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Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
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Investor Snapshot

# Analytical Point Sentiment

United Spirits has successfully pivoted to a premium-led model, with the Prestige & Above segment

ad
now contributing 87.4% of net sales, establishing a high-margin brand moat.
Operating profit surged 41.14% to (2,000 Cr, driven by cooling material costs (36% vs 40% YoY) and a
strategic shift toward luxury categories like Agave and Indian Single Malt.
Operating margins expanded to 18.00%, reflecting enhanced operational efficiency and the 0
successful premiumization of the product mix under Diageo's global discipline.
Return on Capital Employed (ROCE) saw a significant expansion to 28.00% from 20.00% YoY, 0
signaling superior capital productivity and business quality.
The balance sheet is now debt-free with a Net Cash position of [781 Cr, leading to a 65% reduction in 0
finance costs and the resumption of dividends (46% payout) after a decade.
Cash flow generation is under pressure as the CFO/PAT ratio fell to 79%, primarily due to significant 0
working capital absorption and regulatory payment delays.
Capital allocation remains disciplined with a focus on high-growth categories, though [1,481 Cr 0
(21.2% of Net Worth) remains unproductive, locked in tax payments under protest.
Earnings quality is marred by a major forensic divergence where gross trade receivables jumped 0
31.79% despite a decline in total gross revenue.
Governance is robust with a 55% independent board and zero promoter pledges, though legacy 0

Mallya-era inquiries and [1,027 Cr in statutory liabilities persist as tail risks.

Concentration risk is high with 61% of receivables due from Government corporations and a specific
365 Cr institutional dispute that has seen zero collections since December 2023.

The outlook remains optimistic based on luxury brand acceleration, provided the company can
manage the cash conversion cycle, which currently stands at 108 days.

Investment View: ACCUMULATE on the strength of the premiumization breakout; monitor for a
receivable spike above 40% of sales or a full write-off of the [B65 Cr dispute.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: The company has successfully pivoted to a "luxury-first* model, with the Prestige &
Above (P&A) segment now accounting for 87.4% of net sales (up from 80.6% in FY23). The Popular
segment has been strategically reduced (down 39.4% in net sales) following the slump sale and franchising
of legacy brands.



* Revenue Drivers: Growth is driven by premiumization and a "House of Brands" strategy, expanding into
high-growth categories like Agave/Tequila (Don Julio), Indian Single Malt (Godawan), and Craft Gin (Nao
Spirits).

« Cost Drivers: Key drivers include Material Costs (which cooled to 36% from 40%), Employee Benefits,
and Royalty Expenses paid to the parent for IP access. The business is also impacted by "sticky" core
inflation and high excise duties.

¢ Industry Position: USL is the dominant player in the Indian spirits market, transitioning from a volume-led
commodity player to a value-led brand house.

» Expansion Plans & Acquisitions: Recent moves include a minority stake in Pistola (Agave) and increasing
the stake in Nao Spirits to 30%. The company is focusing on "new engines of growth" beyond traditional
brown spirits.

 Capacity Additions & Supply Chain: Management is executing a "multi-year supply chain agility
programme" to create a flexible, decentralized manufacturing footprint, though this has led to recent
impairment charges.

» Geographical Presence: While primarily focused on the Indian market, the company is positioning brands
like Godawan for global markets ("Make in India for the World").

» Segment Performance: Prestige & Above revenue grew 11.9%, while the Popular segment saw an
inorganic decline due to the strategic divestment of 32 brands.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Management is anchoring its long-term strategy in India’s "Amrit Kaal" macro-economic narrative, aiming for
leadership in the luxury spirits market.

* A "muted sequential demand" environment is acknowledged in the short term, with growth expected to come
from market share gains and premiumization rather than general consumption tailwinds.

« The strategic focus has shifted from "cleaning up" the balance sheet (FY23) to "accelerating" reinvestment in
brand equity and new growth engines like Agave and Craft spirits.

 The resumption of dividends (Interim [4 + Final [5) after a decade is a definitive signal that the company has
transitioned from a turnaround phase to a "cash-cow" phase.

* Management is prioritizing "productivity enhancements"” to offset sticky core inflation and is willing to sacrifice
short-term volume for long-term brand positioning.

