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the Non-Convertible Debenture issues from ‘CARE AA {Double AY under eredit watch
with developing implications to “‘CARE AA (Double A)'; Negative

Credit Analysis & Research Limited ("CARFE™} has revised its raling outlock on the Nop-
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Ratings _

Faclliclas/instruments Amount (Rs. crore) i I’I_.al'cings“1 _ Remarks _

R i ; ! h
- CARE AA (Double A); gaffirmed CredHIWatc
Long-term Bank Facilities 30,377.39 : removed and assigned
Dutlook : Negative :
Megative Qutlook
2037739
o [Rupees Thirty Thousand Three
Total Bank F
Ak Facilities Hurdred Seventy Seven Crore
Thirty Four lakhs only}
fli i

AR E R 1 g 401 bte A); Reaffirmed, Cred1t‘Watch
— [Rupees Eight Thousand four e removed and assigned
| Debenture {NCD) issue - Outlook 1 Negatlve

: hundred and one crore only) ——— Negative Oufloo

C ial P \ i y :

ommercial Paper {CP) &L CARE At+{A One Plus) | Reaffirmed and Credit Watch
IssLE {Rupees Two Thousand Lrore
anily) remaved

Detoils af -insrruments;j‘ac:'ﬁtu‘es in Annesure-1

Detalled Rationale & Key Rating Drivers

The ratings on the bank facilitiesfinstruments of tdea Cellular Limited (Idea) were placed on "Cradit Watch with
Developlng tmplications’ on February 5, 2017 following the annguncement of merger of Idea and the wireless
telephony businesses of Yodafone india Limited {Vodafone).

The rating has been removed form ‘Credit Wateh with Developing Implications’ and has beea assigned Nagative
Outlock The watch has been resolved following completion of the merger of |dea and Vil and clarity from the
managemeant with regards to debt lavels of the combined entity and expected synergies with timelines from the merger.
The merged entity has been named as Vedafone Idea Limited {\ViL}.

The ratings derive strength from the strong sponsors (viz, Aditya Birla Group and Vadafone Group PLC) transiating in
substantial financial fiexibility, professional management team with considerable experience in tha telecom sector, pan-
India presence with high brand recognition of ‘Idea’ and Vodafone', robust spectrum profile laying foundation for
revenue yisibility and strong market revenue market share in the telecom segment.

The rating positively factors infusion of funds by |dea and Vedafone of Rs.6,750 crore and Rs.E, 600 crore respectively (43
equity shares/QIP) coupled with monetization of assets of standalone tower assets of both companies (idea and
vodafone) for an enterprise value of Rs.7,850 crore thereby enhancing the liquidity profile of the company and ability af
the company to further strengthen [ts netwerk and meet its capexs requirements,

The aferemeationed rating strengths are partially offset by decline in the operstional and financial risk prefite of ViL due
to persistent severg competitive intensity in the sector, increased debt level of VIL to fund spectrum acquisitions,
repulatory uncertainties surrounding the Indian telecom sector. However, the change in the competitive landscape had
also accelerated the consolidation in the Indian tetecom segment which has given an apportunity to the large players
like WL ta further increase its market share,

YIL's ability to increase its market shara, improve its key performance indicatars in the face of intensifying competition
and timely realizations of the expected merger synergies remains the key rating sensitivity. VIL's credit profile is also
sensitive to any adverse impact of competitive intensity, regutatory changes and technology changes in the sector.

Sutlook: Negative

The outlock is ‘Negative’ on account of the impact on the credit profila of VIl due to the intense competition in the
tetecorm industry.

The outlpok may be revised to ‘Stable’ if VIL is able to withstand the competition in a more reslilent manner and
demenstrate improvement in its key operational performance indicators, revenug profile and profitability while
maintaining its capital structure and faverable liquidity risk profile.

