GROUP

Your Directors have pleasure in presenting the Second
Annual Report of your Company and the audited
accounts for the year ended March 31, 2006.

The name of the Company has been changed from
McDowell India Spints Limited to McDowell Holdings
Limited with effect from October 17, 2006, as part of

the Composite Scheme of Arrangement,

In terms of a Composite Scheme of Arrangement
sanctioned by the Hon'ble High Court of Karnataka,
the Investment business of McDowell & Company
Limited (since renamed as United Spirits Limited}),
was demerged into the Company, with retrospective
effect from the opening hours of April 1, 2005. The
dividend income on these investments has been
accounted in the financial statement,

FINANCIAL RESULTS
Particulars For the Financial
Year Ended
31-03-2006
(Rs.)
Income 4 547 352
Less @ Expenditure 1,275,869
Profit for the year 3,271,483
Less : Income Tax provision 267,000
Less - Loss brought forward
from previous year 178,690
Balance carried forward
to Balance Sheet 2,825,793

DIVIDEND

Your Directors do not recommend payment of
dividend for the year under review in order to
conserve the available surplus for business
expansion.

CAPITAL

During the year under review, the Authorised Share
Capital was increased from Rs. 1,000,000 to
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Rs. 150,000,000 divided into 15,000,000 equity shares
of Rs. 10/- each on October 26, 2005.

In terms of the Composite Scheme of Arrangement
sanctioned by the Hon'ble High Court of Karnataka,
12,094 281 equity shares (including fractional
entitlement), of Rs. 10/- each fully paid were issued and
allotted to the shareholders of United Spints Limited
(formerly known as McDowell & Company Limited), in
the ratio of 1 equity share of Rs. 10/- fully paid up in
respect of every 5 equity shares of Rs. 10/- each fully
paid up, held in United Spirits Limited (formerly known
as McDowell & Company Limited), on November 6,
2006. Consequently, the Issued, Subscribed and Paid
up Share Capital stood increased from Rs. 500,000

divided into 50,000 equity shares of Rs. 10/- each 1o
Rs. 121,442 810 divided into 12,144,281 equity shares

of Rs. 10/- each.

Consequent upon the allotment of equity shares as
aforesaid, your Company ceased to be a subsidiary of
United Spirits Limited (formerly known as McDowell &
Company Limited).

PROSPECTS

Your Company is exploring opportunities for exploiting
its existing brands and also acquire new brands and

other lines of business.
DIRECTORS

Mr. V.S, Venkataraman was appointed as an Additional
Director on September 22, 2005, in terms of Section
260 of the Companies Act, 1956, and will hold office
up to the date of the Annual General Meeting.

Dr. Viay Mallya, Mr. N. Srinivasan and
Mr. M.R. Doraiswamy lyengar were appointed as
Additional Directors on November 06, 2006, in terms
of Section 260 of the Companies Act, 1956, and will

hold office up to the date of the Annual General
Meeting.

Notices in wrting have been received by your
Company from certain members signifying their
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intention 1o propose the appointment of
Mr. V.S. Venkataraman, Dr. Vijay Mallya, Mr. N.
Srinivasan and Mr. M.R. Doraiswamy lyengar as
Directors at the Annual General Meeting.

The Board of Directors of the Company, at their
meeting held on November 6, 2006, appointed
Mr. A. Harnish Bhat as Managing Director of the
Company in terms of Section 269 of the Companies
Act, 1956, for a period of three years with effect from
November 6, 2006, without remuneration, subject to
the approval of the Shareholders at the Annual
General Meeting. Mr. A. Harish Bhat shall not be
subject to retirement by rotation during his tenure as
the Managing Director of the Company.

Mr. PA. Murali, who was appointed as an Additional
Director on September 22, 2005, resigned from the
Board with effect from November &, 20086,

Mr. I.P. Suresh Menon and Mr. R.N. Pillai resigned
from the Board with effect from November 6, 2006.
The Board places on record its appreciation of the
valuable services rendered by Messers PA. Murali,
I.P. Suresh Menon and R.N. Pillai during their tenure
of office as Directors of your Company.

AUDITORS

Mfs. Vishnu Ram & Co., your Company's Auditors are
eligible for re-appointment at the Annual General
Meeting and it is necessary to fix their remuneration.