« Digital transformation is being leveraged to optimize marketing spend in "dark markets" where direct
advertising is prohibited.

» The "Supply Agility Programme" remains a priority to optimize the manufacturing footprint and mitigate state-
level regulatory shocks.

* Management Tone: The tone is one of "Disciplined Optimism." Having fixed the balance sheet and
achieved a net-cash status, leadership is now on the offensive. However, there is a clear gap between the
"luxury" narrative and the reality of subdued mass-market demand. The verdict is a confident bet on the "top
of the pyramid" Indian consumer being immune to macro-slowdowns.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2024 Mar 2023
Sales - 11,321.00 10,612.00
Sales Growth % 6.68 9.26
Expenses - 9,321.00 9,195.00
Material Cost % - 36.00 40.00
Raw material cost 3,937.00 4,361.00
Change in inventory 119.00 -137.00
Manufacturing Cost % 22.00 21.00
Employee Cost % 5.00 6.00
Other Cost % 20.00 20.00
Operating Profit 2,000.00 1,417.00
OPM % 18.00 13.00
Other Income - 208.00 249.00
Exceptional items 42.00 213.00
Other income normal 166.00 36.00
Interest 76.00 104.00
Depreciation 275.00 283.00
Profit before tax 1,857.00 1,279.00
Tax % 24.00 12.00
Net Profit - 1,408.00 1,126.00
Minority share 0.00 11.00
Exceptional items AT 32.00 166.00
Profit excl Excep 1,376.00 960.00
Profit for PE 1,376.00 971.00
Profit for EPS 1,408.00 1,137.00
Profit Growth % 42.00 3.00
EPSin Rs 19.36 15.63

Dividend Payout % 46.00 0.00



Balance Sheet ((ICrores)



Line Item

Equity Capital
Reserves

Borrowings -

Long term Borrowings
Short term Borrowings
Lease Liabilities
Other Borrowings
Other Liabilities -

Non controlling int
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets -

Land

Building

Plant Machinery
Equipments

Furniture n fittings
Vehicles

Intangible Assets
Other fixed assets
Gross Block
Accumulated Depreciation
CWIP

Investments

Other Assets -
Inventories

Trade receivables -
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents
Loans n Advances
Other asset items

Total Assets

Mar 2024
145.00
6,976.00
265.00
0.00
25.00
240.00
0.00
3,790.00
0.00
1,954.00
0.00
1,836.00
11,176.00
1,560.00
147.00
388.00
1,483.00
57.00
44.00
1.00
131.00
730.00
2,981.00
1,421.00
37.00
645.00
8,934.00
2,063.00
3,056.00
105.00
3,124.00
-173.00
1,269.00
207.00
2,339.00

11,176.00

Mar 2023

145.00
5,854.00
183.00
0.00
1.00
182.00
0.00
3,534.00
0.00
1,783.00
0.00
1,751.00
9,716.00
1,534.00
257.00
465.00
1,336.00
79.00
46.00
1.00
131.00
526.00
2,841.00
1,307.00
83.00
286.00
7,813.00
2,230.00
2,434.00
0.00
2,555.00
-121.00
883.00
148.00
2,118.00

9,716.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 1,118.00 615.00
Profit from operations 2,100.00 1,448.00
Receivables -1,045.00 -276.00
Inventory 163.00 -262.00
Payables 132.00 203.00
Loans Advances 154.00 -96.00
Other WC items -49.00 -134.00
Working capital changes -645.00 -565.00
Direct taxes -337.00 -268.00
Other operating items 0.00 0.00
Cash from Investing Activity - 226.00 -55.00
Fixed assets purchased -98.00 -137.00
Fixed assets sold 19.00 27.00
Investments purchased -1,032.00 -8,517.00
Investments sold 751.00 8,502.00
Interest received 42.00 20.00
Dividends received 0.00 0.00
Invest in subsidiaries 0.00 0.00
Investment in group cos -15.00 -32.00
Redemp n Canc of Shares 0.00 32.00
Acquisition of companies 0.00 0.00
Other investing items 559.00 50.00
Cash from Financing Activity - -407.00 -500.00
Proceeds from borrowings 25.00 0.00
Repayment of borrowings -1.00 -340.00
Interest paid fin -21.00 -36.00
Dividends paid -284.00 0.00
Financial liabilities -126.00 -124.00
Other financing items 0.00 0.00
Net Cash Flow 937.00 60.00
Free Cash Flow 1,039.00 505.00

