
RATING RATIONALE
26 August 2021

Vodafone Idea Ltd

Brickwork Ratings revises the rating for the NCD Issues aggregating ₹ 2500 Crores of
Vodafone Idea Ltd.
 
Particulars

Instrument**

Amount (₹ Crs)

Tenure

Rating*

Previous Present@ Previous
(March 2021) Present

Multiple NCDs 2500 2500 Long Term BWR BB-
(Negative)

BWR B
(Negative)

Total 2500 2500 INR Two Thousand and Five Hundred Crores Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** Details of Instruments are provided in Annexure-I

Rating Action / Outlook
Brickwork Ratings (BWR) has revised the rating for the NCD Issue of Vodafone Idea Ltd on
account of a continuous delay in the fund raising exercise impacting the company’s liquidity
position and considerable deterioration in the performance of the company in Q1 FY22. The
modification plea filed by the company with the Supreme Court (SC) to allow corrections for
computational errors has been rejected by the SC providing no relief to the company. While
VIL has filed a review petition in this regard, the outcome is uncertain. VIL has substantial
amounts of debt maturing in FY22 (including the NCDs rated by BWR) and raising adequate
funds in a timely manner is imperative for timely servicing this debt. Additionally, the
company’s spectrum payments and first tranche of AGR liabilities will also become due in
the coming few months, making the availability of necessary funds all the more critical.

The downgrade reflects a substantial decline in the company’s subscriber base (VIL lost
12.40 million subscribers during Q1 FY22) and ARPU (further reduced to Rs. 104 in Q1
FY22 from Rs. 107 in Q4 FY21). The 4G subscriber base of the company, which was
increasing QoQ till Q4 FY21, has also witnessed a decline in Q1 FY22 indicating the
increased amount of stress on the company. While the EBITDA has shown improvement over
the past few quarters on account of realisation of synergy benefits and cost cutting measures
adopted by the company, it continues to remain lesser than the financial costs. VIL has also
been urging the Government for setting up of floor tariffs for the sector to improve its
viability but no concrete development has taken place in this regard. The company has been
vocal about the need for a tariff hike but has not been able to take any major action in this
regard due to the high competitive intensity in the sector. VIL has increased the prices for
some of the plans, however, a meaningful impact will only come once the prices are
increased across all plans and categories.
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VIL, along with other telcos, has been engaging with the Government of India (GoI) for a
long time for a relief package to improve the viability of the sector however, no official
confirmation/announcement has been made by the government in this regard till now. VIL
has also informed that it is in active discussions with few investors and is hopeful of
completing the fund raising exercise before major payments become due. BWR will continue
to monitor the developments in this regard as well as the company’s performance on an
ongoing basis and will take appropriate rating actions as and when warranted.

Key Rating Drivers

Credit Risks-:
Delay in Fund Raising: VIL had got an approval from its board of directors to raise funds
amounting to Rs. 25000 Crs in Sep 2020. The company has been trying to raise these funds
for almost a year however, it has not been able to finalise the same. The company’s capex
spends have also come down during this period due to its weak liquidity position. VIL has
repayments amounting to Rs. 6757 Crs due between Dec 2021 and March 2022. In addition,
the first installment of the AGR dues is to be paid by 31 March 2022. With a substantial
amount of liabilities being due in the next few months, raising of fresh funds is extremely
critical for the company as its operational cash flows are expected to be insufficient to meet
these obligations.

Deterioration in the Overall Financial Risk Profile: The company continues to report net
losses and reported a loss of Rs. 7319.10 Crs in Q1 FY22. On account of the continued net
losses, the networth of the company has been wiped out and turned negative. Debt (including
spectrum payments) continues to remain high and current financial flexibility continues to
remain strained. The EBITDA, although has shown improvement in the last few quarters,
continues to remain lower than the company’s financial cost. The company’s ARPU has come
down significantly in the last two quarters from the levels of Rs. 120 in Q2 FY21 and Q3
FY21 to Rs. 107 in Q4 FY21 and Rs. 104 in Q1 FY22. The ARPU has been impacted on
account of the discontinuation of IUC from Jan 2021 onwards and the second wave of
covid-19 in the country. The fall in the ARPU has also affected the company’s revenue and
profitability at the EBITDA level.

