Den Networks Ltd — FY 2024 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

Den Networks operates as a "cash-box" entity where a structurally declining core cable business is

ad
offset by a massive (2,904 Cr liquidity cushion.
Top-line performance is deteriorating, with total revenue down 4.40% to 1,081 Cr and core 0
subscription income contracting 7.89% due to OTT and DTH competition.
Aggressive cost-containment measures, including a 36.45% reduction in leaseline expenses and a
77.59% cut in advertising, have been utilized to protect EBITDA margins.
Reported PAT of 213 Cr is fundamentally decoupled from operations, as the bottom line is almost 0
entirely sustained by 206 Cr in treasury-led "Other Income."
The balance sheet remains a "fortress" with negligible debt (D/E of 0.01x) and an exceptional interest
coverage ratio of 82.67x.
Cash flow generation is weak with a CFO/PAT ratio of only 0.39x, indicating that accounting profits 0
are not translating effectively into operational cash.
Capital allocation is highly inefficient, evidenced by an anemic 2.00% ROCE and 2,045 Cr in 0
preferential allotment proceeds remaining unutilized in FDs/MFs for six years.
Earnings quality is poor, characterized by a reliance on non-operating gains and provision write- 0
backs, alongside a potential risk to the 1,134 Cr Deferred Tax Asset.
Governance is technically compliant with a 50% independent board, yet lacks transparency regarding KMP 0
compensation and long-term capital deployment strategies.
Significant balance sheet risks persist, including 721.34 Cr in contingent tax liabilities and the 0
existential threat of 5G FWA rollout to the ISP infrastructure.
The outlook remains stagnant as the company serves as a strategic liquidity pocket for the parent 0

group with no independent growth catalysts or reinvestment plans.

Investment View: WATCH; the stock is a "Value Trap" trading at a deep discount to its ~[60 cash-per-share,
requiring a merger or capital return to unlock value.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: The company operates primarily in two segments: Cable Television (96.60% of
revenue) and Broadband/ISP services (3.40% of revenue).

* Revenue Drivers: Revenue is driven by subscription income from cable and internet services, placement/
marketing income from broadcasters, and activation fees for Set Top Boxes (STBs).

« Cost Drivers: The primary cost driver is content cost (COGS), followed by employee benefits, leaseline
expenses for broadband, and repairs/maintenance of the distribution network.



* Industry Position: Den Networks operates as a major Multiple System Operator (MSO) in India, now
functioning as a tactical utility within the Reliance/Jio ecosystem.

« Expansion Plans: Strategy is currently focused on "managed decline" and sustenance rather than
aggressive expansion, prioritizing technical upgrades like MPEG-2 to MPEG-4 transitions.

 Capacity Additions: Management is increasing channel capacity from 550 to 750 channels and replacing
legacy Cisco STBs to mitigate subscriber churn.

» Segment Performance: The Cable segment saw a revenue decline of 4.40% YoY, while the Broadband
segment remains a marginal contributor with significant competitive threats from 5G.

» Geographical Presence: The company has zero geographical diversification, with 100% of revenue derived
from the Indian market.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Strategy Changes: Management has shifted toward a defensive "managed decline" strategy, focusing on
mitigating market share loss to OTT and DTH platforms through technical maintenance rather than growth.

» Growth/Margin Guidance: There is a lack of aggressive growth guidance; instead, the focus is on "aligning
strategy with the group’s overall strategies" (Reliance/Jio) to serve as a "dumb pipe" for JioCinema and other
group content.

* Demand Environment: Management acknowledges a structural shift of consumers away from linear TV and
explicitly identifies the 5G FWA rollout as a direct challenge to the wired ISP business.

« Competitive Intensity: High competitive intensity from OTT, DTH, and other MSOs is leading to ARPU
compression and subscriber churn.

* New Projects/Launches: Focus is on the "LCO Lighthouse app" to digitize the relationship with Local Cable
Operators and upgrading infrastructure to improve signal quality.

« Partnerships/JdVs: The company is heavily integrated into the Reliance ecosystem, prioritizing features like
"Casting" to stream Jio Cinema into legacy TV households.

