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VIL plans on track despite set-back on AGR curative petition
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Despite India’s Supreme Court rejecting the curative petition for AGR dues, VIL is hopeful towards a resolution of the
arithmetical error in the AGR dues calculation; it has been engaging with the government on the subject. VIL said that
its case has strong merit, and dialogue with the government is and has been encouraging. Also, VIL is factoring in INR
290bn of government debt — to be converted into equity at the end of the moratorium period, as per the reform package.
VIL is nearing closure of debt funding of INR 250bn; another INR 100bn for non-fund facilities that should help boost
capex. VIL also signed deals with major equipment suppliers for INR 300bn, for radios to be supplied over the next
three years; it expects capex to kick start from Nov'24. VIL also envisages another tariff hike of 15-20% in 15 months.

VIL still hopeful on relief from resolution of error in AGR calculation
The Supreme Court of India has rejected the curative petition filed by telcos praying
for reconciliation of AGR dues. Telcos workings suggest that the AGR calculations
have arithmetical errors and the actual dues are significantly lower. The curative
petition has been rejected, as the case is not fit to be tried as a petition; hence,
merits of the case were not looked upon. VIL believes it still has the option to seek
relief from the government where they are actively engaged; and the government’s
support remains unwavering. They believe, the government continues to support
three private telco industry structure, and VIL had strong engagement with the
government on various issues including AGR dues.

VIL nearing completion of debt funding

The company has completed the major process of techno-economic evaluation,
and it has submitted the evaluation results to banks and financial institutions. VIL
expects to complete raising of INR 250bn of funded debt, and INR 100bn of non-
funded debt (will be used for letter of credit). LCs will help the company import or
procure radios and other telecom equipment. The company’s capex plan remains
firm at INR 500-550bn over the next three years, and it has signed radio suppliers
Nokia, Ericsson and Samsung for a total requirement of INR 300bn. Remainder
capex includes investment in core, and transmission (fiber). VIL's plan suggests
that it will likely see higher spend on 5G in the next three years compared to 4G.
The company will likely expand its 4G coverage from 1.03bn population coverage
to 1.2bn; and potentially scale-up its 4G site from 170k to 250k. VIL expects capex
to start from Nov'24, as it procures radio supplies from vendors.

Financial Summary

Y/E March (INR mn) FY24A FY25E FY26E FY27E
Net Revenue 4,226,517 4,66,468 5,46,037 6,24,607
EBITDA 1,71,260 2,05,216 2,67,007 3,33,542
EBITDA Margin (%) 40.2 44.0 48.9 53.4
Net Profit (3,19,939) (2,37,609) (1,92,490) (1,19,100)
EPS (INR) (6.4) (3.5) (2.8) (1.4)
EPS % Chg YoY 35 (43.8) (1.7) (1.6)
P/E () (1.7) (3.1) 4.7 (8.0)
EV/EBITDA (x) 15.3 136 2.9 8.1
RoCE (%) (4.9) (2.2) 2.3 7.0
RoE (%) 35.0 22.4 (15.8) 143
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VIL believes it has cashflow to sustain operations

VIL has not factored an AGR resolution into its business plan; therefore, rejection of the
curative petition does not derail its recovery efforts. However, the company has
factored in conversion of interest within EMI to equity by government at the end of the
moratorium period (as announced in reform package) of INR 290bn. Cashflow towards
government dues in FY26 is INR 290bn, of which INR 120bn is likely to converted into
equity; and in FY27, the total government payment shall be INR 430bn, of which INR
170bn is likely to converted into equity. VIL's capex of INR 500-550bn should be
funded through equity (FPO of INR 180bn completed) alongside INR 250bn of debt.
FCF will likely be channeled into paying government dues, and creditors liabilities.

VIL expects another tariff hike in 15 months

VIL expects another tariff hike of 15-20% in 15 months, which will help the company
grow revenue, EBITDA and FCF. The company also has strong gross subs add while
net adds have been negative due to elevated churn. It believes 4G rollout should help
the company improve customer retention, resulting in growing subs base.

