Vodafone Idea Ltd — FY 2026 Annual Report Analysis

Annual Report Analysis (Consolidated)

Investor Snapshot

# Analytical point Sentiment

The company operates a "17-5-5" circle prioritization strategy, focusing 99% of revenue efforts on 17
key circles to defend market share against pan-India 5G competitors.

Revenue growth remains sluggish at 2.99%, reflecting a weakening competitive position and a
significant lag in 5G infrastructure compared to national peers.

Underlying operational viability is severely challenged, with the core business reporting a massive
loss of 24,044 Cr when excluding one-time regulatory gains.

ARPU has demonstrated resilience with 19 consecutive quarters of sequential growth, supported by a
4G penetration rate of 66.9%.

The company remains technically insolvent with a negative Net Worth of 35,758 Cr, despite a
massive 36,950 Cr debt-to-equity conversion by the Government of India.

Total debt remains staggering at 194,128 Cr, with finance costs consuming nearly 48% of total
revenue, creating a persistent liquidity trap.

Cash Flow from Operations of [19,411 Cr currently covers the 8,217 Cr Capex by 2.36x, providing a
narrow window for essential network reinvestment.

Earnings quality is exceptionally poor; the reported PAT of 34,552 Cr is entirely artificial, driven by a
non-cash 58,607 Cr exceptional gain from AGR reassessment.

Governance risks are elevated following a qualified audit opinion regarding the lack of a database-
level audit trail and significant reliance on related-party debt swaps.

Liquidity is constrained by 9,515 Cr trapped in GST recoverables and a high allowance for doubtful
debts at 35.38% of gross receivables, signaling poor subscriber quality.

The regulatory environment has provided a "survival runway" by deferring the AGR repayment cliff to
2036, granting a decade to attempt an operational turnaround.

Stance is Watch: Success depends on sustaining net subscriber additions and tripling EBITDA by FY29 to
service long-term obligations.

1. Business overview (In Bullet Points)

« Strategic Focus ("17-5-5"): VIL has formally codified a regional dominance strategy, prioritizing 17 "Priority
Circles" that contribute 99% of revenue. The remaining 5 circles (Assam, HP, J&K, North East, Odisha) have
been moved to "maintenance only" status to concentrate capital.

* Revenue Drivers: ARPU has seen 19 consecutive quarters of sequential growth. The 4G penetration rose
to 66.9% (up from 63.8% YoY), with the "Non-Stop Hero" plan (unlimited night data) accounting for 10% of
the prepaid base.

« Cost Drivers: Network expenses and IT outsourcing ([8,418 Cr) and Finance Costs (21,495 Cr) remain the
primary drains on capital. Lease repayments ([1.0,223 Cr) consume over 50% of CFO.

« Industry Position: VIL is shifting from a defensive posture to "regional aggression,” though it remains in a
catch-up phase regarding 5G coverage compared to pan-India peers.



» Expansion & Capacity: Added 17,300 new unique broadband towers in FY26. 4G population coverage
reached 86%. 5G rollout reached 80 cities by May 2026 using a "5G-ready” VRAN/ORAN architecture.

« Digital Ecosystem (TechCo Transition): Expanding non-telco streams via Vi Finance (lending
partnerships), Vi Ads (proprietary ad-tech), and Vi Business (Enterprise). Smart Metering is a key growth
engine with a target of 12 Mn deployments by FY29.

» Acquisitions & Partnerships: Partnered with Aditya Birla Finance and InstaMoney for lending services.

» Geographical Presence: Concentrated heavily in the 17 priority circles to maximize ARPU potential and
network parity.

2. Management commentary & outlook

e The DoT’s reassessment of AGR dues, finalized at (64,046 Cr (down from [87,695 Cr), has pushed the
major repayment "cliff" to the 2036-2041 period.

* Management intends to divert Cash Flow from Operations (CFO) almost entirely to Capex rather than
regulatory debt servicing for the next decade.

 The return of Kumar Mangalam Birla as Non-Executive Chairman signals renewed Aditya Birla Group
commitment following the Gol debt-to-equity conversion.

» The new leadership team (CEO Abhijit Kishore and CFO Tejas Mehta) is tasked with transitioning the
company from "restructuring” to "operational growth."

« Strategic guidance for FY2029 includes a commitment to double-digit revenue growth and a tripling of
Cash EBITDA.

» A [45,000 Cr Capex plan is slated for the next three years (FY27-29) to achieve network parity in priority
circles.