CFO/OP 73.00 62.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 99.00 84.00
Inventory Days 186.00 193.00
Days Payable 176.00 154.00
Cash Conversion Cycle 108.00 122.00
Working Capital Days 52.00 51.00
ROCE % 28.00 20.00

3.2 Financial Analysis Summary

* Revenue from operations (gross) stood at [25,389.00 Cr, where the Prestige and Above segment now
contributes [9,345.00 Cr or 36.90% of the total, signaling a successful premiumization strategy that offset the
inorganic decline in the Popular segment to [1,113.00 Cr following the slump sale of 32 brands.

» Sales (net of excise) of [11,321.00 Cr grew 6.68% YoY, while Trade Receivables on the Balance Sheet
surged to [B,056.00 Cr, partly due to a [865.00 Cr disputed claim with an institutional customer that has
halted collections since December 2023.

» Operating Profit increased by 41.14% to [2,000.00 Cr, driving OPM % to 18.00% from 13.00% YoY,
primarily due to Material Cost % cooling to 36.00% from 40.00% and a 2.68% reduction in Employee
Benefits Expense to [618.00 Cr.

» Working Capital efficiency showed mixed signals as the Cash Conversion Cycle improved to 108.00 days
from 122.00 days, yet Trade Receivables growth of 25.55% significantly outpaced net Sales growth of
6.68%, creating a [1,045.00 Cr cash outflow in the Cash Flow Statement.

» The company transitioned to a strong Net Cash position of [¥81.00 Cr, with Total Debt remaining minimal at
[265.00 Cr, of which [240.00 Cr are Lease Liabilities.

* Finance Cost dropped by 65% to [21.00 Cr, while the Cash Flow Statement shows [284.00 Cr in
Dividends paid, representing a Dividend Payout % of 46.00% compared to zero in the prior year.

* ROCE % expanded to 28.00% from 20.00%, driven by higher Net Profit of [11,408.00 Cr and efficient capital
management, even as [1,481.00 Cr remains locked in Income Tax Paid Under Protest, which represents
21.2% of the company's Net Worth of [7,121.00 Cr.

 Cash from Operating Activity (CFO) improved to [1,118.00 Cr from [615.00 Cr YoY, resulting in a healthy
Free Cash Flow of [1,039.00 Cr, which comfortably covers the company's investment requirements and
dividend obligations.

» Other Assets are impacted by [123 Cr in indirect tax protest payments, indicating cash is being drained by
long-term litigation; Other Liabilities are dominated by Statutory Liabilities and Taxes on Closing
Inventory (over [2,000 Cr combined), reflecting the heavy regulatory burden.

» Other Expenses remained flat at (1,352 Cr, but mask a shift where sub-contracting costs decreased while
Royalty Expense to the parent increased to (74 Cr, signaling higher brand-linked outflows.

» The CFOIOP ratio of 73.00% indicates that nearly 27% of operating profits are being absorbed by Working
Capital movements, specifically the spike in government-related Trade Receivables which now constitute
61% of the total book.

« Overall Synthesis: United Spirits has delivered a high-quality earnings breakout driven by strategic
premiumization and structural cost optimization, resulting in a debt-free, cash-rich Balance Sheet and
superior ROCE, although the full conversion of profits to CFO remains hindered by significant regulatory
receivables and long-standing tax litigation.



3.3 Contingent Liabilities & Commitments

* Income Tax Matters: [1,348 Cr (FY24) vs [1,311 Cr (FY23), primarily relating to transfer pricing and
expense disallowances.

¢ Indirect Tax Matters: [123 Cr (FY24) vs [132 Cr (FY23).

* Capital Commitments: [102 Cr for Property, Plant & Equipment.

* Disputed Customer Claim: A [B65 Cr claim from an institutional customer regarding historical trade terms;
while not acknowledged as debt, it has halted collections.

« IDBI Bank Dispute: Uncertainty regarding a [46 Cr deposit and pledged assets held by IDBI Bank from the
Kingfisher Airlines era.

» Water Charges: Disputed water charges in Maharashtra; despite an interim stay, further demands for higher
rates and penalties have been received for 2018-2024.



