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Requirements) Regulations, 2015 are enclosed. The Board has not recommended any dividend.

A Press Release on the Results is also enclosed.

We have also uploaded the financial result on the website of the Company as well as on the website of
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UNITED SPIRITS LIMITED
A DIAGEQ Group Company

‘UB Tower', # 24, Vittal Mallya Road, Bangalors < 560.004

) . T Crores
‘Statement of Audited Results for'the quarter and year ended March 31, 2018
. Standaone Consolidated
: Previous: o
3 monihs 2-manths 3 ‘“"‘.‘"’5 Year ended Year ended
ended ended ended Karch 31, March 31,
March M1, o : March 31,
ecember 31, :
2016 2015 2015 2018 1 2015 2016 | 2015
Audited: " N Audited o . o
AN - Audited Aundited
) {Refer nate 21 Uraudited [Refer-note 2) : . —
1 income feom operations - 5,595,00 8,285.10 5.034.73 22,341,558 20,502_._5_4 22.678.21 2323008
Less: Excise duty 3,311,368 3.647.01 3 014 36 13,2 09.?68 1255088 13,439.14 13070588
{4} Net sales.i Income from operations 2,283.64 2,638.09 2,020,37 5.032.30 7,951.65 9,240.07 915939
{) Other gpéraling income, hel 6,66 1549 30.88 549 62 67.69. 129.22 17560
Total income from operations {net) 2,299.33 2,950.58 2,081.25 '9,091.92 B,049.34 9,379.29 9,334.99
2 Expenses: . . . . . . .- .
aj Cost of malerials consumed 958,44 1.072.06 TT7.58 2808 81 3578.23 3.093.467 4,323 .86
B) Purchase of stock-in-trade 39754 £54.82 25517 1.676.44 121103 1.432.23 123552
¢} Changes ininventories of finished goods, work-in-progress and -
siock-in-trade- a0 {12878 50 46. {18111 {20:50) (177.50) 350.37)
) Employee benelits expense 147.40 17475 212,25 §54.14 61850 698,74 7785
&) Depreciation and amartisaticn expense’ 27.26 .25.5% '36.99 102.10 108.74 15773 Z£22.B¥
f) Olher expenses ’
1} Advertisement and sales promotion 28029 3095 196,74 866.25 786,80 98114 1,085 33
i} Chiners 411.36 346,59 533.97 1 2A503 1,384.78 " ATRAG 167742
Total expenses. 2,226.48 240695 2,063.16.. B.314.05 7.648.58 8,564.39° 8,953.38
3 Protit /{loss) from operations befare other income, finance costs: 62.85 243,63 {191} 777.87 400.76. 814,50 384.61.
and exceptional items {1-2) b - :
4 aj Other income- 73.32 334 65.65 85.26 150.58 44,92 8108
b) Exchange difference - gain 7 {loss), net 16.50 {782} 878 2087 (24.25) 115.75) (571 45}
§ Profit { {lossyfrom ordinary activilies before finance costs and . -
‘exceptional ftems {344) 153.67 239,35 62.52 &84.00 536.49. 844.07 {108.75)
6 Finance costs 140,88 17 68+ 134,15 44697 £02 .06 455 BY GaT.36
T Profit f (foss} from- ordinary activities aftef finance costs birt béfors . . - ; :
uxceptlcnal items, (5. 6} g ER.79 131,68 71.63) 437.08 {§6.4T} 388.26 (?9&.1_3)
8 Exceplional itermns (nel) (Raler Nofe 123 {21.08) 42.12) {1,754.97) 736 25 (1871673 790,80 {829.16)
2 Profit{ (loss) fiem ordinary activities beforetax (7.+8) 3171 B957 -{1,826:60) 1.173.23 {1,928.14; 1,178,146 {1.635.20)
10" Tax expanse - 1070 4B 5P {27.32) 19215 2534 210,23 52.04°
11 Net proflu {loss} from ordinary activities dfter tax {8 10) {8.9%) 40.95 {1, 799.28] 88117 11,956,48) 968.04 {1,687.33)
From conlinuing operations ' 968.94 {1,929.47)
From discontinuing operalions - 24g A4
12" Extraordmary llems (Net of 1a expense) . . - . - . -
43 Net profit{ (loss) for the period (11-12) {8.59) 4085 11,799.28) 981,17 {1,956.48 968.94 {1,687.33)
4 Share.of Profil f {loss) of Associale - -
15 Finority Interesl in Profit 7 {Loss) 1.18 038
16: Net Profil / (loss) atter taxes; miniarily Inlérést and shidré of profii floss} _ o .
of associates (13+14+15) {2.29) 40,95 (1,789.28} 981,17 (1,856.48) -967.75 {1,687.71)
17 Paid-up equity share capital (Face vatue 210 14535 145.33 145:33 145.33 145,33 145.33 14533
18 Reserves excluding Revaluation Reserves as per batance sheet of | . e - it i
Previous, accounting year 2466188 1,96 75 1542 60 51415
19 Eamings per share of T10 each (not annualised):
) Basic-and ditted relaling Lo continuing opsrafions {082 287 {i23.81) BT 51 {134 52) -66.59 (132.78)
b} Basic and dilited refaling lo discontinuing operations ] ) ) ) - 16 66
¢} -Basic.and diluted fal'ating'tb lolal.operations {0,823 262 1123.81) BT (134:62} 66,58 (116,81




UNITED SPIRITS LIMITED
A DIAGEO Group Company

'UB Tower’, # 24, Vittal Mallya Road, Bangalore - 560 001

Statement of Assets & Liabilities

X Crores
Standalone Consolidated
_As at March 31, As at March 31,
2016 2015 2016 2015
A.EQUITY AND LIABILITIES
1.-Shareholders' funds
a) -Share capital 145.33 145.33 148.33 145.33
b) Reserves and surplus 2,661.89 1,796.75 1,642.60 514.19°
2,807.22 1,942.08 1,787.93 659.52
Minority Interest 1.71 0.81
2. Non-current liabilities
a) Long-terfn borrowings 705.70 “1,5609,51 734.35 1,117.32
b) Other long-term liabilities 25.94 43.92 56.93 121.99
¢) Long-term provisions 68.15 66.11 68.15 66.11
799.79 1,619.54 ‘858,43 1,305.42
3. Current liabilities
a) ‘Short-term borrowings 2,894.14 3,621.32 2,996.91 3,653.60
b} Trade payables 723.47 718.01 740.68 799.75
¢}  Other gurrent liabilities 1,489.06 868.62 1,604.96 935.27
d}  Short-term provisioris 564.99 248.37 568.57 534.24
5,771.66 '5,456.32 5,911.12 5,922.86
9,378.67 9.017.94 8,5660.19 7,888.61
B. ASSETS
1. Non-current assets
a) Fixed assets 1,320.91 1,133.96 2,059.46. 1,873.10
b) Goodwill on consolidation 112.45 62.03
c) Non-currentinvestments 267.47 430.36 78.12 91,48
d) Deferred tax assets (net) 1.23-.53 87.3% 123.47 87.7%
e) Lang-term loans and advances 2321.18 2,708.04 680.73 810.84
fy  Other non-current assets 0.13 0.13 0.13 0.13
4.033.22 4,357.80 3.054.36. 3,025.37
2. Current assets '
a) Currentinvestments 120.75 120.71 120.81 124,88
b} Inventories 1,734.05 1,554:24 1,795.40 1:,758_. 11
¢} Trade receivables 2,477.74 1,745.48 2,453.19 1.751.50
d} Cash and bank balance 38.04 239.69 162.33 362.88
g) Short-term lcans and advances 974.80 912.82 974.03 778.66
fi  Other current assets 0.07 87.20 0.07 87.21
5,345.45 | 4.660.14 5,605.83 4,863.24
9.378.67 9,017.94 8,560.18 7,888.61




UNITED SPIRITS LIMITED
A DIAGEO Group Company

'UB Tower', # 24, Vittal Mallva Road, Bangalore - 560-G01

Statement of Audited Results for the guarter and year.ended March 31, 2016

T Crores

Standalone Consolidated
Quarter ending Current Yéar | Corresponding 3 | CurrentYear | Previous year
Particulafs March 31, ending March.31,| months ended |[ending March | ending March
) March 31, 31, 31,
2046 : 2016 2015 2016 2015
Total lncome from gperations {nety 2,290.33 '9._0_91.92 "2_.0_5:1 25 937929 9,334,859
Met Profiv{Loss) fram ordinary activilies afier tax {8.89) 981.17 {1.799.28) 958.94 {1,687.33}
Net Profit{Lass) for the pariod after tax(after Extraardinary (8.9) 58147 {1.799.28} 968.94 {1,687.33)
items} ) ) ’ ’
Equity Share Capital 145,33 145.33 145.33. 145,33 145.33
Reserves {excluding revaluation Reserve as shown in the 266189 2,661.89 179675 1.542.50 514,19
Balance sheet of Previous year)
Eaming Per Share {before exraordinary itéms)-{ of T.10/- gach)
Basic {0.62i 67 .51 12381 6658 RER1- R
Diluted: {0.62) 67.51 {12381} 66.59° (116,11}
Eaming Per Share {aftér sxraordinary items} { of T 10/- each)
Rasic: 1062 6751 {123.81) 66.59. {116.11}
iuted: {0:62) B7.51 (123.81) 66,59 {116.11)

Not&: The.abive is an extract of the detailed format:of Quarterly/Annual Firanciat Results filed with the Stock Exchanges undsi Regulation 33 of the SEBI
{Listing ‘and Other Disclosure Reguirements) Regulations, 2015, The full format.of the. Quarery/Annual Financial Reslts. are available on the websiles of
Stock Exchanges at www.bseindia com and wiww.nseindia.com.and also on company's website at www.unitedspifits in,

Place : Bangalore
Date : 26'May 2046

D %

L%

and on behalf of the Board, i\}
i

. Anand Krinalu
Managing Director




United Spirits Limited

Audited Financial Results for.the year-ended March 31, 2046

Notes:

‘United Spirits Limited (hereinafter referred to as “the Company” or “UsL Vis engaged in the business of

manufacture, purthase and sale of beverage alcohol (spirits and wines), mcludlng through tie-up
manufacturing/ brand franchise, which constitute a single business segment. The Company is primarily
organized into-two main geographic'segments namely Iridia and outside ihdia. However, the Company’s
operations outside India do not exceed the quantitative threshold for disclosure envisaged in AS-17 on
‘Segment Reporting” specified in Section 133 of the Companies Act, 2013 (“thé Act”) read with rélevant
rufes framed thereunder, In view of the above, both primary and secondary reporting disclosures for

business/ geographical segment as envisaged i in AS-17 are not applicable to the Com_pany.

The figures for the quarters ended March 31, 2016'and March 31,2015 are the balancmg figures between
the audited figures. in respect of the fuli financial year and the unaudited published figures in respect. of
the year to date period-ended December 31,2015 and December 31, 2014 respectively. Forthe’ purpose
of disclosures in the financial results, the figures for the year ended March 31, 2015 and the unaudited
published figures in respect of the year to date period ended December 31, 2014, had been adjusted in
the previous year to give effect to the demerger of the Cheringi Uit from the appomted date.of April 1,
2013.

During the quarter ended -March 31, 2016, the Company invested

a) Rs. 98:68 Crores in Tern Distilleries Private Limited, a. wholly owned subsidiary of the Company
("Tern”) by way of conversion of thé loans (Rs. 76.73 Crores) and accrued interest (Rs. 20.77 Crores)
info-equity shares. Subsequent to the aforesaid conversion, TERN has made an application to the Board
for Industrial and Financial Reconstruction ("BIFR") {0 de-register its.name from the list of sick industrial
undertakings. Accordingly, the Draft Rehabilitation Scheme for the -amaigamation of TERN with the
Company, as submitted t6 the BIFR, stands abandoned..

b} In equity Share capital of Rs. 426,69 Croresin Sovereign Distilleries Limited, a wholly owned submdnary_
of the Company (“SDL”). SDL has repaid the loans (Rs.-339.93 Crores) and accrued interest (Rs. 85.72
Crores) to USL.

‘The Scheme of Amalgamation between the Company and Sw Finance Co. Limited, a wholly swnead
subsidiary of the Company (“SWFCL"),.under Section 391 and 394 read with Sections 100 to 103 of the

Gompanies Act, 1956 (the “Scheme”} with the appointed date of January 1, 2014 has been sanctioned
by the Hon'ble High Court of Karnataka and Hon'ble High Court of Judicature at Befnbay underthe. orders
'déted June 12, 2015 and August 28, 2015 respectively. Upon hecessary filings with the respective
Registrars of Companies, the Scheme became effective from September 28, 2015 (the. ‘Effective Date’)
and effect thereof was given in ‘the financial results - during the quarter ended September 30, 2015,
Consequently, in terms of the Scheme, the authorised share capital of SWFCL. stands added io the_

authorised share capltal of the Company and hence the revised authorised capital of the: Company has

been increased to, 548,000,000 equity shares of Rs. 10 each-amounting to Rs. 548 Crores, 159,200,000
Preferénce Shares of Rs. 10 each amountlng to'Rs. 159,20 Crores and 1,200,000 7% Noh-Cumulative
Redeemabie Preference Shares of Rs, 100 each amountin_g'to‘ Rs. 12 Crores.

