Den Networks Ltd — FY 2023 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-rich utility in structural decline, with core subscription revenue

O
falling 11.21% due to intense OTT and 5G competition.
Top-line performance deteriorated with total revenue declining 7.76% to 1,130 Cr, signaling a loss of 0
market share in the core cable segment.
Operating margins are under pressure as evidenced by a 17.6% decline in Profit Before Tax (PBT), 0
reflecting the erosion of the core business's earning power.
Reported PAT rose 38% to (236 Cr, but this is a low-quality gain entirely driven by a [93.54 Cr non- 0
cash deferred tax credit rather than operational efficiency.
The balance sheet remains a "fortress" with negligible debt (D/E 0.01x) and an exceptional interest 0
coverage ratio of 144x.
Liquidity is massive at [2,760 Cr (73% of total assets), yet the company generated a modest [41 Cr in 0
Free Cash Flow despite revenue headwinds.
Capital allocation is highly inefficient with 2,045 Cr in preferential issue proceeds remaining 0
unutilized for years, resulting in an anemic ROCE of only 3%.
Earnings quality is poor as Cash Flow from Operations ( 139 Cr) significantly lags PAT ( 236 Cr), 0
further complicated by the valuation of 111.47 Cr in Deferred Tax Assets.
Governance is stable with a 9/10 rating, characterized by zero promoter pledging and a 50% independent 0
board, though KMP compensation transparency is lacking.
The business faces a significant structural threat from 5G implementation and ISP disruption, which 0
management explicitly identifies as a risk to future viability.
The outlook remains uninspiring as the entity functions more as a strategic liquidity pocket for the Reliance 0

ecosystem than a growth-oriented media player.

Stance: WATCH,; the stock is a value trap until a catalyst unlocks the cash pile; monitor if core subscription
revenue falls below the (500 Cr threshold.

FINAL RESEARCH SUMMARY: DEN NETWORKS LTD (FY 2023)

1. BUSINESS OVERVIEW

» Business Segments: Operates as a leading Multiple System Operator (MSO) and Internet Service Provider
(ISP), structurally divided into Cable Television and Broadband Services (via Den Broadband Ltd).



* Revenue Drivers: Primarily driven by subscription income (51.27% of revenue), placement income (34.45%),
and activation fees. The business is heavily dependent on "last-mile" relationships with Local Cable
Operators (LCOSs).

* Cost Drivers: Major costs include content acquisition (52.99% of revenue), employee benefits, and IT
infrastructure maintenance.

« Industry Position: Major MSO and a strategic part of the Reliance/Jio ecosystem; credit ratings withdrawn
as facilities are 100% FD-backed.

* Expansion Plans: Conservative approach; despite holding [2,045 Crores in unutilized preferential allotment
proceeds, funds remain parked in mutual funds and FDs.

» Consolidation: Executed a massive internal consolidation, merging 17 subsidiary companies into "Futuristic
Media and Entertainment Limited" to optimize administrative and tax efficiencies.

» Geographical Presence: Strong national footprint through LCO networks, currently digitizing interfaces via
the "LCO Lighthouse App."

2. MANAGEMENT COMMENTARY & OUTLOOK

« Management narrative has transitioned from "independent growth" to "ecosystem alignment" with the parent
company (Reliance/Jio).

» The LCO Lighthouse App is highlighted as a critical milestone to improve transparency and mitigate the risk
of losing market share.

» Management acknowledges a structural "churn of existing subscriber base" toward DTH and OTT platforms,
placing the traditional cable business in a defensive cycle.

» The ISP segment outlook is cautious; management explicitly identifies 5G implementation as a potential
structural threat to fixed-line broadband.

« Strategic focus has shifted toward "High-Performance Culture," "Risk Mitigation," and "Internal Controls"
rather than aggressive expansion.

» The Board was refreshed with new Independent Directors who also serve on other Reliance group boards,
reinforcing deep integration with parent governance standards.

» Opportunities are seen in leveraging the parent group’s technological stack, while risks include cybersecurity
threats and technological obsolescence.

* Management Tone: The tone is pragmatic, highly conservative, and process-oriented. There is a distinct lack
of growth rhetoric, with a focus on maintenance and internal efficiency. The continued non-utilization of the
[2,045 Crores cash pile suggests that capital allocation is dictated by strategic group-level maneuvers rather
than immediate minority shareholder returns.