3.9 Earnings Quality & Forensic Checks



# Check

10

11

12

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

Revenue timing

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
valuation
method change

Exceptional
items in
operating profit

Depreciation
rate vs useful life

policy

Provision
reversals
boosting PAT

Tax rate
consistency

CWIP age and
stalling projects

Deferred tax
asset recognition

RPT quantum
and trend

Impact

Profit | — CFO of (1,118 Cr
lags PAT of [1,408 Cr due to
receivable spike.

Revenue 11 — receivables
grew 25.5% vs sales 6.7%,
signaling potential revenue
quality issues.

Neutral — minimal contract
liabilities suggest revenue is
recognized immediately upon
dispatch to corporations.

Neutral — revenue is primarily
external; related party
transactions are concentrated
on the cost side.

Profit 1 — inventory declined
7.5% while sales grew 6.7%,
indicating efficient stock
management.

Profit ¢ — tripling of
obsolescence allowance
suggests aggressive cleaning
of slow-moving legacy stock.

Profit | — recurring
restructuring charges of (48 Cr
mask underlying multi-year
manufacturing footprint costs.

Profit 1 — non-amortization of
indefinite-life brands supports
PAT but carries future
impairment risk.

Neutral — no significant
provision reversals; focus
remains on providing for legacy
Mallya-era balances.

Profit | — effective tax rate
normalized to 24% from 12%
as prior-year benefits lapsed.

Profit 1 — 55% reduction in
CWIP indicates successful

conversion of projects into

productive assets.

Profit 1 — [56 Cr DTA
recognized on provisions
assumes future profits for tax
benefit realization.

Profit | — royalty and import
payments to Diageo increased

Status

O

Evidence

PAT (1,408 Cr vs CFO
[1,118 Cr (FY24).

Receivables [8,056 Cr
(up from (2,434 Cr) vs
Sales growth 6.68.

Contract liabilities at [
Crvs [11,321 Cr sales.

Purchases from
Diageo (433 Cr;
Royalty [74 Cr.

Inventory [2,063 Cr
(FY24) vs 2,230 Cr
(FY23).

Obsolescence
allowance spiked to
(67 Cr from [19 Cr.

Exceptional charge of
(42 Cr (P&L) / (48 Cr
(Notes).

Depreciation [275 Cr;
Intangible assets [131
Cr.

UBHL loan of [1,238
Cr remains 100%
provided.

Tax rate 24% (FY24)
vs 12% (FY23); Cash
tax [B37 Cr.

CWIP decreased to
[(B7 Cr from (B3 Cr.

Net DTA of (19 Cr;
includes 566 Cr for
payment-basis
expenses.

Notes Detail

CFO/PAT ratio at 79%;
impacted by (1,045 Cr working
capital outflow in receivables.

Note 49: [B65 Cr withheld by a
customer; Note 31(A): 61%
concentration in Govt
corporations.

Note 20: Revenue follows
"Principal" model; recognized
when control transfers to the
customer.

Note 36(b): RPTs focus on
stock-in-trade imports and
brand intellectual property
royalties to parent.

Note 10(b): Reduction in
inventory held by tie-up units
reflects leaner supply chain
strategy.

Note 10(a): Significant jump in
provisions for obsolete
inventory during the Popular
segment exit.

Note 48(b): "Supply Agility
Programme" costs follow a
massive (157 Cr charge in
FY23.

Note 52.2: Brands with
indefinite lives are tested for
impairment annually rather
than being amortized.

Note 46(b): Legacy balances
are maintained as gross
figures but fully offset by
provisions.

KAM: Auditor highlights
significant judgment in
assessing outcomes of long-
term transfer pricing disputes.

Balance Sheet: Plant &
Machinery increased by [147
Cr, reflecting capitalization of
ongoing projects.

Note 7: DTA recognition relies

on management's estimate of

future taxable income to utilize
provisions.

