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Innovation - captured in a bottle.

Innovation defines in the simplest manner what we, at

UB do. In essence it means doing everything better...

more effectively.

We are driven by the will to go beyond customer

expectation through innovation. Powered by core

brands like Kingfisher Premium Lager, UB Export

Lager, Kingfisher Strong, London Pilsner and Premium

Ice beer, we have done and will continue to do just that-

exceed expectations, innovatively.
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Shareholders,

We meet today in a somewhat more sanguine

environment than in the recent past. The economic

fundamentals of the country appear to be on a

sustainably improved footing after several indifferent

years. A generally good monsoon with only a few notable

exceptions, such as in Karnataka,is adding to the general

sense of well being brought about by low inflation and

improved productivity.

The feel-good factor which is slowly spreading across

the country is helping to improve consumption and

demand for a wide variety of consumer products

including those of your company. It is notable that after

an extended period of time, growth is being recorded

across various different sectors of the economy. The

prime mover is the rapidly expanding Service Sector

which is adding jobs, critically, among the educated youth

of the country, thereby setting in motion the beginnings

of a revolution which will alter expectations and customs

indelibly.

This quiet revolution spearheaded by the emerging class

of youthful entrepreneurs, who, while working in the large

and small towns of India, cater to a world market, has

ushered in a change in the traditional outlook on

consumption of alcoholic products in India. Until last

year,young educated Indians looked forward to

going overseas to take up career enhancement

opportunities, primarily, in recent years,

through the software sector. The boom in

off shoring by many of the leading companies

in the world to outsourcing centers in India

has created a new generation of Indian

who is plugged into a much wider

universe to which he caters while

remaining resident in India.

These factors have helped create a general buoyancy in

the demand for beer which recorded overall growth of

about 1 2%. Your company, as the unrivalled leader of

the industry in India, has ensured rising market shares

with a growth of over 1 7%, bringing total sales for the

year to 30.5 million cases. Several factors have helped

United Breweries enhance its leadership and to further

extend its position from competition. Not least has

been the various innovations led by the low priced pint

offering that has been introduced by you^

several key markets. This innovation

down price that the consumer has to

unit. The popularity of this innovation in tft

where beer has traditionally been sold in

bottle encourages the company to extettd, .t

to additional markets in the coming yeVffc

The Kingfisher family of brands has,

its customary leadership position in

franchise across the nation with sales of 0,€
cases. Almost I of 3 beers consumed j

during last year was a Kingfisher. YotiM

long prided itself on the awareness of the Jjrni!i|̂ ^̂ B||= ;

in the minds of consumers through a

traditional and ingenious marketing

Association with sport and popular culture

your company's products remain relevant to the wider •

consuming public. At the same time, association of

brands like Kingfisher, with aspirational icons, through

the medium of fashion and fun has ensured that the

brand is associated with newly emerging values of Indian

society.

Your company was the first to recognize that imminent

growth in the industry would attract a number of foreign

players into the industry.
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I am pleased to report that the agreements which were
reached with Scottish & Newcastle pic. (S&N) of
Edinburgh,United Kingdom, last year, have since fructified
in a gainful multifaceted arrangement. UB directly
benefits from the introduction of Rs 250 crores by way
of Redeemable Optionally Convertible Preference
Shares and External Commercial Borrowing. As these
funds are intended to repay existing high cost debts,
your company will see a substantial reduction in the
interest burden in future years. Pending the completion
of regulatory formalities for induction of the capital, a
bridge loan has been availed of at competitive rates of
interest. Simultaneously, the Joint Venture company with
S&N, namely McDowell Alcobev Limited, has now been
fully funded and this company, with a number of brands
and breweries in strategic locations, is set to become a
major player in India's brewing industry thereby further
enhancing the Group's undisputed leadership position
in the brewing industry.

