Vodafone Idea Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

VIL is transitioning into a regional specialist telco, concentrating operations on 17 priority circles that
contribute 98% of total revenue to maximize ROI.

Revenue remains stagnant at 42,651 Cr, reflecting a weakening competitive position and a strategic
retreat from non-core regional markets.

Operating cash flow of 15,000 Cr is structurally insufficient to cover the massive 25,765 Cr in
finance costs, creating a permanent liquidity deficit.

The company reported a staggering PAT loss of 31,238 Cr, contributing to a negative net worth of
1,04,166 Cr and technical insolvency.

Total regulatory and spectrum debt stands at 2.03 Trillion, with 2,363 Cr reclassified to current
liabilities following financial covenant breaches.

Successful recapitalization via a [18,000 Cr FPO and [2,075 Cr promoter infusion provides a critical
liquidity bridge for immediate survival.

Management has committed to a [50,000-55,000 Cr capex plan over three years, funded by recent
equity raises to arrest subscriber churn.

Earnings quality is compromised by aggressive capitalization of 17,539 Cr in CWIP and the fact that
30.7% of billed receivables are aged over three years.

Governance has stabilized with the Government of India as the largest shareholder (32.19%), though
material uncertainty regarding "Going Concern" persists.

A critical liquidity cliff looms in October 2025, requiring the company to provide 24,746 Cr in Bank
Guarantees to the government.

Outlook depends on 5G execution parity and ARPU expansion from [146 toward a structural breakeven
threshold of [200.

Investment View: Watch; the stock acts as a high-risk call option on regulatory leniency and a favorable
Supreme Court ruling on AGR dues.

Final research summary: vodafone idea Itd (vil) - FY2024

1. Business overview

» Segmental Mix: VIL operates as a single-segment entity ("Mobility") but is qualitatively transitioning from a
"Telco to Techco" model.

* Revenue Drivers: Growth is primarily driven by 4G migration (penetration rose from 54.3% to 59.4% YoY)
and a shift toward high-ARPU "Hero Unlimited" and "Vi Max" postpaid plans.

 Enterprise Growth (Vi Business): High-margin engine focused on Integrated loT (Smart Mobility,
Infrastructure, Utilities), Managed SIP, and Cloud Services. VIL is the first Indian telco with SOC2 Type Il
attestation for data security.



- Digital Assets: Positioning the "Vi App" as a "Super App" featuring Vi Ads (Ad-tech), Vi Games (Cloud
gaming), and Vi One (converged Fiber + Mobility + OTT).

« Industry Position: Holds #3 position in a private triopoly with a 20.7% subscriber market share.

» Geographical Strategy: Concentrating on 17 "Priority Circles" which contribute 98% of total revenue,
effectively abandoning a pan-India leadership race to focus on profitable pockets.

« Cost Drivers: Pivoting to a 4G-only core by closing 26,700 3G sites and re-farming spectrum. High
subscriber acquisition costs ([4,280.60 Cr) remain a significant burden.

» Expansion Plans: Post-recapitalization, the company has committed to a [50,000 - (55,000 Cr capex spend
over the next three years to close the 4G coverage gap and roll out 5G.

2. Management commentary & outlook

* The strategic tone has shifted from "survival/distress" in FY23 to "execution/expansion” in FY24, following the
successful (18,000 Cr FPO.

* Management views the successful recapitalization and subsequent vendor allotments to Nokia and Ericsson
as the definitive "inflection point" for the company.

» The 5G strategy is framed as a "tactical advantage" of being a late mover, bypassing early trial costs while
utilizing a "future-proof" network where 90% of TDD radio units are already 5G-ready.

« Tariff outlook remains aggressive; management asserts that while the June 2024 hike was positive, ARPUs
are still not high enough to solve structural issues, necessitating a shift toward "usage-based" pricing.

» The company is doubling down on a "Partnership-Led Model" for content (17 OTT partners) and gaming,
rather than building proprietary platforms.

* Heavy reliance on Indus Towers continues, with management seeking to ratify RPTs for up to [14,500 Cr in
FY26 to support network expansion.