LISTING OF EQUITY SHARES
OF THE COMPANY

In terms of the Composite Scheme of Arrangement
(the Scheme), the Company has allotted equity
shares to the shareholders of United Spirits Limited
(formerly known as McDowell & Company Limited), as
per the ratio specified in the Scheme. Your Company
has taken steps to list its equity shares with
Bangalore Stock Exchange Limited, Bombay Stock

Exchange Limited, National Stock Exchange of India
Limited, Madras Stock Exchange Limited, The Delhi
Stock Exchange Association Limited, The Calcutta
Stock Exchange Association Limited and Ahmedabad
Stock Exchange Limited, in terms of the Scheme.

In view of the listing of equity shares of vyour
Company with the Stock Exchanges, your Company
has reconstituted the Board and set up Audit
Committee and Shareholders / Investors Grievance
Committee on November 6, 2006. The Audil
Committee and Shareholders / Investors Grievance
Committee comprise of the following members :

Audit Committee

* Chairman — Non
Executive Independent
Director

1. Mr. N Srinivasan

- Non Executive
Independent Director

2. Mr. M R Doraiswamy
lyengar

3. Mr.V S Venkataraman @ Non Executive Director

Shareholders / Investors Grievance Committee

1. Mr. M R Doraiswamy
lyengar : Chairman — Non
Executive Independent

Director

2. Mr.V SVenkataraman ;| Non Executive Director

DESPATCH OF SHARE CERTIFICATES /
CREDIT TO DEMAT ACCOUNTS

The share certificates in respect of shareholders who
have opted for holding shares in physical form and
credit to demat account in respect of shareholders
who have opted for holding shares in demat form will
be despatched / credited to demat account upon
receipt of the approval from the Stock Exchanges.
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DEMATERIALIZATION OF EQUITY SHARES

The equity shares of your Company have been
admitted to National Securities Depository Limited
(NSDL) and Central Depository Services (India)
Limited (CDSIL) to facilitate trading in electronic form.,

As the depository system offers numerous
advantages, members are requested to take
advantage of the same and avail of the facility of
dematerialisation of the Company's equity shares.

CORPORATE GOVERNANCE

As the equity shares of the Company are yet to be
listed with the Stock Exchanges, the Corporate

Governance Report and Management Discussion
Analysis Report will be included in the Annual Report

next vear.

CONSERVATION OF ENERGY AND
TECHNOLOGY ABSORPTION

The details relating to Conservation of Energy and
Technology Absorption pursuant to Section 217(1) (&)
of the Companies Act, 1956, are not applicable.

FOREIGN EXCHANGE EARNINGS
AND OUTGO

During the year under review, the Company had no
transactions in foreign exchange.

EMPLOYEES

The Company has no employee in respect of whom
Statement under Section 217 (2A) of the Companies
Act, 1956, is required to be annexed.

FIXED DEPOSITS

The Company has not accepted any deposits from the
public during the year.
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DIRECTORS' RESPONSIBILITY STATEMENT

As required In terms of Section 217 (2AA) of the

Companies Act, 1956, your Directors wish to state
that:

a. In the preparation of the Annual Accounts, the
applicable Accounting Standards had been
followed along with proper explanation relating to
material departures;

b. The Directors had selected such Accounting
Policies and applied them consistently and made
judgements and estimates that are reasonable
and prudent so as to give a true and fair view of
the state of affairs of the Company at the end of
the financial year and of the profit for the year;

c. The Directors had taken proper and sufficient care
for the maintenance of adeguate accounting
records in accordance with the provisions of this
Act for safeguarding the assets of the Company
and for preventing and detecting fraud and other
iregularties; and

d. The Directors had prepared the Annual Accounts
on-a going concem basis.
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By Authority of the Board

DR.VIJAY MALLYA
Chairman

Bangalore
November 23, 2006



Auditors’ Report fo the Members of McDowell India Spirits Limited

(Since Changed to McDowell Holdings Limited)

To

The Members of
McDOWELL INDIA SPIRITS LIMITED.
{Since changed to McDowell Holdings Limited)

1.

We have audited the attached Balance Sheet of
McDowell India Spirits Limited (Since changed
to McDowell Holdings Limited), as at 31# March
2006, the Profit and Loss Account and also the Cash
Flow Statement for the year ended on that date
annexed thereto. These financial statements are the
responsibility of the Company’s management, Our
responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing
standards generally accepted in India. Those
standards require that we plan and perform the audit
to obtain reasonable assurance about whether the
financial statements are free of material
misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes assessing the accounting principles used
and significant estimates made by management, as
well as evaluating the overall financial statement
presentation, We believe that our audit provides a
reasonable basis for our opinion.