« Opportunities Highlighted: Management sees potential in signal quality improvements and infrastructure
upgrades to slow the rate of subscriber loss.

* Long-term Vision: The long-term vision appears centered on maintaining the entity as a "Strategic Liquidity
Pocket" for the parent group, with no concrete plan to deploy the 2,045 Cr cash pile.

* Management Tone: The management tone is stoic and defensive, devoid of growth-oriented language like
"market leadership” or "disruptive offerings."” The narrative is centered on mitigation, alignment, and
sustenance, signaling that the business is being managed for cash flow stability rather than independent
value creation (LAST BULLET POINT).

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2024 Mar 2023
Sales - 1,081.00 1,130.00
Sales Growth % -4.40 -7.76
Expenses - 927.00 979.00
Material Cost % - 0.00 0.00
Raw material cost 0.00 0.00
Manufacturing Cost % 61.00 61.00
Employee Cost % 7.00 7.00
Other Cost % 17.00 18.00
Operating Profit 154.00 152.00
OPM % 14.00 13.00
Other Income - 206.00 112.00
Exceptional items 191.00 51.00
Other income normal 15.00 61.00
Interest 3.00 1.00
Depreciation 113.00 119.00
Profit before tax 245.00 143.00
Tax % 13.00 -65.00
Net Profit - 213.00 236.00
Minority share 2.00 6.00
Exceptional items AT 166.00 51.00
Profit excl Excep 46.00 185.00
Profit for PE 48.00 192.00
Profit for EPS 215.00 243.00
Profit Growth % -75.00 175.00
EPSinRs 4.50 5.09

Dividend Payout % 0.00 0.00



Balance Sheet ((ICrores)



Line Item

Equity Capital
Reserves

Borrowings -

Long term Borrowings
Short term Borrowings
Lease Liabilities
Preference Capital
Other Borrowings
Other Liabilities -

Non controlling int
Trade Payables
Advance from Customers
Other liability items
Total Liabilities

Fixed Assets -

Land

Building

Plant Machinery
Equipments
Computers

Furniture n fittings
Vehicles

Intangible Assets
Other fixed assets
Gross Block
Accumulated Depreciation
CWIP

Investments

Other Assets -

Trade receivables -
Receivables over 6m
Receivables under 6m
Prov for Doubtful
Cash Equivalents
Loans n Advances

Other asset items

Mar 2024

477.00
2,943.00
26.00
0.00
0.00
2551
0.00
0.00
481.00
43.00
262.00
1.00
174.00
3,927.00
515.00
14.00
35.00
361.00
18.00
65.00
2.00
1.00
186.00
1,147.00
1,828.00
1,314.00
18.00
1,709.00
1,685.00
109.00
74.00
113.00
-78.00
1,287.00
-10.00

299.00

Mar 2023

477.00
2,731.00
28.00
0.00
0.00
27.60
0.00
0.00
524.00
49.00
267.00
1.00
207.00
3,759.00
562.00
14.00
34.00
1,483.00
17.00
21.00
2.00
1.00
185.00
21.00
1,776.00
1,214.00
29.00
1,426.00
1,741.00
87.00
6.00
81.00
0.00
1,334.00
-13.00

333.00



Line Item Mar 2024 Mar 2023

Total Assets 3,927.00 3,759.00

Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 84.00 139.00
Profit from operations 135.00 128.00
Receivables -30.00 -7.00
Payables -15.00 -17.00
Loans Advances 0.00 0.00
Other WC items 1.00 1.00
Working capital changes -44.00 -24.00
Direct taxes -7.00 35.00
Cash from Investing Activity - -66.00 -54.00
Fixed assets purchased -54.00 -99.00
Fixed assets sold 1.00 1.00
Investments purchased -2,724.00 -1,473.00
Investments sold 2,569.00 2,019.00
Interest received 59.00 13.00
Dividends received 0.00 0.00
Invest in subsidiaries 0.00 0.00
Investment in group cos 0.00 0.00
Redemp n Canc of Shares 0.00 0.00
Acquisition of companies 0.00 0.00
Other investing items 84.00 -515.00
Cash from Financing Activity - -7.00 -115.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 0.00 0.00
Repayment of borrowings 0.00 0.00
Proceeds from deposits 0.46 0.00
Interest paid fin 0.00 -0.02
Dividends paid 0.00 2.1
Financial liabilities -7.05 -2.52
Other financing items 0.00 -110.37
Net Cash Flow 11.00 -30.00
Free Cash Flow 30.00 41.00