Further to the sale of the Whyte & Mackay Group Limited, and the letter dated Qctober 16, 2014 received
from the authorised dealer, the Company is in the process of iquidatifig or restructuring the intermediary




whotiy owned subsidiarias. The Lompany will comply with the requisite conditions specified by the
authorised deater and obtain the hecessary-approvals in accordance with the applicable law,

On February 25, 2016, USL entered into a settlement agreement with Dr Mallya pursuant to which he

resigned. from his positions as a director and chairman of the Company and of the boards .of its
subsrdlarles Fursuant to this settlement the Company and Dr Mallya agreed a mufual release in relation
to matters: ansmg out of. the: initial i inquiry by the Company into ceriain matiers referred to in its financial
statements for the financial year ended 31 March 2014 (as mentioned in note 7 (a) below). Additionally
USL undertook to Dr Mallya that it shall riot bring a civil claim for rnoney, damages or specific performance
against the counterparties mentioned in the aforesaid note 7 {a) in relation to- matters arising out of the
initial inquiry mentioned: therein. In connection with the settiement, Dr Mallya procured or undertook to
procure the termination. by the relevant counterparties of certain historical agreements to which the
Company was party and which were voted down by the shareholders in November 2014, As a resuit, the

Company entered into muotual release and termination agreements with all the respective counterparties

under the agreements identified in (c) to (e} and {g) to (i} -of note 8 below, terminating the relevant
agreements with effect from November 28, 2014 and mutually releasing the Company gnd each relevant

coupterpaity of-any claims arising thereunder subsequent to. November 28, 2014, The termination of

thése agreements are on terms that release the Company from ali liabilities / obligations under the
agreements, including in respect of accrued, unpaid amounts, ofher than in the following specific and
limited instances: (i) in respect of the agreement identified in {d) of note 8.below, the parties have agreed
that the: Company shall have no obligation to-pay the counterparty to that: agreement amounts (including
amounts ‘which were due to be paid by the Company at the time of signing: such agreement) until and
unless the counterparty or its affiliate’ pay the Company certain ampunts owed in connection with a prior
sponsorship arrangement entéred into by the Company with such affiliate; and (i) in respect of agreement
identified in (h) of note 8. below, the Company agreed. to refund (and has refunded) to the counterparty
thereto, the entire call option fee of INR 28.14 Crorgs which was. paid to the. Company during the financiat
year ended March 31, 2014 together with simple interest at 12%. The agreement with the party named
in (f). of note 8 has not yet been terminated, notwﬂhstandmg Dr-Mallya's undertaking to procure such
ferminafion. In addltfon ta the above terms in the settlement, Dr Mallya agreed to & global non-compete
(excludrng United Kingdom), non-interference and staridstill obligations as regards the Company for a
period .of five years following the date of the settiement. The Comgpany agreed that Dr Mallya will. have
the honorary title of “Founder Emeritus - USL". USL has confirmed that it has no intentlon to remove Mr
Sidhartha Mallya (Dr Mallya's son) as a director of Royat Chaliengers- Sports Prwate Limited ('RCSPL")
which holds the franchise for the 1PL team Royal Challengers Bangalgre {'RCB), for a period of twé years
or while RCB reémains part of the USL Group, whichever is earlier, subject to Dr Mallya’s continuing
compliance. with the terms.of the settlement. Dr Mallya-will have the status of Chief M_entc_:r while Mr
Sidhartiia Mallya remains on the board of RCSPL. The members of the board of RCSPL will be able, if
they wish, to consult W|ti'| Dr Mailya Dr Mallya s above mentioned titles carry no authority, responsibility,
rights or benefits within the. Company or its group. As part of its arrangements with Dr Mallya, the
Cempany also entered into certain principles, pursuant to which Dr Mallya or a party nominated by him
would have a limited period option to purchase up to- 13 non-core properties from the Company. If Dr
Maillya or his nominee elects to acquire any or all of these properties, the election would need to be made
in a time-bound .manner and the price at which the properties may be acquired will be the faii market
value as assessed by a reputed independent vatuer appointed by USL, with a 10% discount applying to
the valuation of three of the residential properties (in Murribai, Goa and New Delhi), provided that each
of the fair market value and the discounted value applicable to certain select properties as specified
above, shall not be less than the value of that property adopted or assessed by any authority or state
government for the purposes of payment of stamp duty in respect of the transfer of the relevant property.
The sale prices for these properties {including the post-discount price for the relevant three properties)
are expected to be higher than the prices, which applied under the now-terminated properties call
agreement referred to in (h) of hote 8 befow.




Pursuant to the settlement agreemant, United Breweries (Hokding) Limited (' UBHL”) and Kingfisher
Finvest Indla L|m1ted s {"KFinvest's™} nommated director on the USL board Dr Mallya, resigned, UBHL
indicated it may be prevented from agreeing to terminaté the Shareholders Agreement’ immediately by
reason of cerlain legal and court restrictions which may apply as a result of winding-up proceedings to
which UBHL is subject in India. USL was informed that UBHL proposes to seek court leave for.an agreed
termination of the Shareholders Agreement, and USL has received:certain undertakings in'this regard
from Dr Maliya USL has received further notice from Dr Mallya regarding some steps taken though
UBHL is yet to seek court leave to terminate the Shareholders’ Agreement.

Given the nature and complexilies of the settlement, and the possibility of varied. interpretations, of
potentially applicable provisions of the Act and Securities Exchange Beard of: India {*SEBI" regulations,
the Company obtained legal opinions from a seniar legal counsel and from its.externat courisel, apining’
that the settiement agreement'and related documents are in compliance with the applicable provisions of
the Act and SEBI regutations,

During the finanicial year ended March 31, 2014, the Board directed a detaited and expeditious inguiry in
relation {o certain. matters, including those reférred to:in. paragraphs (a) and (b) bélow, the role of
individuals involved and potential non-compliance (if any) with the provisions of the 'Compa__nies.Act;_ﬂ' 956,
and othet- regulations applicable to the Company in relation to-such transactions, and. the possible
existence of any other transaction of a similar nature (hereinafter referred to as “the Inquiry”). Pursuant
to the directions of the Board, the Inquiry was headed by the Managing Director and Chief Executive
Officer (“MD & CEO_;”')-_of the Comipany. The Board also directed the MD & CEO to engage independent
‘advisers and specialists. as required. At its meeting held on April 25, 2015, the Board discussed -and
considered in detail the report submitted by the MD & CEQ in relation to the: Inguiry (*Inquiry Report”),
‘the inputs and expert advice of the independent advisers and specialists and other relévant inputs.

a) During the financial year ended March 31, 2014, certain parties who had previously given,
undisputed halance confirmations for the financial year ended March 31, 2013, claimed in their
balance confirmations to the Company for the financial year ended March 31, 2014 that they had
advanced certain amounts te certain alleged UB Group entities and' that the dues owed by. such.
parties to the Company would, o the extent of the. amounts. owing by such alleged UB Group
entities to such p_arﬁes'_in respect of such advances, be paid/ refunded by such parties to the:
Company enly upon receipt.of their dues from such alléged UB Group entities. These dues of such
parties t6 the Company were .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 (“TMUSs"); agreéments for specific projects; -or dues owing to the Company
from customers. [n response to these claims, under the instruction of the Board, a preliminary
internal ingquiry was nitiated by the Management. Based on the findings of the preliminary internal
inquiry by the Management, the Management's. assessment of r_ecoverab’ility and other
.co'nsider_ations, as a matter of prudéence, an aggregate amount of Rs. 649.55 Crores (including
interest claimed) was provided in the financial statements for the financial year ended March 31,
2014 and was disclosed as a prior period item. Management sought confirmations of balances
from these couriterparties for the year ended March 31, 2015 and March 31, 2016, but did not
receive responses from some of them.

The jnquiry Report stated that between 2010 and 2013, funds invoived in many of these
transactions were diverted from the Company and/or its subsidiarigs to certain UB Group
compahies, including in particutar, Kingfisher Airlines Limited (“KFA"). The. diverted amounts were
inciuded in the provision made: by the Company in the finaricial statements for the year ended
March 31, 2014. The Inquiry also indicated that the manner in which certain transactions were



b)

conducted. prima facie, indicates-various improprieties and potential violations of provisions; inter
alia, of the Companies. Act, 1956, and the then listing agreements signed by-the Company ‘with

various stock exchanges in India on which its securities are listed. The financial impact of these

non-cempiiances were estimated by Manhagement to be not material,

‘Buring the year ended March 31, 2015, an additional provision of Rs. 21.60 Crores was made for

interest claimed..

In connection with the recavery of the funds that were diverted from the Company and/or its
subsidiaries, pursuant to the decision of the Board at its meeting heid on April 25, 2015, the

Company initiated steps for recovery against the relevant parties, so as to seek fo expeditioltsly

recover the Company's dues from.such parties, to the extent possible. During the quarter ended
September 30, 2015, the Company reached a settlement with one of the parties pursuant to which
the party had withdrawh claims aggregailng Rs. 27.86.Crores. Accordingly, provision amounting
to Rs. 27,86 crores has been writteri back. Subsequent to the year end, the Company has signed
a settlement agreement with 3 other parties anid based on the said setilements has reversed a

provision with respect to interest claimed amounting to Rs. 26.46 Crores as at the balance sheet

date. Settlements with the other parties have not been reached as yet and managementis.
continuing discussions in this regard. During the year ended 31 March 2016, based .on its
assessment of recoverability, the Management has written off Rs, 566 Crores out of the amounts
provided for with respect-ta the aforésaid counterparties, The Management has determined that in
Ilght of these provisions, -no additional material adjustmenis to. the financial results are required-on
this account.

Certain pre-existing loans/ deposits/ advances were due to the Company and its wholly-owned
subsidiaries from United Breweries (Holdings) Limited.("UBHL"}and were'in existence as on March
31,.2013. In addition, the améunts owed by UBHL to the Company's wholly-owned subsidiaries
had been assigned by such subs:dlanes to the Company and recoided -as loans from stich
subsidiaries in the books of the Company. Such dues (together with interest) aggregating Rs:
1.337.40 Crores, were consclidated into, and recorded as, an. unsecured lean by way of an
agreement entered into between the LCompany and UBHL. on July 3, 2013. The interest rate under
the ‘above mentioned loan agreement with UBHL is 9.5% p.a., with the- mterest to be paid at six-
monthly intervals starting at the end of 18 months from the effectwe date of the loan agreement.
The loan has been granted for @ peried of eight years and is payable in three annual instalments
commencing from the end of Bth anniversary bf_'_the effective date of the loan agreement.

Pursuant to the directions of the Board, the Inquiry also. included a-review of ‘documentation to
further understand and assess etemeits of and background to the above loan arrangement and ta
establish the rationale 7 basis for the interest rate applicable in respect of the consolidated joan
amount.

With regard to the prior transactions that were consolidated into-the single loan on July 3, 2013,
the Inquiry Report stated that; prima- facie, between 2010 and July 2013, certain transactions
appear to have been undertaken and certain accounting entries. appear to have been made to
show'a lower exposure of the Company (and its subsidiaries) to UBHL than the exposure that
actually existed at that time. Prima facie, this indicates various improprieties and potential violations
of provisions, infer alia, of the Companies Act, 19586, and the then listing agreements signed by the
Company with various stack exchanges in India on which its securities are listed. The financial
impact of these non-compliances were éstimated by Managément to be not material,



&

)

During the year ended March 31, 2014, as a maiter of prudence, the Company had provided. for
receivables-in relation to interest income: of Rs. 96.31 Crores and had provided Rs. 330.32 Crores

towards the principal outstanding as at March 31, 2014. The hotes to accounts for the' year endead

March 31, 2014 had recorded the Management's belief that it shguld be able to recover, and that
no further provision is required for the balance amount of Rs. 995.46 Crores. The notes also
mentioned that the Managernent would continue to.assess the recoverability of the said loan on an

on-going basis.

As per the: terms of the said loan agreegment, interest payable by UBHL to the Company in Jarluary
2015 amounted to Rs. 181.10 Crores {gross of tax) and a further interest amounting to Rs. 127.05
Crores {gross of tax) was due in January 2016. However, the Company is. yet to receive such
interest payments from UBHL. The Company received letiers from UBHL ‘stating-that it is involved
in {itigations with various creditors-of Kingfisher Airlines Limited in different courts all over the
couniry, and that some of the winding up. petitions filed-against UBHL have: been admitted by the
High Court.of Karnataka and due to Court orders passed in'winding up proceedings it is unable to
pay such sums without leave of the Court which it proposes‘to seek. Despite prior undertakmgs to
obtain such leave from the Court to pay USL the amounts due, and despite repeated fallow up-by
the Company with UBHL: in this regard, the. Company has not received.any update or informatioh
from UBHL indicating whather UBHL has applied to the Court for the requisite teave fo pay USL.

As a resultof the above and other relevanit factors, and as a matter of prudence, the Company had
pruwded a further-amount of Rs. 995,46 Crores towards the entire balance princigal amount {i.e.,

the entire principal amount due under the ioan agreement less the amount already provided in the

accounts for the financial year ended March 31, 2014} and did not recognise intergst income of
Rs. 120.70 Crores for the year ehded March 31, 2015, Accordingly, the Company has alsc not
recognised interest income-of Rs. 31.59 Crores and Rs. 127. 05 Crores for the quarter and twelve
months ended Margh 31, 2016 respectively. The Company will pursue -all rights and claims to
recaver the entire amount of the loan together with accrued interest from UBHL and has writtento
UBHL demanding payment of all sums. As .a resul{ of the foregoing "and ‘other - relevant

considerations, subsequent to the end of the quarterended December 31, 2015, the Company has
filed affidavits in the winding up proceedings' against UBHL updating the Court with information

regarding UBHL's conduct and default in payment of amounts due under the loan agreemient,
Add|t|onally, durlng the current year, the Company has set-off an. amount of Rs. 24.93 Crores
payable to UBHL under the trademark agreement against-the provision for interest receivables
from UBHL.

Also refer Note 8 below in connection with the non-approval by the Company’s shareholders of the
loan agreement with UBHL. {and of other potential related party transactions).

With regard to the possible existence of any -other transacticn of a similar nature, the Inquiry

identified references.to certain additional parties (“Additional Pariies"j in vafious documents, which

also dealf with transactions involving the counterparties referred to in note 7 (a) above. The Inquiry
also identified certain additional matters (“Additional Matters) where the documents identified
raised concerns as to the propriety of the underlying transactions. The Management made the
following provisions with respect 16 such transactions: (a) Rs. 20.00 Crores made in the Company's
financial results for the year ended March 31, 20186, (b)'Rs. 67.81 Crores made in the Company's
financial results for the financial year ended March 31, 2015, {c) Rs. 44.54 Crores made in the
Company's subsidigries’ financial statemefits for the financial year ended March 31, 2015, (d) Rs,

15.70 Crores made in the year: ended. March 31, 2014 in the Company' s financial statemients, and

(€} Rs. 108.71 Crores made in the year ended March 31, 2014 in ‘the GCompany's ¢consolidated



financial statements. The Management believes these provisions are adequate and no additional
material adjustments are likely to be required in relation thereto.

As the Board -determined it was ‘necessary to assess whether the additional matters or the

transactions: with the additional paries were improper, the Board directed the MD & CEO to
e'xpediti_ous_ly review these aspects during the period covered by the Irniquiry and report to the Board

-his conclusions on the transactions and any further impact on the Company’s financial results, This

review is in progress.