» Management is utilizing a "5G-ready" architecture to lower deployment costs compared to legacy peers.

» The "17-5-5" strategy is viewed as a pragmatic capital discipline measure to compete where ARPU potential
is highest.

* Management Tone: The tone has shifted from the "Material Uncertainty" dread of FY25 to a "Roadmap to
FY29" confidence. Management is no longer talking about if they will survive, but where they will win. The
language around "17-5-5" shows a level of capital discipline previously absent, resulting in a "Disciplined
Expansionary" verdict.



3. Financial analysis

3.1 Financial statements

P&L statement ((JCr)

Line item Mar 2026 Mar 2025
Sales 44,873 43,571
Sales Growth % 2.99 2.16
Expenses 25,870 25,523
Material Cost % 0 0
Raw material cost 6 1.70
Change in inventory 0 0
Manufacturing Cost % 0 51
Employee Cost % B 5
Other Cost % 52 2
Operating Profit 19,003 18,049
OPM % 42 41
Other Income 59,148 1,100
Exceptional items 58,607 97
Other income normal 541 1,003
Interest 21,495 24,543
Depreciation 22,108 21,973
Profit before tax 34,548 -27,368
Tax % 0 0
Net Profit 34,552 -27,383
Exceptional items AT 58,596 97
Profit excl Excep -24,044 -27,480
Profit for PE -24,044 -27,480
Profit for EPS 34,552 -27,383
Profit Growth % 13 14
EPS (D 3.19 -3.84

Dividend Payout % 0 0



Balance sheet ([ICr)

Line item

Equity Capital
Reserves

Borrowings

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

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 2026

108,343
-144,101
192,528
145,748
3,707
43,073
0
34,868
8,826

0
26,042
191,638
156,906
0

0

1,454
107
33,171
21
1,969
0

0

0
5,731
3,356
22,094

191,638

Mar 2025

71,393
-141,713
233,229
182,768
13,528
36,932
0
34,946
10,748
2,979
21,219
197,855
141,320
19

598
107,060
176

126

18
157,035
62,419
327,451
186,132
18,212
0
38,323
1

2,000
1,103
1,885
-988
10,568
177
25,576

197,855



Cash flow statement ((ICr)

Line item Mar 2026 Mar 2025
Cash from Operating Activity 19,411 9,291
Profit from operations 19,049 18,071
Receivables -162 104
Inventory -20 0
Payables -979 -3,440
Loans Advances 0 0
Other WC items 1,114 -5,919
Working capital changes -47 -9,256
Direct taxes 0 476
Other operating items 409 0
Cash from Investing Activity -6,104 -16,248
Fixed assets purchased -10,979 -10,336
Fixed assets sold 165 115
Investments purchased -72 0
Investments sold 0 19
Interest received 820 452
Dividends received 0 0
Redemp n Canc of Shares 0 0
Acquisition of companies 0 0
Other investing items 3,962 -6,498
Cash from Financing Activity -11,458 7,047
Proceeds from shares 3,271 24,137
Proceeds from borrowings 0 1,000
Repayment of borrowings -1,724 -2,711
Interest paid fin -2,780 -2,090
Dividends paid 0 0
Financial liabilities -10,223 -13,289
Other financing items -2 0
Net Cash Flow 1,849 89
Free Cash Flow 8,597 -931

CFO/OP 102 49



Key ratios

Line item Mar 2026 Mar 2025
Debtor Days 16 17
Inventory Days 0 0
Days Payable 0 0
Cash Conversion Cycle 16 17
Working Capital Days -192 -294
ROCE % -2 -2

3.2 Financial analysis summary

* Revenue growth remained anemic at 2.99% YoY, reaching [44,873.00 Cr, with Service Revenue contributing
99.80% of the total; this marginal growth failed to provide sufficient coverage for the Finance Cost of
[21,495.00 Cr, which is tied to the massive Total Debt (including leases) of (194,128 Cr on the Balance
Sheet.

» The reported PAT of [B4,552.00 Cr is an accounting artifact driven by a [58,607.00 Cr Exceptional Item
resulting from the reassessment of AGR dues; the underlying loss of -[24,044.00 Cr confirms the business
remains operationally unviable, reflected in the negative ROCE of -2.00%.

 Finance Cost consumes a staggering 47.90% of Revenue, driven by [17,206 Cr in interest on deferred
spectrum obligations and [4,289 Cr on Lease Liabilities, reflected in the Cash Flow Statement as [2,780.00
Cr in interest paid and [10,223.00 Cr in repayments of financial liabilities.

