Vodafone Idea Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

Transitioned to a government-backed turnaround play with the Government of India (Gol) nhow the
largest shareholder at 49%, effectively underwriting the company's survival.

Revenue stability is supported by 14 consecutive quarters of ARPU growth, driven by 4G penetration
reaching 63.8% and a strategic focus on 17 priority circles.

Structural insolvency persists with a deeply negative net worth of 70,320.20 Cr and a total
comprehensive loss of 27,383.40 Cr, primarily fueled by 24,543.40 Cr in finance costs.

Operating margins are pressured by aggressive accounting, including the capitalization of 186.70 Cr
in interest and 2,647 Cr in contract acquisition costs to soften P&L impact.

The balance sheet remains under extreme stress despite the conversion of 36,950 Cr of Gol debt to
equity, as total liabilities far exceed operational cash generation.

Cash flow from operations ( 9,290 Cr) is insufficient to cover the combined burden of organic Capex
and 16,000 Cr in annual lease repayments.

Capital expenditure has pivoted to "controlled expansionary" mode, evidenced by adding 14,100
broadband towers in FY25, matching the total additions of the previous four years.

Earnings quality is compromised by significant liquidity blockages, including 9,334.80 Cr in trapped
GST recoverables and a 6,393.90 Cr non-cash promoter "Settlement Asset."

Governance and execution credibility have improved following a successful [18,000 Cr FPO and the
alignment of key vendors (Nokia/Ericsson) through 2,458 Cr in equity swaps.

The primary existential risk is the March 2026 AGR installment of 16,428 Cr; the dismissal of the
curative petition leaves the company entirely dependent on government policy relief.

The outlook is "Stable but Fragile," where operational improvements in 5G rollout and network parity are
racing against a massive, fixed regulatory debt clock.

Investment View: Watch; stance is cautiously optimistic on management execution but wary of the 2026
liquidity cliff, with ARPU reaching (185 being the key monitorable.

1. Business overview (In Bullet Points)

» Mobility (Core): Remains the primary revenue driver. Strategy has pivoted from "defensive survival" to
"aggressive 4G/5G parity," with revenue growth driven by ARPU expansion (14 consecutive quarters of
growth) rather than subscriber volume, which remains under pressure.

« Vi Business (Enterprise): Transitioning from a "Telco" to a "TechCo." Key growth areas include loT (Smart
Mobility, Smart Utility), Cloud, and Managed Security, leveraging the Vodafone Group partnership for
global best practices.

- Digital Services: Focus on increasing "stickiness" via the Vi App, seeking revenue through digital advertising
(Vi Ads), gaming (Vi Games), and a content marketplace (Vi Movies & TV).



* Industry Position: Subscriber market share stands at 17.7% (TRAI, March 2025). The company is
successfully attracting "Gross Ads" at a rate higher than its current market share, suggesting brand
resonance despite network gaps.

* Regional Specialization: VIL has doubled down on 17 Priority Circles, holding the highest 4G spectrum
per million subscribers among private operators in these pockets to optimize quality of service.

« Expansion & Capex Execution: Initiated a [(50,000-55,000 Cr three-year cycle with contracts worth
[B0,000 Cr signed with Nokia, Ericsson, and Samsung. 5G is live in Mumbai, Delhi, Chandigarh, and Patna,
with a goal of 17 circles by August 2025.

 Capacity Additions: Added 14,100 broadband towers in FY25, nearly matching the cumulative additions of
the previous four years combined.

* 4G Migration: 4G penetration rose to 63.8% (vs 59.4% YoY). The "Vi Guarantee" successfully migrated 20
million users to high-ARPU plans.

» Acquisitions & Divestments: Sold the 50% stake in Firefly Networks for [#.5 Cr, signaling a cleanup of
non-core, low-value JVs.

2. Management commentary & outlook

» Management has shifted the narrative from "liquidity seeking" to "deployment efficiency," focusing on "Quick
Win" capex and hyperlocal marketing following the 18,000 Cr FPO.