The Company received a letter dated May 5, 2014 from the lawyers of an entity (“Alleged
Claimant™ alleging that the Alteged Claimant had given loans antounting to Rs. 200 Crores to KFA
at.an interest rate of 15% p.a. purportedly onthe basis of agreements executed in Decembef 2011

and January 2012. The, letter alteged that-amongst several obligations under these purported’
agreements, certain investments held. by the Company were subject to a lien, and reguired the.
Company, pending the repayment of the said loan, to pledge such investraents in favour of the
Alleged Claimant to secure the aforésaid loans. The Company rESpcnded to this letter received
from the lawyers of the Alleged Ciaimant by its lefter dated June 3, 2014, whersin the Company
disputed ‘the claim and denigd having created the alleged -security or having executed any
document in favour of the Alleged Claimant. The Cumpany reiterated iis stand in a follow-up letter
dated July 28, 2014 and asked for- copies of purported documents referred to in'the Ietter dated
May &, 2014. Subsegquent to the above, the Company recelved a letter dated July 31, 2014 from
the Alleged Ciaimant stating thatin-light of gertain addenda to the aforesaid purported agreements
{which had inadvertently not been inforrried to their lawyers) the Alleged Claimanthas ne claim or
demand of any nature whatsoever against inter alia the Company, including any claim erdemand
arising out of or connected with the documents ./ agreements referred to in their IaWye;’s letter
dated May 5, 2014. The Company replied to the Alléged Claimant by its {etter dated August 6,

2014, noting the above mentioned confirmation. of there being no claim .or demand against the

Company, and asked the Alleged Ciaimant to- immediately provide to the Company all the alleged
documents referred to in the letter dated May 5, 2014 and the addendumi referred to in the ietter
dated July 31,:2014, and to also confirm the identity and capacity of the signatory to the letter
dated July 31, 2014. Subsedquently, in September 2014, the Company obtained scanned copies
of the purported -agreements (including the purported power of attorney) and various
communijcations between KFA and the Alleged Claimarit.

These documents indicated that while the purported agreements may have sought to'create a lier

-on certain investments of the Company, subsequently, the Alleged Claimant and KFA sought to

negotiate the release of the purported obligation to-creaté such lien, which was formalised by way
af a second addendurm in September 2012. The notes to accounts for the -year ended 31 March
2014 recorded that the Management had verified from a perusal of the minufes of meetings of the
Board of Directors of the C.om'pany that the Board of Directors of the Company-at the relevant time
had not approved or ratified any such pusported agréement. The Management ‘had also

represented fo the Board that till t:h_e receipt af scanned copies of the purported agreements in

September 2014, the Company had no knowledge of these purpored agreements,

Pursuant {o the directions of the Board, the Inquiry included a review of documentation to furiher
undersiand. and ‘assess the Company's position jn relation. to the: above matter, The Inquiry
indicated that no Board authorisation of approval hHad been obtained to autharize anyone to
execute any such agreement seekingto. create a lien on the investments of the'Compan_y'to secure.
the obligations of the Alleged Claimant.



No further claims have been received from the Alleged Claimant or any other person;

Based on the Inquiry and its current knowledge, Management does not expect any liability. or
obligation to arise on the Campany out of this matter.

As perthe reguirements of the then listing agreements, éntered inta by the Company with various stock

exchanges; and applicable circulars issued by SEBI {including circular No. CIR/CFD/POLICY
CELL/2/2014 dated April 17, 2014 (“April 17 Circular) and circular No. CIR/CFD/POLICY CELL/7/2014
dated September 15, 2014), the Campany had sought approval of its sharehoiders for certain historical
agreements. at the extraordinary general meeting (‘EGM") héid on November 28, 2014, including the
following: (a) loan agreement dated July 3, 2013, between the Company and UBHL; (b) agreements:
dated September 30, 2011 and December 22, 2011 respectively, between the Company and UBHL
requiring UBHL te séll':to-the-C_ompany certain immovable properties; (C) services agreement dated July

3, 2013, between the Company and Kingfisher Finvest India Limited; (d) advertising. agreemenit dated

October 1, 2013 (which amended and rastated the- original agreement dated July 3, 2013} betiveen the
Campany and Watson Limited; (g) sponsorship agreement dated June 11, 2013 between the Company

and United Racing & Bloodstuck Breeders Limited; (f) sponsorship agreement dated Jurie 11, 2013

between the Company and United Mohun Bagan Football Team Private Lirviited; (g) aircraft services
agreement dated June-11, 2013 between the Company and UB Air Private lelted {h) properties call
agreement dated June 11, 2013 between the Company and-PE Data Centre-Résources Private Limited;
and (i) contribution agreement dated June 11, 2013 between the Company and Vittal Matlya Scientific
Research Foundation,

As stated in the EGM notice dated October 31, 2014, each of the above-mentioned transactions were

disly approved by'the then existing board of directors of the.Company, prior to entering into the agreement
corresponding to such transaction. The' EGM notice further stated that while the April 17 Circular
mandates that all existing material related party transactions be placed before the shareholders for their
approval by way of a speciail re_s_qlution. thus far, the conseguences of any non-approval of such existing
transactions by the shareholders by the requisite majority is unclear, If is therefore possible that non-

approval of one or more of the above-mentioned agreements by the requisite majority may result in the

Company being obliged to cease to act upon and potentially put the Company in bredch of such
agreements, which are the subject.of non-api;iroval{by the shareholders. This could potentially result in a
dispute with the relevant counterparties who may contend that the Company has breached the relévant
agreement by failing. to act-on or fulfil its obligations under the same. Such potential disputes could be
protracted and costly, and could result in financiaf or other fiabilities on the Company. Also, any inability
an the part of the Company to act on or fulfil its obligations under the: unapproved agreements could résult
in the Company being potentially unable to receive the benefit of the various rights. that it is entitled to
urider such agreements (such as in the case of the agreement noted in (b) above). It was also.stated in
the EGM Notice that in the absence of sufficient clarity in respect of the provisions deaiing with existing
material related party contracts and arrangements, the Company was tabling the above-mentioned
agreements for the approval of the shareholders by way of abundant cadution.

It was further stated in the EGM notice that the Company was still in the pracess of seeking confirmations
from, and verifying the pasition in reiation ta, the counterparties to, inter alia, the above mentiohed
agreements as. to whether or not they are relatéd parties of the Company, and it was not clear whether
the counterparties to such agreements aré indeed related parties of the Company. for the purpose of
Clause 49(VI}) of the then Listing Agreement, However, to the extent it ultimately transpired that all-or
any of above - mentioned agresments do not Qualify as existing mateﬂal ‘related party contracts or
arrangements, -or the counterparties to all or-any of these agreements do not qualify as retated parties of
the Company, such that approval of the shargholders. of the Company is not required under the April 17




Circular in respect of any of the above mentioned contragts or arrangerrients then, in that case, it shall

follow that there wifl be no conseguences on such contracts or arrangements or on their validity or on any
act.or ofnission.that may have been committed or omitted pursuant thereto, by reason of the shareholders
having approved or not approved any of such contracts or affangements.

At the EGM, the above-mentioned agreements were no’t_approyed by the sharehoiders of the Gompany

by requisite majority. Consequently, the Company sought clarifications/ directions from SEB{ with. respect

to the implications of the non-approval of the aforesaid agreements by the shareholders of the Company.

Pending clarification / direction from SEBI on the above, the- Company has recognised the charges up to
November. 28, 2014, in respect of the: agreements listed. in (c) to (g) and (i) above, amounting to
Rs. 135.73 Crores during the financial year ended March 31, 2015 (Rs, 138.22 Crores for the financial
year ended March 31, 2014). In light of the fact that the Company’s shareholders have not approved the
said agreements on November 28, 2014, the: Company did not recognise the charges from November
28, 2014 payable underthe. agreements listed in (c) to () and (i) above. The Company had informed the
respective counterpariies that the contracts mentioned above wera not approved by the shareholders on
November 28, 2014, Further, subsequent to November 28, 2014, in response to. the letters received by

the Company from the concerned counterparties, the Company has. made payments. ‘amounting to Rs:

7.43 Crores (exciudes a cheque of Rs. 0.61 Crores which has not been encashed) to some of these
counterparties with respect to the dues for services received prior to November 28, 2014 specifically

‘stating that the said amounts would be refundablé to the Company if it is determined that such-amounts

were not payable by the Company in view of the shareholders not having approved the respective
agreements, Pending the clarifications / directions from SEBH, the Company had not made any payments
to the respective counterparties under the agreements in (c) to (g) and (i) above for the period subsequent
to Novem’ber 28, 2014: and considered these amounts as contingent liabilities. During the previous year;
the Company received communications from.some of the counterparties identified above stating thai they
do not qualify -as refated parties of the Company, to which the Company has responded. In addition,
during the previous year, the Company recefved multiple notices from one. of the counter-parties,
demanding payments of sums due under the relevant agreement for periods afier November 28, 2014.
The Company has suitably responded to these notices; As prewously menticned:in note 6 above, the
Company has entered into mutual release and termination agreemeénts with the respective counterparties
under the agreements in-(c) to (e), and (g) to {i}. above and the agreement with the party named in (f)
above. has not yet been terminated. Further, with respect to the terminated agreements, the Company
has retained the right to recover the. amounts paid to the respective parhés for the period before
November 28, 2014 in case any regulatory authority and/or any court of competent Jurisdiction decides
that these amounts were not payable by the Company at a future date. In view of shargholders non-
approval of these agreements in the EGM held on 28 November 2014 an_d thereafter the termination of
some of these agreements, pehding clarification from ‘SEBI, which has not been forthcoming, the
Company has obtained an apinion from a senio'r_legal counsel opining that these coniracts would have
been rendered void by, and from the date of rejection by, the shareholders. Accordingly, the Company
bas not fecognised the charges amounting to Rs. 12.10 Crores from November 29, 2014 to March 31,
2016 (including Rs. 2:29 Crores and Rs. 9.10 Crores: for the quarter and year ended March 31, 2016
respec’tiﬁvely)'pay_ab'le under the agreements listed in (f)-above.

The managerial femuneration for the financial year ended March 31, 2015 aggregating Rs. 6.48 Crores
gnd Rs. 1531 Crores. towards remuneration of the MD & CEO and the Executive Director and Chief
Financial Ofﬂcer ("ED & CFO"), respectively, was-approved by the shareholders of the Company at the
annual general meeting of the Company. held on September 30, 2014, The: aforesaid remuneration
includes amounts . paid in excess "of the limits prescribed under the provisions of Schedule:V o the
Companies Act, 2013 (*Act”). Accordingly, the Company applied for the requisite- approval from the.
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Central -Government for such excess remuneration, Subsequerit to the year end, the Company has
received communications froin the Central Governinent not approving such excess remuneration. The
Company has résponded to the Central Government regueasting reconsrderatlon of it application: for

.approval of such excess remuneration.

The foliowing letters/ notices were received by the Company with respect to the matiers. under Inqui'r.y_...

\a)

b)

d)

€)

)

The Company has regeived a notice from the Ministry of Corporate Affairs ("MCA" for -an

inspection, under Section 206(5) of the Act, of the books of accounts and other books and papers
of the Company Following the said inquiry, the Company and its directors. and officers {inctuding

former directors .and officers) have received a notice dated January 11, 2016 from the Jomt'
‘Director, MCA requesting explanations-and comments as to why action should not be initiated in

relation to various contraventions alleged by the Joint Dirgctor under provisions of the Act. The

Company has responded to this notice. A notice under Section 131 of the income Tax Act, 1961

has also been received. The Company is cooperating fully with the authorities in relation to the .
same.

The Company has also received lefters from erstwhile auditors who served as-the Company's
statutory auditors during the period covered by the Inquiry, seeking to understandthe impact of the
findings of the Inquiry on their respective audit reports. Any remgc_li'al_ actions. proposed by the

previous auditors will be considered by the Company in the light of applicable legal provisions.

As directed by the Board, the Company provided a copy of the Inquiry Report fo its statutory
auditors for their review and further actions as may be required, Foilowing this, the-Audit Gommittee
of the Beard has received from the. statutory.auditors a repart under Section 143(12) of the Act.and

the relevant rules théereunder, seeking the Audit Committee’s reply/ observataons The Audit
Committee had provided its reply/ observations to the statutory auditors, Thereaﬂer the' statutory

auditors issued a report to the Central Government under Section 143(12) of the Act and the
relevant rules thereunder.

In February 2016, certain directors of the Company, including independent directors, were
requested to. provide statements and ‘information to the Serious Frauds Investigation Office
("SFIO") in relation fo the SFIO’s investigation inta Kingfisher Airlines.

The Company has alsu received letters from the National Stock: Exchange Limited. ("NSE)
pursuant to SEB circular no. CIR/CFD/DIL/7/2012 dated August 3, 2012 in relation to Form B,
a't_ong with audited ﬁnanci'al_statement_s for the financizl year ended March 31, 2014. SEBI has
directed the NSE to advise the ‘Company to suitably rectify/ provide relevant information/
explanations on the qualifications raised by the statutory auditors. The Company has. suitably
addressed the same to the extent posssble and responded to the NSE's lefters,

By a letter dated October 21, 2015, the Institute of Chartered Accountants of India has also sought
a copy of the Inquiry Report, pursuant to the provisicns of Section 21C of the  Chartéered
Accountants. Act, 1949. The Company has respondéd to‘th& request.