CFO/OP 59.00 69.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 37.00 28.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 37.00 28.00
Working Capital Days -69.00 -82.00
ROCE % 2.00 3.00

3.2 Financial Analysis Summary

* Revenue from operations declined by 4.40% to [1,081.00 Cr, primarily driven by a 7.89% contraction in
Subscription income to [633.81 Cr, signaling intensifying competitive pressure and subscriber churn.

* OPM % improved slightly to 14.00% from 13.00% despite the top-line decline, aided by aggressive cost-
cutting, including a 36.45% reduction in Leaseline expenses to [83.23 Cr and a 77.59% slash in
Advertisement & Business Promotion spending.

* Net Profit of [213.00 Cr is heavily supported by Other Income of [206.00 Cr, which includes a [191.92 Cr
gain on the sale of Investments; excluding these exceptional items, the core Profit excl Excep fell sharply to
[46.00 Cr from [185.00 Cr.

 Trade Receivables increased by 25.28% to [109.00 Cr, leading to a deterioration in Debtor Days from 28 to
37 days, which absorbed [80.00 Cr of cash in the CFO working capital changes.

» The company performed a significant "cleaning” of the Balance Sheet by writing off [1118.29 Cr of doubtful
debts against existing provisions, resulting in a leaner Gross Trade Receivables profile but highlighting
historical collection risks.

* CFO of [84.00 Cr significantly lags PAT of [213.00 Cr (cash conversion of 0.39x), as the substantial
investment gains driving the P&L are classified under Cash from Investing Activity, not operations.

* Fixed Assets (Net Block) declined to [515.00 Cr as Depreciation of [113.00 Cr outpaced Capex of [564.00
Cr; the 8-year depreciation policy for Set Top Boxes (STBs) may potentially defer expense recognition
relative to the actual technological lifecycle.

* Total Debt remains negligible at [26.00 Cr, consisting almost entirely of Lease Liabilities, while the
company maintains a massive liquidity cushion with Cash Equivalents of [1,287.00 Cr and Investments of
(1,709.00 Cr.

* ROCE is exceptionally low at 2.00%, reflecting inefficient capital allocation as [117.95 Cr is tied up in
government balances and tax deposits, alongside [721.34 Cr in Contingent Liabilities related to VAT and
tax disputes.

» Deferred Tax Assets of [113.46 Cr represent 14.3% of non-current assets, with a significant portion tied to
doubtful debt allowances, posing a risk of impairment if future taxable Revenue from operations does not
recover.

* Finance Cost of [B.00 Cr is primarily related to Ind AS 116 lease accounting rather than bank debt, ensuring
a robust Interest Coverage ratio of 82.67x despite the weak operating performance.

» Other Assets are dominated by [632.65 Cr in balances with government authorities and [546.83 Cr in
deposits against tax cases, representing "lazy capital" stuck in litigation that earns zero or low returns.

« Other Liabilities include [520.76 Cr in "Indirect tax payable and others," a large, vaguely described bucket
that, while decreasing, remains a significant obligation.



» Other Expenses were mitigated by a 36.45% reduction in Leaseline expenses and a 77.59% cut in
Advertisement costs, which protected the EBITDA margin but may impact long-term brand equity and
growth.

» The dominant financial theme of the year is one of operational stagnation and treasury-led profitability,
where the core business is a "melting ice cube" sustained by a massive, underutilized cash pile and non-
operating investment gains.

3.3 Contingent Liabilities & Commitments

* VAT Disputes: [457.28 Cr (Largest risk area; decreased from [694.47 Cr in FY23).

* Entertainment Tax Disputes: [128.78 Cr.

* Service Tax Disputes: [62.17 Cr.

e Income Tax Disputes: [56.83 Cr.