» The company is moving toward a "usage-based" pricing model where heavy data users pay a premium,
signaling that further tariff increases are "essential" to achieve a Return on Capital Employed (ROCE)
above the cost of capital.

» Management admits the Curative Petition regarding AGR dues was dismissed; the strategy has pivoted to
"further engaging with the Government of India" for an "appropriate solution" before the March 2026
installment of (116,428 Cr.

« Preferential allotments to Nokia and Ericsson ([2,458 Cr) have turned key suppliers into equity stakeholders,
aligning vendor incentives with network uptime.

 The long-term vision involves projecting a "TechCo" future to transition away from the legacy of "Telco" debt.

« Management acknowledges that Indian ARPU remains among the lowest globally and is prioritizing 4G/5G
gap closure to stem subscriber churn.

» The management tone has transitioned from "Distressed/Reactive" in FY24 to "Controlled Expansionary" in
FY25. There is a clear focus on execution and capital deployment; however, a subtle undercurrent of urgency
remains regarding the "AGR CIiff" in March 2026, introducing a sober reality to the otherwise optimistic
narrative.

3. Financial analysis

3.1 Financial statements
3.2 Financial analysis summary

» The company reported a massive Total Comprehensive Loss of [27,383.40 Cr, heavily influenced by
Finance Costs of [24,543.40 Cr, primarily representing interest on Deferred Spectrum Obligations
([13,354.90 Cr) and AGR Judgment Obligations ([5,625.60 Cr).

* Revenue quality is characterized by a high reliance on prepaid cycles, with [2,713.30 Cr recognized from
Contract Liabilities held at the start of the year, while the Balance Sheet shows a remaining Contract
Liabilities balance of [2,979.20 Cr representing customer advances.



» The Balance Sheet reflects a critical state of insolvency with a Total Net Worth of ((70,320.20) Cr, though a
post-balance sheet deleveraging event on April 8, 2025, converted [86,950.00 Cr of debt into equity issued to
the Government of India, which will significantly alter the Debt/Equity profile.

* Working Capital is severely constrained by GST Recoverable of [9,334.80 Cr, a "dead asset" that blocks
liquidity, and a 32% reduction in Trade Payables to [5,278.50 Cr, reflecting vendor settlements from FPO
proceeds that resulted in a significant CFO outflow.

» Trade Receivables of [2,425.40 Cr show deteriorating quality, as 20.7% ([502.00 Cr) are aged over 3 years,
necessitating an Allowance for Doubtful Debts that covers 40.7% of the gross billed amount, directly
impacting the cash conversion cycle and CFO.

 Finance Costs were "softened" by the capitalization of [186.70 Cr in interest related to Intangible Assets
under Development of [15,740.60 Cr, which includes 5G spectrum not yet generating Revenue, signaling a
mismatch between capital deployment and income generation.

» The company faces a steep "repayment cliff" in FY 2025-26 with Current Maturities of Long-Term Debt and
regulatory dues totaling [18,966.50 Cr, creating extreme liquidity pressure that exceeds current CFO
generation capabilities.

» Other Assets include a Settlement Asset of [6,393.90 Cr due from promoters linked to AGR indemnity; any
failure to realize this by the September 2025 deadline would result in a massive write-off, further eroding the
already negative Net Worth.

* Network Expenses decreased slightly to [9,439.10 Cr, but Roaming and Access Charges rose 11.7% to
[4,597.40 Cr, suggesting that while the company is optimizing its own infrastructure, it faces higher costs for
data traffic offloading.

* Capital Allocation is currently defensive; Trade Payables aged over 3 years ([2,244.10 Cr) indicate long-
standing disputes, while Capital Commitments have increased to [B,644.40 Cr, signaling a need for further
Capex despite the lack of FCF.

» The Interest Coverage Ratio of (0.11)x confirms the business is not generating sufficient operating profit to
meet its Finance Cost obligations, making it entirely dependent on external financing and government
support.

