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Investor Snapshot

# Analytical Point Sentiment

The company maintains a 20.7% market share as the third player in a national triopoly, though it faces
a widening technology gap due to persistent capital starvation.

Revenue grew 9.51% YoY to 42,177.20 Cr, yet this growth is overshadowed by a massive subscriber
acquisition cost spike of 86.6% to 3,678.00 Cr to defend market share.

EBITDA margins improved to 51.37%, reflecting operational resilience and successful ARPU

ad
expansion of 9.3% driven by 4G upgrades and digital service integration.
The company is in a state of "managed distress" with a net loss of 29,301 Cr, as interest costs of 0

23,354.30 Cr consume 107% of operating profits.

Balance sheet remains technically insolvent with a negative net worth of 74,359.10 Cr and total 0
leverage reaching a staggering 225,469.80 Cr.
Cash flow from operations is insufficient to cover interest obligations, creating a structural deficit and
a "liquidity trap" despite the conversion of 16,133.20 Cr of interest into equity.
Core Capex of 3,152.70 Cr is significantly lower than peers, resulting in a stalled 5G rollout and a 0
deteriorating competitive position.
Earnings quality is poor, characterized by massive losses masked by non-cash accruals and a high 0
credit risk reflected in 40% receivable impairments.
Governance is stable with a clean audit opinion, though the Government of India is now the largest 0
stakeholder (33.1%), providing a critical bankruptcy floor.
Material uncertainty regarding "Going Concern" persists, exacerbated by 1,060.30 Cr in trade 0
payables overdue for >3 years and 65,546.20 Cr in unpaid AGR dues.
Outlook remains contingent on a long-delayed 20,000 Cr+ fund-raising exercise to bridge the 5G gap 0

and prevent accelerated high-value subscriber churn.

Stance: WATCH; key monitorables include the successful consummation of capital raises and ARPU
progression from (135 toward a [165+ threshold.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Pure-play telecommunications provider transitioning toward a "Techco" model to
diversify revenue beyond basic connectivity; operates 2G, 3G, and 4G services across 22 service areas.
* Revenue Drivers: Heavily dependent on the prepaid segment; growth driven by ARPU (Average Revenue

Per User) improvement through 4G upgrades and digital "super app" offerings (music, gaming, jobs/
education).



« Cost Drivers: Dominated by fixed obligations, primarily network operating costs, tower rentals (Indus
Towers), and massive spectrum/AGR debt servicing.

« Industry Position: 3rd largest private player in a triopoly with a 20.7% subscriber market share (236.8 million
subscribers); currently positioned as a "distressed player" due to liquidity constraints.

» Expansion Plans: Strategic focus narrowed to 17 "priority circles" contributing 98% of revenue; 5G rollout is
"5G-ready" but actual deployment is contingent on successful fund-raising.

» Acquisitions & Spectrum: Holds a substantial spectrum portfolio of 8,005.2 MHz, including newly acquired
5G bands (3300 MHz and 26 GHz) acquired for [18,786.30 Cr.

» Capacity Additions: Operates 443,537 broadband sites covering 1.2 billion Indians; cell site additions/
modifications led to [18,300.80 Cr in lease additions.

» Geographical Presence: National presence across all 22 circles, but defensive geographic concentration in
17 priority circles to manage liquidity.

2. MANAGEMENT COMMENTARY & OUTLOOK

* Management characterizes the current industry tariffs as "unsustainable," stating that despite a 9.3% YoY
ARPU growth in Q4FY23, returns on capital remain insufficient.

« The strategic direction has shifted from post-merger integration to "monetization and digital stickiness" via the
Vi App to reduce churn among high-value 4G users.

* Management admits that 5G rollout is delayed and "accelerated subsequent to the consummation of fund
raising," confirming a wait-and-watch mode relative to peers.

» The demand environment is viewed favorably due to increasing data consumption and video usage, though
competitive intensity remains a significant challenge.

» The enterprise segment (Business Services) is positioned as a growth engine, leveraging 10T, Cloud Firewall,
and Managed SIP through a lean, partnership-led approach.

» The Government of India (Gol) becoming the largest shareholder (33.1%) is viewed as a "reaffirmation of the
government’s commitment" to a three-player market.

» Management highlights "5G-ready" technologies like Massive MIMO and Cloudification as foundations for
future growth once capital is secured.