- Total Tax-Related Contingent Liabilities: [(721.34 Cr (Only 32% or [232.58 Cr paid under protest).
* Capital Commitments: [472.46 Cr (Related to network expansion and STB procurement).



3.9 Earnings Quality & Forensic Checks



# Check

PAT vs CFO
trend

Receivables &
2 channel-stuffing
signal

Revenue timing
3 (unbilled/
deferred)

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
6 valuation method
change

Exceptional items
in operating profit

Depreciation rate
8 vs useful life

policy

Provision
9 reversals
boosting PAT

Tax rate
consistency

1 CWIP age and
stalling projects
12 Deferred tax
asset recognition
RPT quantum
13
and trend
Dividend paid vs
14

FCF adequacy

15

Impact

Profit 1+ — non-cash investment

gains of [1,919 Cr inflate PAT
over operating cash.

Revenue 1| — receivables grew
25% despite 4.4% sales decline;

suggests slowing collections.

Revenue 1 — unbilled revenue

rose 32% while deferred
revenue fell by 26%.

Neutral — high promoter

ownership ensures backing but

creates significant group
strategy dependency.

Neutral — service-based model

results in zero inventory,
eliminating traditional
obsolescence risks.

Neutral — consistent zero-
inventory reporting across

periods maintains comparability.

Profit 1 — exceptional gains of
(191 Cr significantly boost

reported PBT non-operationally.

Profit + — 8-year STB
depreciation period potentially
defers expenses compared to
industry peers.

Profit 1+ — massive (1,181 Cr

provision reversal offsets write-
offs, cleaning the balance sheet.

Profit 1 — low effective tax rate
of 13% vs statutory rates boosts

PAT.

Neutral — CWIP decreased
from (29 Cr to [18 Cr,

suggesting project completions.

Profit + — large DTA of [1,134

Cr relies on future taxable profit

visibility.

Neutral — settlement of [66.81
Cr RPT receivable for PPE sales

improved liquidity.

Neutral — zero dividend payout

despite positive FCF of [BO Cr
conserves cash.

Status

O

g

Evidence

PAT [2,127.94 Cr vs
CFO [B839.67 Cr
(Notes).

Net Receivables [109
Cr (FY24) vs [B7 Cr
(FY23); Sales -4.4%.

Unbilled [(254.56 Cr vs
Deferred [598.23 Cr.

Promoter holding at
66.43% (Reliance/Jio).

Inventory [0.00 Cr for
both FY24 and FY23.

No inventory reported
in Balance Sheet.

Exceptional items [191
Cr (FY24) vs (b1 Cr
(FY23).

Depreciation [113 Cr;
STB life 8 years.

Provision write-back
[1,181.61 Cr (Note
23.02).

Tax rate 13% (FY24) vs
-65% (FY23).

CWIP [18 Cr (FY24) vs
[29 Cr (FY23).

DTA[1,134.62 Cr
(14.3% of non-current
assets).

RPT PPE receivable [D
(FY24) vs [66.81 Cr
(FY23).

Dividend Payout 0%;
FCF [BO Cr.

Notes Detail

Gap explained by [1,919.18
Cr gain on investment sales
(Note 20).

Debtor days increased from
28 to 37 days; Gross
receivables fell due to write-
offs.

Activation fees are deferred
over customer relationship
period (Note 2.10).

Company is a subsidiary of
Reliance Industries group
(Note 13.b).

Business model focuses on
Cable/Broadband services
with no physical goods
inventory.

Accounting policies confirm
no inventory-related
valuation changes.

Exceptional items represent
a significant portion of the
(245 Cr PBT.

STBs are depreciated over 8
years using straight-line
method (Note 2.07).

Balance sheet "cleaning"
involved writing off [1,182.94
Cr against provisions.

Direct taxes paid were only
[ Cr against a PBT of (245
Cr.

Capital commitments remain
high at [#72.46 Cr for future
expansion (Note 25).

[292.42 Cr of DTArelates to
doubtful debt allowances
(Note 2.17).

Settlement of related party
dues for PPE sales improved
the cash position (Note 6).

No dividends declared to
parent company; profits
retained for internal use
(Note 13.e).