By a letter dated October 29, 2015, the. Company received a request from the Enforcement
Directorate ‘of the Government of India, 'seeking information and documents regarding USL's
present and foermer joint ventures and wholly-owned subsidiaries abroad, including USL Holdings
Limited (BVI) and its subsidiaries. The Company has responded to the Enforcement Directorate
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and provided the information sougtit, and. assured the authcrities of such further cooperation as
may be sought by them,

h) By a warrant dated November 24, 2015, issued by the Office of the Tax Recovery Officer (*TDS"),
the Company was informed that a certificate had been drawn up.by thetax recovery officer against
Kingfisher Airlines Limited, and its-chairman cum managing director (who was also a director of
the company}, and stating that a sum of Rs. 350.6 crores had not been paid in satisfaction of the
said-certificate. The Company was accordingly directed to serve a copy of the warrant on the said
director, and uriless after such service the said director “pays forthwith the said sum of Rs.-350.60
crores together with interest at the rate of one and one-half per cent, for every month or part of a
month” thereon; to proceed to attach the “salary, remuneration and allowances” of the director
named in the warrant and to hold the same until-further-orders from the tax recovery officer. The
Company has accordingly served such warrant.

i} By a letter dated March 9, 2016, the Securities and: Exchange Board of India (*SEBI") sought further
information regarding various aspects of the settlement agreement reférred to in note 6 above. The
Company has responded. to SEBI and provided the information and clarifications sought, The
Company recently received a follow: up request, dated May 11, 2016 seeking additional
clarifications including on the matters covered by the'Company's inquiry referred toin note 7 above
The Company.is in the process of preparing and subtnitting its responses to this additional request
and will be cooperating fully with SEBI in this matter.

i By a letter dated May 5, 2016, the Enforcement Directorate (*ED”} summoned one of the
Company's senior officers to appear in person or by autherized agent and provide a statement and
tender eviderice in connection with the ED’s investigation into- matters under the Prevention of
Money Laundering Act, 2002. The Company's officet duly responded to the summons and the
Company will also be providing additional information, as réquested by the ED, and cooperating
fully with the authorities.

During the year ended March 31, 2014, the Company decided to prepay credit facilities avaifed in the
earlier years from a bank, amounting to Rs. 621.66 Crores, secured by assets of the Company and pledge
of shares of the Company heid by the U_S_L_B_eneft Trust. The Company_ deposited & sum of Rs. §28.00
Crores, including prepayment penalty of Rs. 4.0 Crores, with the bank and instructed the bank to.debit
the amount from the cash credit account towards settlement of the loan and release the assets / shares
pledged by the Company. The bank, however, disputed the prepayment. The Company has disputed the
same and a-petitior is pending before the Honourable High Court of Karnataka, On March 31, 2015, the
bank démanded an amount of Rs, 47 .4 Crores towards principai and interest ori the said loan, which the
Company contested in the Honourable High-Court of Karnataka, As perthe order of the Honourable High
Ceurt of Karniataka, the Company plans to engage with the bank to commence discussions. The tenure
of the said credit facility has been compieted ‘as on Marchi 31, 2015. Furthermore, during the year, the
bank obtained ar ex parte injunction in proceedings hetween the bank and Kingfisher Airlines Lid before

‘the Delit Recovery Tribunal Bangalcre ("BRT™), restraining the USL Benefit Trust from disposing of the

pledged shares until further ordess. The Cornpany and USL Benefit Trust have, upon receiving notice of
the said order, filed its objections against such ex parfe-order passed in proceedings in which neitfier the
Company nor the USL Benefit Trust are or have been enjoined as parties, and is vigorously. contesting
the same. During the quarter ended December 31, 2015, the Hon'ble High Court of Karnataka issued a.
s’ta’y'order_rest_raining:the bank from dealing with the above-mentioned pledged shares until further orders
by the Hon'ble High Court. Thereafter, the Gompany received another notice from the relevant bank
segking to recall the loan'which had been prepaid, and demanding a sum of Rs. 45.94 crores, as well as

@ subseguent notice issued under section 1.3(2) of SARFAESI Act in fetation to the saitie loan. Pursuant
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to an application filed by the Company before the Hon'ble High Court, in the writ proceedings, the Hon'ble'
High Court directed that if the Company deposited the sum of Rs, 45.94 crores with the bank, the bank
should hold the sameina suspens_e._acc_o_uht and should not deal with any of the secured assets pledged
by the Company under the loan till the disposal of the first petition filed by the Company in the Hon'ble
High Court of Karnataka. Subsequent to the year end, the Company has accordingly deposited the. said
sum and has replied to the bank's various notices in light of the: sbove. Pending closure of this matter,

the demand by the bank has been disclosed as a contingent liability.

Exceptional items for the year ended March 31, 2016 include: {a) profit on sale of UBL Shares amounting

to' Rs. 8563.60 Crores, (b) provision for loans and advances to, and investments in submdaanes amount:ng

to Rs. 140.10 Crores, (¢) Write’ back of Provision for doubtful advances (net) amounting to. Rs. 22,75
Crores.

Dunng the yearended March 31,2016 USL's whoily owned subsidiary Asian Opportunities & Investments
Limifed (AOIL) has sold its entire interest in Bouvet Ladubay S.A. (and its wholly. owned subsidiary
Chapln Landais S.A.8). Consequent to the above sale Bouvet Ladubay S.A. {and. its wholly owned

‘subsidiary Chapin Landais S.A.8) ceased fo be subsidiaries of the-Company.

The Statutory ‘Auditors of the Company have audited the accompanying Statement of Audited Financial
Results of the Company for the year-ended March 31, 2018, being submitted by the Company. The
Statutery Auditors’ Report is being filed with the NSE and BSE. The statutory auditors have qualified their
opinion in relation to matters specified in Notes 7 (a), 7(c) and Note 8.

At an extraordinary general meeting of the- shareholders of the Company on January 22, 2018, the
‘'shareholders -approved the reporting of erosion of more than fifty per cent of the Company's peak net

worth in the immediately preceding four financial years as required under Section 23(1)(a)(n) read with
Section 23(1)(b) of the Sick Industrial Companies (Special Provisions) Act, 1985. {“SICA") The Company
has reported the fact of such erosion 1o the BIFR as required under Section 23(1)(a)(i)of SICA.

The Bihar State Government by its notification dated April 5, 2016 has imposed a ban on trade and

cansiimption of foreign: liquor in the state of Bihar with immediate effect. Writ petitions have been fited

with the- Honourabie High Court at Patna challenging the said notification.

As at March 31, 2018, the Company has receivables of Rs. 84.66 Crores from the Bihiar State Beverages
Carporation Limited ("BSBCL" (including: receivables for supplies made by the Company and its tie-up
manufacturing units}. The Honourable High Court at Patna has passed an interim order, directing BSBCL
to make payments with respect to the supplies made by the manufacturers.

Considering the favourable interim order passed by the Honourable High Courf at Patna, the
management is confident: of recovery of aforesaid batances. Pending outcome of the ‘writ petition, no
provision has been considered necessary by the management in this Tegard,

The Board has nat recommended any dividend on the equity shares. of the Company for the year ended
March 31, 20186.

On January 15, 2016, the Company ‘entered into an agreement for. the sale of its entire holding in United
Spirits. Nepal Private Limited of 67,716 equity shares (constituting 82.46% of the paid up equity share
capital of United Spirits Nepal Private Limited). The consideration is subject to fnalisatlon of accounis
and deduction.of taxes in-Nepal, Further the sale is also subject to various regulatory approvals {(bath in
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India and Nepal) and other conditions precedent which aré normat for such transaction's, and which the
Company'is in the process of seeking.

18, Previous period’s figures have been regrouped/ reclassified as per the current period's presentation for
the purpose of comparability.

20. The above audited results have beén reviewed. by the audit commitiee of the Board on May 25,2016 and
approved by the Board of Directors at its meeting held on May 26, 2018,

By puthority-of the Boa

Anand Kripalu
Mangging Director and CE

Ben_gal_uru-
May 26, 2016

L
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BSR & Co. LLP

Chartered Accountants

Maruthi Info-Tech Centre Telephone:. + 91-80 3980 6000
11-12/1 Innér Ring Road Fax: +'81 B0 39806999
Koramangala

Bangalore. 560 071 India

Iﬁde'penc_lent Auditor’s Report on Standalone quarterly financial results and Annual financial

results of United Spirits Limited pursnant to the Regulation 33 of the SEBI (Listing Obligations

and Disclosure Requirements) Regulations, 2015

The Board of Directors of United Spirits Lintited

N

‘We haveaudited the.accompanying annual financial results of United Spirits Limited (“the Company™)
for the year ended 31 March 2016 attached herewith (hereafier referred to as-the “financial results’ or
“Statement™), being subinitted by the Company pursuant to the requirement of Regulation 33 of thie
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (“SEB[ Reguiations,
20157). Attention is drawn to the fact that the figures for the quarter ended 31 March 2016 and 3
March 2015 as reported i the statement are the balancing figures between audited fi gures i respect of
the full financial year and the published year to date figures up to the end of the third quaiter of the
-l‘e_Ievant.'ﬁnalwi_'al'_year-. Also, the Tigures u_pto the end of the third quarter had only been reviewed and
net subjected o audit.

These financial vesults have been prepared on the basis of the annual financial statement and reviewed
quarterly financial results upto the end of the third quarter, which are the responsibility of the
Company’s Management and have been approved by the Board of Directors. Qur responsibility is lo
express an opinion on these financial results based on our audit of the annual financial statements,
which have been prepared in accordance with the recognition and measurement principles laid down in
the: Accounting Standards specified under Section 133 of the Companies Act, 2013 (hereafter referred’
toas “the Act™) réad with Rule 7 of the Companies (Accounts) Rules, 20 14 issued theieunder and other
accounting principles generally aceepted in India and in compliance with Regulation 33 of the SEB!
Regulations, 2013,

We condueted our audit in agcordance with the Standards on- Auditing generally accepted in India.
These Standards. require that we plan and ‘performi the audit to obtain reasonable assurance about
whether the financial results are free of material misstatements. An audit inciudes examining, o a test
basis, evidence suppoerting the amounts disclosed as ﬁuanc_ial_re_sults, Anaudit alse {ncludes assessing
the accounting principles used and ssignificant estimates made by Managemenl. We believe that our
audit provides a reasonable basis for our opinion,

.
e
8 SR & Co. fa partnorstip fitm with Reglstérad Office:
Registration No, BAS1223} convertad inta Bth Floor, Lodha-Excolus
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4. Asstated in Notes 7 (a) and {c) lo the financial results, during the year ended 31 March.2014, cettain
parties-who had pi_‘ev'iously 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 had advanced certain amounts 1o certamn alleged UB Group entities-and that the dues
owed by such parties to the Company would, 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 thieir dues from sucl alleged UB Group entities. These dues of such
parties to the Compaity were on account of advances by the Company in the earlier years under
agreements for enhancing capacity, obtaining exclusivity and. lease. deposits in relationi to Tie-up
Manufacturing Units (“TMUs™); agreements for specific projects; or duies owing to the Company from
customers. In response to these claims, under the instruction of the Board of Directors of the Company
("Board™), a preliminary internal imquiry was initiated by the Management, Based on the findings of
the preliminary internal inquiry by the Management, under the instructions of the Board; and
Management’s assessment of recoverability, an aggregate amount of Rs 6,495.48 million (iacluding
interest claimedy was provided in the financial results for the year ended 31 March 2014 and was
disclosed as prior period items. During the year ended 31 March 20135, an additional provision of
Rs 216 million was made forinterest claimed. The Company has not made provision forany unelaiimed
interest, During the quarter ended 30-September 2015, the Company reached a settleméent with a party
pursuant to which the party withdrew claims aggregating Rs 278.60 million. Accordingly, provision
aggregating R$ 278.60 million has been writteri back. Addition‘ally, subsequent to the- year-end, the
Company has signed settlement agreements with certain such parties and based on these settlements
has reversed provisions with respect to interest claimed aggregating Rs 264.60 million asat the balance
sheet date, During the year ended 31 March 2016, based oi its assessment of recoverability, the
Managsment has written off Rs 5,666.00 million out of the aimounts provided for with respeet to the
aforesaid parties,

During the year enided 31 March 2014, the Board biad also directed a further detailed and expeditious
inquiry in relation to-the above matter, the role of individuals involved and potential non-compliance
(if any) with the provisioiis of the Companies. Aet, 1956 and other reglilations applicable .to the
Cempany in refation to such transactions, and the possible cxistence of aity other transaction of a similar
nature (“Tnquiry”). While the Inquiry has since been completed, with regard to the possible existence-
of any.other transaction of a similar nature, the Inquiry identified references to certain additional parties
(“Additional Parties™) in various documents, which documents dealt with transactions involving the
counterparties referred to above. The Inquiry also identified certain additiona matters. (“Additional
Matters”) where the documents identified concerns as to flie propriety of the underlying transactions.

Further, as stated in Note 6 to the financial results, the Company, under the settlement agreement, with
a dirvecter, inter alia, agreed a mutaal release in relation to matters arising out of the initial inquiry by
the Company info certain matters referred fo in its financial results for the year ended 31 March 2014
(Refer npte 7(a) to the financial results). Additionally, the Company undertook under the settlement
agreement that it shall not bring a civil claim for money, damages or specific performance against-the
counterparties menfioned in the aforesaid note inrelation to matters aiso set out therein,

Based.on its current. knowledge, the Management believes that the balance provisions carried with

" respect (o the above matters are adequate and no additional material adjustments are likely to be
required in refation thereto. [n the previous year, the Board had directed the Mandgement to
expeditiously review the Additional Mattérs and transactions with the Additional Parties and report
the: Board on Management’s conclusions on the transactions and any further impact on the Company’s
financial results, As the review of the Additional Matters and transactions with Additional Parties is in
progress, we are unable fo comment on the natire 6f these transactions; the provisions established; or
any further impact on the financial results including: the fmpact on opening balances for the year,
Further, pending resolution of the above disputes, we ave unable to commerit on whether the provision
established for interest is applfapriate.\
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5.