'Complere definition of the rallngs assigned are availuble ar www.careratings.com and other CARE prbicotiom



Detailed description of the key rating drivers

Key Rating Strengths

Strong sponsors ond experfenced management: Idea is a part of USD 30 billion Aditya Birla group, which is ong of the
largest and oldest torporate houses in India and well-known across the entirg globe. The group. led by Mr.kumar
Mangatam Blrla who is also the Chairman of ldea, enjoys a leading presence acress several sectors including metals,
cement, telecorn, financial services, textiles and other manufacturing industries in the country. Also, Mr. Kumar
Mangalam Birla heads as the Chairman of the merged entity.

vodafone Group is ang of the world’s largest telecommunications companies and provides a range of services inchuding
yoice, messaging, data and flxed communications. ¥odafone Group has mobile operations in 25 countries, partners with
mabile netweorks in 46 more, and fixed broadband operations in 18 markets. As of 30 June 2018, Vodafone Group had
£34.5 million mobile custorners and 19.9 million fixed broadband customers, including India and all of the customears in
Vodafone's joint ventures and associates.

By virtue of belng & part of the Aditya Birla Group and Vodafone Group, VIL has gualified, professional and experienced
management team with significant exgerience in the telecom sector, Vil Board of Directors comprises of 12 Directors
{including 6 Independent Directors} constituted, with Mr. Kumar Mangalam Birla as the Chairman. Mr. Balesh Sharma is
appointed as the CEQ. Moreover, ¥IL enjoys strong financial flexibility being a prominent company of the Aditya Birla
Group and Vodafone Group Plc,

Infusion of funds ond monetizotion of stondaione tower business: Shareholders of both the companies (ldea and
Vodafone] have infused funds of Rs.6,750 crore and Rs.8.600 crore respectively (25 equity sharesfQIP) coupled with
maonetization af assets of standalone tower assets of both companies {Idea and Yodafone) for an entarprise value of
Rs.7.850 crore thereby enhancing the liquidity profile of the company and ability of the company to further strengthen
its metwork and meet its capex requiraments. CARE will clasely monitor the support from bath the sporsors post-
MEerger,

Pan-Indio player with strong brand recognition: VIL had a subscriber base of over 443.57 million as on June 30, 2018
{5ource: TRAI press retease] and Revenue Market Share {an Adusted Gross Revenues basis) of 32.2% as on June 30,
2018 {Source: VIL press release], YL has Broadband netwark §36+44G] with over 340,000 broadband sites covering 240
mitlion Indians and volce network with over 200,000 unigue G5M sites ta cover over 1.2 billlon Indlans (92% population
coverage). Further, VIL had wide distrlbutlon reach with over 1.7 million retailers and ~15.000 branded stores to service
ciistomers, Both Yodafone and kdea brands, which have strong consumer affinity acress metrq, urban, rural and deep
interior markets, wili continue to operate saparately.

Strang spectrum proffle wnd synergles expected from the merger: VIL has 1350 MHz of total spectrum helding across
bands, The spectrum acguired through aurtions is liberalized and can be used towards deployment of any technology.
VIL's majority of the licenses expire by 2032 to 2035 thereby laying foundation for grawth of business. The spectrum
profile and infrastructure of VIL may lead to better customer experlence even as both the companies integrates and
optimizes their network in @ phased manner across circles. The merger is expected to generate Rs. 14,000 crore annual
synergy, Including opex synergy of Rs.8,400 crore. Estimated NPV of net synergies of Rs.70,000 crore over a period of
four years, The ameunt and timefiness of the realization of synergies is a key rating moniterable.

Key Rating Weaknesses

intense competition mpacting the Key performonce Imdicators! On account of the naw entrant in the Indian teteccm
segment offering services ar low cost, the competitian in the industry had intensified leading to decling in realizations.
|dea's manthly Average Revenue per User {ARPU) declined from Rs.105 in Q4FY1E to As.100 in Q1FY19. ¥Wil's manthly
ARPU declined from Rs 105 in Q4FYi8 to Rs 102 in QLFY19. The subscriber base of Idea had incregased from 211.21 in
CAFY18 to 2206 in QLFYLS, However, the subscriber base of Yodaforne showed a marginal growth form 222.52 in
C4FY1E to 222.97 in QLFY12. The lower incremental subscribers and lower ARPLIs have impacted the growth in income
and profitability of Idea and Yodafone, However, the operational efficiencies of VIL may improve In the long term
considering the expacted synergies form the merger,