 Depreciation and amortization of [22,108.00 Cr (49.27% of Revenue) highlights extreme capital intensity, yet
Intangible Assets fell to [92,666.00 Cr due to the derecognition of the old AGR liability, while CWIP dropped
to [1,454.00 Cr as 5G spectrum costs moved into Intangible Assets Under Development ([13,820 Cr).

» Working Capital is severely constrained by a "liquidity trap" in Other Assets, where [9,515 Cr is locked in
GST Recoverable—credits that cannot be converted to cash—explaining why the CFO of [19,411.00 Cr,
though improved, is insufficient to address the [192,528.00 Cr in Borrowings.

» Trade Receivables of [1,969.00 Cr mask significant collection risks, as the Allowance for Doubtful Debts
rose 9.11% to 1,078 Cr, now representing 35.38% of gross billed receivables; this suggests that while Debtor
Days improved to 16.00, the quality of the subscriber base is deteriorating.

» The Balance Sheet remains technically insolvent with a negative Net Worth of -[B5,758 Cr, despite the
conversion of [B6,950 Cr of spectrum dues into Equity Capital issued to the Government of India, which
provided solvency relief but no fresh cash inflow.

 Cash Flow from Operating Activity of [19,411.00 Cr was bolstered by a [1,921 Cr reduction in Trade
Payables to [8,826.00 Cr, indicating a tightening of the supply chain to fund the [10,979.00 Cr Capex
required to prevent network degradation.

« Capital Allocation is entirely defensive, with Free Cash Flow of [8,597.00 Cr being utilized for mandatory
debt servicing rather than growth, while the auditor's qualified comment regarding the lack of an Audit Trail at
the database level signals a significant governance risk.

» Other Assets ([11,907 Cr) are dominated by GST Recoverable ([9,515 Cr), which represents 54.4% of total
current assets; this non-monetary asset inflates the current ratio without providing liquidity.

» Other Expenses include License fees and SUC of [B,851 Cr, which grew by 4.19%, outpacing revenue
growth and suggesting higher regulatory cost intensity.

« Costs to obtain a contract ([2,136 Cr) represents capitalized sales commissions; any spike in subscriber
churn would require an immediate impairment of this asset, hitting future margins.



» Overall Synthesis: Vodafone Idea’s financial character is defined by a massive, non-cash exceptional gain
that masks a deeply distressed operational core, where stagnant Revenue and overwhelming Finance Costs
on a [192,528.00 Cr debt pile necessitate continued government intervention and equity-for-debt swaps to
sustain a technically insolvent Balance Sheet.

3.3 Contingent liabilities & commitments

* Regulatory, Tax & Legal Disputes: [12,842 Cr. The auditor identifies the assessment of these claims as a
Key Audit Matter due to high management judgment.

* One-Time Spectrum Charges (OTSC): [8,780 Cr demand relating to spectrum held beyond 6.2 MHz;
remains a significant regulatory overhang.

* Bank Guarantees |/ LCs: [7,534 Cr.

 Capital Commitments: Not explicitly disclosed as a net figure, but the company has committed to a [45,000
Cr Capex plan over the next three years.



3.9 Earnings quality & forensic checks

# Check

10

11

12

13

14

15

16

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
adequacy

RPT quantum and
trend

Dividend paid vs
FCF adequacy

Audit Trall
Compliance

GST Recoverable
Liquidity

Impact

Profit 1 — non-cash exceptional gain of
[68,607 Cr inflates PAT above operating
cash generation.

Neutral — receivables and inventory
growth remain flat despite marginal 2.99%
revenue increase.

Profit 1 — capitalization of (2,136 Cr
contract costs defers expenses over
customer life-cycle.

Neutral — primary revenue is from retail
subscribers; Gol relationship impacts debt,
not sales.

Neutral — inventory is immaterial at 0.04%
of sales; no risk of obsolescence impact.

Neutral — no change in valuation policy
reported; inventory levels are financially
insignificant.

Profit 1 — non-recurring AGR credit of
[68,607 Cr masks underlying operating
loss of (24,044 Cr.

Profit 1+ — stalling 5G amortization via
13,820 Cr development classification
delays P&L expense recognition.

Profit | — increased provision for doubtful
debts of [1,078 Cr reflects deteriorating
subscriber quality.

Neutral — zero tax rate consistent with
massive accumulated losses and
unrecognized deferred tax.

Profit 1 — capitalization of interest and 5G
costs in development assets avoids
immediate depreciation.