As stated in Note 9 to the financial results, _the'Mana_gerizil remuneration for the year ended 31 March
2015 aggregated Rs 64.91 miilion and Rs 153.09 million towards remuneration of the Managing

Director and Chief Executive Officer (MD & CEO) and the Executive Director and Chief Financial

Officer (ED & CFO) respectively, The aforesaid amounts includes remutieration in excess of the limits
prescribed under-the provisions of Schedule V to the Act. Subsequent to the balance sheet date, the

Company has received communications from the Central Government -not approving, such excsss

remuneration, The Company has responded 1o the Central Government requesting reconsideration of
its application forapproval of such excess remuneration,

Without qualifying our opinion, we draw atténtion to;

{a) Note 7 (b} to the financial results, which states that, during the year ended 31 Maich 2014, various
pre-existing foans / advances / deposits (together with interest) due from United Breweries
(Holdings) Limited (“UBHL™) by the Company and its subsidiaries aggregating Rs 13,374.17
million on 3 July 2013, were consolidated into a single loan agreement dated 3 July 2013 entered
into between.the Company and UBHL. With regard {o the prior transactions that were consdclidfated
into the single foan due from UBHL on 3 July 2013, the Inquiry stated that, prima facie, between
2010 and-July 2013, certain transactions appear to have been undertaken and certain accouiting
entries appear to have been made to show a lower exposure of the Company t¢ UBHL thaii that
which actually existed at that time. The inquiry also. indicates that the manner in whicli these
transactions were conducted and these. entries made, prima facie, indicates various improprietics
and legal violations. As per the terms of the said loan agreement, interest payable by UBHL to the
Company in January 2015 amounted (o Rg 1,911,080 million (gross of tax) and a further interest
-amounting to Rs 1,270.50 miltion (gross of taxy was due in January 2016, However, the Cempany
is yet 1o recefve such interest payment from UBHL. The Company has received a letter from UBHL
stating that it is involved in litigations with various creditors. of Kingfisher Airlines Limited in
different Courts-all over the country, and that sowie of the winding up petitions filed against UBHL
have been admitted by the Migh Court of Karnataka. As-a result of the above and other relevant
factors, during the year ended 31 March 2015, the Company provided the remaining principal
baldnce of the loan aggregating Rs 9.954.60 miltion (in addition to the Rs 3,303.19 million that was:
provided far during the year ended 31 March 2014) and did not recognise interest income of Rs
1.207.00 million for theyear ended 31 March 2015 (in addition to the provision for interest received
(net) of Rs 713.77 million for the year ended 31 March 2014), Accordingly, the Company has also
not recognised interest income. of Rs 315.90 million and Rs 1,270.50 million for the quarter and
twelve months erided 31 March 2016 respectively;
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(b) As stated i Note 6 to the financial resnlls, on 25 February 2016, the Company entered into a

(c)

setflement agreement with a director pursuant to which he resigned from his positions as a director
and chairman of the Company and-of the boards of its subsidiaries. Amongst other terms as per the
agreement, the diiector agreed to a five year global non-compete {except United Kingdom) and
procured/agreed o procure termination of certain agreements that were voted down by the
Company’s shareholders in the Extra-ordinary General Meeting (“EGM™) held on 28 Noveniber
2014, The Company, under the settlement agreement, inter alia agreed a mutual release in relation
to matters arising out of the initial inquiry by the Conmipany into-certain matters reférred to in its
financial results for the year ended 31 March 2014 {as mentioned in the Note 7 (a)). Additionally,
the Company undertook to the aforesdid director that it shali not bring a civil.claim for money,
damages or specific. performance against the counterparties mentioned in the aforesaid note 7 (a)
in relation to the matters referred (o therein. The Company alse entéred into ceftain arrangements
giving the director or his nominee an aption to buy certain non-core properties of the Company as
per the terms stated therein. The Securities and Exchange Board of India (“SEBI™) sought
information regarding certain aspects of the settlement agreement, to which the Company has
resporided (Refer Note 10 (i) to the financial results), Given the nature and complexities of the
settfetent, and the possibility of varied interprétations of potentially applicable provisions of the
Act and SEBI regulations, the Company obtained legal opinions from a senior legal counsel and its
external counsel, opining that the seltlement agreement and the related documents. are in
compliance with the applicable provisions of the Act and SER] regulations;

Asstated in Note 8 to the financial results, as per the requirements of the equity listing agreements

entered into by the Company with various stock -exchanges. in India and various circulars and

regulations issued by the SEB! and applicable provisions of the Act, the Company sought approval
of its equity shareholders for certain agreements in the extraordinary general meeling “EGM™)
held on 28 November 2014. Some of the agresments, as detailed -in the aforesaid note, were not
approved by the equity shareholders in the aforesaid EGM. The Company has sought
clarification/direction from SEBI with respect to the implications arising from the non-approval of
the said agreements. Pending the clarification/direction from-the SEBI, during the vear ended 3/
March 2015, the Company had recognised the underlying expenses pursuant to these agreements
up to- 28 Naovember 2014 aggregating Rs 1,357.30 million. The Company has not recognised
chiarges arising out of non-approved agreements. for the period since 29 November 2014, Further,
subsequent to 28 November 2014, in response Lo the tetters received by the Company from some
of the concerned counterparties, the Company has made payments ameunting to Rs-74.30 million
(exclides a cheque of Rs 6,10 million-which has net been encashed) to such counterparties with
respect to the dues for services received prior to: 28 Novamber 2014 specifically stating thal the
said amounts would be relundable to the Company if it is. determined that such amounts were not
payable by the Company in view of the shareholders not having approved the respective
agreements, During the current year, the Company has entered into mutual reledse and termination
agreements with some of the cotinterparties; wherein tiie Company hasretaineéd the right to recover
the amounts paid to the respective counterparties for the period before November 28, 2014 in case
any regulatoty authority. and/or any court of competent jurisdiction decides that these amotnts were
not payable by the Conipany ata futare date. Pending clarifications from SEBI, based on'an opinion
received from -a senior legal counsel, the Management believes that these contracts have been
rendered void by, and from the date. of voting-down by, the shareholders;
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(d) Note |1 tothe financial results, wherein it is-stated that'durhig the year ended 31 March 2014, the

(e)

&)

the said order, f

Company decided to prepay credit facilities availed from a bank amounting to Rs 6,216.60 million
secured. by assets. of the Company and pledge of shares of the Company held by the USL Benefit
Trust. The Company deposited a sum of Rs.6,280.00 million including prepayment penalty of Rs
40.00 miilion with the bank and instructed the bank to debit the amount from the casli credit account
towards settlement of the loan and release the assets /.shares pledged by the Conipany. The bank,
however, disputed the prepayment. The Company has disputed the same and its writ petition is
pending before the Honourable High Court of Karnataka, Ori 31 March 2015, the bank demanded
an amount of Rs-474,00 million towards principal and interest on the said loan, which the Company
contested in the Honourable High Court of Kainataka. As per the order of the Honourable High
Cowrt of Karnataka, the Company engaged withi the bank to commence-discuissions. During, the

quarter ended 30 September 20185, the bank obtained an ex parte injunction before the Debt

Recovery Tribunal, Bangalore (“DRT™), restraining the USL Benefit Trust from disposinig of the
pledged shares until Fur'ther.orders;.']."ll_"e-'Comp_any and USL Benefit Trust, upon receiving notice of
iled objections against such ex paite-order, During the quarter ended 31 December
20135, the Company. obtained a stay from the Honourable High Court of Kamataka restraining the
bank from dealing witi the abOve'-'mentioiwc_I_p_ledged shares until fuither ordérs: Thereafter, the
Company-received another notice from the relevant bank seeking to recall the lodn which had been
prepaid, and demanding a sum of Rs 459,40 miltion, as well as a subsequent notice issued under
section: 13(2) of SARFAESI Act in relation to the sanie loan. Pursnant to.an application filed by
the Company before the Hongurable High Court of Karnataka, in the writ proceedings, the
Honourable High Courl of Karnataka directed that if the Company deposited the sum of Rs.459,40
million with the bank, the bank should hold the same in a suspense account and should not dea}
with any of the secured assets pledged by the Conipany under the loan till the.disposal of the. first
petition filed by the Company in the Honourable High Court of Karnataka. Subsequent to the year
end, the Company has accordingly deposited the said sum-and has replied to the bank’s various
notices in light of the above. The aforesaid amount has been disclosed as a contingent liability by
the Company;

Note 16 to the financial results, which more fully describes tlie uncertdinty related to the outconte
of writ pefitions with the Honourable High Court at. Patna, tn r€lation: to the ban imposed by the
Bihar State Government on trade and cansumption ef foreign liquor in the state of Bihar with effect
from 5 April 2016, Pending final disposal of the petitions, no adjustments are considered necessary
in the financial results;

Note 10-to.the financial results, wherein it is stated that (i) the Company has received a notice from
the Ministry of Corporate Affairs, urider section 206(5) of the Act, requesting explanations and
COMIMERLS as to why action should nét be initiated in relation e various contraventions alleged by
the Joint Direcior under provisions of the: Act ; (if) the Comipaily has received notice under Section
131 of the Income Tax Act, 1961; (itiy the Company tias received letters from erstwhile auditors
who served as the Connpany’s.s_tatutmy auditors during the period covered by the Inquity, seeking
to tunderstand the impact of the findings of the Inquiry on their respective audit reports; (iv) the
Company has receivéd a letter from the Institute of Chartered Accountants-of India seeking a copy
of the nquiry Report, pursuant to Section 21C of the Chartered Accountants Aci, 1949; (v} the
Company has received a fetter from the Enforcenient Directorate of the Government of India in
connection with investigation being condueted under the. provisions of Foreign' Exchange
Management Act, 1999 seeking necessary details; (vi) the Company has received a notice under
Ruie: 20 of the Second Schedule to the [ncome tax Act, 1961, issued with respect to a directorof
the. Company and another Company where siuch director is the principal officer; and {(vii) the
Company has received letters from the Securities and Exchange Board of India under Section 1 |
of the SEBI Act, 1992; and '\\
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() Note 7 to the financial results, wherein it is stated that the Inquiry noted certain regulatory non-
compliances with respect to the Companies Act, 956, the listing agreement with the. stock
exchanges in India and other regulations as.mentioned in the said nate, and that the financial impact
of these non-compliances on the Company were estimated by Management to be not material.

7. Inour opinion--an_d_:to the best of our information and according to the explanations given to-us, except
for matters-stated in paragraphs 4 and S above, the Statement:.
(i) is presented in accordance with-the requirements of Regulation 33 of the SERJ Regutations, 2015
{in this regard; and.

(1) gives.a true and fajr view of the net profit and other financial information of the Company for the
yearended 31 March 2016,

forBSR & Co. LLP
Chartered Accountanis
Firm Registration number; 101248 W/W-100022

Su m{ Gaggar
Pariper
Membérship number: (04315

Bangalore
26 May 2015
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1. Name of the Company United Spirits Limited
2. Annual financial statements for the year | 31 March 2016
ended

3. Type of audit qualification

Qualified opinion per audit report dated 26 May
2016.

4. Frequency of qualification

The following observations stated in the audit
report dated 26 May 2016 on the standalone
financial statements of the Company have been
reported as set out below.

Paragraph 1: for the third time in relation to the
provision of interest, and for the second time in
relation to the review into Additional Parties and
Additional Matters; and

Paragraph 2: for the second time.

Draw attention to relevant notes in the
annual financial statements and
management response to the qualification
in the directors report:

Additional comments from the Board/Audit
Committee chair:

Please see:
Annexure | - Basis of Qualified Opinion on
standalone financial results along with Board
responses.

Annexure Il — EOM to the auditor's report on
standalone financial statements.
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Chartered Accountants
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Annexure |

The Statutory Auditors have qualified their opinion in the independent audit report in relation to the
matters specified in Notes 7(a) & 7(c) and 9 to the standalone financial results (“Results”) as follows:

Auditor’'s observations under paragraph 4 ‘Basis of Qualified Opinion’ of the Auditor's
report to the Results:

As stated in Notes 7 (a) and (c) to the financial results, during the year ended 31 March 2014,
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 had advanced certain amounts to certain alleged UB Group entities and
that the dues owed by such parties to the Company would, 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 dues of such parties to the Company were 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. In response to these claims, under the instruction of the Board of
Directors of the Company (“Board”), a preliminary internal inquiry was initiated by the Management.
Based on the findings of the preliminary internal inquiry by the Management, under the instructions
of the Board; and Management's assessment of recoverability, an aggregate amount of Rs
6,495.48 million (including interest claimed) was provided in the financial results for the year ended
31 March 2014 and was disclosed as prior period items. During the year ended 31 March 2015,
an additional provision of Rs 216 million was made for interest claimed. The Company has not
made provision for any unclaimed interest. During the quarter ended 30 September 2015, the
Company reached a settlement with a party pursuant to which the party withdrew claims
aggregating Rs 278.60 million. Accordingly, provision aggregating Rs 278.60 million has been
written back. Additionally, subsequent to the year-end, the Company has signed settlement
agreements with certain such parties and based on these settlements has reversed provisions with
respect to interest claimed aggregating Rs 264.60 million as at the balance sheet date. During the
year ended 31 March 2016, based on its assessment of recoverability, the Management has written
off Rs 5,666.00 million out of the amounts provided for with respect to the aforesaid parties.

During the year ended 31 March 2014, the Board had also directed a further detailed and
expeditious inquiry in relation to the above matter, 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 in relation to such transactions, and the possible existence of any other transaction
of a similar nature (“Inquiry”). While the Inquiry has since been completed, with regard to the
possible existence of any other transaction of a similar nature, the Inquiry identified references to
certain additional parties ("Additional Parties”) in various documents, which documents dealt with
transactions involving the counterparties referred to above. The Inquiry also identified certain
additional matters (“Additional Matters”) where the documents identified concerns as to the
propriety of the underlying transactions. ,




Further, as stated in Note 6 to the financial results, the Company, under the settlement agreement,
with a director, inter alia, agreed a mutual release in relation to matters arising out of the initial
inquiry by the Company into certain matters referred to in its financial results for the year ended 31
March 2014 (Refer note 7(a) to the financial results). Additionally, the Company undertook under
the settlement agreement that it shall not bring a civil claim for money, damages or specific
performance against the counterparties mentioned in the aforesaid note in relation to matters also
set out therein.

Based on its current knowledge, the Management believes that the balance provisions carried with
respect to the above matters are adequate and no additional material adjustments are likely to be
required in relation thereto. In the previous year, the Board had directed the Management to
expeditiously review the Additional Matters and transactions with the Additional Parties and report
to the Board on Management's conclusions on the transactions and any further impact on the
Company's financial results. As the review of the Additional Matters and transactions with
Additional Parties is in progress, we are unable to comment on the nature of these transactions;
the provisions established; or any further impact on the financial results including the impact on
opening balances for the year. Further, pending resolution of the above disputes, we are unable to
comment on whether the provision established for interest is appropriate.