* Other Liabilities include Statutory Dues of [5,482.80 Cr and Payables for Capital Expenditure of [5,736.70
Cr, while Other Expenses were impacted by Bad Debts Written Off of [152.80 Cr.

» The dominant financial theme of the year is structural insolvency and recapitalization, where massive
equity infusions and debt-to-equity conversions are being utilized to fund vendor arrears and critical 4G/5G
expansion in a race against a looming 2026 regulatory repayment cliff.

3.3 Contingent liabilities & commitments

* OTSC (Less than 4.4 MHz): [8,857.00 Cr.

* Other Licensing Disputes: [10,580.00 Cr, including a [2,000.00 Cr penalty demand for allegedly denying
Pols to Reliance Jio (currently stayed by TDSAT).

* Service Tax | GST Matters: [893.40 Cr (reduced from [1,428.00 Cr following a Supreme Court ruling on
tower infrastructure tax credits).

» Other Claims: [B,081.10 Cr (Consumer/Municipal claims).
 Capital Commitments: [B,644.40 Cr in unexecuted contracts for network expansion.

» OTSC Beyond 6.2 MHz: The company has accrued [7,581.30 Cr, but DoT's appeal in the Supreme Court
could lead to further unprovisioned liabilities.



3.9 Earnings quality & forensic checks



# Check
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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
+ cash tax vs P&L
tax

CWIP age and
stalling projects

Deferred tax asset
recognition

adequacy

RPT quantum and
trend

Dividend paid vs
FCF adequacy

Interest
Capitalization

Covenant Breaches

Impact

Profit | — massive net loss driven by
[24,543 Cr finance costs exceeding
cash generation.

Revenue | — high legacy receivables
ageing (20.7% > 3 years) suggests
poor collection quality.

Revenue 11 — [2,979 Cr contract
liabilities indicate high reliance on
prepaid recharge cycles.

Neutral — RPT sales not disclosed;
focus remains on [6,393 Cr promoter
settlement asset.

Neutral — zero trading inventory
reported; business model is service-
centric with no stock-build.

Neutral — no change in valuation
policy; inventory remains at zero for
trading goods.

Profit 1+ — prior year [¥55.5 Cr TDSAT
gain masks structural losses; current
year lacks offsets.

Profit 1 — 19.33-year spectrum
amortization spreads massive costs,

reducing immediate annual P&L impact.

Profit + — reduction in contingent tax
liabilities provides non-cash relief to the
balance sheet.

Profit | — 0,334 Cr GST recoverable
blocks capital; losses prevent utilization
of tax credits.

Profit 1 — (15,740 Cr intangible CWIP
includes 5G spectrum with delayed
revenue-generating deployment.

Profit 1 — non-impairment of assets
relies on optimistic "Value in Use"
despite negative net worth.

Profit | — 6,393 Cr promoter
settlement asset carries significant
realization risk if deadlines extend.

Neutral — no dividends paid; cash
preserved for (19,000 Cr upcoming
regulatory debt repayments.

Profit 1+ — shifting P&L costs to the
Balance Sheet via capitalization on
non-operational assets.

Status

Notes detail

Note 41: Finance costs are the largest
expense, primarily interest on spectrum and
AGR dues.

Note 15: 20.7% of billed receivables are aged
over 3 years; allowance covers 40.7% of
gross.

Note 30: High reliance on prepaid churn;
[2,713.30 Cr recognized from opening
contract liabilities.

Note 43(vii): Settlement asset of [6,393.90 Cr
due from promoters linked to AGR indemnity.

Note 15: Company does not carry significant
trading inventory as a telecommunications
provider.

Note 6: Accounting policies for inventory are
standard but currently immaterial to the BS.

Note 38: Exceptional items in FY24 included
a gain from a TDSAT ruling on license fees.

Note 6(j): Long amortization periods help
spread costs but mask immediate cash flow
debt pressure.