» The MSME segment is identified as a key opportunity via the "ReadyForNext 2.0" program, targeting 1 lakh
MSMEs for higher stickiness and lower churn.

» Regulatory risks persist, specifically the AGR Review Petition and the requirement to provide Bank
Guarantees of [24,746.90 Cr starting October 2025.

* Management Tone: "Controlled Aggression.” Management is finally off the defensive. The successful FPO
has given them a "second life,” and the tone reflects a sense of urgency to close the 4G coverage gap before
5G becomes the baseline consumer expectation. However, the heavy emphasis on "Priority Circles" confirms
that VIL is becoming a Regional Powerhouse rather than a truly National Challenger.

3. Financial analysis

3.1 Financial statements

3.2 Financial analysis summary

* Revenue from operations remained stagnant at 42,651.70 Cr, with 100% of segment revenue derived from
Mobility, while Finance Costs surged 10.32% to 25,765.50 Cr due to interest on deferred spectrum and AGR
dues, resulting in a massive PAT loss of 31,238.40 Cr.

» The company's Net Worth deteriorated further to -1,04,166.80 Cr, signaling technical insolvency, as Total
Debt is dominated by government obligations (Spectrum and AGR) totaling 2,03,433.60 Cr, which dwarf the
reduced Bank & Other Loans of 4,212.60 Cr.



» Trade Receivables of 1,638.00 Cr exhibit poor quality, with 30.7% (504.00 Cr) outstanding for over 3 years,
which directly impacts CFO and necessitates aggressive Subscriber Acquisition Costs of 4,280.60 Cr to
arrest churn.

» Working Capital is under extreme pressure with a negative balance of 20,351.80 Cr, where Trade Payables
of 7,764.30 Crinclude 1,861.10 Cr overdue for more than 3 years, forcing the company to utilize extended
credit periods to maintain operations.

 Cash Flow from Operating Activities (CFO) of 15,000.00 Cr is insufficient to cover Finance Costs, as
interest on government dues alone (17,559.20 Cr) exceeds the CFO, making the company entirely dependent
on external financing like the 18,000.00 Cr FPO.

» Capex remains constrained with capital commitments falling to 2,576.40 Cr, while 17,539.00 Cr is capitalized
as Intangible assets under development for 5G spectrum, delaying the impact of Depreciation on the P&L
until network launch.

* Other Assets are bloated by GST Recoverable of 7,845.70 Cr and a Settlement Asset of 6,393.90 Cr,
representing blocked tax credits and promoter receivables that do not contribute to immediate liquidity.

* Finance Costs were further impacted by a one-time charge of 263.00 Cr following a Supreme Court ruling on
license fee capitalization, which will increase future Depreciation while reducing immediate tax-deductible
expenses.

* Lease Liabilities of 36,179.20 Cr represent significant off-balance sheet leverage, with 11,854.20 Cr due
within 12 months, further straining the Cash Flow available for debt servicing.

« Total Debt includes 2,363.60 Cr reclassified to current liabilities due to covenant breaches, reflecting a
distressed credit profile with bank loan interest rates as high as 13.05%.

» The Going Concern Assumption relies heavily on the successful 18,000.00 Cr FPO and promoter infusion
of 2,075.00 Cr post-FY24 to bridge the liquidity gap and fund essential Capex for 5G rollout.

* Return Metrics like ROE and ROCE remain deeply negative due to the 31,238.40 Cr PAT loss, while Asset
Turnover is hindered by the massive regulatory debt sitting on the Balance Sheet.

» Other Expenses were impacted by an 81% increase in Bad Debts/Advances Written Off (211.90 Cr),
signaling deteriorating collection quality in the enterprise or postpaid segments.

» The dominant financial theme of the year is Technical Insolvency and Recapitalization Dependency,
where stagnant revenue and overwhelming finance costs on regulatory debt necessitate continuous equity
infusions to sustain operations.

3.3 Contingent liabilities & commitments

* OTSC (Less than 4.4 MHz): [B,857.00 Cr (Sub-judice).