Target price cut to INR 11 (from INR 15)

We have pushed our estimate on AGR relief of INR 350bn from FY25E to FY26E, and
capex acceleration to FY26E. This has led to a change in our net profit estimate for the
period of FY25-27E while EBITDA remains unchanged. Considering the risk of AGR
resolution rising, we cut our EV/EBITDA multiple to 13x FY27E (from 14x);
consequently, our target price stands reduced to INR 11 (from INR 15). Maintain HOLD.

Earnings Revision

FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
KPls
Subs (mn) 221 229 237 221 229 237 - - -
ARPU (INR) 159 181 202 159 181 202 - - -
Financial (INR mn)
Revenue 4,66,468 5,46,037 6,24,607 4,66,468 5,46,037 6,24,607 - - -
EBITDA 2,05,216 2,67,007 3,33,542 2,05,216 2,67,007 3,33,542 - - -
EBITDA margin (%) 44.0 48.9 53.4 44.0 48.9 53.4 - - -
PAT (2,37,609) 1,57,510 (1,19,100) 1,23,641 (1,85,440) (1,01,650) - - -
EPS (INR) (3.5) 2.3 (1.4) 1.8 (2.7) (1.2) - - -

Source: |-Sec research, Company data

VIL valuation snapshot

FY27E

EBITDA (INR mn) 2,10,088
EV/EBITDA multiple 13
Enterprise value (INR mn) 27,31,147
Net debt (INR mn) 17,59,140
Equity value (INR mn) 9,72,007
No of outstanding shares (mn) 87,879
Value per share 11

Source: I-Sec research, Company data

Shareholding pattern

% Dec‘23 Mar‘24 Jun‘24
Promoters 50.4 48.9 37.2
Institutional investors 5.3 4.2 19.8

MFs and others 2.9 2.1 6.2

Fls/Banks, Insurance 0 0 0

Insurance 0.1 0.1 0.7

Flls 2.3 2 129
Others 44.3 46.9 43.0
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Financial Summary

Profit & Loss
(INR mn, year ending March)

FY24A FY25E FY26E FY27E
Net Sales 4,26,517 4,66,468 5,46,037 6,24,607
Operating Expenses 2,565,257 2,61,253 2,79,030 2,91,064
EBITDA 1,71,260 2,05216 2,67,007 3,33,542
EBITDA Margin (%) 4,015.3 4,399.3 4,889.9 5,340.0
Depreciation & Amortization 2,26,335 2,27,648 2,42,385 2,54,749
EBIT (55,075)  (22,432) 24,622 78,794
Interest expenditure 2,57,655 2,16,366 2,18360 1,99,204

Other Non-operating
Income

Recurring PBT
Profit / (Loss) from

(3,11,653) (2,37,609) (1,92,490) (1,19,100)

Associates (55) B - -
Less: Taxes 8,286 - - -
PAT (3.12,384) (2,37,609) 1,57,510 (1,19,100)

Less: Minority Interest - - - -
Extraordinaries (Net) 1,132 1,189 1,248 1,310
Net Income (Reported) (3,12,384) (2,37,609) 1,557,510 (1,19,100)
Net Income (Adjusted) (3,19,939) (2,37,609) (1,92,490) (1,19,100)

Cashflow statement
(INR mn, year ending March)

Source Company data, I-Sec research

Balance sheet
(INR mn, year ending March)

FY24A FY25E FY26E FY27E
Total Current Assets 1,29,098 1,49,206 2,99,282 2,11,990
of which cash & cash eqv. 5,362 19,826  1,60,251 67,158
Total Current Licbilities & = 5 1) 413 530375 541,186 551,412
Provisions
Net Current Assets (4,12,315) (3,81,168) (2,41,904) (3,39,423)
Investments 5 3 3 3

Net Fixed Assets 15,83,139 15,13,678 15,41,164 15,65,900
ROU Assets - - - -

Capital Work-in-Progress 181891 181891 181891 181891
Total Intangible Assets - - - -
Other assets 137,737 131967 121692 1,07,952

Deferred Tax Assets 138 138 138 138
Total Assets 18,49,977 17,94,854 19,62,140 18,85,845
Liabilities