As you may be aware, a significant development has been
the recent acquis i t ion of a majority stake and
management control of Shaw Wallace Breweries Ltd. by
South African Breweries (SAB). The inevitable
consolidation of the industry is well on its way and in
most markets today the "South African Breweries - Shaw
Wallace combine" stand a clear second to the "United
Breweries - Scottish & Newcastle combine". Given the
large financial investments that have been, made recently
into life industry, particularly by multinational players
sgqh ^s S&N artd §AB, I anticipate that both the major

f a common need to garnering
fftpiws of» capital Investment, will work

'1ij»f*,rwid/'profitability of the industry by
reducing wastiefal expenditure on discounting.

Though all the fundamental drivers for sustainable
•growth over an extended period are in place, I must
caution you of the uncertainties caused by the continuing
slow pace of deregulation in the industry. It is indeed

strange that while the Beverage Alcohol Industry Is $;
major contributor to the exchequer of almost every
State in the Union, Governments have not yet wokerr
up to the need for a regulatory environment that isj;
transparent and which will nurture the industry Itselfi
This is the only key to continuous enhancement of tax
revenues. As in the past, I am deeply engaged in furtherin|
the cause for regulation and rational regulation with the
concerned authorities. It is only upon the much needed
changes being effected that the true potential of the
industry, and indeed of your company, can be fully
achieved. I remain, however, cautiously optimistic that I
will succeed in my efforts based on positive responses
in a few States. -

Though uncertainties caused by regulatory
pronouncements can impede the sustenance of this
industry, your company has persistently demonstrated
its ability to cope with the environment and deliver a
superior product to the consumers and to meet changing
needs and aspirations. 1 am confident that the relentless
efforts of UB in providing the consumer with the best
beer in the country will be vindicated through higher
growths and profits.

Pursuant to UB's commitment to extending corporate
governance and transparency, we have provided a variety
of non mandatory details in the Management Discussion
Section of the Annual Report.

The achievements of the year would not have been
possible without the enthusiastic cooperation of my
colleagues on the Board.the ManagementTeam,Suppliers,
Customers, the Financial Community and Employees. I
thank each one of them as also you the Shareholders
for your consistent support to the company.

VtjAY MALLYA
CHAIRMAN
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Dr.Vijay Mallya
Chairman

K. Ganguly
Managing Director

P. A. Murali
Executive Vice President

- Finance & Accounts

N. K.
Executive Vice Pras«de(^; .".*.' _4]

- Manufecturlng' ' • ' ̂  -*,'.5

Shekhar
Ramamurthy

Executive Vice President
Sales & Marketing

Govind lyengar
Company Secretary

www.reportjunction.com

http://www.reportjunction.com
www.reportjunction.com


ar

Ira
IN Id

•)3>|.IBUI }Uld ari|EA 3SB3 UOj||IUI 1

B 9)«943 o* padjaq pue $|3A3| MO| pa)uapaDa.idun JE aaud aqj daa>|
09 padjaq 4di||4n} SBtj §uj&1»ped PUB juauiaSBUEiu ureip Xjddns SAJJEAOUUI

ajqBpjQjjB a.ioiu B pajqBua SEq Sujjaj^o |iu QS9 leuopipBJ^ aq^ 05 3AjjBujaj|B UE SB >)DEd juid JSHBLUS SujzuBindoj

• • ' ' • ' ' • ' lli;^VV'v'^
PUB sapjoq ssB|3 ajqBUjn J9J 'aaud UMOP »nd MO| B uo Suî ejado 'japoui >juup yos aqj pa^dopB X|3Aj)BAouui scq gn
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EXPENDITURE PROFILE

Finance
cost 7%

Other
operating
cost 11%

Advertisement
7%

Selling
expenses
10%

Personnel
Cost 5%

Depreciation
1%

Excise Duty
20%

Material Cost
39%

100 -

*/>* *.;
I'tlWfyK}'*
« 1V%v,4'fifel •

UB vs INDUSTRY
,

VOLUME PERFORMANCE
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