fncreased debt level; but repayments spread over o lang gerlod: VIL has high quantum of debt levels emajarity of which
is in the farm of deferred payment loan from DOT {Department of Teiecom! availed for acquiring spectrum, However,
the repayments are scheduled over alonger peried of time leading to comfartable DSCR. Also, the liguidity position of
VIL is comfortable with high levels of unencumbered cash and & cash eguivaient of Rs, 159,341 crore and lower working
capitat utilizations which provides cushion to meet any contingencies. Furthermore, being part of Aditya Birla group and
Yodatone group, VL enjoys substantial financial flex|bility,

Industry outfook

The Indian telecom industry subscriber base growth has been flat. The increase in the subscriber addition af larger
operators is primarlly due to exit of the smaller players. However, the increase in subscribers have not brought
proportionate incremental revenue to the telecom players on account of intense tompetition w the sector which had
led to limited scope for increasing the tariffs. Development of new technologies and the rapid change in technology had
led to increased challenges for the players with regards to retum gn investments in the current technology and
additionat imvestments in the new technology. Also, the telecom secter in India is alse surrounded by regulatory
uncertaintlas 2nd VIL remains susceptible to adverse regulatory changes. The government reducerd termination charges
tor domestic calls from 14 paise to 6 paise and international calls from 53 paise to 30 paise has adversely impacted
prefitability of large incumbent players. The ability of VIL to mitigate these risks is a key rating factor.

Analyticai appraarh: CARE has combined the business and financial risk profile of idea Celluatr Limited (standalone] and
Yodafene [ndia Limited {Consolidated) te arrive at the ratings assigned tg VIL,

Applicable Criteria

Rating Methodology - Infrastruciure Sector
riferia on gssigning Outl o Credit Ratings

CARE™s Policy on Default Recognition

Criteria for Short Term Instruments

Fingncial ratios - Mon-Financial sector

About the Company

Idea Cellular Limited (being renamed zs Vodafone Idea Limited) is an Aditys Birla Groug and Vodafone Group
partnership. Idea, part of the USD 40 billion Aditya Birla Group have pan-India operations, offering voice, data and other
value addad services [WAS).

Vodafpne Group is one of the world's largest telecommunications camparies and provides a range of services including
voice, messaging, datz and fixed communications. Vodafone Group has mobile operations in 25 countries, partners with
mohbile netwarks in 46 mare, and fixed broadband operatigns in 19 markets.

Vodafone India Limitad is [ndia’s leading telecamn service provider with over 408 million customers and revenue market
share af 32.2% as on June 30, 2(18.

Brief Financials {Rs. crore)* i FY17 [Audited) FY18 {Audited}
Total operating income i ' _ 78663 | 63,246
Profit 'El'e_:%age Interest Lease ﬁeprecl‘atiun Tax {PBILDT) ___19,53? EER _12,U25
Profit After Tax [PAT) after Discontinuing Operations ) (2,311} T (8,729)
Gross Cash Accruals [GLA) 11,734 6453
| Owverall Gearing 1.52 1
| Interest Coverage 194 1_?3

*Based on combined audited financicls of iden ond Vodafone. The financiols are r;ecfnssﬁ‘ied a per CARE standards.

Status of non-cooperatlan with previous CRA: Not Applicable

Rating History for last three years: Flease refer Annexure-2

Note on complexity fevels of the rated instrument: CARE has classified instrurnents rated by it on the basis of
complexity. This clossificetion Is availoble ab www careratings.com. Investors/morket intermediories/reguiators or others
are welcome to write to core@roreratings. com for any clarifications.