* Penalty for Pol (RJio): [2,000.00 Cr (Challenged in court).

* Income Tax Matters: [889.10 Cr (Disputed).

* Service TaxIGST Matters: [1,428.00 Cr (Disputed).

 Capital Commitments: [2,576.40 Cr (Unexecuted contracts).

* Bank Guarantees: A future commitment to provide BGs of [24,746.90 Cr to the DoT starting October 2025.



3.9 Earnings quality & forensic checks



# Check

1

11

12

13

14

15

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

Going Concern
Uncertainty

Asset Quality
(Settlement Asset)

Impact

Profit 1 — finance costs of [25,765.50 Cr
consume EBITDA, causing massive PAT-
CFO divergence.

Revenue 1! — poor collection quality;
30.7% of billed receivables are aged over
3 years.

Revenue 1 — front-loading equipment
revenue via relative standalone price
method boosts current period.

Neutral — revenue is primarily B2C; RPT
focus is on equity and debt conversion.

Neutral — telecom service model carries
zero trading inventory, eliminating
traditional stuffing risk.

Neutral — no inventory held; accounting
policy focus is on intangible asset
capitalization.

Profit { — non-routine finance costs and
tax provisions impact bottom line
significantly.

Profit 1 — brand life revision in FY23
suggests potential for future accelerated
charges.

Profit 1 — lack of DTA recognition prevents
non-cash tax benefit reversals from
boosting PAT.

Profit | — capitalization of license fees
increases future depreciation but reduces
tax-deductible expenses.

Profit + — 17,539 Cr in 5G development
delays amortization impact on the P&L.

Profit | — conservative non-recognition of
DTA reflects realistic assessment of
insolvency risk.

Neutral — high RPT volume driven by
survival-linked equity infusions and debt
conversions.

Profit | — negative FCF and massive net
worth erosion preclude any dividend
payments.

Neutral — Auditor highlights material
uncertainty regarding ability to continue as
a going concern.

Profit 1 — Recognition of [6,393.90 Cr as
receivable from promoters for pre-merger
liabilities.

Status

Notes detail

Note 40: Interest on deferred spectrum
([12,308.30 Cr) and AGR ([5,250.90 Cr)
are non-cash.

Note 14: Significant portion of
receivables considered good despite
extreme ageing.

Note 5(a): Bundled packages allow front-
loading equipment revenue while
deferring service revenue.

Note 3 & 42(ii): Major RPTs involve
capital restructuring rather than trade
revenue.

Working Capital Deep Dive: No inventory
held for trading purposes.

Note 5: No changes to inventory policy
as it is not a material asset.

Note 42(vii): Supreme Court ruling on
license fee capitalization led to one-time
charges.

Note 5(j): Accelerated amortization of
[86.60 Cr due to useful life revision.

Note 5(r) & 308: Management admits no
convincing evidence of future taxable
profits.

Note 42(vii): Policy change following SC
ruling impacts tax-deductible expense
timing.

Forensic Check: Amortization only starts
once the 5G network is ready for use.

Note 4: Going concern uncertainty
prevents recognition of deferred tax
benefits.

Note 3 & 4: RPTs are critical for liquidity
and maintaining the "Going Concern"
status.

Note 4: Severe liquidity stress and
breach of bank covenants ([2,363.60 Cr).

Note 4: Reliance on FPO and debt
restructuring to maintain operations.

Note 42: Recoverability tied to long-term
dispute resolutions.



4. Management & governance

A. Auditor Report & Key Audit Matters * Going Concern: The auditor's primary concern is the material
uncertainty regarding the company's ability to continue as a going concern given the massive losses and
negative net worth. Management's response is the successful [18,000.00 Cr FPO and ongoing debt
restructuring. * AGR Dues: Uncertainty regarding the final determination of AGR dues and the pending curative
petition in the Supreme Court is a critical risk. A negative outcome could lead to further massive liabilities. *
OTSC Demands: The auditor highlights the OTSC litigation as a key risk due to the high subjectivity in
estimating the final outflow, which management has partially provisioned.