Note 45(B)(iii): Contingent liabilities reduced
following SC ruling on tower infrastructure tax
credits.

Note 19: Massive blockage of working capital
in government dues that cannot be
immediately offset.

Forensic Alert: Delay in 5G deployment
means interest is capitalized without
offsetting revenue.

Note 6(I): No impairment recorded for PPE/
Intangibles despite massive losses and going
concern risk.

Note 43(vii): Realization of this asset is
critical; settlement date extended to
September 30, 2025.

Note 23(D): Repayment cliff of (16,428 Cr
(AGR) and [2,538 Cr (Spectrum) due in FY
2025-26.

Note 41: Capitalization of borrowing costs on
5G spectrum not yet in use artificially lowers
reported finance costs.



# Check Impact Status Notes detail

Profit 11 — failure to meet financial Note 23(C): Reclassification of (726 Cr to
covenants triggers reclassification of current borrowings due to breach of financial
debt. ratios.
L Profit 1 — deferring subscriber Note 46: Capitalizing sales commissions and
Deferred Acquisition L o .
Costs acquisition costs that should be — amortizing over customer life cycle defers
expensed in high-churn environments. immediate margin pressure.

4. Management & governance

A. Auditor report & key audit matters

 Audit Opinion: Unqualified with a paragraph on Material Uncertainty Related to Going Concern.

* KAM - Going Concern: Auditor highlights a loss of [27,383.40 Cr and negative net worth of [70,320.20 Cr.
Management relies on FPO proceeds, Gol debt-to-equity conversion, and potential AGR relief.

* KAM - AGR & OTSC Dues: Significant estimation uncertainty regarding regulatory dues totaling [75,945.20
Cr (AGR) and [7,581.30 Cr (OTSC). Risk involves Supreme Court outcomes exceeding recognized
provisions.

* KAM - Revenue Recognition: Complexity of IT systems and billing for millions of subscribers creates risks
of revenue leakage or incorrect cut-off.

« Emphasis of Matter: Material uncertainty regarding the company's ability to continue as a going concern
dependent on DoT support and fundraising.

B. Related party transactions

. . Amount (O
Relationship Nature Concern
Cr)
Promoters (erstwhile Settlement Asset Non-cash asset; recovery date extended
Promoter Group ) 6,393.90 Cr
Vinl) (Indemnity) to Sept 2025.
: . Debt-to-Equity Massive dilution; conversion of
Government of India ~ Major Shareholder . 36,950.00 Cr .
Conversion unsustainable debt.
. . Vendor / Preferential Equity Settling vendor dues via equity due to
Nokia Solutions 1,520.00 Cr .
Shareholder Allotment cash constraints.
) . Vendor / Preferential Equity Settling vendor dues via equity; signals
Ericsson India 938.00 Cr L
Shareholder Allotment liquidity stress.
. . . Not Ceased to be a related party in Nov
Indus Towers Ltd Former Associate Passive Infra Services )
disclosed 2024.

* RPT Verdict: Monitor. The "Settlement Asset" of [6,393.90 Cr represents 4% of total net assets but remains
uncollected. Reliance on equity to settle trade payables (Nokia/Ericsson) indicates severe operational liquidity
stress.

C. Shareholding

* Government of India: 48.99%
* Promoter Group: 25.57%
¢ Public & Others: 25.44%



D. Board composition + KMP compensation

* Total Directors: 9 (66.67% Independent).
* Women Directors: 1 (Ms. Neena Gupta).

« KMP Compensation: Aggregate KMP compensation details were not fully disclosed; however, overall
Employee Benefit Expenses rose 5.1%, trailing EBITDA growth of 11.07%. Independent Director Anjani
Kumar Agrawal received [0.26 Cr.

F. Capital allocation & capex

Action FY current (CCr) % of CFO Signal
Capex 9,410.30 Cr 101.3% —
Interest Payments 2,090.20 Cr 22.5% —
Equity Issuance 61,400.00 Cr 660.8% —
Lease Liab. Repayment 16,000.30 Cr 172.2% —

* CAPEX Analytical Notes:

o CFO Coverage of Capex: Ratio is 0.98; the company cannot self-fund capex and is dependent on FPO
proceeds.