Neutral — conservative non-recognition of
DTA prevents artificial inflation of net worth
and PAT.

Profit 1+ — conversion of [B6,950 Cr debt to
equity reduces interest burden non-cash.

Neutral — zero dividend payout is
appropriate given negative net worth and
high debt obligations.

Profit 11 — Failure to maintain edit logs at
database level for key software.

Neutral — 0,515 Cr blocked in tax credits.

Status

Notes detail

PAT is driven by a [58,116 Cr net credit
from AGR reassessment (Note 3 & 41).

Allowance for doubtful debts rose 9.11%
to (1,078 Cr, signaling collection risks.

Commissions are deferred only if
customer life exceeds 12 months,
potentially smoothing expenses.

Gol is now a 49% shareholder;
transactions are primarily debt-to-equity
conversions.

Pure-play service model with minimal
hardware-linked revenue or trading goods.

No accounting policy changes noted for
inventory; balance remains negligible for
the sector.

Reassessment of AGR dues treated as a
liability derecognition gain under Ind AS
109.

5G spectrum remains in "Intangible Assets
Under Development,” delaying
amortization hits.

No major provision reversals; allowance
for doubtful debts grew 9.11% YoY.

Company has not recognized significant
Deferred Tax Assets due to history of
losses.

Significant costs capitalized in 5G
development; audit trail gaps noted in IT
systems.

Management requires "convincing
evidence" of future profits to recognize
DTA, which is currently absent.

Unique dynamic where the regulator is the
primary owner; critical for long-term
solvency.

Negative net worth of [B5,758 Cr makes
dividend payments legally and financially
unviable.

Increases risk of undetected manual
overrides or data tampering.

Massive blockage of working capital that
cannot be converted to cash.



4. Management & governance

A. Auditor Report & Key Audit Matters * Audit opinion type: Unqualified, but contains a Qualified Comment
regarding the Audit Trail. * Key Audit Matters (KAMs): * Revenue Recognition: Complexity of IT systems and
high transaction volumes for telephony services. Auditor used IT specialists to test General IT Controls (GITC)
and application controls. * AGR & Regulatory Matters: Significant management judgment required in assessing
the revised AGR liability and the appropriateness of the discounting rate for present value calculations. * Debt
Covenants: Verification of compliance to prevent reclassification of long-term borrowings to current liabilities,
which poses a critical liquidity risk. * Emphasis of Matter: Material Uncertainty Related to Going Concern.
The Group has a negative net worth of [B5,758 Cr and is dependent on continued support from the Government
of India (Gol) and successful bank refinancing. * Material weaknesses: The auditor issued a qualified comment
regarding the Audit Trail (edit log). The feature was not enabled at the application/database level for certain
software, and SOC reports for third-party applications were insufficient to confirm compliance.

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

| | | | Government of India | Major Shareholder (49%) | Equity Conversion of Dues |
36,950.00 Cr | Massive dilution; conversion of unsustainable regulatory debt. | | Vodafone Group Promoters |
Promoter Group | CLAM Settlement Release | 2,307.00 Cr | Settlement of pre-merger contingent liabilities;
recovery spread over 12 months. | | Vodafone Group Promoters | Promoter Group | Earmarked Shares
(Security) | 3,529.00 Cr | Non-cash security; 328 Cr shares earmarked for 5 years to cover settlement. | | Suryaja
Investments Pte. Ltd. | Promoter Group | Preferential Warrants | 4,730.00 Cr | Infusion of capital at 11 per
warrant; signals continued promoter support. | | VITIL (Subsidiary) | Wholly Owned Subsidiary | Corporate
Guarantee/Pledge | 3,300.00 Cr | Security for NCD issuance; encumbers subsidiary assets. |

C. Shareholding | Line item | Mar 2026 | Mar 2025 | | :-- | --: | --: | | Promoters | 23.16% | 36.87% | | FlIs | 12.42%
| 7.85% | | Dlls | 9.15% | 3.51% | | Government of India | 49.00% | 33.14% | | Public | 6.27% | 18.63% |

* Pledged Shares: Zero.

D. Board Composition + KMP Compensation * Total Directors: 10 | Independent %: 60.00% | Women
Directors: 1 (Ms. Neena Gupta). * KMP Compensation: Specific remuneration for the CEO (Abbhijit Kishore)
and CFO (Tejas Mehta) is not explicitly detailed in the financial notes. Independent Director pay ranges from
0.09 Cr to 0.16 Cr (sitting fees). * YoY Growth: EBITDA grew 5.28%. Independent Director pay is conservative
relative to scale, but a resolution seeks to increase it to 0.30 Cr annually. * Family Correlation: No
compensations within the same family were identified in the provided data.