# Check Impact Status Evidence Notes Detail

Auditor Reliance Neutral — 30 subsidiaries Assets of [40.80 Cr Reliance risk on audit quality
udi i
Risk audited by other firms and 2 (normalized) audited by  of smaller, non-network firms
i
unaudited. non-network firms. (p.111).
) . . - [262.66 Cr of . .

Profit 1 — inclusion of provision o . Non-cash accounting gain

Non-Cash ) . . "Liabilities/provisions . .
. write-backs in operational O . ] inflates the quality of

Revenue Quality written back" in .

revenue. operating income (p.147).

revenue.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. The financial statements present a true
and fair view of the consolidated state of affairs. * Key Audit Matter (KAM): Revenue Recognition. The auditor
flagged the high volume of data processed through IT systems for subscription revenue and the complexity of
placement agreements with broadcasters. The risk involves potential data integrity issues or incorrect application
of contract terms. * Auditor Response: Tested the IT control environment, performed end-to-end walkthroughs
of the billing process, and verified placement income against underlying broadcaster contracts on a sample
basis. * Other Matter: The consolidated financial statements include the results of 30 subsidiaries audited by
other firms and 2 unaudited subsidiaries, representing assets of [40.80 Cr (normalized). This introduces a
reliance risk on the audit quality of smaller, non-network firms. * Internal Financial Controls: Auditor confirmed
that the company maintains adequate internal financial controls over financial reporting, which were operating
effectively as of March 31, 2024. * Auditor Fees: Total fees paid to Statutory Auditors (Chaturvedi & Shah LLP)
and their network firms amounted to [1.348 Cr, representing approximately 0.12% of consolidated revenue.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | |:---|:==-|:-=-|--:]:=| |
Reliance Industries Group | Promoter Group | Settlement of PPE Receivable | 6.68 Cr | Positive | | Reliance
Industries Group | Promoter Group | Supplier Advances | 0.00 Cr | Neutral | | Reliance Industries Group | Parent
Group | Receivable on sale of PPE | 0.00 Cr (vs 66.81 Cr) | Positive |

* RPT Risk Checks:
° % of Revenue: 0.62% - Well below the 10% threshold.
> 9% of CFO: 7.95% - Low risk of cash leakage.
> Trend vs Prior Year: Decreasing. The settlement of the [66.81 Cr receivable for PPE sales significantly

improved the cash position.

* RPT Verdict: Clean [] Transactions are primarily related to the settlement of legacy balances and operational
infrastructure sharing within the Reliance/Jio ecosystem at arm's length.

C. Shareholding | Category | Mar 2024 (%) | Mar 2023 (%) | |:---|--:]--:| | Promoter | 74.90 | 74.90 | | FIl | 0.14 |
0.14 || DIl |1.14 | 1.14 | | Public | 23.72 | 23.72 | | Others (Employee Trust) | 0.10 | 0.10 |

* Promoter Pledge: 0.00% of total shareholding.
* MPS Compliance: Fully compliant with the 25% Minimum Public Shareholding (MPS) requirement.

D. Board Composition + KMP Compensation * Total Directors: 8. * Independent %: 50.00% (4 out of 8
directors). * Women Directors: 2 (25.00%). * KMP Compensation: Remuneration for individual KMPs (CEO
S.N. Sharma, CFO Satyendra Jindal, CS Hema Kumari) was excluded from the main Annual Report and is only
available upon specific email request. This limits immediate investor scrutiny. * Family Relations: None of the
Directors are related to any other Director on the Board. * Revenue Correlation: KMP pay transparency is low,
making it difficult to correlate with the 4.40% revenue decline.



F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (JCr) | % of CFO | Signal | |:---|--:|--:]--:]:--] |
Dividends | 0.00 | 0.00 | 0.00% | O] | Capex (Fixed Assets Purchased) | 54.00 | 99.00 | 64.29% | O] |
Financial Investments (Net) | 155.00 | -546.00 | 184.52% | [J| | Asset Sales (PPE) | 1.00 | 1.00 | 1.19% | O] |
Lease Liabilities (Repayment) | 7.05 | 2.52 | 8.39% | [J| | Interest Payments | 0.00 | 0.02 | 0.00% | O]

» CFO Coverage of Capex: CFO ([84.00 Cr) covers Capex ([54.00 Cr) with a ratio of 1.55.

