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AGR Dues Latest News

e Recently, the Supreme Court permitted the government to review and recalculate Vodafone Idea’s adjusted
gross revenue (AGR) dues up to FY 2016-17, including interest and penalties. This marks a significant relief
for the cash-strapped telecom company, as it could reduce its financial liabilities.

e AGR refers to the basis on which telecom operators pay licence fees and spectrum usage charges to the

government.

Supreme Court Clarification on Vodafone Idea’s AGR Dues

e The recent Supreme Court’s clarification followed its earlier order, allowing Vodafone Idea (Vi) to seek a
review and reassessment of AGR dues up to FY17.
e The Department of Telecommunications (DoT) had earlier raised an additional demand of 5,600 crore for

that period, adding to Vi’'s total AGR dues of around 83,400 crore.
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Why the Clarification Matters

e The Court’s clarification ensures that Vi’'s relief extends to the full AGR reassessment up to FY17 — not just
the X5,600 crore additional demand.

e Had the relief been limited, the financial benefit would have been minimal.

e Vi's petition had sought cancellation of the extra demand and a comprehensive reconciliation of all dues.

e Following the Court’s oral observation, Vodafone Idea’s share price surged nearly 10%, reflecting renewed

investor optimism over the potential reduction in liabilities.

Government’s Stake and Industry Implications

e The government, now holding nearly 49% equity in Vodafone ldea after converting 36,950 crore in dues
into shares, remains the largest shareholder.
¢ It has a strategic interest in keeping Vi afloat, as the company is one of India’s three private telecom

operators, crucial for maintaining a competitive three-player market.

Outlook

e The clarification acts as a lifeline for Vi, giving it room to restructure debt, attract investors, and stabilise

operations, while aligning with the government’s goal of ensuring a balanced telecom ecosystem in India.

Vodafone Idea’s AGR Burden and Survival Challenge

¢ Vodafone Idea (Vi) owes the government 83,400 crore in adjusted gross revenue (AGR) dues, with annual
instalments of 18,000 crore starting March next year.
¢ Including penalties and interest, Vi’s total government liabilities could reach X2 trillion, creating an

unsustainable financial burden for the debt-laden telecom operator.

Financial Distress and Weak Cash Flows

e With shrinking revenues and subscriber losses, Vi faces severe cash flow constraints, making it nearly
impossible to meet AGR payments on schedule.
e The Supreme Court’s order allowing reassessment of dues offers crucial relief, as investors have avoided the

company due to its overwhelming liabilities.

Warning of Potential Collapse

e In its earlier petition, Vi cautioned that without bank funding, it cannot operate beyond FY 2025-26, as it
lacks the resources to pay the 18,000 crore AGR instalment due in March 2026.
e The company said that without fresh capital, planned network investments would stall, halting its capex cycle

and eroding the value of government equity acquired through the 36,950 crore dues-to-equity conversion.

No Scope for Further Infusion
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¢ Vi also told the Court that promoters and shareholders cannot inject additional funds, and banks are unwilling
to lend given its precarious finances.

¢ If forced to continue X18,000 crore annual payments for six years, the company warned it would face
“extreme financial stress” and possibly collapse, undermining both private and government stakes in the

firm.

Government’s Equity Lifeline Keeps Vodafone Idea Afloat

e The Indian government now owns nearly 49% of Vodafone Idea (Vi) after converting 36,950 crore of the
company’s dues into equity in March 2025.

e Before this conversion, the government’s stake stood at around 23%, making it now the single-largest
shareholder in the debt-ridden telecom firm.

e The equity was acquired at a premium exceeding 47%, due to existing legal and pricing regulations.

Second Major Lifeline from the Centre

e This is the second rescue measure extended to Vi.
e Earlier, under the 2021 telecom relief package, the government had in February 2023 converted %6,133

crore of interest dues into equity — marking the first phase of its intervention to stabilise the company.

Mounting Debt and Liabilities

e As of December 2024, Vodafone Idea’s total debt stood at approximately X2.3 lakh crore, including:
o X77,000 crore in AGR dues, and
o X1.4 lakh crore in spectrum liabilities.
e The company’s massive debt load has hindered its ability to invest and compete effectively with larger rivals

like Jio and Airtel.

Purpose of the Equity Conversion

e The equity conversion was crucial for Vi to manage its spectrum repayment obligations.
e Without it, the company would have faced an annual payment of around 40,000 crore once the moratorium

on spectrum dues expires in September 2025, threatening its operational continuity.

Conclusion

e The move underscores the government’s intent to preserve a three-player private telecom market and
protect its substantial financial exposure in the sector.
e While the equity conversion offers short-term relief, Vodafone Idea’s survival hinges on raising fresh capital

and restoring investor confidence in the coming years.
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