F. Capital Allocation & Capex | Action | FY current (Cr) | FY prior (Cr) | % of CFO | Signal | | | [

| | | | Capex | 8,217.00 Cr | 9,410.30 Cr | 42.33% | — | | Interest Payments | 2,780.00 Cr |
2,090.20 Cr | 14.32% | — | | Equity Issuance | 36,950.00 Cr | 61,400.00 Cr | 190.36% | — | | Lease Liab.
Repayment | 10,223.00 Cr | 16,000.30 Cr | 52.67% | — | | Net Debt Change | -40,701.00 Cr | -27,340.00 Cr | N/

M | Positive |

CAPEX Analytical Notes: * CFO Coverage of Capex: Ratio is 2.36; the company is generating enough CFO to
cover maintenance and moderate growth capex. * Nature of Capex: (13,820 Cr remains in Intangible Assets
Under Development, primarily 5G spectrum not yet fully amortized, delaying the P&L impact. * Deployment
Efficiency: Revenue grew only 2.99% despite [8,217 Cr in capex, suggesting a long gestation period or intense
competitive pressure. * Key Takeaways: The capitalization of interest on 5G spectrum artificially inflates
EBITDA by keeping borrowing costs off the P&L until the network is "ready for use."

H. Risks * Going Concern: Negative Net Worth of [B5,758 Cr. Potential insolvency if bank refinancing or Gol
support is withdrawn. (Severity: High) * Audit Trail Failure: Edit logs not enabled at database level. Risk of
undetected manual data manipulation. (Severity: High) * AGR Liability: Long-term cash outflow rising to
massive installments in 2036. (Severity: Medium) * GST Liquidity Trap: [9,515 Cr blocked in GST recoverables;



cannot be converted to cash. (Severity: High) * Collection Risk: Allowance for doubtful debts is 35.38% of gross
billed receivables. (Severity: Medium) * Spectrum Amortization: 13,820 Cr in Intangibles Under Development
masks future P&L hits. (Severity: Medium)

5. Scorecard & verdict

Part a: scorecard

Dimension Key evidence One-line rationale
. . 17/22 circles prioritized; Limited diversification and weakening competitive
Business quality 2 - " . .
2.99% Rev growth position against pan-India 5G peers.
. . D/E N/A (Neg Net Worth); Technically insolvent with massive debt pile and
Financial health 1 - . . . .
CFO < Finance Costs reliance on government intervention.
. ) PAT [B4.5k Cr vs Loss [R4k  PAT is entirely driven by a non-cash regulatory
Earnings quality 1 ! . N o
Cr (excl. excep) gain; audit trail is qualified.
Management & 5 Audit trail qualification; 49%  Significant governance gaps regarding IT
governance - Gol ownership controls and high reliance on RPT debt-swaps.
Capital allocation & 2 . Capex [B.2k Cr; ROCE Reinvesting with uncertain returns; current capex
earnings visibility -2.0% not yet translating to meaningful sales growth.

Business positives (for this company this year) * [Debt Reduction]: Total debt (including leases) decreased
by 89,101 Cr YoY, primarily through the Gol equity conversion. * [Regulatory Relief]: Finalized AGR liability
reassessment resulted in a (68,607 Cr exceptional gain and pushed the repayment cliff to 2036. * [Subscriber
Momentum]: Achieved the first month of positive net subscriber additions in February 2026. * [ARPU
Growth]: Recorded 19 consecutive quarters of sequential ARPU growth. * [Promoter Support]: Infusion of
(4,730 Cr via preferential warrants from the Promoter Group (Suryaja Investments).

Business negatives | concerns (for this company this year) * [Operational Loss]: Excluding exceptional
items, the company suffered an underlying loss of (24,044 Cr. * [Insolvency]: The company maintains a
negative Net Worth of [(B5,758 Cr, indicating technical insolvency. * [Governance Flag]: Auditor issued a
qualified comment regarding the lack of an audit trail (edit log) at the database level. * [Liquidity Trap]: (9,515
Cr is blocked in GST recoverables, representing 54.4% of current assets that cannot be converted to cash. *
[Collection Risk]: Allowance for doubtful debts stands at 35.38% of gross billed receivables, signaling poor
subscriber quality. * [5G Lag]: 5G rollout is limited to 80 cities, significantly trailing competitors' national
coverage.