Note 36(b): Higher reliance on
imported parent-brand



# Check Impact Status Evidence Notes Detail

Diageo purchases

12.5%, increasing parent-entity inventory for the "Prestige &
. (433 Cr; Royalty (74
value extraction. Above" segment.
Cr (up from [68 Cr).
Neutral — dividend payout of Cash Flow: Strong operational
L . . . FCF [1,039 Cr vs )
Dividend paid vs ~ [284 Cr is conservatively - . cash generation supports the
O Dividends paid (284 ) o .
FCF adequacy covered by [1,039 Cr free cash Cr first dividend payout in several
flow. ' years.
Profit | — Significant judgment Auditor highlights risk of
15 Auditor KAM: required in assessing complex 0 (1,348 Cr contingent material misstatement if
Tax Disputes tax disputes (Income, Transfer, liability for tax. estimates of outflows are
Indirect). inaccurate.
Legac Neutral — Ongoing inquiry into Financial impact remains
SR . ¢ g. i Note 40(a) Emphasis ) .
16 Governance Tail Mallya-era transactions and O of Matter unestimable; represents a
Risk FEMA/PMLA non-compliance. ' persistent reporting overhang.

Classic red flag for revenue
Revenue 11 — Trade

Receivable . : Gross Receivables quality; driven by institutional
17 . Receivables grew 31.79% while [ .
Divergence ) [B,300 Crvs [2,504 Cr.  customer dispute and govt
Net Revenue declined 8%. )
concentration.
. . . 21.2% of Net Worth Represents a permanent
Tax Paid Under Profit + — [1,481 Cr locked in . .
. O tied up in protest "dead asset" on the balance
Protest non-productive assets. o
payments. sheet yielding no return.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * KAM - Tax Matters: Significant judgment
is required in assessing the outcome of complex tax disputes including Income Tax, Transfer Pricing, and
Indirect Tax. The risk involves potential material misstatement if estimates of outflows or contingent liabilities are
inaccurate. * Emphasis of Matter - Legacy Governance (Mallya Era): Auditor highlighted the "Additional
Inquiry" into past improper transactions and potential non-compliance with FEMA and PMLA. The ultimate
financial impact remains unestimable. * Emphasis of Matter - IDBI Bank Dispute: Uncertainty regarding a
[46.00 Cr deposit and pledged assets held by IDBI Bank from the Kingfisher Airlines era, which management
continues to treat as recoverable.

B. Related Party Transactions | Party | Relationship | Nature | Amount (Cr) | Concern | |:---|:-=-]:-=-]:==-]:--] |
Diageo Brands BV | Fellow Subsidiary | Purchase of Stock-in-Trade | 433.00 Cr | High dependency on parent
for premium portfolio; increased 12.5% YoY | | Diageo North America | Fellow Subsidiary | Royalty Expense
| 74.00 Cr | Fixed leakage of revenue to parent for IP access | | Diageo Relay B.V. | Promoter | Dividend Paid
| 163.00 Cr | First major cash return to parent in a decade | | Diageo Scotland Ltd | Fellow Subsidiary |
Minimum Offtake Commitment | Not Disclosed | Structural "take-or-pay" risk for bulk scotch | | UBHL |
Legacy Affiliate | Gross Loan (Fully Provided) | 1,238.00 Cr | Legacy Mallya-era balance remains a reporting
overhang |

C. Shareholding * Promoter: 55.88% (Mar 2023) * Fll: 16.14% * DII: 11.75% * Public: 16.23% * Pledged
shares: 0.00%

D. Board Composition + KMP Compensation * Total Directors: 11 | Independent %: 54.55% | Women
Directors: 4. * Hina Nagarajan (MD & CEO): [13.89 Cr (FY24) vs [11.90 Cr (FY23). YoY Growth: 16.72%. *
Pradeep Jain (CFO): [4.15 Cr (FY24) vs [B.52 Cr (FY23). YoY Growth: 17.90%. * Analysis: KMP
compensation growth (~17%) is lower than the 41.14% EBITDA growth. No KMPs share the same family name.
Note: The Board proposed a [B5 Cr ceiling for the CEO for the next two years to cover LTI/SAR payouts.