B. Related Party Transactions | Transaction type | FY 2024 | FY 2023 | Relationship | | :=-- | i==- | === | === | |
Equity Allotment (Gol) | 0.00 Cr | 16,133.20 Cr | Major Shareholder (32.19%) | | OCD Conversion (ATC) |
1,440.00 Cr | 0.00 Cr | Key Infrastructure Vendor | | Preferential Issue (Promoter) | 2,075.00 Cr | 0.00 Cr |
Promoter Group (Post-FY24) | | Indus Towers RPT (Proposed) | Up to 14,500 Cr | — | Infrastructure Partner
(FY26) |

C. Shareholding * Government of India: 32.19% (Largest shareholder following interest-to-equity conversion). *
Promoter Group: Significant stake, supplemented by a [2,075 Cr infusion post-FY24. * Vendors: Nokia and
Ericsson hold equity ([2,458 Cr) following preferential allotments for equipment supply.

D. Board Composition + KMP Compensation * Board Composition: Includes nominees from the Government of
India and major promoter groups. * KMP Compensation: Employee costs rose 14.6% despite financial stress.
Specific family-related compensation details were not explicitly broken out in the summary, but overall employee
benefit expenses reached [2,122.40 Cr.

F. Capital Allocation & Capex * Capital Allocation Forensics: * CFO Coverage: CFO ([15,000 Cr) is
insufficient to cover Finance Costs ([25,765 Cr), leading to zero FCF for organic capex. * Capex Nature: Shift
from maintenance to expansion. (17,539 Cr capitalized as intangible assets under development for 5G. *
Deployment Efficiency: Focus on 17 Priority Circles (98% revenue) indicates a shift toward capital efficiency
over national scale. * Key Takeaways: The company is paying vendors (Nokia/Ericsson) with equity, signaling
tight traditional credit lines. Capex is entirely dependent on external equity raises (FPO).

H. Risks * Regulatory Risk: AGR curative petition outcome and the requirement for [24,746.90 Cr in Bank
Guarantees by Oct 2025 could trigger a liquidity crisis. * Financial Risk: Technical insolvency with a Net Worth
of -[1,04,166.80 Cr and high interest rates (up to 13.05%) on bank debt. * Competitive Risk: Late entry into 5G
may lead to further subscriber churn to better-capitalized peers (Jio/Airtel). * Operational Risk: High
dependency on Indus Towers for network stability and expansion.



5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale

. . 20.7% market share; 98% rev Weakening competitive position and
Business quality 2 -

from 17 circles regional retreat.
. . D/E -2.03; Net Worth -[1.04 L Technically insolvent; dependent on

Financial health 1 - .

Cr govt/equity.

. . CFO < Finance Costs; [17.5k Massive PAT-CFO gap and aggressive

Earnings quality 2 - o

Cr CWIP capitalization.

[18k Cr FPO; Clean RPT for Improved transparency and successful
Management & governance 3 1 . N

survival recapitalization.
Capital allocation & 2 X 50k Cr Capex plan; 5G late Reinvesting for survival with uncertain
earnings visibility entry 5G returns.

Business positives (for this company this year) * Successful Recapitalization: Raised 18,000 Cr via FPO
and 2,075 Cr from promoters to fund growth. * 4G Penetration: Increased 4G subscriber base to 59.4% of
total, driving ARPU potential. * Strategic Focus: Concentrating resources on 17 Priority Circles that generate
98% of revenue. * Vendor Alignment: Secured equipment supply by allotting (2,458 Cr equity to Nokia and
Ericsson. * Enterprise Traction: First Indian telco to achieve SOC2 Type Il attestation, boosting "Vi Business"
credibility.

Business negatives | concerns (for this company this year) * Technical Insolvency: Negative Net Worth of
1,04,166.80 Cr and PAT loss of [B1,238.40 Cr. * Debt Burden: Total regulatory debt (Spectrum/AGR) stands at
a staggering [2,03,433.60 Cr. * Cash Flow Mismatch: CFO (15,000 Cr) fails to cover even the interest
obligations ([25,765 Cr). * Asset Quality: 30.7% of billed receivables are aged over 3 years; [7,845 Cr blocked
in GST credits. * Regulatory Cliff: Requirement to provide [(24,746.90 Cr in Bank Guarantees starting October
2025. * Covenant Breaches: [2,363.60 Cr of debt reclassified to current due to financial covenant failures.