Board Response: Detailed information and explanations on the qualification in paragraph 4 of the
Audit Report is provided in Notes 7 and 6 to the Results. In particular, as stated in note 26, the
Inquiry Report stated that between 2010 and 2013, funds involved in many of these transactions
were diverted from the Company and/or its subsidiaries to certain UB Group companies, including
in particular, Kingfisher Airlines Limited (“KFA”). The diverted amounts were included in the
provision made by the Company in the financial statements for the year ended March 31, 2014 and
certain additional interest amounts were included in the provision made by the Company in the
financial statements for the year ended March 31, 2015. The Inquiry indicated that the manner in
which certain transactions were conducted, prima facie, indicates various improprieties and
potential violations of provisions, inter alia, of the Companies Act, 1956, and the then listing
agreements signed by the Company with various stock exchanges in India on which its securities
are listed. The financial impact of these non-compliances were estimated by Management to be
not material.

In connection with the recovery of the funds that were diverted from the Company and/or its
subsidiaries, pursuant to the decision of the Board at its meeting held on April 25, 2015, the
Company initiated steps for recovery against the relevant parties, so as to seek to expeditiously
recover the Company’s dues from such parties, to the extent possible. During the quarter ended
September 30, 2015, the Company reached a settlement with one of the parties pursuant to which
the party had withdrawn claims aggregating Rs. 27.86 Crores. Accordingly, provision amounting to
Rs. 27.86 crores has been written back. Subsequent to the year end, the Company has settled
these claims with 3 other parties and based on the said settlement has reversed a provision with
respect to interest claimed amounting to Rs. 26.46 Crores as at the balance sheet date.
Settlements with the other parties have not been reached as yet and management is continuing
discussions in this regard. During the year ended 31 March 2016, based on its assessment of
recoverability, the Management has written off Rs. 566 Crores out of the amounts provided for with
respect to the aforesaid counterparties:




With regard to the possible existence of any other transaction of a similar nature, the Inquiry
identified references to certain additional parties (“Additional Parties”) in various documents, which
also dealt with transactions involving the counterparties referred to in Note 7 (a) of the Results. The
Inquiry also identified certain additional matters (“Additional Matters”) where the documents
identified raised concerns as to the propriety of the underlying transactions.

As the Board determined it was necessary to assess whether the additional matters or the
transactions with the additional parties were improper, the Board directed the MD & CEO to
expeditiously review these aspects during the period covered by the Inquiry and report to the Board
his conclusions on the transactions and any further impact on the Company'’s financial results. This
review is in progress. Pending completion of the of the review into Additional Parties and Additional
Matters, no further provision in relation thereto have been made in the financial statements for the
year ended 31 March 2016.

With regard to the settliement agreement between the Company and a director of the Company,
the details of the settlement agreement have been disclosed in Note 6 to the Results. Furthermore,
as disclosed by the Company to the stock exchanges on February 25, 2016, the Board believes
the settlement agreement is valuable to USL and all its shareholders. It brings to an end the
uncertainty relating to the Company’s governance and will allow the Company to prosper and build
on the platform that has already been created.

Auditor’s observations under paragraph 5 ‘Basis of Qualified Opinion’ of the Auditor's
report to the Results:

As stated in Note 9 to the financial results, the Managerial remuneration for the year ended 31
March 2015 aggregated Rs 64.91 million and Rs 153.09 million towards remuneration of the
Managing Director and Chief Executive Officer (MD & CEQ) and the Executive Director and Chief
Financial Officer (ED & CFO) respectively. The aforesaid amounts includes remuneration in excess
of the limits prescribed under the provisions of Schedule V to the Act. Subsequent to the balance
sheet date, the Company has received communications from the Central Government not
approving such excess remuneration. The Company has responded to the Central Government
requesting reconsideration of its application for approval of such excess remuneration.

Board response: Information and explanation on the qualification in paragraph 5 of the audit report
is provided in Note 9 to the Results. In particular, as stated in Note 9, the Company applied for the
requisite approval from the Central Government for such excess remuneration. Subsequent to the
year-end, the Company has received communications from the Central Government not approving
such excess remuneration. The Company has responded to the Central Government requesting
reconsideration of it application for approval of such excess remuneration:
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Annexure Il

Emphasis of Matter in the Auditor’s Report on the Results:

1.

Note 7 (b) to the financial results, which states that, during the year ended 31 March 2014, various
pre-existing loans / advances / deposits (together with interest) due from United Breweries
(Holdings) Limited ("UBHL") by the Company and its subsidiaries aggregating Rs 13,374.17 million
on 3 July 2013, were consolidated into a single loan agreement dated 3 July 2013 entered into
between the Company and UBHL. With regard to the prior transactions that were consolidated into
the single loan due from UBHL on 3 July 2013, the Inquiry stated that, prima facie, between 2010
and July 2013, certain transactions appear to have been undertaken and certain accounting entries
appear to have been made to show a lower exposure of the Company to UBHL than that which
actually existed at that time. The inquiry also indicates that the manner in which these transactions
were conducted and these entries made, prima facie, indicates various improprieties and legal
violations. As per the terms of the said loan agreement, interest payable by UBHL to the Company
in January 2015 amounted to Rs 1,911.00 million (gross of tax) and a further interest amounting to
Rs 1,270.50 million (gross of tax) was due in January 2016. However, the Company is yet to receive
such interest payment from UBHL. The Company has received a letter from UBHL stating that it is
involved in litigations with various creditors of Kingfisher Airlines Limited in different Courts all over
the country, and that some of the winding up petitions filed against UBHL have been admitted by
the High Court of Karnataka. As a result of the above and other relevant factors, during the year
ended 31 March 2015, the Company provided the remaining principal balance of the loan
aggregating Rs 9,954.60 million (in addition to the Rs 3,303.19 million that was provided for during
the year ended 31 March 2014) and did not recognise interest income of Rs 1,207.00 million for
the year ended 31 March 2015 (in addition to the provision for interest received (net) of Rs 713.77
million for the year ended 31 March 2014). Accordingly, the Company has also not recognised
interest income of Rs 315.90 million and Rs 1,270.50 million for the quarter and twelve months
ended 31 March 2016 respectively;

As stated in Note 6 to the financial results, on 25 February 2016, the Company entered into a
settlement agreement with a director pursuant to which he resigned from his positions as a director
and chairman of the Company and of the boards of its subsidiaries. Amongst other terms as per
the agreement, the director agreed to a five year global non-compete (except United Kingdom) and
procured/agreed to procure termination of certain agreements that were voted down by the
Company’s shareholders in the Extra-ordinary General Meeting (“EGM”) held on 28 November
2014. The Company, under the settlement agreement, inter alia agreed a mutual release in relation
to matters arising out of the initial inquiry by the Company into certain matters referred to in its
financial results for the year ended 31 March 2014 (as mentioned in the Note 7 (a)). Additionally,
the Company undertook to the aforesaid director that it shall not bring a civil claim for money,
damages or specific performance against the counterparties mentioned in the aforesaid note 7 (a)
in relation to the matters referred to therein. The Company also entered into certain arrangements
giving the director or his nominee an option to buy certain non-core properties of the Company as
per the terms stated therein. The Securities and Exchange Board of India (“SEBI") sought
information regarding certain aspects of the settlement agreement, to which the Company has
responded (Refer Note 10 (i) to the financial results). Given the nature and complexities of the
settlement, and the possibility of varied interpretations of potentially applicable provisions of the Act




external counsel, opining that the settlement agreement and the related documents are in
compliance with the applicable provisions of the Act and SEBI regulations;

As stated in Note 8 to the financial results, as per the requirements of the equity listing agreements
entered into by the Company with various stock exchanges in India and various circulars and
regulations issued by the SEBI and applicable provisions of the Act, the Company sought approval
of its equity shareholders for certain agreements in the extraordinary general meeting (‘EGM”) held
on 28 November 2014. Some of the agreements, as detailed in the aforesaid note, were not
approved by the equity shareholders in the aforesaid EGM. The Company has sought
clarification/direction from SEBI with respect to the implications arising from the non-approval of
the said agreements. Pending the clarification/direction from the SEBI, during the year ended 31
March 2015, the Company had recognised the underlying expenses pursuant to these agreements
up to 28 November 2014 aggregating Rs 1,357.30 million. The Company has not recognised
charges arising out of non-approved agreements for the period since 29 November 2014. Further,
subsequent to 28 November 2014, in response to the letters received by the Company from some
of the concerned counterparties, the Company has made payments amounting to Rs 74.30 million
(excludes a cheque of Rs 6.10 million which has not been encashed) to such counterparties with
respect to the dues for services received prior to 28 November 2014 specifically stating that the
said amounts would be refundable to the Company if it is determined that such amounts were not
payable by the Company in view of the shareholders not having approved the respective
agreements. During the current year, the Company has entered into mutual release and termination
agreements with some of the counterparties, wherein the Company has retained the right to recover
the amounts paid to the respective counterparties for the period before November 28, 2014 in case
any regulatory authority and/or any court of competent jurisdiction decides that these amounts were
not payable by the Company at a future date. Pending clarifications from SEBI, based on an opinion
received from a senior legal counsel, the Management believes that these contracts have been
rendered void by, and from the date of voting down by, the shareholders:

Note 11 to the financial results, 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 6,216.60 million
secured by assets of the Company and pledge of shares of the Company held by the USL Benefit
Trust. The Company deposited a sum of Rs 6,280.00 million including prepayment penalty of Rs
40.00 million with the bank and instructed the bank to debit the amount from the cash credit account
towards settlement of the loan and release the assets / shares pledged by the Company. The bank,
however, disputed the prepayment. The Company has disputed the same and its writ petition is
pending before the Honourable High Court of Karnataka. On 31 March 2015, the bank demanded
an amount of Rs 474.00 million towards principal and interest on the said loan, which the Company
contested in the Honourable High Court of Karnataka. As per the order of the Honourable High
Court of Karnataka, the Company engaged with the bank to commence discussions. During the
quarter ended 30 September 2015, the bank obtained an ex parte injunction before the Debt
Recovery Tribunal, Bangalore (“DRT”), restraining the USL Benefit Trust from disposing of the
pledged shares until further orders. The Company and USL Benefit Trust, upon receiving notice of
the said order, filed objections against such ex parte order. During the quarter ended 31 December
2015, the Company obtained a stay from the Honourable High Court of Karnataka restraining the
bank from dealing with the above-mentioned pledged shares until further orders. Thereafter, the
Company received another notice from the relevant bank seeking to recall the loan which had been
prepaid, and demanding a sum of Rs 459.40 million, as well as a subsequent notice issued under,
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section 13(2) of SARFAESI Act in relation to the same loan. Pursuant to an application filed by the
Company before the Honourable High Court of Karnataka, in the writ proceedings, the Honourable
High Court of Karnataka directed that if the Company deposited the sum of Rs 459.40 million with
the bank, the bank should hold the same in a suspense account and should not deal with any of
the secured assets pledged by the Company under the loan till the disposal of the first petition filed
by the Company in the Honourable High Court of Karnataka. Subsequent to the year end, the
Company has accordingly deposited the said sum and has replied to the bank’s various notices in
light of the above. The aforesaid amount has been disclosed as a contingent liability by the
Company;

5. Note 16 to the financial results, which more fully describes the uncertainty related to the outcome
of writ petitions with the Honourable High Court at Patna, in relation to the ban imposed by the
Bihar State Government on trade and consumption of foreign liquor in the state of Bihar with effect
from § April 2016. Pending final disposal of the petitions, no adjustments are considered necessary
in the financial results;

6. Note 10 to the financial results, wherein it is stated that (i) the Company has received a notice from
the Ministry of Corporate Affairs, under section 206(5) of the Act, requesting explanations and
comments as to why action should not be initiated in relation to various contraventions alleged by
the Joint Director under provisions of the Act ; (i) the Company has received notice under Section
131 of the Income Tax Act, 1961; (i) the Company has received letters from erstwhile auditors
who served as the Company'’s statutory auditors during the period covered by the Inquiry, seeking
to understand the impact of the findings of the Inquiry on their respective audit reports,; (iv) the
Company has received a letter from the Institute of Chartered Accountants of India seeking a copy
of the Inquiry Report, pursuant to Section 21C of the Chartered Accountants Act, 1849; (v) the
Company has received a letter from the Enforcement Directorate of the Government of India in
connection with investigation being conducted under the provisions of Foreign Exchange
Management Act, 1999 seeking necessary details; (vi) the Company has received a notice under
Rule 20 of the Second Schedule to the Income tax Act, 1961, issued with respect to a director of
the Company and another Company where such director is the principal officer; and (vii) the
Company has received letters from the Securities and Exchange Board of India under Section 11
of the SEBI Act, 1992; and

7. Note 7 to the financial results, wherein it is stated that the Inquiry noted certain regulatory non-
compliances with respect to the Companies Act, 1956, the listing agreement with the stock
exchanges in India and other regulations as mentioned in the said note, and that the financial
impact of these non-compliances on the Company were estimated by Management to be not
material.

The auditors’ opinion is not qualified in respect of these matters.
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Annexure |

The Statutory Auditors have qualified their opinion in the independent audit report in
relation to the matters specified in Notes 35(a) & 35(c) and 45 to the consolidated financial
statements (“Consolidated Financial Statements”) as follows:

Auditor’s observations under paragraph 1 ‘Basis of Qualified Opinion’ of the Auditor's
report to the Consolidated Financial Statements:

As stated in Notes 35 (a) and (c) to the consolidated financial statements, during the year ended
31 March 2014, 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 had advanced certain amounts to certain
alleged UB Group entities and that the dues owed by such parties to the Company would, 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 dues of such parties to the Company were 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. In response to these claims,
under the instruction of the Board of Directors of the Company (“Board”), a preliminary internal
inquiry was initiated by the Management. Based on the findings of the preliminary internal inquiry
by the Management, under the instructions of the Board; and Management's assessment of
recoverability, an aggregate amount of Rs 6,495.48 million (including interest claimed) was
provided in the financial statements for the year ended 31 March 2014 and was disclosed as prior
period items. During the year ended 31 March 2015, an additional provision of Rs 216 million was
made for interest claimed. The Company has not made provision for any unclaimed interest. During
the quarter ended 30 September 2015, the Company reached a settlement with a party pursuant
to which the party withdrew claims aggregating Rs 278.60 million. Accordingly, provision
aggregating Rs 278.60 million has been written back. Additionally, subsequent to the year-end, the
Company has signed settlement agreements with certain such parties and based on these
settlements has reversed provisions with respect to interest claimed aggregating Rs 264.60 million
as at the balance sheet date. During the year ended 31 March 2016, based on its assessment of
recoverability, the Management has written off Rs 5,666.00 million out of the amounts provided for
with respect to the aforesaid parties.