Borrowings 20,76,298 20,76,298 20,76,298 18,26,298

Deferred Tax Liability 4 4 4 4
Provisions 209 229 268 306
Other Liabilities 3,21,057 3,13,813 3,12,738 295,277
Equity Share Capital 501,198 6,78,789 6,78,789  8,78,789

Reserves & Surplus
Total Net Worth

Minority Interest - - - -
Total Liabilities 18,49,977 17,94,854 19,62,140 18,85,845

(15,42,866) (17,57,316) (15,99,806) (16,18,906)
(10,41,668) (10,78,527) (9,21,017) (7,40,117)

Source Company data, I-Sec research

Quarterly trend
(INR mn, year ending March)

Sep-23 Dec-23  Mar-24 Jun-24
Net Sales 1,07,163 1,06,731 1,06,068 1,05,083
% Growth (YOY) 0.6 (0.4) (0.6) (1.4)
EBITDA 42,828 43,504 43,358 42,047
Margin % 40.0 40.8 40.9 40.0
Other Income 345 249 325 2,563
Extraordinaries - 7,655 - -
Adjusted Net Profit (87,379) (69,859) (76,746) (64,321)

Source Company data, I-Sec research

FY24A FY25E FY26E FY27E
Operating Cashflow 2,01,836 2,05,216 6,17,007 3,33,542
Working Capital Changes 6,425 (18,140) 10,400 743
Capital Commitments (20,622) (1,00,000) (2,00,000) (2,00,000)
Free Cashflow 1,87,639 87,076  4,27,407 1,34,286
Other investing cashflow 1,554 1,191 1,248 1,310
Cashflow from Investing 1,554 1,191 1,248 1,310
Activities
Issue of Share Capital 1 200,750 - 3,00,000
Interest Cost - - - -
Inc (Dec) in Borrowings (73,988) - - (2,50,000)
Dividend paid - - - -
Others (87,138) (58,187) (69,870) (79,486)
Cash flow from Financing
Activities (1,89,803) (73,803) (2,88,230) (2,28,689)
Chg. in Cash & Bank (610) 14,464 1,40,426 (93,093)
balance
Closing cash & balance 1,678 19,826 1,60,251 67,158

Source Company data, I-Sec research
Key ratios
(Year ending March)

FY24A FY25E FY26E FY27E
Per Share Data (INR)
Reported EPS (6.2) (3.5) 23 (1.4)
Adjusted EPS (Diluted) (6.4) (3.5) (2.8) (1.4)
Cash EPS (1.9) (0.1) 0.7 15
Dividend per share (DPS) - - - -
Book Value per share (BV) (20.8) (15.9) (13.6) (8.4)
Dividend Payout (%) - - - -
Growth (%)
Net Sales 1.2 9.4 0.2 0.1
EBITDA 18 19.8 0.3 0.2
EPS (INR) 35 (43.8) (1.7) (1.6)
Valuation Ratios (x)
P/E (1.7) (3.1) 47 (8.0)
P/CEPS (5.8) (73.7) 14.7 7.0
P/BV (0.5) (0.7) (0.8) (1.3)
EV/EBITDA 15.3 13.6 9.9 8.1
EV /Sales 6.1 6.0 4.9 43
Dividend Yield (%) - - - -
Operating Ratios
Gross Profit Margins (%) - - - -
EBITDA Margins (%) 40.2 44.0 48.9 53.4
Effective Tax Rate (%) (2.7) - - -
Net Profit Margins (%) (73.2) (50.9) 28.8 (19.1)
NWC / Total Assets (%) (22.3) (21.2) (12.3) (18.0)
Net Debt / Equity (x) (2.0) (1.9) (2.1) (2.4)
Net Debt / EBITDA (x) 12.1 10.0 7.2 53
Profitability Ratios
RoCE (%) (4.9) (2.2) 2.3 7.0
RoOE (%) 35.0 22.4 (15.8) 14.3
RolC (%) (4.9) (2.2) 25 7.8
Fixed Asset Turnover (x) 0.1 0.1 0.2 0.2
Inventory Turnover Days 0.0 0.0 0.0 0.0
Receivables Days 18.8 178 16.8 15.8
Payables Days 117.5 105.5 90.5 80.5

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.
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