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 2023 Mar 2022
Sales - 1,130.00 1,226.00
Sales Growth % -7.76 -6.26
Expenses - 979.00 1,024.00
Material Cost % - 0.00 0.00
Raw material cost 0.00 0.00
Manufacturing Cost % 61.00 57.00
Employee Cost % 7.00 7.00
Other Cost % 18.00 20.00
Operating Profit 152.00 202.00
OPM % 13.00 16.00
Other Income - 112.00 120.00
Exceptional items 51.00 108.00
Other income normal 61.00 12.00
Interest 1.00 0.00
Depreciation 119.00 148.00
Profit before tax 143.00 174.00
Tax % -65.00 2.00
Net Profit - 236.00 171.00
Minority share 6.00 5.00
Exceptional items AT 51.00 106.00
Profit excl Excep 185.00 65.00
Profit for PE 192.00 70.00
Profit for EPS 243.00 176.00
Profit Growth % 175.00 8.00
EPSinRs 5.09 3.69

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 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

Mar 2022

477.00
2,476.00
0.00
0.00
0.00
0.00
0.00
0.00
554.00
60.00
249.00
8.00
237.00
3,507.00
557.00
11.00
5.00
1,804.00
15.00
17.00
2.00
1.00
183.00
20.00
2,058.00
1,501.00
21.00
1,913.00
1,016.00
72.00
2.00
70.00
0.00
701.00
-13.00

257.00



Line Item Mar 2023 Mar 2022

Total Assets 3,759.00 3,507.00

Cash Flow Statement (CICrores)

Line Item Mar 2023 Mar 2022
Cash from Operating Activity - 139.00 129.00
Profit from operations 128.00 184.00
Receivables -7.00 14.00
Payables -17.00 -80.00
Loans Advances 0.00 0.00
Other WC items 1.00 1.00
Working capital changes -24.00 -65.00
Direct taxes 35.00 10.00
Cash from Investing Activity - -54.00 -258.00
Fixed assets purchased -99.00 -103.00
Fixed assets sold 1.00 1.00
Investments purchased -1,473.00 -3,366.00
Investments sold 2,019.00 3,716.00
Interest received 13.00 11.00
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 -515.00 -517.00
Cash from Financing Activity - -115.00 96.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 0.00 0.00
Repayment of borrowings 0.00 0.00
Proceeds from deposits 0.00 96.40
Interest paid fin -0.02 -0.28
Dividends paid -2.11 -0.22
Financial liabilities -2.52 0.00
Other financing items -110.37 0.00
Net Cash Flow -30.00 -33.00
Free Cash Flow 41.00 27.00

CFO/OP 69.00 59.00



Key Ratios ([JCrores)

Line Item Mar 2023 Mar 2022
Debtor Days 28.00 21.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 28.00 21.00
Working Capital Days -82.00 -78.00
ROCE % 3.00 2.00

3.2 Financial Analysis Summary

* Revenue declined by 7.76% to [1,130.00 Cr, primarily driven by an 11.21% drop in core Subscription
Income to [679.56 Cr, signaling subscriber churn or pricing pressure, which is reflected in the Trade
Receivables increase to [87.00 Cr and a higher Cash Conversion Cycle of 28 days.

* While Revenue fell, Net Profit grew 38% to [236.00 Cr, but this was entirely due to a non-cash Deferred
Tax credit of [93.54 Cr and [25.71 Cr of non-operational provision write-backs; consequently, Profit before
tax actually deteriorated by 17.6% to [143.00 Cr.

» EBITDA Margin contracted from 16.48% to 13.45% as Employee Cost % remained fixed at 7.00% ([83.31
Cr) despite falling sales, creating negative operating leverage only partially offset by a 9.29% reduction in
Other Expenses like distributor commissions.

» Other Income of [112.00 Cr contributed a massive 78% of Profit before tax, indicating the company
operates more as a "cash-box" than a broadcaster, with [61.77 Cr coming from gains on Investments and
[43.58 Cr from interest on bank deposits.

» Trade Receivables (Net) rose 20.49% to [86.73 Cr despite falling sales, following a massive cleanup where
Gross Trade Receivables were slashed by [132.44 Cr through write-offs of legacy debts, leaving 93.5% of
the book less than 6 months old.

» The Balance Sheet is exceptionally liquid with Cash Equivalents and Investments totaling [2,760.00 Cr,
representing 73.4% of Total Assets, while core business Fixed Assets (Net Block) are only [(662.00 Cr.

» CFO of [139.00 Cr significantly lags PAT of [236.00 Cr (CFOIPAT of 0.59), primarily because the PAT is
inflated by the non-cash Deferred Tax asset recognition of [(111.47 Cr, flagged as a Key Audit Matter.