* Nature of Capex: Primarily maintenance-heavy, focusing on Set Top Box (STB) replacement and moving
from MPEG 2 to MPEG 4 technology to improve signal quality.

» Capex Deployment Efficiency: Despite cumulative capex of [153.00 Cr over two years, Revenue declined
4.40% YoY, signaling that capex is defensive and failing to drive top-line growth.

» Key Takeaways: The company is a "cash-box" with [2,904.21 Cr in cash and equivalents, yet it generates
an anemic ROCE of 2.00%. The failure to deploy [2,045.00 Cr of preferential allotment proceeds (held since
2019) is a significant drag on equity returns.

H. Risks * Market Share (High): Churn to OTT, DTH, and other MSOs leading to Revenue erosion and ARPU
compression. * Technological Shift (Medium): 5G implementation and digital media shifts causing
obsolescence of existing cable/ISP infrastructure. * Litigation (High): [721.34 Cr in tax-related contingent
liabilities, representing a potential cash outflow of 85% of annual CFO. * Cybersecurity (Medium): Risk of
hacking and data breaches disrupting IT infrastructure and billing systems. * Asset Impairment (Medium):
[1,134.62 Cr in Deferred Tax Assets (DTA) which may require a P&L hit if future taxable profits are not
realized.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
) ) Revenue -4.4%, Core cable business is in structural decline with
Business Quality 2 ! - . .
Subscription -7.89% high competitive pressure from OTT/5G.
. . D/E 0.01x, Cash [2,904 Fortress balance sheet with massive liquidity and
Financial Health 5 - .
Cr negligible debt.
. . CFO/PAT 0.39x, Other Profits are driven by treasury gains and provision
Earnings Quality 2 ! ) -
Income [206 Cr write-backs rather than operations.
Management & 3 50% Ind. Board, KMP Generally compliant but lacks transparency in
Governance - pay hidden KMP pay and capital deployment.
Capital Allocation & 1 . ROCE 2%, [2,045 Cr Value-destructive idle cash and zero visibility on
Earnings Visibility unutilized growth-oriented reinvestment.

BUSINESS POSITIVES (for this company this year) * [Strong Liquidity: The company maintains a massive
cash and investment cushion of [2,904.21 Cr, providing absolute solvency. * ODebt-Free Status: Total debt is
negligible at (26.00 Cr (primarily leases), resulting in a DIE of 0.01x. * ORPT Improvement: Successfully
settled [66.81 Cr in receivables from related parties, improving the cash position. * JCost Discipline: Achieved
a 36.45% reduction in leaseline expenses and a 77.59% cut in advertising, protecting EBITDA margins.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [IRevenue Contraction: Core
Subscription income fell 7.89%, indicating significant subscriber churn to OTT/DTH. * OPoor Cash
Conversion: CFO ([84 Cr) is significantly lower than PAT (213 Cr), with a conversion ratio of only 0.39x. * [
Idle Capital: (2,045 Cr in preferential allotment proceeds has remained unutilized in FDs/MFs for six years,
dragging ROCE to 2.00%. * [JContingent Liability Risk: [721.34 Cr in tax disputes looms over the balance



sheet, with only 32% provided for/paid under protest. * [(0Technological Obsolescence: Management explicitly
admitted that 5G rollout poses a direct threat to the ISP business.

OVERALL SCORECARD SUMMARY Den Networks is a financially robust but operationally stagnant entity.
While the balance sheet is a "fortress" with nearly [B,000 Cr in liquidity, the core cable business is a melting ice
cube in a structurally declining industry. Earnings quality is poor, as net profits are almost entirely derived from
treasury income and accounting write-backs rather than service growth. The company is currently on a
deteriorating trajectory as a value-generating business, acting instead as a stagnant liquidity pocket for its parent
group.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? g Unqualified opinion (p.110)