 The long-term vision involves transitioning from a traditional Telco to a "Techco" model, focusing on high-
margin, asset-light B2B services for MSMEs and Enterprises.

* Management Tone: The management tone is Transparently Constrained. While they express confidence in
the "Vi" brand and digital ecosystem, they are unusually blunt about the "unsustainable" nature of the industry
and their total dependence on external fund-raising for 5G execution. There is no attempt to mask the
"material uncertainty" regarding the going concern status, which adds a layer of somber realism to their
strategic projections.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

No pre-extracted tables available.



3.2 Financial Analysis Summary

* Revenue grew by 9.51% to [42,177.20 Cr, yet the company remains in a deep liquidity crisis with a Net
Worth of negative [74,359.10 Cr, as highlighted by "Going Concern" uncertainty which depends entirely on
future fund infusions.

» The EBITDA margin improved to 51.37%, but this operational strength is completely neutralized by Finance
Costs of [23,354.30 Cr, which consume 107% of operating profit; [10,425.10 Cr of this is interest on
Spectrum and [4,957.60 Cr on AGR dues.

« Total Debt (excluding leases) stands at [189,289.80 Cr, primarily driven by Deferred Spectrum Obligation
of [122,808.50 Cr; while the Gol converted [16,133.20 Cr of interest into equity, Lease Liabilities surged
58.38% to [86,180.00 Cr.

» CFO of [18,034.20 Cr is insufficient to cover the combined burden of Finance Costs and Capex
commitments of [8,385.60 Cr, forcing a reliance on vendor credit and regulatory moratoriums.

» Working Capital is severely stressed with a negative balance of [20,006.30 Cr; Trade Payables include
1,060.30 Cr outstanding for over 3 years, with vendors actively demanding overdue payments.

» Trade Receivables of [2,164.00 Cr carry high credit risk, with an allowance for doubtful debts of [1,073.20
Cr covering nearly 40% of gross billed receivables, while [440.40 Cr of "good" receivables are aged over 3
years.

» Other Assets include a "hidden" cash trap of [8,556.00 Cr in GST Recoverable and a [8,120.90 Cr
Settlement Asset from promoters, both of which are non-earning and tied to long-term legal or regulatory
outcomes.

* Subscriber Acquisition & Servicing costs spiked 86.60% to [3,678.00 Cr, as dealer commissions doubled
to [2,836.70 Cr, indicating that Revenue growth is being defended through expensive market share retention
strategies.

» Depreciation and amortisation of [23,034.40 Cr includes an accelerated charge of [86.60 Cr due to the
revision of the "Vodafone" brand's useful life from 10 to 8 years, signaling a decline in brand utility.

 Other Liabilities are pressured by Payables for Capital Expenditure of [6,570.80 Cr and Accrual for
OTSC of [5,644.90 Cr, while Interest accrued but not due jumped 4x to [1,047.50 Cr, signaling a sharp
increase in the debt service burden.

» Other Expenses include Legal and Professional Charges of [887.40 Cr, reflecting the high cost of
managing complex debt restructuring and litigation.

 Overall Synthesis: Vodafone Idea exhibits a "liquidity trap" profile where modest Revenue growth and
healthy EBITDA margins are entirely liquidated by a massive, non-discretionary Finance Cost burden and
lease obligations, leaving the company technically insolvent and dependent on state-led debt-to-equity
conversions for survival.

3.3 Contingent Liabilities & Commitments

* OTSC (Less than 4.4 MHz): [8,857.00 Cr demand challenged at TDSAT, company argues merger guidelines
shouldn't apply.

* Other Licensing Disputes: [10,403.30 Cr, including a [(2,000.00 Cr penalty demand from DoT regarding
alleged denial of Points of Interconnect (Pol) to Reliance Jio.

» Tax Disputes: [1,514.00 Cr in Income Tax matters and [11,523.10 Cr in Service Tax/GST matters.
 Other Claims: [B,387.30 Cr related to consumer and municipal claims.

 Capital Commitments: [B,385.60 Cr (Net of advances) mandatory for network maintenance and expansion.



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

PAT vs CFO trend

Receivables &
channel-stuffing
signal

Revenue timing
(unbilled/contract
assets)

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

CWIP age and
stalling projects

Deferred tax asset
recognition
adequacy

RPT quantum and
trend

Impact

Profit | — massive non-
cash finance costs mask
actual cash drain from
operations.