» Capex remained steady with Fixed assets purchased at (99.00 Cr, primarily for STBs depreciated over 8
years, resulting in a positive Free Cash Flow of [41.00 Cr, though this is low relative to the massive
[B,208.00 Cr Net Worth.

« Total Debt is negligible at [28.00 Cr, consisting entirely of Lease Liabilities recognized under Ind AS 116,
leading to a very high Interest Coverage of 144x and a Debt/Equity ratio of 0.01.

* ROCE remains anemic at 3.00% because the company is holding [1,333.55 Cr in low-yielding cash and bank
balances, suggesting significant capital underutilization and a lack of high-return reinvestment opportunities.

* Working Capital management appears disciplined with Working Capital Days at -82.00, as Trade
Payables of [267.00 Cr effectively fund the [87.00 Cr of Trade Receivables, though CFO was dragged by a
[24.00 Cr negative movement in working capital.

» Other Assets include [67.97 Cr of "trapped” cash deposited with government authorities for pending
litigations, representing a persistent regulatory risk and a drag on liquidity.

» Other Expenses were cushioned by a reduction in "Rates and Taxes" from [18.57 Cr to [7.37 Cr, while
Other Income was slightly offset by an [10.56 Cr unrealized loss on financial assets.



» The dominant financial theme of the year is a structural decline in the core operating business
(Subscription Revenue and PBT) masked by non-cash tax accounting gains and a massive, low-
yielding investment portfolio.

3.3 Contingent Liabilities & Commitments

* Capital Commitments: [1.25 Cr (up from [0.45 Cr in FY22).
* Pending Litigations: Involved in various cases regarding Sales Tax, Entertainment Tax, and Customs.

» Trapped Cash: [67.97 Cr (Net) is deposited with government authorities against ongoing cases,
representing liquidity that is unavailable for operations.



3.9 Earnings Quality & Forensic Checks



# Check

10

11

12

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

Impact

Profit 1+ — non-cash tax credits of

[03.5 Cr inflate PAT relative to
actual cash generation.

Revenue | — declining sales
paired with rising debtor days
suggests weakening collection
efficiency.

Revenue 11 — deferred activation

fees provide steady recognition
but core subscription revenue is
shrinking.

Neutral — high promoter control
by Reliance/Jio ensures
ecosystem stability but limits
independent pricing.

Neutral — service-based model

carries zero inventory, eliminating

risk of physical stock
obsolescence.

Neutral — no inventory held;

accounting focus remains on PPE

depreciation and impairment.

Profit + — non-recurring gains
from investment sales and
provision reversals mask core
EBIT decline.

Profit | — high depreciation on
STBs reflects rapid technological
obsolescence in the cable sector.

Profit 1 — massive cleanup of
legacy bad debts through
provision reversals inflates
reported earnings.

Profit 1 — negative tax rate due to

DTA recognition creates a one-
time earnings windfall.

Neutral — low CWIP levels and
minimal impairment suggest
disciplined capital expenditure
execution.

Profit 1 — recognition of [111.47

Cr DTA relies on aggressive future

taxable profit estimates.

Neutral — inter-group asset
transfers are present but do not

Status

Evidence

PAT [236 Crvs
CFO [139 Cr.

Sales -7.76%,
Debtor Days 21 to
28.

Deferred Revenue
[B81.71Cr.

Promoter holding
66.43%.

Inventory [0.00.

Inventory [0.00.

Exceptional items
b1 Cr.

Depr. [119 Cr; 8-
year life.

Provision reduction
[147.18 Cr.

Tax rate -65%
(FY23).

CWIP [29 Cr;
Impairment [0.13
Cr.

Total Net DTA
[139.78 Cr.

PPE Sale to RP
[6.68 Cr.

Notes Detail

Gap driven by Deferred Tax
Credit; PBT actually declined
17.6% YoY while PAT rose
38%.

Net receivables rose 20.5%
(C86.7 Cr) despite falling
revenue; indicates slower
churn of current book.

Note 2.10: Activation fees are
recognized over customer life;
Note 17: Contract liabilities
provide future visibility.

Note 13b: Controlled by Jio
entities; RPTs primarily involve
asset transfers and
infrastructure sharing.

Media/Cable sector model;
primary physical assets are
STBs capitalized under PPE,
not inventory.

No change in policy; STBs
depreciated over 8 years as
per Note 2.07.

Note 20: Includes [25.71 Cr of
"liabilities written back" which
inflates operating revenue non-
operationally.