Annexure-1: Details of Instruments/Facilities

@;\Ej?ﬁ Ratinps

days

Narme of the Date of Coupon Maturity Size of the Issue | Rating assigned along
Instrument Issuance Ratg Date [Rs. crore) with Rating Qutlook

Mon-fund-based -LT- - - - 15847.00 CARE A&: Negative
Bank Guarantees :
Term Loan-Long-term | - - June 30, 2026 |13008.34 CARE AA; Negative
Fund-tased - LT-Bank | s 2 = 1522.60 LARE AA; Negative
Dverdraft |

. [Babentures-Man October 31, 9.45%  |October 31, 20193586 .00 CARE AL, Negative
Convertible Debentures im2 e e s spmnae |
Debentures-Non Decernber 13, ;  7.57% December 13, EI.SDD.dij " lcare AA; Negative
Convertible Debentures 2016 2021 N
Debentures-Mon lanuary 4, 2017 77 tanuary 4, 2022 11000 .00 ICARE AA; Megalive
Convertible Debentures
Debeantures-Nan January 17, 2017 7I7THh lanuary 17, 2022 EO0Q.00 CARE AA; Negative
Convertible Debentures
Debentures-Man lanuary 27, 2017 8.04% lanuary 27, 2022 2 000,05 CARE AA; Negative
Convertible Debentures | .
Debentures-Non lanuary 31, 20171 8.03% lanuary 31, 2022 500.00 CARE AA; Negative
Convertible Debentures
Delrentures-Nan February 14, 8.03% February 14, [500.00 CARE AA; Negative
Convertible Debentures 2017 2022
Debentures-Hon February 8, 2017 8.12% February 8, 2024.|5.00 LARE AA: Negatlve
Convertible Debentures T T .
Debentures-Non September 3, 10.90% September 2, (1500.00 CARE AA; Negative
Convertible Debentures| 2018 " S N E
Fro posed Debentures- - - - S00.00 CARE AA; Negative

on Convertible

Dabentures
Commercial Paper - - T days to 364 |2,000.00 CARE A1+
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Annexure-2: Rating History of last three years

sr.]  Namacfthe Current Ratings_ Rating history
o 'nstrument/Bank (Type| Amount Rating Date{s) & Date(s) & Datels) & | Datel(s] &
Facilities Qutstanding Ratingis) Ratingls) Ratingis} Rating(s!
{As. crore) assigned in assigned in assigned in | assigned
2018-2019 2017-2018 2016-2017 in 2015-
2016
1. r\lnn-f‘und-hased -LT-| AT 15847.00 [CARE AA; [1JCARE AA L}CARE AA+ 1}CARE Ad+ 1JCARE
Bank Guarantees Negative [[Under Credit {Linder Credit {uUnder Credit b
weakch with wvatch with bweatch with {09-hl-15]
Developing Developing Developing '
Implications)  [mplications)  limplications) |

{03-Iul- 18} (14-Dec17)  |24-Mar-17}) |
PICARE A FICARE AA+ JCARE Af+
(Under Credit |[(Under Credit [Under Credit
weatch with watch with atch with
Creveloping Developing Developing
wmplications)  [Implications) mpllcations)
{08-lun-18) {10-Nav-17) 10-Mar-17}
JCARE AA+ :
[Wnder Cragit
atch with
Daveloping
mpllcations}
06-Feb-17)
JCARE Ad+;
epative !
j25-1an-17) :
SICARE Af+
15-1ul-16]
2. [Term Loan-Long ET 13008.34 KARE AA; NJCARE AA 1JCARE AA+  [LICARE Abs T)CARE
Ferm Negative fuUnder Credit fUnder Credit  fUnder Cradit  (AA+
hweatch with wateh with a2 tch with 09-Jul-15)
Developing Developing Developing
Implications}  |mplications) Implications)
103-101-18) [14-Dec-17) (24-Maar-17)
BICARE A 2ICARE AA+  PICARE AA+
fUnder Credit  |Under Credit {Linder Credit
wateh with atch with watch with
Developing eveloping Developing
Implications}  implications) Implications)
(08-Jun-18} 10-Nov-17]  K10-Mar-17)
FICARE An+
{Under Cregit
Wwatch with
Diewel oping