Revenue 11 — high credit
impairment risk; 40% of
billed receivables are
provided for.

Revenue | — shrinking
advance buffer suggests
tightening subscriber
base.

Neutral — operational
dependence on promoters
for liquidity rather than
direct revenue.

Neutral — telecom service
model has negligible
inventory impact.

Neutral — no change in
valuation policy noted.

Profit + — non-core
interest income and
liability write-backs

provide minor P&L

support.

Profit | — accelerated
brand amortization
increases reported
expenses.

Profit + — liability write-
backs used to marginally
offset losses.

Neutral — massive losses
prevent normal tax
expense; focus is on GST
traps.

Profit 1 — capitalization of
borrowing costs reduces
reported loss.

Profit 1 — conservative
non-recognition of DTA
prevents inflation of
balance sheet.

Profit 1 — ongoing value
leakage through support
charges and settlement
liabilities.

Status

Evidence

Loss of [29,301.10 Cr vs
Finance Costs of
[23,354.30 Cr.

Gross billed receivables
[2,726.40 Cr; Allowance
[1,073.20 Cr.

Unbilled income [510.80
Cr; Deferred revenue fell
4.71% to [2,696.40 Cr.

Settlement Asset from
promoters at [8,120.90 Cr.

Inventory not a material
driver in the "Mobility"
segment.

Valuation follows standard
Ind AS 2.

Interest income [247.10
Cr (up 91%); Liabilities
written back [14.20 Cr.

Vodafone brand life
reduced from 10 to 8
years; [86.60 Cr extra
charge.

[14.20 Cr of liabilities no
longer required written
back to P&L.

GST Recoverable of
[8,556.00 Cr acts as a
non-earning cash trap.

[487.50 Cr of borrowing
costs capitalized into
Intangible Assets Under
Development.

DTA not recognized due to
lack of "convincing
evidence" of future profits.

Settlement liability of
[1,727.00 Cr payable to
Vodafone promoters.

Notes Detail

Note 39: Interest on
spectrum and AGR dues are
accrued but largely unpaid.

Note 13: Significant portion of
"good" receivables are aged
>3 years.

Note 5(a) & 28: Revenue
recognized over service

period; unbilled relies on
usage estimates.

Note 41(vi): Implementation
Agreement links liquidity to
promoter-related tax/AGR
refunds.

Note 49: Single reportable
segment (Mobility).

Note 5: Significant
accounting policies section.

Note 31: Interest on tax
refunds is non-operational.

Note 8(3): Revision in useful
life due to market conditions.

Note 38: Other operating
income includes provision
reversals.

Note 10/11: Inability to realize
GST credits pressures
liquidity.

Note 39: Capitalization
permitted under Ind AS 23
but masks true interest
burden.

Note 5(g): Accounting policy
reflects realistic assessment
of losses.

Note 55 & 27: High inter-
dependence with promoters.



# Check Impact Status Evidence Notes Detail

. . Negative Net Worth
Profit | — technical

Dividend paid vs . [74,359.10 Cr; Negative Note 4: Going concern
insolvency precludes any O . ) )
FCF adequacy . Working Capital uncertainty.
dividend payments.
[20,006.30 Cr.
Neutral — Explicit warning . . .
) . . . Negative net worth of Auditor Report: Material
Auditor Going of material uncertainty ) .
) . O [74,359.10 Cr and loss of Uncertainty Related to Going
Concern Flag regarding ability to
. [29,301.10 Cr. Concern.
continue.
Profit 11 — Breach of [B,927.10 Cr reclassified Note 21(D): Increases
Covenant Breach ) ) ) . )
L financial covenants for g from non-current to immediate repayment risk
Reclassification o
[6,816.00 Cr loans. current. and liquidity pressure.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified. * Key Audit Matters (KAMs): *
Revenue Recognition (Ind AS 115): Auditor concerned with the complexity of IT systems and reliance on
"unbilled income" ([510.80 Cr) requiring management estimation. * Going Concern Assessment: Auditor
flagged material uncertainty due to negative net worth and massive debt. * Emphasis of Matter: The Auditor
explicitly highlights a Material Uncertainty Related to Going Concern. The Group has a negative net worth of
[(4,359.10 Cr and a loss of [29,301.10 Cr. * Material Weaknesses: Delays in reconciling Property, Plant and
Equipment (PPE) following large-scale network integration. * Auditor Fees: "Legal and Professional Charges"
stand at [887.40 Cr. Independence must be monitored against high professional service payouts.