Note 2.07: Straight-line method
used; STB life is standard but
requires monitoring for 5G/
OTT disruption.

Note 10: Gross receivables
dropped [132 Cr; suggests
write-off of fully provided
legacy debts.

Cash tax paid was [B5 Cr
while P&L shows a tax credit;
massive divergence from
statutory rates.

Note 24: Impairment of CWIP
significantly lower than
previous year ((2.63 Cr),
indicating lower project risk.

KAM: Auditor highlighted DTA
as a Key Audit Matter; risk of
future write-down if profits miss
targets.

Note 30: Receivables from
related parties for PPE sales



# Check Impact Status Evidence Notes Detail

currently signal significant increased,; reflects Reliance
siphoning. ecosystem integration.
L ) Neutral — zero dividends despite ) Company is a "cash-box" with
Dividend paid vs . ) Div. Payout 0%; o
high cash levels suggests capital O [2,692 Cr in liquidity (71% of
FCF adequacy . o . FCF 41 Cr. .
hoarding for future Jio integration. assets) but pays no dividends.
. Profit 1 — Recognition of [111.47 ) o
Auditor KAM: ) DTA [111.47 Cr Risk of future P&L hit if
Cr DTA relies on management's . . . .
15 Deferred Tax ] ] O recognized in projected taxable profits are
"judgments and estimates of ]
Assets . FY23. not achieved.
forecasted taxable income."
Revenue | — Core subscription Subscription
Core Revenue income fell 11.21% while non- 0 Income -11.21%; Indicates structural decline in
Quality operational write-backs inflated Write-backs [25.71  the primary business model.
revenue. Cr.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * Key Audit Matters (KAM): Deferred Tax
Assets (DTA): The auditor identified the recognition of [(111.47 Cr in DTA as a KAM. The concern centers on
management's "judgments and estimates of forecasted taxable income" required to realize this asset.
Management provided profit forecasts which the auditor tested for reasonableness. * Internal Controls: Auditor
stated internal financial controls are adequate and operating effectively. * Going Concern: No material
uncertainty noted. * Auditor Fees: Total fees of [1.25 Cr; no immediate independence risk flagged.

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

| | | | | | | Reliance Industries Group | Promoter Group | Receivable on
Sale of PPE | 6.68 Cr | Inter-group asset transfers | | Reliance Industries Group | Promoter Group | Supplier
Advances | 0.15 Cr | Neutral |

 Analysis: Sale of PPE to related parties ((6.68 Cr) rose from [2.99 Cr YoY. While the quantum is low (0.60%
of revenue), the valuation fairness of these inter-group transfers requires monitoring.

C. Shareholding * Promoter Holding: 66.43% (Controlled by Reliance Industries via Jio entities). * Promoter
Pledge: 0.00%.

D. Board Composition + KMP Compensation * Total Directors: 8 (50% Independent). * Women Directors: 2
(25%). * KMP Compensation: CEO (S.N. Sharma), CFO (Satyendra Jindal), and CS (Hema Kumari)
remuneration was excluded from the main report and provided only upon request, limiting immediate
transparency. * YoY Growth: EBITDA declined 24.75%, while sitting fees for Non-Executive Directors totaled
[0.18 Cr. No family relations among Board/KMPs were disclosed.

F. Capital Allocation & Capex | Action | FY Current (CICr) | FY Prior (OCr) | % of CFO | Signal |

| | [ | | | | Capex | 99.00 Cr | 103.00 Cr | 71.22% | O] | Dividends |
0.00 Cr | 0.00 Cr | 0.00% | O] | Interest Payments | 1.00 Cr | 0.00 Cr | 0.72% | 0| | Investments (Financial) |
1,426.00 Cr | 1,913.00 Cr | 1025.90% | 0| | Lease Liabilities | 27.60 Cr | 0.00 Cr | 19.86% | (| | Minority
Interest Payouts | 6.00 Cr | 5.00 Cr | 4.32% | O]

CAPEX ANALYTICAL NOTES: * CFO Coverage of Capex: CFO ([139 Cr) comfortably covers Capex (89 Cr)
with a ratio of 1.40. * Capex Deployment Efficiency: Capex of [99.00 Cr failed to arrest a 7.76% revenue
decline, signaling high execution risk and potential technological obsolescence. * Key Takeaways: The
capex program is defensive, aimed at maintaining a shrinking subscriber base. The company operates as a
"cash-box" with 71.6% of assets in cashl/investments.