- Nature of Capex: [15,740.60 Cr is currently sitting in Intangible Assets under development (5G
spectrum), which is not yet generating revenue.

- Key Takeaways: The capitalization of [(1186.70 Cr in interest costs artificially reduces the reported loss.

- Deployment Efficiency: The 18,000 Cr FPO was partially diverted to fixed deposits ((6,053.30 Cr) and
vendor settlements rather than immediate aggressive rollout.

H. Risks

» Going Concern (High): Negative net worth of [70,320.20 Cr; potential insolvency if DoT support fails.

* AGR Liability (High): [775,945.20 Cr in dues; [16,428 Cr payment due March 2026 with no current cash
coverage.

* Bank Guarantee Cliff (High): Requirement to provide ~[24,746.90 Cr in BGs by Oct 2025; potential license
risk.

« Covenant Breach (Medium): Failure to meet financial covenants for [2,326.00 Cr in loans.
» GST Liquidity Trap (Medium): [9,334.80 Cr trapped in non-earning GST recoverables.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . 4G penetration 63.8%; 14,100 Improving network parity but still a
Business quality 25 1 . )
new towers distant third.
. . Gol stake 49%; Net Worth Survival guaranteed by Gol, but balance
Financial health 15 1 .
(C¥0,320 Cr) sheet is a wreck.
ARPU growth (14 gtrs); (186 Cr Cash flow is improving, but aggressive
Earnings quality 2 - g (14 qtrs) . P g 99
Interest Cap accounting masks losses.
Management & 35 . Successful [18k Cr FPO; 67% High execution credibility in capital
governance ' Board Independence raising/deployment.
Capital allocation & 3 . [BOk Cr vendor contracts; 17 Disciplined regional focus; 5G visibility
earnings visibility Priority Circles improving.

Business positives (for this company this year) * Network Expansion: Added 14,100 broadband towers in
FY25, matching the previous four years of additions combined. * Successful Recapitalization: Raised [18,000
Cr via FPO and converted 86,950 Cr of Gol debt to equity, providing a survival runway. * ARPU Trajectory:
Achieved 14 consecutive quarters of ARPU growth, driven by 4G migration (now at 63.8%). * Vendor
Alighment: Converted [2,458 Cr of vendor dues (Nokia/Ericsson) into equity, securing long-term infrastructure
support. * Operational Efficiency: Network expenses decreased slightly to [9,439.10 Cr despite increased data
traffic.

Business negatives | concerns (for this company this year) * Structural Insolvency: Negative net worth of
[70,320.20 Cr and a total comprehensive loss of [27,383.40 Cr. * Regulatory Repayment Cliff: Facing a
(16,428 Cr AGR installment in March 2026 with no judicial relief available. * Working Capital Blockage:
[0,334.80 Cr trapped in GST recoverables and [6,393.90 Cr in a non-cash promoter "Settlement Asset." *
Liquidity Stress: CFO is insufficient to cover Capex (0.98x coverage) and lease repayments (16,000 Cr). *
Forensic Flags: Capitalization of [1186.70 Cr in interest and [2,647 Cr in contract acquisition costs artificially
softens P&L impact.

Overall scorecard summary Vodafone Idea has transitioned from a state of imminent collapse to a
government-backed turnaround play, characterized by improved capital raising and aggressive network
deployment. However, the company remains fundamentally insolvent with a deeply negative net worth and a
massive regulatory debt burden that exceeds its operational cash generation. While governance and
management execution have improved, the trajectory is "Stable but Fragile," as the business is entirely
dependent on government mercy regarding the 2026 AGR payment cliff.