As required by the Companies (Auditor's Report)
Order, 2003 issued by the Central Government of
India in terms of sub-section (4A) of Section 227 of
the Companies Act, 1956 (1 of 1956), we enclose in
the Annexure a statement on the matters specified
in paragraphs 4 and 5 of the said order.

Further to our comments in the annexure referred to
above, we report that:

i. We have obtained all the information and
explanations, which to the best of our knowledge
and belief were necessary for the purposes of our
audit:

i. Inour opinion, proper books of account as required

by law have been kept by the company so far as  Bangalore
November 23, 2006

appears from our examination of those books,

Vi,

GROUP

The Balance Sheet, Profit and Loss Account and
Cash Flow Statement dealt with by this report
are in agreement with the books of account;

In our opinion, the Balance Sheet, Profit and
Loss Account and Cash Flow Statement deailt
with by this report comply with the accounting
standards referred to in sub-section (3C) of
section 211 of the Companies Act, 1956,

On the basis of the written representation
received from the directors and taken on record
by the Board of Directors, we report that none of
the directors is disqualified as on 31-03-2006 from
being appointed as a director in terms of clause
(g) of sub-section (1) to section 274 of the
Companies Act, 1956,
In our opinion and to the best of our information
and according to the explanations given to us, the
said accounts read together with the notes thereon,
give the information required by the Companies
Act, 1956, in the manner so required and give a
true and fair view in conformity with accounting
principles generally accepted in India;
a. inthe case ofthe Balance Sheet, ofthe state
of affairs of the Company as at 31-03-2006;

b in the case of the Profit and Loss account,

of the profit for the year ended on that date;
and

¢. Inthe case of the Cash Flow Statement, of

the cash flows for the year ended on that
date.

For Vishnu Ram & Co.,
Chartered Accountants,

(S. Vishnumurthy)
Proprietor.
Membership No. 22715
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[Referred to in paragraph 3 of our report of even date]. (g)

(a)

(b)

(c)

(d)

(e)

(f

The company did not have any fixed assets.
Therefore, the provisions of clause 4(i) of the
Companies (Auditor's Report) Order, 2003 are
not applicable to the company.

There were no stocks of goods. Therefore, the
provisions of clause 4(ii) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

The company has not granted any loans to
companies, firms or other parties covered in
the register maintained under section 301 of the
Companies Act, 1956. Therefore, the provisions
of clause 4(iija) to 4(ii)(d) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

The company has not taken any loans from
companies, firms or other parties covered in
the register maintained under section 301 of the
Companies Act, 1956. Therefore, the provisions
of clause 4{iii}{(e) to 4(iii){g) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

In our opinion and according to the information
and explanations given to us there are
adequate internal control system
commensurate with the size of the company
and the nature of its business with regard to
purchase of inventory and fixed assets and for
the sale of goods and services. During the
course of the audit, we have not observed any
continuing failure to correct major weaknesses
in internal controls.

According to the information and explanations
given to us, there were no transactions that
need to be entered into the register maintained
under section 301 of the Companies Act, 1956.
Therefore, the provisions of clause 4(v)(a) of
the Companies (Auditor's Report) Order, 2003
are not applicable to the company.

(h)

(i)

()

(k)

()

Annexure to the Auditor’s report

In our opinion and according to the information
and explanation given to us, there were no
transactions made in pursuance of contracts or
arrangements entered in  the register
maintained under section 301 of the
Companies Act, 1956. Therefore, the provisions
of clause 4{v)(b) of the Companies (Auditor's
Report) Order, 2003 are not applicable to the
company.

The company has not accepted any deposits
from the public. Therefore, the provisions of
clause 4(vi) of the Companies (Auditor's
Report) Order, 2003 are not applicable to the
company.

The company does not have an internal audit
system of its own. However, the company is
subjected to internal audit by the group internal
audit department. In our opinion, the prevalent
system is commensurate with the size of the
company and nature of its Business.

Provisions with regard to maintenance of cost
records. under section 209(1)d) of the
Companies Act, 1956 are not applicable to this
company.

The company is regular in depositing with
appropriate authorities undisputed statutory
dues including income tax and other material
statutory dues applicable to it.

Further, since the Central Government has Hill
date not prescribed the amount of cess
payable under section 441A of the Companies
Act, 1956, we are not in a position to comment
upon the regulanty or otherwise of the company
in depositing the same.