During the year ended 31 March 2014, the Board had also directed a further detailed and
expeditious inquiry in relation to the above matter, 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 in relation to such transactions, and the possible existence of any other transaction
of a similar nature (“Inquiry”). While the Inquiry has since been completed, with regard to the
possible existence of any other transaction of a similar nature, the Inquiry identified references to
certain additional parties (“Additional Parties”) in various documents, which documents dealt with
transactions involving the counterparties referred to above. The Inquiry also identified certain
additional matters (“Additional Matters”) where the documents identified concerns as to the
propriety of the underlying transactions\
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Further, as stated in Note 26 (e) to the consolidated financial statements, the Company, under the
settlement agreement with a director, inter alia, agreed a mutual release in relation to matters
arising out of the initial inquiry by the Company into certain matters referred to in its consolidated
financial statements for the year ended 31 March 2014 (refer note 35 (a)). Additionally, the
Company undertook under the settlement agreement that it shall not bring a civil claim for money,
damages or specific performance against the counterparties mentioned in the aforesaid note
relation to matters also set out therein.

Based on its current knowledge, the Management believes that the balance provisions carried with
respect to the above matters are adequate and no additional material adjustments are likely to be
required in relation thereto. In the previous year, the Board had directed the Management to
expeditiously review the Additional Matters and transactions with the Additional Parties and report
to the Board on Management's conclusions on the transactions and any further impact on the
Company'’s financial statements. As the review of the Additional Matters and transactions with
Additional Parties is in progress, we are unable to comment on the nature of these transactions;
the provisions established; or any further impact on the consolidated financial statements including
the impact on opening balances for the year. Further, pending resolution of the above disputes, we
are unable to comment on whether the provision established for interest is appropriate.

Board Response: Detailed information and explanations on the qualification in paragraph 1 of the
audit report to the Consolidated Financial Statements is provided in Notes 35 and 26(e) to the
Consolidated Financial Statements. In particular, as stated in Note 35, the Inquiry Report stated
that between 2010 and 2013, funds involved in many of these transactions were diverted from the
Company and/or its subsidiaries to certain UB Group companies, including in particular, Kingfisher
Airlines Limited ("KFA"). The diverted amounts were included in the provision made by the
Company in the financial statements for the year ended March 31, 2014 and certain additional
interest amounts were included in the provision made by the Company in the financial statements
for the year ended March 31, 2015. The Inquiry indicated that the manner in which certain
transactions were conducted, prima facie, indicates various improprieties and potential violations
of provisions, inter alia, of the Companies Act, 1956, and the then listing agreements signed by the
Company with various stock exchanges in India on which its securities are listed. The financial
impact of these non-compliances were estimated by Management to be not material.

In connection with the recovery of the funds that were diverted from the Company and/or its
subsidiaries, pursuant to the decision of the Board at its meeting held on April 25, 2015, the
Company initiated steps for recovery against the relevant parties, so as to seek to expeditiously
recover the Company’s dues from such parties, to the extent possible. During the quarter ended
September 30, 2015, the Company reached a settlement with one of the parties pursuant to which
the party had withdrawn claims aggregating Rs. 27.86 Crores. Accordingly, provision amounting to
Rs. 27.86 crores has been written back. Subsequent to the year end, the Company has settled
these claims with 3 other parties and based on the said settlement has reversed a provision with
respect to interest claimed amounting to Rs. 26.46 Crores as at the balance sheet date.
Settlements with the other parties have not been reached as yet and management is continuing
discussions in this regard. During the year ended 31 March 2016, based on its assessment of
recoverability, the Management has written off Rs. 566 Crores out of the amounts provided for with
respect to the aforesaid counterparties)
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With regard to the possible existence of any other transaction of a similar nature, the Inquiry
identified references to certain additional parties (“Additional Parties”) in various documents, which
also dealt with transactions involving the counterparties referred to in note 35 (a) of the Results.
The Inquiry also identified certain additional matters (“Additional Matters”) where the documents
identified raised concerns as to the propriety of the underlying transactions.

As the Board determined it was necessary to assess whether the additional matters or the
transactions with the additional parties were improper, the Board directed the MD & CEO to
expeditiously review these aspects during the period covered by the Inquiry and report to the Board
his conclusions on the transactions and any further impact on the Company’s financial results. This
review is in progress. Pending completion of the of the review into Additional Parties and Additional
Matters, no further provision in relation thereto have been made in the financial statements for the
year ended 31 March 2016.

With regard to the settlement agreement between the Company and a director of the Company,
the details of the settlement agreement have been disclosed in Note 26(e) to the Consolidated
Financial Statements. Furthermore, as disclosed by the Company to the stock exchanges on
February 25, 2016, the Board believes the settlement agreement is valuable to USL and all its
shareholders. It brings to an end the uncertainty relating to the Company’s governance and will
allow the Company to prosper and build on the platform that has already been created.

Auditor’s observations under paragraph 2 ‘Basis of Qualified Opinion’ of the Auditor's
report to the Consolidated Financial Statements:

As stated in Note 44 to the consolidated financial statements, the Managerial remuneration for the
year ended 31 March 2015 aggregated Rs 64.91 million and Rs 153.09 million towards
remuneration of the Managing Director and Chief Executive Officer (MD & CEOQ) and the Executive
Director and Chief Financial Officer (ED & CFOQ) respectively. The aforesaid amounts includes
remuneration in excess of the limits prescribed under the provisions of Schedule V to the Act.
Subsequent to the balance sheet date, the Company has received communications from the
Central Government not approving such excess remuneration. The Company has responded to
the Central Government requesting reconsideration of its application for approval of such excess
remuneration.

Board response: Information and explanation on the qualification in paragraph 2 of the audit report
is provided in Note 44 to the Consolidated Financial Statements. In particular, as stated in Note 44,
the Company applied for the requisite approval from the Central Government for such excess
remuneration. Subsequent to the year-end, the Company has received communications from the
Central Government not approving such excess remuneration. The Company has responded to
the Central Government requesting reconsideration of it application for approval of such excess
remuneration,
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Annexure - Il

Emphasis of Matter in the Auditor’s Report to the consolidated financial statements:

1.

Note 35 (b) to the consolidated financial statements, which states that, during the year ended 31
March 2014, various pre-existing loans / advances / deposits (together with interest) due from
United Breweries (Holdings) Limited ("UBHL") by the Company and its subsidiaries aggregating
Rs 13,374.17 million on 3 July 2013, were consolidated into a single loan agreement dated 3 July
2013 entered into between the Company and UBHL. With regard to the prior transactions that were
consolidated into the single loan due from UBHL on 3 July 2013, the Inquiry stated that, prima facie,
between 2010 and July 2013, certain transactions appear to have been undertaken and certain
accounting entries appear to have been made to show a lower exposure of the Company to UBHL
than that which actually existed at that time. The inquiry also indicates that the manner in which
these transactions were conducted and these entries made, prima facie, indicates various
improprieties and legal violations. As per the terms of the said loan agreement, interest payable by
UBHL to the Company in January 2015 amounted to Rs 1,911.00 million (gross of tax) and a further
interest amounting to Rs 1,270.50 million (gross of tax) was due in January 2016. However, the
Company is yet to receive such interest payment from UBHL. The Company has received a letter
from UBHL stating that it is involved in litigations with various creditors of Kingfisher Airlines Limited
in different Courts all over the country, and that some of the winding up petitions filed against UBHL
have been admitted by the High Court of Karnataka. As a result of the above and other relevant
factors, during the year ended 31 March 2015, the Company provided the remaining principal
balance of the loan aggregating Rs 9,954.60 million (in addition to the Rs 3,303.19 million that was
provided for during the year ended 31 March 2014) and did not recognise interest income of Rs
1,207.00 million for the year ended 31 March 2015 (in addition to the provision for interest received
(net) of Rs 713.77 million for the year ended 31 March 2014). Accordingly, the Company has also
not recognised interest income of Rs 315.90 million and Rs 1,270.50 million for the quarter and
twelve months ended 31 March 2016 respectively;

As stated in Note 26 (e) to the consolidated financial statements, on 25 February 2016, the
Company entered into a settliement agreement with a director pursuant to which he resigned from
his positions as a director and chairman of the Company and of the boards of its subsidiaries.
Amongst other terms as per the agreement, the director agreed to a five year global non-compete
(except United Kingdom) and procured/agreed to procure termination of certain agreements that
were voted down by the Company’s shareholders in the Extra-ordinary General Meeting (‘EGM")
held on 28 November 2014. The Company, under the settiement agreement, inter alia agreed a
mutual release in relation to matters arising out of the initial inquiry by the Company into certain
matters referred to in its consolidated financial statements for the year ended 31 March 2014 (as
mentioned in the Note 35 (a)). Additionally, the Company undertook to the aforesaid director that it
shall not bring a civil claim for money, damages or specific performance against the counterparties
mentioned in the aforesaid note 35 (a) in relation to the matters referred to therein. The Company
also entered into certain arrangements giving the director or his nominee an option to buy certain
non-core properties of the Company as per the terms stated therein. The Securities and Exchange
Board of India (“"SEBI") sought information regarding certain aspects of the settlement agreement,
to which the Company has responded (Refer Note 36 (i) to the consolidated financial statements).
Given the nature and complexities of the settlement, and the possibility of varied interpretations of
potentially applicable provisions of the Act and SEBI regulations, the Company obtained legal
opinions from a senior legal counsel and its external counsel, opining that the settlement agreement
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and the related documents are in compliance with the applicable provisions of the Act and SEBI
regulations;

As stated in Note 26 (d) to the consolidated financial statements, as per the requirements of the
equity listing agreements entered into by the Company with various stock exchanges in India and
various circulars and regulations issued by the SEBI and applicable provisions of the Act, the
Company sought approval of its equity shareholders for certain agreements in the extraordinary
general meeting (“EGM”) held on 28 November 2014. Some of the agreements, as detailed in the
aforesaid note, were not approved by the equity shareholders in the aforesaid EGM. The Company
has sought clarification/direction from SEBI with respect to the implications arising from the non-
approval of the said agreements. Pending the clarification/direction from the SEBI, during the year
ended 31 March 2015, the Company had recognised the underlying expenses pursuant to these
agreements up to 28 November 2014 aggregating Rs 1,357.30 million. The Company has not
recognised charges arising out of non-approved agreements for the period since 29 November
2014. Further, subsequent to 28 November 2014, in response to the letters received by the
Company from some of the concerned counterparties, the Company has made payments
amounting to Rs 74.30 million (excludes a cheque of Rs 6.10 million which has not been encashed)
to such counterparties with respect to the dues for services received prior to 28 November 2014
specifically stating that the said amounts would be refundable to the Company if it is determined
that such amounts were not payable by the Company in view of the shareholders not having
approved the respective agreements. During the current year, the Company has entered into
mutual release and termination agreements with some of the counterparties, wherein the Company
has retained the right to recover the amounts paid to the respective counterparties for the period
before November 28, 2014 in case any regulatory authority and/or any court of competent
jurisdiction decides that these amounts were not payable by the Company at a future date. Pending
clarifications from SEBI, based on an opinion received from a senior legal counsel, the
Management believes that these contracts have been rendered void by, and from the date of voting
down by, the shareholders;

Note 34 to the consolidated financial statements, 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
6,216.60 million secured by assets of the Company and pledge of shares of the Company held by
the USL Benefit Trust. The Company deposited a sum of Rs 6,280.00 million including prepayment
penalty of Rs 40.00 million with the bank and instructed the bank to debit the amount from the cash
credit account towards settlement of the loan and release the assets / shares pledged by the
Company. The bank, however, disputed the prepayment. The Company has disputed the same
and its writ petition is pending before the Honourable High Court of Karnataka. On 31 March 2015,
the bank demanded an amount of Rs 474.00 million towards principal and interest on the said loan,
which the Company contested in the Honourable High Court of Karnataka. As per the order of the
Honourable High Court of Karnataka, the Company engaged with the bank to commence
discussions. During the quarter ended 30 September 2015, the bank obtained an ex parte
injunction before the Debt Recovery Tribunal, Bangalore (‘DRT"), restraining the USL Benefit Trust
from disposing of the pledged shares until further orders. The Company and USL Benefit Trust,
upon receiving notice of the said order, filed objections against such ex parte order. During the
quarter ended 31 December 2015, the Company obtained a stay from the Honourable High Court
of Karnataka restraining the bank from dealing with the above-mentioned pledged shares until
further orders. Thereafter, the Company received another notice from the relevant bank seeking to
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recall the loan which had been prepaid, and demanding a sum of Rs 459.40 million, as well as a
subsequent notice issued under section 13(2) of SARFAESI Act in relation to the same loan.
Pursuant to an application filed by the Company before the Honourable High Court of Karnataka,
in the writ proceedings, the Honourable High Court of Karnataka directed that if the Company
deposited the sum of Rs 459.40 million with the bank, the bank should hold the same in a suspense
account and should not deal with any of the secured assets pledged by the Company under the
loan till the disposal of the first petition filed by the Company in the Honourable High Court of
Karnataka. Subsequent to the year end, the Company has accordingly deposited the said sum and
has replied to the bank’s various notices in light of the above. The aforesaid amount has been
disclosed as a contingent liability in the financial statements by the Company:

Note 43 (a) to the consolidated financial statements, which more fully describes the uncertainty
related to the outcome of writ petitions with the Honourable High Court at Patna, in relation to the
ban imposed by the Bihar State Government on trade and consumption of foreign liquor in the state
of Bihar with effect from 5 April 2016. Pending final disposal of the petitions, no adjustments are
considered necessary in the financial statements;

Note 36 to the consolidated financial statements, wherein it is stated that (i) the Company has
received a notice from the Ministry of Corporate Affairs, under section 206(5) of the Act, requesting
explanations and comments as to why action should not be initiated in relation to various
contraventions alleged by the Joint Director under provisions of the Act ; (ii) the Company has
received notice under Section 131 of the Income Tax Act, 1961; (iii) the Company has received
letters from erstwhile auditors who served as the Company’s statutory auditors during the period
covered by the Inquiry, seeking to understand the impact of the findings of the Inquiry on their
respective audit reports; (iv) the Company has received a letter from the Institute of Chartered
Accountants of India seeking a copy of the Inquiry Report, pursuant to Section 21C of the Chartered
Accountants Act, 1949; (v) the Company has received a letter from the Enforcement Directorate of
the Government of India in connection with investigation being conducted under the provisions of
Foreign Exchange Management Act, 1999 seeking necessary details; (vi) the Company has
received a notice under Rule 20 of the Second Schedule to the Income tax Act, 1961, issued with
respect to a director of the Company and another Company where such director is the principal
officer; and (vii) the Company has received letters from the Securities and Exchange Board of India
under Section 11 of the SEBI Act, 1992; and

Note 35 to the consolidated financial statements, wherein it is stated that the Inquiry noted certain
regulatory non-compliances with respect to the Companies Act, 1956, the listing agreement with
the stock exchanges in India and other regulations as mentioned in the said note, and that the
financial impact of these non-compliances on the Company were estimated by Management to be
not material.