H. Risks | # | Risk | Category | Description | Potential Impact | Severity |

[--] | | [ | | | 1| Competition | Market | Churn to DTH, OTT, and other
MSOs | Revenue decline and ARPU erosion | (JHigh | | 2 | Technological Shifts | Operational | 5G
implementation and digital media | Obsolescence of existing cable infrastructure | OMedium | | 3 | Litigation
| Legal | Pending cases regarding Taxes/Customs | [67.97 Cr of "trapped" cash in deposits | OMedium | | 4 |
Cybersecurity | IT | Malware, ransomware, and phishing | Disruption of IT infrastructure | OMedium | | 5 |
Deferred Tax Realization | Financial | Dependency on future taxable profits | Potential [139.78 Cr write-down
if profits fail | OHigh |

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
. . Revenue -7.76%; Core cable business is in structural decline due
Business Quality 2 - . -
Subscription -11.21% to OTT/5G competition.
. . D/E 0.01x; Cash/Inv Fortress balance sheet with massive liquidity
Financial Health 5 - .
[2,760 Cr and negligible debt.
. ) CFO/PAT 0.59; Tax Credit PAT growth is entirely driven by non-cash
Earnings Quality 2 !

[03.5Cr deferred tax accounting.

Management & 50% Ind. Board; KMP pay  Generally compliant but lacks transparency in

Governance not disclosed KMP pay and capital deployment.
Capital Allocation & 1 . ROCE 3%; [2,045 Cr Value-destructive holding of idle cash with no
Earnings Visibility unutilized cash clear growth or dividend path.

BUSINESS POSITIVES (for this company this year) * [IDebt-Free Status: The company maintains a
negligible Debt/Equity of 0.01x and an Interest Coverage of 144x. * OMassive Liquidity: Cash and
Investments total (2,760 Cr, representing over 73% of total assets. * [1Positive Free Cash Flow: Generated
[41 Cr in FCF despite the revenue decline. * [IClean Receivables Book: Executed a massive cleanup, leaving
93.5% of receivables aged less than 6 months.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * OStructural Revenue Decline: Core
Subscription Income fell 11.21%, signaling heavy churn to OTT/DTH. * [OPoor Earnings Quality: PBT
declined 17.6%; PAT growth was solely due to a [93.54 Cr non-cash tax credit. * JAnemic Returns: ROCE
remains at 3%, far below the cost of capital due to idle cash. * OCapital Allocation Inertia: (2,045 Cr from a
prior preferential allotment remains unutilized for years. * OTechnological Risk: Management identifies 5G
implementation as a major threat to the ISP business.

OVERALL SCORECARD SUMMARY Den Networks is a financially "bulletproof"' but operationally "decaying”
entity. While the balance sheet is exceptionally strong with (2,760 Cr in liquidity, the core cable business is
witnessing a structural decline in revenue and operating profit. Earnings quality is poor, as reported PAT growth
is a result of accounting adjustments (DTA recognition) rather than business performance. The company is
currently on a stable but uninspiring trajectory, acting more as a cash-holding vehicle for the Reliance
ecosystem than a growth-oriented media player.



Part B: Governance Check Matrix

# Check

1 Audit opinion clean?

2 Promoter pledge = 0?

3 KMP pay < 5% of PAT?

2 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: 9/10 00— Governance
Rating: 4"

Part C: Investor Verdict

Status

O

O

Evidence
Unqualified opinion (p.8)
0.00% pledged

Remuneration not disclosed in report

RPTs are 0.60% of revenue

4 out of 8 directors are independent

2 women directors on board

No material defaults reported

No fraud reported by auditors
Confirmed by auditor report

M/s. Chaturvedi & Shah LLP since
2019

THESIS: A cash-rich, debt-free utility play in structural decline, currently serving as a strategic liquidity pocket for
the Reliance/Jio ecosystem. OVERALL STANCE: WATCH RATIONALE: The massive cash pile provides a floor
to the valuation, but the lack of growth catalysts and deteriorating core PBT make it an unattractive growth
investment. RE-EVALUATE WHEN: Cash utilization exceeds [500 Cr for either a major acquisition or a special
dividend/buyback. BULL CASE: A merger with other Jio media entities at a favorable swap ratio or a sudden
pivot to high-ARPU broadband growth. BEAR CASE: Continued 10%+ decline in subscription revenue and a full
write-down of the 139 Cr Deferred Tax Asset. KEY MONITORABLE: Core Subscription Revenue: [579.56 Cr

- Watch for decline below 500 Cr.

v5-Gemini | 124 pages | 125 chunks
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