OVERALL SCORECARD SUMMARY Vodafone Idea remains in a state of technical insolvency, with its survival
entirely predicated on the successful deployment of FPO funds and continued regulatory forbearance. While the
recapitalization provides a much-needed "second life" for network expansion, the company's financial health is
poor, with cash flows unable to service massive regulatory interest. Governance has stabilized with the
Government of India as a major stakeholder, but capital allocation is now a race against time to arrest subscriber
churn through 5G rollout. The business is on a stable but high-risk trajectory, moving from "distress" to
"execution" under extreme leverage.



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 =

Final line: "Total: 6/10 — Governance Rating: 3"
Part c: investor verdict

Thesis: VIL is a high-leverage "recapitalization play" transitioning into a regional specialist telco, whose survival
depends on 5G execution and AGR relief. Overall stance: Watch Rationale: The FPO provides a liquidity
bridge, but the structural debt (C2.03 Trillion) remains unsustainable without significant regulatory intervention or
massive ARPU growth. Re-evaluate when: ARPU crosses [200 OR the Supreme Court provides a definitive
ruling on the AGR curative petition. BULL CASE: A favorable AGR ruling reduces debt by >[B0,000 Cr,
combined with rapid 4G-to-5G conversion. BEAR CASE: Failure to provide (24,746 Cr in Bank Guarantees in
Oct 2025 leads to government takeover or license risk. Key monitorable: ARPU Growth: Current (146 — Watch
Threshold [200.



7. Year-over-year analysis

7.1 Changes

Metric / theme Summary a status

Survival and distress-
Management

Tone

oriented, focused on state-

led life support.

Reliance on Government

Capital Sourcing  debt-to-equity conversion

(C16,133 Cr).
Geographic Pan-India market share
Strategy defense.

Working Capital
(Payables)

Trade payables >3 years
at [1,060.30 Cr.

Debt Servicing Finance costs of (23,354
Gap Cr vs. modest EBITDA.

Maintenance-heavy and

Capex Focus .
4G re-farming.

7.2 Persistent patterns

Summary b status

"Controlled Aggression"
focused on execution and
5G rollout.

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

Strategic retreat to 17
"Priority Circles" (98% of
revenue).

Trade payables >3 years
surged to [1,861.10 Cr.

Finance costs rose 10.3%
to [25,765 Cr.

Expansionary; [17,539 Cr
capitalized for 5G
development.

Forensic takeaway

Management has pivoted from a defensive
survival posture to an expansionary stance
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.

VIL is effectively transitioning from a national
challenger to a regional powerhouse to
optimize limited capital deployment.

A 75% increase in long-aged payables
suggests that operational liquidity remains
severely strained despite the massive equity
infusion.

The structural deficit is widening as interest
accruals on regulatory debt continue to
outpace operating cash flow growth.

Capital allocation has shifted toward 5G parity,
though this creates a massive future
depreciation cliff once assets are
commissioned.

 Technical Insolvency: The company remains technically insolvent with a deeply negative net worth that
deteriorated from -[74,359 Cr to -[1,04,167 Cr.

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

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

* Regulatory Debt Dominance: The balance sheet is structurally overwhelmed by government
obligations (AGR and Spectrum dues), which now exceed [2.03 trillion.

* Poor Receivable Quality: A significant portion of trade receivables (30-40%) remains aged over three years,

indicating persistent collection challenges or "soft" billing practices.

« High Infrastructure Dependency: Sustained high-volume Related Party Transactions (RPTs) with Indus
Towers, accounting for over 20% of revenue/costs, remain a core operational risk.

» GST Liquidity Trap: Significant cash remains trapped in GST recoverables (~[8,000 Cr), acting as a
non-earning asset that pressures immediate liquidity.
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