Part b: governance check matrix

# Check Status
1 Audit opinion clean? —
2 Promoter pledge = 0? —
3 KMP pay < 5% of PAT? —
4 RPT quantum < 5% of revenue? —
5 Board > 50% independent? —
6 At least 1 woman director? —
7 No statutory dues outstanding? —
8 No fraud reported? —
9 Audit trail enabled? —
10 Frequent Auditor change =

Total: 7/10 — Governance Rating: 3.5
Part c: investor verdict

Thesis: VIL is a government-backed, promoter-managed turnaround play where the investment case rests on
the speed of 5G rollout and the likelihood of further regulatory relief on AGR dues. Overall stance: Watch
Rationale: The massive tower addition is a positive signal, but the dismissal of the AGR curative petition makes
the company 100% dependent on government policy for survival beyond March 2026. Re-evaluate when:
ARPU hits (185 or a cabinet note is issued regarding the "staggering" of AGR dues. BULL CASE: Government
grants a further 5-year moratorium on AGR, allowing all CFO to be diverted to 5G, leading to ARPU >[200.
BEAR CASE: Government demands the full (16,428 Cr payment in March 2026, leading to a liquidity freeze and
license risk. Key monitorable: ARPU: [154 (estimated) - Watch Threshold: [185.



7. Year-over-year analysis

7.1 Changes

Metric | theme

Summary a status

Summary b status

Forensic takeaway

Management
Tone

Capital
Sourcing

Network
Execution

Accounting
Aggression

Working
Capital (GST)

Solvency
Profile

Defensive survival and
distress-oriented, focused on
state-led life support.

Reliance on Government
debt-to-equity conversion
(C16,133 Cr).

Maintenance-heavy with
focus on 4G re-farming.

Brand life revision (10 to 8
years) to accelerate
amortization.

7,845 Cr blocked in GST

credits.

Net Worth at -[1,04,166.80
Cr.

7.2 Persistent patterns

"Controlled Expansionary"
focused on execution and
5G parity.

Market-led FPO ([18,000
Cr) and vendor-equity
swaps ([2,458 Cr).

Massive capacity surge with
14,100 new broadband
towers added.

Capitalization of [186.70 Cr
interest and (2,647 Cr
acquisition costs.

GST recoverable surged to

[9,334.80 Cr.

Net Worth improved to -
[70,320.20 Cr.

Management has pivoted from a posture of
capital preservation to aggressive
deployment following the successful FPO.

The company is increasingly utilizing equity
as a primary currency to settle vendor
obligations and fund capex due to frozen
credit lines.

Capital allocation has shifted toward a high-
stakes race for network parity to arrest
subscriber churn.

Management is utilizing more aggressive
accounting levers to soften the reported P&L
impact of massive finance costs.

The "GST liquidity trap" is worsening, acting
as a growing non-earning asset that
pressures immediate operational cash flow.

While the balance sheet remains technically
insolvent, the deficit has narrowed
significantly through massive debt-to-equity
conversions.

 Technical Insolvency: The company remains technically insolvent with a deeply negative net worth across
both periods, despite massive equity infusions.

« Structural Cash Deficit: Cash Flow from Operations (CFO) consistently fails to cover non-
discretionary Finance Costs, necessitating continuous external capital for survival.

* Auditor Going Concern Warning: Auditors continue to highlight "Material Uncertainty Related to Going
Concern" in both periods due to massive losses and looming debt obligations.

* Regulatory Debt Dominance: The balance sheet is structurally overwhelmed by government
obligations (AGR and Spectrum dues), which remain the primary driver of finance costs.

* Poor Receivable Quality: A significant portion of trade receivables (20-30%) remains aged over three years,

indicating persistent collection challenges or "soft" billing practices.

* Promoter Settlement Asset: The [6,393.90 Cr "Settlement Asset" remains a non-cash, uncollected
accounting entry that is critical to the net worth calculation but provides zero liquidity.

* Regional Retreat: The strategy remains strictly focused on 17 "Priority Circles" (98% of revenue), effectively
abandoning a true pan-India competitive stance to optimize limited capital.
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