F. Capital Allocation & Capex | Action | FY Current (Cr) | FY Prior (Cr) | % of CFO | Signal | |:---]:---]:-=-]:-=-]:---] |
Dividends | 284.00 | 0.00 | 25.40% | ** | | Capex | 98.00 | 137.00 | 8.77% | ** | | Net Debt Change | 82.00 |
-422.00 | 7.33% | *** | | Working Capital Investment | 645.00 | 565.00 | 57.69% | *** | | Asset Sales |
Divestments | 19.00 | 347.00 | 1.70% | ** | | Income Tax Paid Under Protest | 137.00 | Not Disclosed | 12.25%

|***|

CAPEX ANALYTICAL NOTES: * CFO Coverage of Capex: CFO ([1,118.00 Cr) is 11.41x Capex ((98.00 Cr),
demonstrating exceptional self-funding capacity. * Nature of Capex: Focused on the "Supply Agility Programme"
to optimize the manufacturing footprint, though it resulted in a [48.00 Cr impairment charge. * Capex
Deployment Efficiency: Revenue from the "Prestige & Above" segment grew 11.9% despite lower absolute
Capex, suggesting high efficiency in brand-led growth. * Key Takeaways: The shift toward a net cash
position ([781.00 Cr) and resumption of dividends (46% payout) sighals a move from a turnaround phase
to a steady-state cash cow phase.

H. Risks * Tax Litigation: [1,481 Cr paid under protest; [1,348 Cr contingent. Potential 21.2% hit to Net Worth
if settled unfavorably. (Severity: (OHigh) * Receivable Divergence: Trade Receivables grew 31.79% while Net
Revenue declined 8%. Cash flow drag and potential revenue quality issues. (Severity: [JHigh) * Customer
Dispute: Institutional customer withholding [B65 Cr. Direct liquidity risk; 11% of total trade receivables are
disputed. (Severity: [IJHigh) * Govt Concentration: 61% of receivables ([1,998 Cr) due from Govt corporations.
High sensitivity to state policy and payment delays. (Severity: [IMedium) * Inventory Obsolescence:
Allowance tripled to [67 Cr. Margin erosion and poor demand forecasting for legacy brands. (Severity: 0
Medium) * Legacy Governance: Ongoing inquiries into Mallya-era FEMA/PMLA non-compliance. Reputationall
Legal hit; unestimable liability. (Severity: (OMedium)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . P&A segment 87.4% of Strong moat in premium spirits with successful
Business Quality 5 - ]
sales; OPM 18% value-led pivot.
. . Net Cash [¥81 Cr; D/E < Debt-free balance sheet with robust liquidity
Financial Health 5 1
0.1x and CFO > PAT.
. ) Receivables +32% vs Sales Strong P&L gains are marred by significant
Earnings Quality 3 ! . . .
+7%; [B65 Cr dispute receivable divergence and tax protest lock-ups.
Management & A 55% Independent Board; Professional management under Diageo;
Governance - Zero Pledge legacy issues are well-provided but persist.
Capital Allocation & 4 . 46% Dividend Payout; Disciplined capex and high returns, though
Earnings Visibility ROCE 28% regulatory receivables cloud visibility.

BUSINESS POSITIVES (for this company this year) * OPremiumization Success: Prestige & Above
segment now contributes 87.4% of net sales, driving OPM expansion to 18.00%. * (JDebt-Free Status:
Transitioned to a Net Cash position of [¥81 Cr with finance costs dropping by 65%. * OReturn of Dividends:
Resumed dividends after a decade with a 46% payout ratio, signaling strong cash generation. * JOperational
Efficiency: Material costs cooled to 36% from 40%, and ROCE expanded significantly to 28.00%. * [JStrategic
Portfolio: Successful expansion into high-growth Agave and Indian Single Malt categories.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [JReceivable Red Flag: Gross trade
receivables jumped 31.79% despite a decline in total gross revenue. * Oinstitutional Dispute: [(B65 Cr withheld



by a customer since Dec 2023 with zero collections received. * O0Tax Lock-up: 1,481 Cr (21.2% of Net Worth)

is locked in "Tax Paid Under Protest," acting as a dead asset. * [JGovt Concentration: 61% of receivables are

due from Government corporations, increasing policy risk. * Olnventory Obsolescence: Allowance for obsolete
stock tripled to [67 Cr, suggesting legacy brand stress.

