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Icra Keeps Negative
Outlook, Says SC Blow

Tough for Operators

Our Bureau

New Delhi: Ratings firm Icra has
maintained a ‘negative’ outlook
fortheIndiantelecom industry, sa-
ying recovery measures by belea-
guered telcos will not be able to
sustain the blow dealt by the Su-
preme Court order on adjusted
grossrevenue (AGR).

The October 24 order — in which
the top court widened the defini-
tion of AGR to include non-core
items—hasadded tothe woesofal-
ready-distressed telcos, Icra said
inareport on Thursday. The order
left 15 telcos facing ¥1.471akh crore
in additional statutory dues, with
Bharti Airtel and Vodafone Idea
the worst hit, facing combined du-
esof overz89,000 crore.

According to Icra, the substanti-
alamount of paymentsas AGR du-
es will create additional pressure
on balance sheets of the telecom
operators.

“This comes at a time when the
industry’s health was on the reco-
very track, on the back of deleve-
raging initiatives, moderation in
capex intensity and restoration of
pricing power,” it said.

Although clarity is awaited on
the final outcome of review peti-

tions filed by operators in the Su-

preme Court, Icrabelievesthat in
case AGR dues have to be funded
through debt, it has the potential
to derail the deleveraging at-
temptsby the industry.

Due to intense competition and

pricing pressure in recent years,
the average revenue per user (AR-
PU) of the industry fell from 169
in the first quarter of fiscal 2017 to
%124 in the first quarter of FY20.
AGR in the same period fell from
344,570 crore to ¥28,650 crore, as
perlcra.

“The overall high operating leve-
rage of the industry meant that
thedecline inrevenues percolated
to pressure on profitability and
cashflows,” it said in thereport.
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ESTIMATED DEBT OF INDUSTRY
AS ON MARCH 31, 2019

AsperIcraestimates, the industry
debt on March 31, 2019 stood at 5
lakh crore, which is expected to co-
medowntoZ4.4lakh croreby March
31,2020 on account of stepslike mo-
netisation of assets, rights issues,
equity infusions or stake sales.

Icra also expects the tariff hike to
the tune of 35-40% by telcos tomani-
fest into improvement in ARPU le-
vels and cash flow generation. “Ho-
wever, despite the debt reduction,
the key coverage indicators are ex-
pected toremain weak with estima-
ted debt/Ebitda likely to be more
than 7x and interest coverage less
than 2x as on March 31, 2020. The im-
pact of tariff hikes will be visible in
FY21, whenthe Ebitda isexpected to
improve by 21% over FY20levels.