‘ Implications)

No-Feb-17) I
JCARE A+

MNegative
! 25-Jan-17)




&r. Name of the Current Ratings Rating history . i
4 Instrument/Bank |Type| Amount fating Datels] & Datels) & Date(s) & : Date{s) &
, Facitities Qutstanding Rating{s) Rating(s) Rating(s] . Rating(s] -
[Rs. crore) asslghed in assigned in assigned in  : assigned
2018-2019 | 2017-2018 | 2015-2017 ! in 2015- !
201§
SICARE AA+ :
| | ! fasuiiep | |
3. [Fund-based - LT-Bank| LT 152200 [CARE AA; |11ICARE Aa 1]CARE Ah+ 11CARE AA+ 1ICARE
Dwerdraft Mepative NUnderCredit |(Under Credit  jUnder Credit  |[AA+
Watch with Weateh with watch with (0% Jul-15)
Developing Devaloping Ceveloping
Implications]  implications)  Implications)
(03-1ul-18) [14-Dee-17) 24-mar-17}
ZICARE A8 ZICARE AB+ ICARE Af+
(Under Credit  [[WUnder Credit  jUnder Credit
At wikh watch with atch with
Dreveloping Developing eveloping
Implications)  |mplications)  gmplications)
{O8-Jun-18) {10-Mov-17) i0-Mar-171
JCARE Ab+
Under Credit
atch with I
Beveloping
Implications)
06-Feb-17)
! JCARE Ad+; |
Megative ;
25-fan-17)
JCARE AA+ !
15-1ul-16)

A [Debentures-Non LT £401.000 [CARE AA; |1)CARE Al 1JCARE An+ JCARE AA+ 1}CARE
Convertible Megatfve |[Under Credit {Under Credit fUnder Credit |AA+
Crebentures rratch with nratch with atch with (09-Jul-15)

Developing Developing eveloping
Implications)  (mpilications] \ mplications}
H03-1ul-18] {10-Hov-17) 24-Mar-17)
2ICARE &A JCARE Af+ |
fLnder Credit Under Credit
watch with atch with
Developing Developing
Implications} Implicatians]
8- juen-18) 05-Fefr-17)
}_ARE Afs .
Under Credit ;
atch with
eveloging
mpfications)
06-Feb-17)
JCARE Ads+;
egative
25-Jan-17}
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5r Name of the Cwrrent Ratings Rating history
No. instrument/Bank |(Type| Amount Rating Dateis) & Date{s) & Date{s} & | Date(s} &
Faitities Qutstanding Rating(s} Rating(s) Ratingis) Rating(s) !
[Rs. crore) assigned In assipned in assigned in | assigned
2018-2019 2017-2018 201&4-2017 n 2015- .
2016
SICARE Af+
b 26-Dec-18)
IEICARE Afs ;
(06-Dec-16) | :
JCARE Ad+ :
- 15-Jul-15)
5. [lCommercial Paper 5T 200000 [CARE A1+ 1]CARE Al+ 1ICARE AL+ JCARE AL+ L}CARE
[Under Credit |[Under Credit fUnder Credit A1+
mwatch with hvatch with ateh with 03%-Fab-
| Developing Develpping Developing 16}
|. Implications]  fmplications}  |Implications) !EjEARE
03-Jul-13) H10-Noy-17) 24-Mar-17) 1+
2ICARE A1+ JCARE Al 09-Jul-15]
iUnder Credit Under Credit  [3)CARE
watch with atch with 1+
Developing eveloping 14-May-
Implications} fmpllcations]  [15) |
(O8-tun-13) Qb-feb-17) |
ICARE A1+ ‘
25-Jan-17}
JCARE A1+
e 115-Jut-18)
"] 6. Debentures-Non LT 200000 CARE AA: [L)ICARE AA 2
. Convertible MNegative [Under Credit
Debentures tratch with
Develaping
Implications)
[23-Aug-18)