OVERALL SCORECARD SUMMARY United Spirits has successfully completed its structural transformation into
a premium-led, debt-free "cash cow," evidenced by a 28% ROCE and the resumption of dividends. The financial
health is exemplary, but earnings quality is currently pressured by a significant divergence between receivable
growth and revenue. While governance under Diageo is professional, the company remains tethered to
substantial legacy tax litigation and regulatory payment delays that hinder full cash conversion.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? O Unqualified opinion (p.213)

2 Promoter pledge = 0? O 0.00% pledged (p.34)

3 KMP pay < 5% of PAT? O CEO + CFO pay < 1.5% of PAT

4 RPT quantum < 5% of O 4.47% of Net Revenue
revenue?

5 Board > 50% independent? 0 54.55% (6 of 11)

6 At least 1 woman director? O 4 women directors (p.6)

. No statutory dues 0 (1,027 Cr statutory liabilities (Note
outstanding? 19)

8 No fraud reported? O No fraud reported in FY24

9 Audit trail enabled? O Confirmed in Auditor's report

10 Frequent Auditor change O No recent change reported

Final line: "Total: 9/10 00— Governance
Rating: 4"

Part C: Investor Verdict

THESIS: USL is a pure-play on the Indian premiumization story, now operating as a debt-free, high-margin brand
house under Diageo’s global discipline.

OVERALL STANCE: ACCUMULATE

RATIONALE: Strong operational breakout and dividend resumption outweigh short-term working capital friction.
RE-EVALUATE WHEN: Trade Receivables exceed 40% of Net Sales OR if the [B65 Cr dispute requires a full
write-off. BULL CASE: Faster-than-expected recovery in mass-market demand combined with successful scaling
of the Agave/Single Malt portfolio (15-20% P&A growth). BEAR CASE: Adverse state-level excise policy changes
or unfavorable settlement of the [1,348 Cr contingent tax liability. KEY MONITORABLE: Cash Conversion Cycle:
108 days — Watch for spike above 130 days.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes
Metric/ Theme  Summary A Status Summary B Status Forensic Takeaway
Canital 0% Dividend payoult; 46% Dividend payout; The company has officially transitioned from a
Allzcation focus on debt repayment  transition to Net Cash ((¥81  debt-clearing turnaround phase to a mature
(CB40 Cr). Cr). "cash-cow" phase.
. . . Profitability has structurally shifted upward due
Margin 13% OPM; Material costs ~ 18% OPM; Material costs . . .
. to favorable commaodity cooling and a higher-
Trajectory at 40% of sales. cooled to 36% of sales. . . .
margin premium mix.
. A severe divergence between revenue growth
i . Receivables grew 25.5%; . . .
Working Receivables grew 3.5%; . and receivable accumulation signals
. ) 61% Govt concentration + L . . .
Capital 49% Govt concentration. deteriorating collection quality and heightened

[B65 Cr dispute. o )
institutional risk.

The strategic exit from the Popular segment is

Prestige & Above (P&A) Prestige & Above (P&A) at . . ]
nearly complete, concentrating the business risk

Portfolio Mix

at 80.6% of net sales. 87.4% of net sales.
on the luxury consumer.

Defensive: Focused on Offensive: Focused on Leadership has shifted from balance sheet
Management . ! . . S
Tone "cleaning up" and "luxury-first" and repair to aggressive brand-building in high-

deleveraging. "accelerating" reinvestment.  growth categories like Agave and Single Malts.

. Operational efficiency has improved through
Inventory Inventory rose 3.4% Inventory declined 7.5% .
. . . leaner supply chain management and

Management despite revenue decline. while sales grew 6.7%.

aggressive cleaning of legacy stock.

7.2 Persistent Patterns

« Significant "locked" cash in tax disputes (over (1,300 Cr) remains a permanent, hon-productive drag
on liquidity and net worth.

 High concentration of trade receivables in Government corporations (consistently >49%) exposes the
company to systemic state-level payment delays.

« Structural cash leakage to the parent (Diageo) persists through high-volume Related Party
Transactions for premium stock-in-trade and royalties.

* Legacy governance overhang from the Mallya era (UBHL loans and FEMA inquiries) remains a
recurring reporting risk, despite being fully provided for.

» The accounting policy of not amortizing brands with indefinite useful lives prevents a PAT drag but
necessitates high-stakes annual impairment testing.

* Free Cash Flow remains consistently healthy and sufficient to fund both growth capex and
shareholder returns without external borrowing.

» The business remains highly sensitive to state-level excise duty hikes, which consume over 60% of
gross revenue.
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