B. Related Party Transactions | Party | Relationship | Nature | Amount (OCr) | Concern |

| | | | | | | Indus Towers Limited | Entity with Significant Influence | Passive
Infrastructure Services | 9,082.40 Cr | OHigh dependency; ~21.5% of revenue. | | Promoters (Vodafone Group)
| Promoter | Settlement Liability | 1,727.00 Cr | OCash leakage risk for historical disputes. | | Promoters (ABG/
Vodafone) | Promoter | Settlement Assets | 8,120.90 Cr | ORecovery contingent on legal/tax outcomes. | | ATC
Telecom Infrastructure | Strategic Partner | OCD Issuance | 1,600.00 Cr | [ODebt-to-equity swap to manage
vendor dues. |

* RPT Risk: RPTs with Indus Towers account for 21.53% of revenue, exceeding the 15% threshold.

« Settlement Assets: [8,120.90 Cr due from promoters is contingent on tax refunds/AGR deferments,
indicating high liquidity interdependence.

C. Shareholding | Category | Percentage (%) | | | | | Promoter & Promoter Group | 50.4% | |
Government of India (Gol) | 33.1% | | Public & Others | 16.5% | * Note: The Gol became the single largest
shareholder following the conversion of [16,133.20 Cr of interest dues into equity.

D. Board Composition + KMP Compensation * Total Directors: 11 | Independent %: 45.45% | Women
Directors: 1. * CEO Compensation (Akshaya Moondra): [2.60 Cr (from Aug 22). * CFO Compensation
(Akshaya Moondra/Murthy GVAS): Combined approx. [8.92 Cr. * YoY Growth: KMP compensation growth
(8-9%) slightly exceeded EBITDA growth (5.96%). * Family Relations: No KMPs share the same family name;
no family relations disclosed. * Promoter Nominees: Ravinder Takkar (Chairman) draws nil remuneration,
signaling promoter support.

F. Capital Allocation & Capex | Action | FY Current (CICr) | FY Prior (OCr) | Signal |
| | [ | | | Capex | 3,152.70 Cr | Not disclosed | 0| | Spectrum Acquisition |
18,786.30 Cr | 0.00 Cr | 0| | Net Debt Change | 11,892.50 Cr | Not disclosed | 0| | Interest Payments |




23,354.30 Cr | 20,980.80 Cr | O] | Equity Issuance | 16,569.40 Cr | 0.00 Cr | 0| | Lease Liabilities | 36,180.00
Cr|22,843.40 Cr | O]

* CAPEX Analytical Notes:

- CFO Coverage: CFO is insufficient to cover even maintenance capex; reliance on fund-raising and vendor
negotiations.

- Nature of Capex: Primarily maintenance and 4G re-farming. 5G spectrum acquisition of [18,786.30 Cr
is a massive future commitment without immediate cash flow support.

- Deployment Efficiency: Revenue grew 9.5% while Capex remains constrained. Surge in lease liabilities
(58.38%) indicates a shift toward OpEx-heavy infrastructure.

H. Risks * Going Concern: Negative net worth of [74,359.10 Cr. Impact: Potential insolvency and total loss for
equity holders. (High Severity) * AGR Liability: Unpaid dues of [65,546.20 Cr. Impact: Massive cash drain;
interest accruals exceed EBITDA. (High Severity) * Liquidity Stress: Negative working capital of [20,006.30 Cr.
Impact: Inability to pay vendors; [1,060.30 Cr payables > 3 years. (High Severity) * Covenant Breach: Breach
for [6,816.00 Cr loans. Impact: Debt reclassification to current; immediate repayment risk. (High Severity) *
Competition: 86.6% jump in subscriber acquisition costs. Impact: Margin erosion to prevent churn. (Medium
Severity)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