The auditors’ opinion is not qualified in respect of these matteri.
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UNITED SPIRITS

A DIAGEOD Group Company

PRESS RELEASE

Audited financial results for the year ended 31 March 2016 (Standalone only)

:-_Net sales of Prest;ge and Ahove segm nt
positive price/mix - ST

s 'Dlageo brand portfollo contrzbuted 19ppts net sales growth to, the Prest:ge and Above_segment

7.Grore as a result of divestmients

“This year was a continuation of the joiirney we started two years ago:. posmonmg this business 1o be the market leaderin
the miost attractive profit poois of the-futire. We have leveraged. our core strengths and focused behind the most attractive-
-categories and geographies, with a clear set of our power brands. We continué to transform our crganization and build new
capabilities in line with our strategic priorities. Focus on our productivity approach continues to deliver efficiencies through
projects that challenge every element of cast that does not represent value for the consumer. These gains have bean re-
invested behind new capabilities, our brands and our roufe to consumer strategy to support future growth.

Lookirig at F16, the robust top line and bottom fine performance gives me confdence in our strategy behind our.power
brands, our clear focus on the Prestige’and’ Above segment-and our selected participation play in the Popular segment. We
have successfully completed the integration of the: Diageo brand portfolio this year. and we now have an outstanding portfolio
of brands across each key category and price point.

Net sales growth of 26% of the Prestige and Above segment was fuelled by our premiumisation strategy and the full
'|ntegrat|on of the Diageo brand portfolio. As part of our renovation strategy we completed the re-launch of Royal Challenge
and the new look McDowell's No.1 whiskey i is-also now in market. The re-launch of Signature started towards the end of
Q4 and we expect to see-positive momentum in the brand in the next fiscal. As- hlghllghted earlier this year, we have faced
‘specific industry challenges in states such as Uttarakhand and Chhattisgarh and the Haywards temporary pricing ¢hallenge
in Karnataka also riegatively impacted performance this fiscal.

Qur EBITDA delivery was robust and grew 81% in line with our expectations. We have successfully reduced net debt by Rs
737 Crore through our non-core asset divestment strategy. This has sirengtheried the balance sheet, lowered interest cost
and improved shareholder value

These results and the actions that are driving this gfowth give me confidence that USL can deliver strong and sustained
performance in the coming years."



Key financial information
Foryear ended 31 March 2018

Rs. Crores

2016
FY

2015
FY

Growth
%

Net sales

COGs
-.Gﬂr:{_:}s.sdp;'bfi:t .
Staff cost
Marketing sperid
Other Overheads

Exchange i_Ji_fference Gain/Loss/Other Income _

Depreciation

EBIT

In{erest e

‘PBT before exceptional itemis
Except;onalnems e
PBT

Tax

‘PAT

| (5306)
3,786

_(654)

| 288

880

{447)

- 736:..

e
(192)
il

(102).

8,049

3,281

'(6"45.9) e

787

160

536

e

{58B)

872

(1,928

@s

(1,956)

(4?69) RO

. ..(1‘389} s
486 _

(10

13
.
1%:
R
23
(7)
81
an
(7).
e
(25)
874
139
e
578
150

9,800
9,000 676

8,200

7,400

6,600

5,800

5,000
Reported Diageo brand
F1i5 portiofio

(208)

(38)

Volume Price/mix Other operating

income

9,092

Reported
F18

Reported net sales were up 13%: Direct distribution and sales of the Diageo brand portfolio in India added Rs, 676 Crore
of net sales in the full year positively impacting net sales by 8ppis. The adverse volume jmpact is mainly driven by the
Haywards brand due to the temporary pricing chailenge in Karnataka in the second quatter, Pricing during the yaar reimained
muted in the highly regulated environment in lhdia. Favourable price/mix was driven by positive brand/state and segment

mix.
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EBITDA was up 81 %, mainly driven by incremental net sales from the Diageo brand portfolio coupled with continuous focus
on the Prestige and Above segment and selected play in the Popular segment.- We continue to invest behind our brands
with an underlying increase in our marketing investment of 39% versus last year, excluding the imipact of the Related Party
Transaction savings but including the investments behind the Diageo brand portfolio. Investment behind the USL brands
increased by 10% ahead of top line growth.
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EBITDA margin of 8.7% improved by -364bps versus prior year. Gross margin improvement was mainly driven by the
integration of the Diageo brand portfolio and our continued focus on portfoiic premiumisation and clear participation choices
in our Popuiar segment. These savings have been re<invested behind our brands and capabilities. Other overheads
positively. impacted margins driven by lower employee related costs.and other .operational overhead costs. Comparison
against the Jevel of provisions made in previous vear and the berefit of the elimination of Related Party Transactions also
positively impacted margin.
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Cash closed the year at Rs. 182 Crore following debt repayment. Underlying operations generated cash of Rs. 393 Crore,

net of Rs, 277 Crore increase in working capital, including the incremerital working capital associated with the Diageo brand

‘portfolio. Net-capex was:higher than last yearas we invested in upgrading strategically important manufacturing units. Cash

generated from the divestment ‘of the UBL Shares and the Bouvet Ladubay subsidiary was used for short term debt-
repayment resulfing a reduction in inferest costs.
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Net debt reduced by Rs. 737 Crore driven by the divestment of non-core-assets, mainly the UBL Shares and the Bouvet
Ladubay. subsidiary. These divestments together with renegotiation of borrowings terms’ reduced the total interest cost.
Significant improvement in overall financial flexivifity, corporate governance -and our compliance framework has beer
reflected in our improved credit rating, During the year, ICRA Limited upgraded the Long Term Rating from BBB to A+, while
the Short Term Rating Improved from A3 to A1+, These improved ratings will-enable us-fo access more economical sources
of debt leading to lower interest cost and increased shareholder valus.

The USL Standalene resuits will. show an overali debt reduction of Rs. 1,118 Crore pasitively impacted by the elimination
of the intercompany debt post the: Scheme of Amalgamation between the Company and SW Finance Co. Limited, a
wholly owned subsidiary of the Company.



We have improved both top line growth and increased operatmg profit in & highly regulated 7 competitive environmerit and
have further strengthen our core brands to be best placed to win in-every segment. Our performance in'the Popufar segment
reflects our prioritized participation strategy and the net sales growth of the Prestige and Above segment clearly shows
positive signs of our premiumisation strategy. During the year we have continiied our renovation agenda completing the re-
launch of Royal Challenge the current roll out of McDewell's No.1 wh|skey and the Signature rencvation. The impact of
-these successful renovations. will continue to be-a positive driver of future growth. The new reniovated range can be seen
below.

F16 has seen a continuation of our productivity journey through every aspect of the P&L. Further efficiencies achieved have
‘been achisved and reinvested into our brands and capabilities. We have continued our Perfect Store program this year,
driving enhanced shopper-experience and building brands in store with the number of perfect stores increasing by ~5,000
to ~20,000 in the, year..

Overall volume was down 1% with net saies up 13% on stronger performance of the Prestige and Above segment. The.
integration of the Diageo brand porifolio also had a positive mix impact accounting for half of the overall positive mix. The
main contributors were Johnnie Walker, Black & White, VATE9 and Smirnoff. Good performance of Black Dog in the
premium segment and the re-launch of Rayal Challenge and McDoweil's: No-1. whiskey in-the prestige segment-also had
favourable net sales mix impact,

= We have integrated the Diageo brand pertfolio into USL this fiscal. The portfolio consists of over 20 brands, with the
key brands being Smirnoff, VAT69, Johnnie Walker and Biack & White, all of which are positioned in the premium and
luxury segment. The Diageo brand portfolio added 1.3m cases volume,

» The Popular segment represents 63% of total volumes and 49% of total net sales. 4ppts and Sppts.respectivety below
last year. Popuiar segment volume declined 7% and net sales grew 2%. The reduction in volume was largely driven’by
the specific temporary pricing challenge on Haywards in Karnataka which impacted volume growth by circa (4) ppts.
Despite this, overall Popular segment net.sales grew 2% fuelled by good growth of our power brands which represent
almost 80% of our net sales in the popular segment: McDowell's Rum and Brandy; Bagpiper; Old Tavern and Director's
Special whiskey.

« The Prestige and Above segment represents: 37% of total volumes and 51% of total net'sales, up 4ppts and Sppts
respectively when compared to prior year. Voluime incieased 10% with net sales: up 26%. Excluding the Diageo brand
portfolio, volume was up 6% and net sales up 8%. Robust growth of the segment was fuelled by our renovation strategy
with the re-launch of Royal Challenge and benefited from the recent new look McDowell's Na,1 whiskey,

» The Royal Chalienge re-latinch was completed at the beginning of this fiscal and we have seen exceptional growth
in each quarter with volume growth of 61% and 50% net sales growth in the full year.

« The new look McDowell’s No 1.:whiskey was launched in the third quarter and posted 18% volume and 23% net
sales growth in Q4.resulting in overall votume growthof 8% and net sales growth of 13% in the full year.

» The performance of Signature was muted with volurne decline of 2% and negative price/mix of 7ppts. The re-launch
of Signature started towards end of Q4 and we expect to see positive momentum in the brand in the next fiscal.

+ Antiquity volume was up 18% with nét salés up 10%.



+ Black Dog performance was robust during the year and:volume grew 23% with net sales up 24%.

Neilsen tertiary share data® is reflective of the above showing strong.shareé momentum on Royal Challenge while, the
McDowell's No.1 whiskey. franchise maintained share for the year, with positive share gains on the maih core variant of
McDowell's No:1. The full positive impact of the new look McDowell's No.1 whiskey franchise. (as depicted ahove) plus the:
fully renovated offering on Signature is expected to be seen in the coming year.

We have also continued to see strong share momentum on the Premium Scotch portfolio, Black Dog, Black & White and
Vat89, and on our Premium Vodka portfolio, led by Smirnoff. The core variants of Johnhie Walker Red, Black -and Double
Black have also shown positive share gains for the full year,

Note (1): AC Neilson Value share melrics for the 12.month period ending 31 March 2016,

‘The Board of Directors of United Spirits Limited at their meeting in Bengaluru today considered and approved the audited
financial results for thie year ended 31 March 2016,

Appendix

Volume by segments (EU million)

: R L A Q2 Q2
 Prestige and Above, 342 - 31 80 79
Popular E 13.8 - 155
Total : \ : 2. 218 234
“The. volurrie analysis above exclides royalty and franchise volume ike for like comparison)

Cautionary statement concerning forward-looking statements

This document contains ‘forward-looking' statements. These statements can be identified by the fact that they do not relate
only to historical or current facts. In particular, forward-locking staterments include all statemenis that express forecasts,
expectations, plans; outlook and projections with respect to fulure matters, including trends in results of éperations, margins,
growth rates, overall market trends, the impact of changes in interest or exchiange rates, the availability or cost of financing
to United Spirits Limited, anticipated cost savings or-synergies, expected investments, the completion of United Spirits
Limited's strategic transactions and restructuring programmes, anticipated fax rates, expected cash payments, outcomes
of litigation, anticipated deficit reductions in relation to pension schemes and general economic conditions. By their nature,
forward-locking statements involve risk and uncertainty because they relate o events and depend on circumstances that
wili occur in the future. There are @ number of factors that could cause actual results and developments to differ materially
from those expressed or implied by these forward-looking statements, including factors that are outside United Spirits
Limited's control. United. Spirits: Limited neithier intends,:nor assumes any obligation, to update or revise these forward-
looking statements in the light of any developments which may differ from those anticipated.

Media enquiries to: Michelle D'Souza Michelle dsouza@unitedspirits.in
+81 98 208 59690

Investor enqulifies to: Richard Kugler +91 80 39642172
+81 98 0116 1930
richard kugler@uriitedspirits.in
investor Relations mailbox lnvester relations@unitedsiirits. in




Coriference call and live Q&A session

Anand Kripalu Managing Dlrector and Chief Executive Officer and Sanjeev Churiwala, Chief Financial Officer will be
hoshng a Q&A session on Friday 27th May 2016 at 12:00 pin {Noon,.IST time}.

To participate the Q&A session please use the below dial in details.

Dial in details:

LI

hitp:/iservices.choruscall.in/diamongdpassire istrat:on‘?confmnanonNumber=3820918
{Copy and pasto the above link in.your internet browser 10 access the Dismond Pass. 7

All other participants diat the numbers below

Please dial-the befow number at least 5-10 minutes priorto the:conference schedufe to ensure that you are connected to
your call in fime.

+91 22 6663 5516

Tecdndany Mumber +91 22 3960 08651

Looal Angews Mumbey 8000 1221
Avaifable in - Ahmedabad, Bangalore, Bhubaneswar, Chandigarh, Chennai,
Coimbatore, Delhi, Goa, Guntur, Gurgaon, Hyderabad, indore, Jamshedpur,
'Kanpur, Kochi/Cochin, Ko[hapur Kolkata, Nagpur, Noida, Patna, Pune, Raipur,

‘Rajkoft; Surat, Trivandrum, Vadodara, Vijayawada
Actessibie from all major carriers except BSNUMTNL

3940 3977
Available in - Ahmedabad, Bangalore, Chandigarh, Chennai, Gurgaon {NCR}),

Hyderabad, Kochi/Cochin, Kolkata, Lucknow, Pune
Accassible fromr ali carriers,

oy » USA - 18667462133

e UK-08081011573

» Singapdre - 8001012045

» Hong Kong - 800964448

Pl + HongKong - 85230186877

s Singapore - 6531575746

» UK - London - 442034785524

¢ USA-losAngeles - 13233868721