Overall scorecard summary Vodafone Idea remains in a state of fragile stability, where its survival is entirely
predicated on government support and non-cash accounting adjustments. While the AGR reassessment and Gol
equity conversion have deferred the immediate threat of bankruptcy, the operational core remains deeply
distressed with stagnant revenue and massive finance costs. Governance is a growing concern due to the
qualified audit opinion on IT controls, and capital allocation has yet to yield a positive return on capital. The
business is on a stable but high-risk trajectory, having traded immediate insolvency for a decade-long window
to fix its operational unviability.



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: 6/10 — Governance Rating: 2
Part c: investor verdict

Thesis: VIL is a distressed "option value" play on the Indian telecom market, surviving solely through
government-led balance sheet restructuring. Overall stance: Watch Rationale: The company has secured a 10-
year survival runway, but operational turnaround (ARPU and subscriber growth) is not yet sufficient to cover its
long-term debt obligations. Re-evaluate when: Net subscriber additions remain positive for three consecutive
guarters or ARPU crosses [225. BULL CASE: Rapid 5G monetization and market share gains in the 17 priority
circles lead to a tripling of Cash EBITDA by FY29. BEAR CASE: Competitors launch aggressive 5G pricing,
leading to a resumption of subscriber churn and inability to refinance bank loans. Key monitorable:
Sustainability of net positive subscriber additions: Feb 2026 (Positive) — Target: 3 consecutive months.



7. Year-over-year analysis

7.1 Changes

Metric | theme

Summary a status

Summary b status

Forensic takeaway

Management
Tone

Solvency
Profile

Regulatory
Debt (AGR)

Governance &
Audit

Capital
Allocation

Earnings
Quality

Working
Capital (GST)

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

Deeply insolvent with a
negative Net Worth of
(70,320 Cr.

Immediate repayment cliff
of (16,428 Cr due in
March 2026.

Unqualified opinion with
an emphasis on going
concern.

Broad network expansion
(14,100 towers) to arrest
subscriber churn.

Losses masked by minor
exceptional gains ((755
Cr).

9,334 Cr blocked in non-
earning GST
recoverables.

7.2 Persistent patterns

"Disciplined Expansionary"
with a roadmap to FY29 and
regional aggression.

Deficit halved to a negative
Net Worth of [B5,758 Cr.

Repayment cliff deferred to the
2036-2041 period following
reassessment.

Qualified opinion due to failure
to maintain audit trails/edit logs
at the database level.

"17-5-5" strategy prioritizing 17
circles for 99% of revenue.

PAT of (84,552 Cr
manufactured by a massive
68,607 Cr non-cash gain.

GST trap worsened to [9,515
Cr, representing 54% of
current assets.

Management has pivoted from a posture of
survival to one of strategic execution following
the deferral of the regulatory debt cliff.

The balance sheet improvement is driven by
non-cash debt-to-equity conversions and
regulatory liability derecognition rather than
operational profitability.

The company has successfully traded an
imminent liquidity collapse for a ten-year
operational runway to fix its core business.

Governance risk has escalated from general
insolvency concerns to specific internal control
failures regarding the integrity of financial data
systems.

Capital allocation has shifted from broad
survival spending to a disciplined regional
dominance strategy to maximize returns on
limited liquidity.

Reported profitability is now entirely
decoupled from operational reality, masking
an underlying annual loss of over [24,000 Cr.

The company remains unable to unlock a
massive portion of its working capital from
government tax credits, creating a permanent
liquidity bottleneck.

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

« Structural Operational Unviability: Excluding non-cash exceptional items, the core business continues to
generate massive annual losses exceeding (24,000 Cr, indicating the business model cannot yet self-

sustain.

» Auditor Going Concern Warning: Auditors have consistently maintained a "Material Uncertainty Related
to Going Concern" emphasis, highlighting the fragility of the turnaround.

» Aggressive Accounting Levers: Management continues to utilize interest capitalization and deferral of
contract acquisition costs to artificially soften the reported P&L impact of its massive cost base.

* Government Dependency: The Government of India remains the primary guarantor of survival,
transitioning from a creditor to the largest shareholder (49%) to prevent collapse.

 Subscriber Quality Risk: The allowance for doubtful debts remains alarmingly high (over 35% of billed
receivables), signaling persistent challenges in collecting revenue from a low-value subscriber base.

* Regional Retreat: The strategy of abandoning non-priority circles to preserve capital has become a
permanent structural trait, limiting the company to a regional rather than pan-India competitive stance.
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