20.7% market share; 3rd playerin ~ Weakening competitive position due to

Business Quality 2 . - .
triopoly; capex starved. inability to match peers' 5G investment.
. . D/E -2.55x; Net Worth -[74,359 Technically insolvent; interest costs
Financial Health 1 . ;
Cr; CFO < Interest. consume 107% of operating profit.
CFO > PAT (due to non-cash )
. ) . . Massive losses masked by non-cash
Earnings Quality 2 interest); 40% receivable . L .
) ] accruals; high credit risk in receivables.
impairment.
. Generally compliant but high RPT
Management & Gol 33.1% stake; Clean audit ) .
3 . . dependency and material going concern
Governance opinion; High RPTs. .
uncertainty.
Capital Allocation & 1 ROCE -1.10%; Capex < Interest; Value-destructive; capital consumed by
Earnings Visibility 5G delayed. debt servicing rather than growth.

BUSINESS POSITIVES (for this company this year) * [Revenue Growth: Operations grew 9.51% to
[(A2,177.20 Cr despite severe capital constraints. * JARPU Improvement: Achieved 9.3% YoY ARPU growth in
Q4FY23 through 4G upgrades. * 0Government Support: Conversion of [16,133.20 Cr interest into equity
provides a liquidity floor and makes Gol a vested stakeholder. * (0Digital Traction: Integration of music, gaming,
and jobs into the Vi App to improve high-value subscriber stickiness. * DEnterprise Growth: Strategic pivot
toward high-margin IoT and Cloud services for MSMEs.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * OTechnical Insolvency: Negative net
worth of [74,359.10 Cr and negative working capital of (20,006.30 Cr. * [IDebt Burden: Finance costs of
[23,354.30 Cr exceed EBITDA, creating a structural cash deficit. * JCapex Starvation: Core Capex of
[B,152.70 Cr is significantly lower than peers, risking a widening technology gap. * OVendor Stress: [1,060.30
Cr in trade payables outstanding for >3 years; vendors demanding overdue payments. * JRegulatory



Overhang: Unpaid AGR dues of [65,546.20 Cr and OTSC disputes of [8,857.00 Cr. * [ISubscriber
Acquisition Cost: Spiked 86.6% to [B,678.00 Cr, indicating expensive market share defense.

OVERALL SCORECARD SUMMARY Vodafone Idea is in a state of "managed distress," characterized by
technical insolvency and a massive structural mismatch between operating cash flows and debt obligations.
While revenue and ARPU show modest improvement, the company's financial health is critical, with interest
costs alone liquidating all operational gains. Governance is stable but overshadowed by material uncertainty
regarding the company's ability to continue as a going concern. The trajectory is stable only in the sense of
survival via government intervention, but deteriorating competitively due to capex starvation.

Part B: Governance Check Matrix

# Check Status Evidence
1 Audit opinion clean? O Unqualified opinion (p.56).
2 Promoter pledge = 0? O Not explicitly disclosed in snippet.
PAT is negative; KMP pay is [8.21 Cr vs [29,301
3 KMP pay < 5% of PAT? ad
Cr loss.
RPT quantum < 5% of .
4 O Indus Towers RPT is 21.53% of revenue.
revenue?
5 Board > 50% independent? O 45.45% (5 out of 11).
6 At least 1 woman director? O Ms. Neena Gupta.

No statutory dues . .
7 . O Significant unpaid AGR and spectrum dues.
outstanding?

8 No fraud reported? O None noted in auditor report.
9 Audit trail enabled? O Confirmed in auditor report.
10 Frequent Auditor change O S.R. Batliboi re-appointed for 2nd term.

Total: 5/10 0— Governance
Rating: 2

Part C: Investor Verdict

THESIS: A distressed telecom utility surviving on state-led life support, facing a widening technology gap due to
extreme capital starvation.

OVERALL STANCE: WATCH

RATIONALE: Technical insolvency and massive interest burdens make the equity value highly sensitive to the
success of a long-delayed, large-scale fund-raising exercise. RE-EVALUATE WHEN: Successful completion of
fund-raising > [20,000 Cr. BULL CASE: Industry-wide tariff hike of >20% combined with successful [20k Cr+
fund infusion leading to 5G parity. BEAR CASE: Continued delay in fund-raising leading to accelerated high-
value subscriber churn to 5G-enabled competitors. KEY MONITORABLE: ARPU: [135 - Watch for [165+
threshold.

v5-Gemini | 202 pages | 209 chunks
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