2 Promoter pledge = 0? O 0.00% pledge (Screener)

3 KMP pay < 5% of PAT? | Not disclosed in report (p.10)
4 RPT quantum < 5% of revenue? a0 0.62% of revenue

5 Board > 50% independent? g 50% (4 of 8 directors)

6 At least 1 woman director? O 2 women directors (25%)

7 No statutory dues outstanding? O No significant undisputed dues
8 No fraud reported? O No fraud reported by auditors
9 Audit trail enabled? g Confirmed by auditors (p.112)
10 Frequent Auditor change O No change in current year

Total: 9/10 O— Governance Rating: 4

Part C: Investor Verdict

THESIS: Den Networks is a "cash-box" with a declining cable business, where the primary value lies in its
(2,904 Cr liquidity, currently controlled by a parent with no immediate plan to return capital.

OVERALL STANCE: WATCH

RATIONALE: The stock trades as a deep-value play on its cash pile, but the lack of growth and poor capital
allocation make it a value trap until a corporate action (merger/buyback) occurs. RE-EVALUATE WHEN: ROCE
exceeds 5% OR a concrete plan for the [2,045 Cr cash deployment is announced. BULL CASE: A merger with
Hathway or a delisting offer at a premium to book value (Cash per share is ~[60). BEAR CASE: Continued core
revenue decline (>10% YoY) and impairment of the [1,134 Cr Deferred Tax Asset. KEY MONITORABLE:
Subscription Revenue Growth: -7.89% - Watch for stabilization at 0%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /| Theme Summary A Status

Revenue
Trajectory

-7.76% (Subscription

-11.21%) -7.89%)

Margin Trajectory OPM at 13.00% OPM at 14.00%

Earnings Quality 0.59 (Inflated by 0.39 (Inflated by

(CFOIPAT) Deferred Tax Assets)  Investment Gains)
Capital Allocation [99.00 Cr [54.00 Cr
(Capex) (Defensive) (Maintenance-only)
Working Capital

28 Days 37 Days
(Debtor Days)

. . Stoic/Managed
Management Tone  Defensive/Masking )
Decline

Balance Sheet
Hygiene

(147 Cr provision
reduction

[1,182 Cr massive
write-off

7.2 Persistent Patterns

Summary B Status

-4.40% (Subscription

Forensic Takeaway

While the rate of erosion is decelerating, the core
subscription business remains in a state of structural
contraction.

Operating margins are being artificially sustained
through aggressive 77% cuts in marketing and 36% cuts
in leaseline costs.

Profitability has shifted from accounting-led tax credits to
treasury-led gains, further decoupling net profit from
operating cash flow.

Management is tapering reinvestment into the core
business, signaling a transition from a growth mindset to
a "managed decline" phase.

Collection efficiency is deteriorating despite a smaller
revenue base, indicating a weakening grip on the
distribution channel.

The narrative has shifted from justifying performance to
explicitly admitting the entity serves as a "strategic
liquidity pocket" for the parent group.

The scale of the current year write-off suggests a final,
aggressive "kitchen-sinking" of legacy bad debts to reset
the books.

» Massive Capital Underutilization: The company consistently functions as a "cash-box," with over 70% of
total assets held in low-yielding cash and investments rather than core operations.

* Value-Destructive ROCE: Returns on capital remain consistently below the cost of capital (2%-3%),
reflecting a failure to deploy the (2,045 Cr preferential allotment proceeds held since 2019.

 Zero Capital Return Policy: Despite a fortress balance sheet and negligible debt, the company maintains a
persistent zero-dividend policy, prioritizing liquidity retention for the parent ecosystem over minority

shareholders.

« Structural Core Erosion: A recurring trend of high-single-digit to double-digit declines in subscription
revenue persists as consumers migrate to OTT and 5G FWA platforms.

» Governance Transparency Gaps: Management consistently withholds KMP compensation details from
the main annual report, requiring specific requests for disclosure.

* Reliance Ecosystem Dependency: The entity is structurally locked as a tactical utility for the Reliance/
Jio group, with its strategy and infrastructure (e.g., "Casting" JioCinema) dictated by parent-level objectives.

 Contingent Liability Overhang: A persistent and significant risk from tax and VAT litigations (exceeding
(700 Cr) continues to loom over the balance sheet, representing a major potential drain on liquidity. No

material persistent pattern identified.
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