Declining Subscriber Base: While customer churn had come down in the last few quarters, it
has again increased to 3.5% in Q1 FY22. VIL lost 12.40 million subscribers during Q1 FY22
bringing down the total subscriber base to 255.40 million as on 30 June 2021 from 267.80
million as on 31 March 2021. The company has lost more than 160 million subscribers since
the merger and the same has negated whatever benefits the company was expecting to
achieve.

Absence of Adequate Support from the Promoters: Both the promoters group i.e. Vodafone
Group and Aditya Birla Group have refused to infuse any additional money into the
company, as per the announcements made by them in various public forums. The company
will receive only the proceeds amounting to Rs. 8400 Crs from Vodafone Group Plc with
respect to the AGR dues under the contingent liabilities mechanism as per the
implementation agreement. The company has already received partial payment (Rs. 2000
Crs) in this regard in FY21 from Vodafone Group Plc and the rest will come as per the agreed
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timelines. Beyond the said amount, no additional funding support is expected to be available
to the company from the promoters at this point of time.

Credit Strengths-:
Pan-India Operations: VIL has a presence across 22 circles of the country with a subscriber
base of 255.40 million through its unified brand ‘Vi’. VIL has a total of 1768.40 MHz of
spectrum across different frequency bands out of which 1738.40 MHz spectrum is liberalised
and can be used towards deployment of any technology (2G, 3G, 4G or 5G). Further, 1340.40
MHz of spectrum license acquired through auction between 2014 to 2021 has validity until
2034 to 2041. This large spectrum portfolio across 22 circles will allow the company to
create enormous broadband capacity.

Analytical Approach And Applicable Rating Criteria
To arrive at the rating, BWR has considered the consolidated financials of the company
owing to equity holding, commonality of management and various business synergies. List of
the companies whose financials have been consolidated is given in the annexures.

For more details, please refer to the applicable criteria at the end.

Rating Sensitivities

Positive: The rating can be improved if the company is able to complete the fund raising
activities by Oct 2021 and GoI comes up with relief measures for the sector (such as
setting-up of floor tariffs etc.) leading to improved viability and profitability of the company.
Negative: Delay in fund raising beyond Oct 2021 and/or delay in servicing any of the
company’s outstanding liabilities will lead to a negative revision in the rating.

Liquidity Position: Stretched
VIL has debt obligations of more than Rs. 7000 Crs maturing in Q3-Q4 FY22. Additionally,
the company’s first tranche of AGR payments will become due in March 2022 and the
spectrum payments will also recommence from April 2022. The company’s cash generation
from operations is not sufficient to meet these obligations. VIL’s networth has already turned
negative and therefore, the successful fundraising is all the more crucial for the company to
improve its liquidity position and ensure timely servicing of its obligations.

Company Profile:
Vodafone Idea Ltd (VIL) is the combined entity post the merger of Idea Cellular Ltd and
Vodafone India Ltd. The merger of both the entities was approved by NCLT on Aug 30, 2018
and is effective from Aug 31, 2018. VIL is one of the leading mobile service providers in
India and operates in all 22 circles in the country. The company is promoted by Vodafone Plc
(44.39% stake) and Aditya Birla Group (27.66% stake). VIL reported an overall subscriber
base of 267.80 million as on March 31, 2021 with broadband subscribers being 123.60
million.
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Key Financial Indicators

Key Financial Indicators

Particulars Unit FY20 (A) FY21 (A)

Operating Income Rs. Crores 44957.50 41952.20

OPBITDA Rs. Crores 14915.80 16945.70

Net Loss Rs. Crores 73878.10 44233.10

Note: All financials are adjusted as per BWR standards.

Non-cooperation With Previous Rating Agency If Any: NA

Rating History for the past three years (including ratings suspended/withdrawn)

Sl.
No. Instrument Current Rating Rating History

NCD Type Amount
(Rs. Crs) Rating 2021 2020 2019 2018

1. Multiple
NCD Issues

Long
Term

2500 BWR B
(Negative)

BWR
BB-/Negative
(21 July 2021)

BWR BB-/Stable
(17 Nov 2020)

BWR BB-/Ratings
Watch with
Negative

Implications
(19 Feb 2020)

BWR BBB-/Ratings
Watch with Negative

Implications
(4 Dec 2019)

BWR A-/Ratings
Watch with Negative

Implications
(8 Nov 2019)