According to the information and explanations
given to us, no undisputed amounts payable in
respect of income tax, wealth tax, service tax,
sales tax, customs duty, excise duty and cess
were in arrears, as at 31-3-2006 for a period of
more than six months from the date they
became payable.



Annexure tothe Auditor's report (Contd.)

(m)

(n)

(0)

(p)

(a)

(r)

(s)

(t)

According to the information and explanations

given to us, there are no dues of sales tax,
income tax, customs duty, wealth tax, service

tax, excise duty and cess which have not been
deposited on account of any dispute.

The company has been registered for a period

of less than five vyears. Therefore, the
provisions of clause 4(x) of the Companies

(Auditor's Report) Order, 2003 are not
applicable to the company.

The company has not taken any loans from
banks or financial institution nor issued any
debentures. Therefore, the provisions of clause

4(xi) of the Companies (Auditor's Report) Order,
2003 are not applicable to the company.

The company has not granted any loans on the

basis of security by way of pledge of shares,
debentures and other securities. Therefore, the

provisions of clause 4(xii) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

The company i1s not a chit fund or a nidhv/
mutual benefit fund/society. Therefore, the
provisions of clause 4(xiii) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

The company is not dealing in or trading In
shares, securities, debentures and other
investments. Therefore, the provisions of clause
4(xiv) of the Companies (Auditor's Report) Order,
2003 are not applicable to the company.

The company has not given any guarantees for
loans taken by others from banks or financial

institutions. Therefore, the provisions of clause
4(xv) of the Companies (Auditor's Report)
Order, 2003 are not applicable to the company.
The company has not raised any term loans
during the year. Therefore, the provisions of
clause 4(xvi) of the Companies {(Auditors

Report) Order, 2003 are not applicable to the Bangalore
November 23, 2006

company.

(u)

(v)

(w)

(X)

(¥)

GROUP

According to the information and explanations
given to us and on an overall examination of
the balance sheet of the company, we report
that no funds raised on short-term basis have

been used for long term investment.

According to the information and explanations
given to wus, the company has not made
preferential allotment of shares to parties and
companies coverad in the register maintained
under section 301 of the Act, Therefore, the
provisions of clause 4(xviii) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

According to the information and explanations
given to us, the company has not issued any
debentures during the year. Therefore, the
provisions of clause 4(xix) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

During the year, the company has not raised
any money by public issue. Therefore, the
provisions of clause 4(xx) of the Companies
(Auditor's Report) Order, 2003 are not
applicable to the company.

According to the information and explanations
given to us, no fraud on or by the company has
been noticed or reported during the course of
our audit.

For Vishnu Ram & Co.,
Chartered Accountants,

(S.Vishnumurthy)
Proprietor.
Membership No. 22715
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Schedule

|. SOURCES OF FUNDS

1. Shareholders’ Funds
(a) Share capital
(b) Shares suspense account
(c) Reserves and surplus

2. Loan Funds
(a) Secured loans
(b) Unsecured loans

Il. APPLICATIONS OF FUNDS
1. Investments
2. Current Assets, Loans and Advances
(a) Cash and bank balances
(b) Loans and advances

Current liabilities and provisions
Net Current Assets

3. Profit and Loss Account

Notes to accounts

9

500,000
120,942,810

2,041,856
2,368,148

Balance Sheet as at March 31, 2006

31-03-2006
Rupees

121,442,810
317,641,288

439,084,098

4,410,004
406,790

435,080,884

31-03-2005
Rupees

500,000

110,200

610,200

442,789

442789
11,279

4,003,214

439,084,098

431,510
178,690

610,200

The Schedules referred to above and the notes thereon form an integral part of the Accounts.

As per our report of even date
For Vishnu Ram & Co.,

Chartered Accountants

(S. Vishnumurthy)
Proprietor
Membership No. 22715

Ritesh Shah
Company Secretary

Bangalore
November 23, 2006

Vijay Mallya
Chairman

N. Srinivasan

Director

A. Harish Bhat
Managing Director

V.S. Venkataraman

Director



Profit & Loss Account for the year ended March 31, 2006

Schedule

INCOME
Royalty received
Dividend received
Profit on sale of investments
Miscellaneous income

EXPENDITURE
Administrative and other expenses 8
Profit/ (Loss) before tax

Income tax provision
Profit/(loss) after tax

Less: Balance brought forward from previous year

Balance carried forward to the Balance Sheet

Eaming per share (Basic/diluted) (Rupees)

Note on Accounts 4

The Schedules referred to above and the notes thereon form an integral part of the Accounts.

