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~ Balaji
Breweries to
be merged

with UB

» From page 1

"THE operational aspects of APB

®in India will be merged with UB
initially and this will be fol-
lowed by an entity-level merger
at a later date. Mr Mallya will
also be merging the Chennai-

=based Balaji Breweries with UB
giving the company complete
control over a key asset in the
country’s second largest beer
market, Tamil Nadu.

A top UB official declined to
comment on the matter. A
Heineken spokesperson said:
“We don’t comment on market
speculation.” A person close to
the talks said that a draft agree-
ment has been signed and thata
final deal will happen in a
month’s time. ]

The development is benefi-
cial to both partners. Heineken
will gain access to UB’s exten-
sive distribution network and
by selling itsiconicbrands in the
fast-growing market. UB gets a
one-time fee, is able to consoli-
date its operations and also take
in APB'’s Tiger beer brand into
its fold.

The row between the two
was sparked off when
Heineken and Danish firm
Carlsberg bought out Scottish &
Newcastle, the UK-based brew-
er which held 37.5% in UB.
Mallya, who was suddenly
faced with the prospect of an
equal partner in one of the
world’s biggest brewer, objected
saying that the rights given to
S&N could not be given to
Heineken.

He also criticised Heineken's
association with APB, which
had launched Tiger beer in the
country. Heineken is a major
shareholder of APB Singapore
with 42%. Mallya had told ET
on an earlier occasion as that his
opposition to APB’s independ-
ent existence in India “is non-
negotiable”.

Last year, UB moved Mum-
bai High Court to restrain
Heineken from exercising man-
agement rights that were ac-
corded to S&N citing that the
Dutch brewer was part of a rival
firm APB India in the market
place. APB, which has a local
shareholder in CK Jaipuria
Group, has been putting up a
fight against merging its opera-
tions with UB. It is not clear
what APB has to say about
Heineken's deal with Mr
Mallya.

APB India has limited pres-
ence in the country with two
breweries at Auranagabd and
Hyderabad selling over two mil-
lion cases annually. India’s beer
consumption, which grew 10%
lastyear, is estimated at 174 mil-
lion cases. APB went ahead
with the introduction of Tiger
beer last year even as the jury is
still out on its success in India.

Industry observers pointed
out that global brewers have
been eyeing India‘s increasingly
significant premium beer mart
after checking out Kingfisher’s
almost unassailable lead in the
mainstream segment.