BWR A+/Negative
(16 July 2019)

BWR
AA-/Negative
(7 Dec 2018)

BWR AA/Credit
Watch

(11 Sep 2018)

2. NCD - - -

Withdrawn
(8 Nov 2019)

BWR A+/Negative
(16 July 2019)

CP Issue

1. CP Issue Short
Term - - -

Withdrawn
(8 Nov 2019)

BWR A1+
(16 July 2019)

BWR A1+
(7 Dec 2018)

BWR A1+
(30 Oct 2018)

Total 2500 INR Two Thousand and Five Hundred Crores Only
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Complexity Levels Of The Instruments: Simple
For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf

Hyperlink/Reference To Applicable Criteria
● General Criteria
● Approach to Financial Ratios
● Infrastructure Sector

Analytical Contacts

Aakriti Sharma
Manager - Ratings
Board: +91 11 2341 2232       Ext: 111
aakriti.s@brickworkratings.com

Vipula Sharma
Director– Ratings
Board: +91 80 4040 9940
vipula.s@brickworkratings.com

1-860-425-2742 media@brickworkratings.com

Vodafone Idea Ltd
Annexure I

Details of Instruments rated by BWR

Instrument Issue Date Amount
(Rs Crs) Coupon Maturity

Date
ISIN

Particulars Rating

NCD I 13-Dec-16 1500.00 7.57%,
Annual 13-Dec-21 INE669E08250 BWR B

(Negative)

NCD II 17-Jan-17 500.00 7.77%,
Annual 17-Jan-22 INE669E08276 BWR B

(Negative)

NCD III 31-Jan-17 500.00 8.03%,
Annual 31-Jan-22 INE669E08292 BWR B

(Negative)

Annexure II

List of Entities Consolidated in the Financials

Name of Entity % Holding of VIL

Vodafone Idea Manpower Services Ltd 100%

Vodafone Idea Business Services Ltd 100%

Vodafone M-Pesa Ltd 100%

Vodafone Idea Communication System Ltd 100%

Vodafone Foundation 100%
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Vodafone Idea Technology Solutions Ltd 100%

Vodafone Idea Telecom Infrastructure Ltd 100%

Connect (India) Mobile Technologies Pvt Ltd 100%

Vodafone Idea Shared Services Ltd 100%

You Broadband India Ltd 100%

You System Integration Pvt Ltd (merged with You Broadband India
Ltd effective from 15 March 2021)

100%

Firefly Networks Ltd 50%

Indus Towers Ltd (ceased to be joint venture from 19 Nov 2020) 11.15%

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through
your print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do
not change the wordings in the rationale to avoid conveying a meaning different from what was intended by
BWR. BWR alone has the sole right of sharing (both direct and indirect) its rationales for consideration or
otherwise through any print or electronic or digital media.

About Brickwork Ratings
Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency
and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible /
convertible / partially convertible debentures and other capital market instruments and bonds, Commercial
Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other structured /
credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. BWR has
rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also rated
NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic
partner. BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad,
Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+
locations.

DISCLAIMER : Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of
Bank Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market
instruments and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities,
partial guarantees and other structured / credit enhanced debt instruments, Security Receipts, Securitisation
Products, Municipal Bonds, etc. [hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational
Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by
BWR that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and
other reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating
Report & other rating communications are intended for the jurisdiction of India only. The reports should not be
the sole or primary basis for any investment decision within the meaning of any law or regulation (including the
laws and regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship
between the user and BWR.
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The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should
not in any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and
judgement obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the
users of these Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify,
suspend or withdraw the ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any
public notification, in any form or format although BWR may disseminate its opinion and analysis when
deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees
or agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no
BWR Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or
for the results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party
disclaims all express or implied warranties, including, but not limited to, any warranties of merchantability,
suitability or fitness for a particular purpose or use. In no event shall any BWR Party be liable to any one for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of any part of the Rating Rationales and/or Rating Reports even if advised of the
possibility of such damages. However, BWR or its associates may have other commercial transactions with the
company/entity. BWR and its affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence
and objectivity of the respective activity. As a result, certain business units of BWR may have information that
is not available to other BWR business units. BWR has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities,
securities etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are
also generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases,
advisories, communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board
of India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
amended from time to time.
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