As per our report of even date
For Vishnu Ram & Co.,
Chartered Accountants

(S. Vishnumurthy)
Proprietor
Membership No. 22715

Vijay Mallya
Chairman

Ritesh Shah
Company Secretary

N. Srinivasan
Director

Bangalore
November 23, 2006

31-03-2006
Rupees

414,685
2,189,127
1,943 540

4,547,352

1,275,869

3,271,483
267,000

3,004,483

178,690

2,825,793

0.25

GROUP

31-03-2005
Rupees

68,900

68,900

247 590

(178,690)

(178,690)

(178,690)

(3.57)

A. Harish Bhat

Managing Director

V.5.Venkataraman

Director



Cash Flow Statement for the Year Ended March 31, 2006

GROUP
31.03.2006 31.03.2005
Rupees Rupees
A. CASH FLOW FROM OPERATING ACTIVITIES
Net profit/(loss) before tax 3,271,483 (178,690)
Adjustments for :
Dividend inome (2,189 127) =
Profit on sale of Investment (1,943 ,540) (4,132,667) - -
Operating profit before working capital changes (861,184) (178,690)
Adjustments for :
Trade Payables 128,511 11,279
Cash generated/(used) in operations (732,673) (167 411)
Direct taxes paid - -
Net cash generated/{used) in operations (732,673) (167 411)
B. CASHFLOW FROM INVESTING ACTIVITIES
Sale value of investments 2,620 961 -
Amount receivable on sale of investmeants (2,368,148)
Dividend received 2,189,127 -
Net cash generated from investing activities 2,441,940 -
C. CASH FLOW FROM FINANCING ACTIVITIES
Praceeds from issue of shares - 200,000
Repayment of borrowings (110,200) -
Loans - 110,200
Net cash generated from financing activities (110,200) 610,200
Net increase in cash and cash equivalents 1,699,067 442 789
Cash and cash equivalents at the beginning of the year 442 789 -
Closing balance of cash and cash equivalents 2,041,856 442 789
Cash and cash equivalents comprises of:
Cash on hand - 250,000
Balance with banks 2,041,856 192,789
2,041,856 442 789

Note: Cash flow is prepared under the indirect method as mentioned in AS-3 Cash Flow Statement

As per our report of even date

For Vishnu Ram & Co., Vijay Mallya A. Harish Bhat
Chartered Accountants Chairman Managing Director
(5. Vishnumurthy)

Proprietor

Membership No. 22715

Bangalore Ritesh Shah N. Srinivasan V.S.Venkataraman
November 23, 2006 Company Secretary Director Director



Schedules forming part of Balance Sheet as at March 31, 2006

1. SHARE CAPITAL
Authorised
15,000,000 Equity shares of Rs. 10 each

Issued, subscribed and paid up
50,000 Equity shares of Rs. 10 each fully paid up

[All the above shares are held by McDowell & Company Limited,
(now United Spirits Limited) and its nominees]

Shares suspense account
(refer note no. 2 of notes to accounts)

2. RESERVES AND SURPLUS
General reserve (refer note no. 3 of notes to accounts)
Balance in Profit & Loss account

3. UNSECURED LOANS
From others

4. INVESTMENTS (")

Particulars Face Nos.
Value
Rupees
LONGTERM
Quoted Investments
A. Fully Paid Equity Shares
Trade
Aventis Pharma Ltd 10 17,550
Castle Brewernes Lid 10 11,350
Mangalore Chemicals & Fertilizers Ltd
(Refer note no. 15 (a) of sch 9) 10 7,026,828
UB Engineering Ltd (Refer note no. 15(a) of sch 9) 10 226,620
United Breweries (Holdings) Ltd (*)
(Refer note no. 15(a) of sch 9) 10 2,630,001
United Breweries Ltd (**) (Refer note no. 15(a) of sch 9) 1 0. 636,610

GROUP

31-03-2006 31-03-2005
Rupees Rupees
150,000,000 1,000,000
500,000 500 000
120,942,810 -
121,442810 500,000
314,815,495 -
2,825,793 -
317,641,288 -
- 110,200
- 110.200

8,204,625
23,193

35,344,945
3,168,214

284,013,853
104,065,749

434,820,579

11



