VLS Finance Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

VLS Finance operates as a passive investment shell with no operational moat, functioning essentially as a

) ) ONeutral
high-beta proxy for equity market cycles.
Total income collapsed by 75% to 101 Cr as market-linked gains evaporated, highlighting a lack of ONegative
diversified revenue streams. E
Earnings quality is poor with 71.5% of revenue derived from non-cash fair value changes, making the ONeati
egative
P&L highly sensitive to market volatility. g
Reported PAT plummeted 86% to 46 Cr, which significantly overstates performance as it excludes a ONegative
massive 822.41 Cr wealth erosion hidden in OCI. .
The balance sheet remains a "fortress" with a 0.00x Debt/Equity ratio and no sanctioned bank limits, OPositive
itiv
eliminating insolvency risk.
Cash from Operations (CFO) reached 200 Cr, significantly outperforming PAT due to the liquidation OPositive
of broker margins and high liquidity levels.
Management demonstrated shareholder alignment through a [29.07 Cr buyback at [(B80/share and OPositive
consistent dividend payouts despite earnings pressure.
A sudden 20 Cr impairment of "Other Financial Assets" suggests delayed recognition of asset ONegative
iv
quality stress and potential further write-downs. g
Governance concerns have intensified following the promoter's exit, a leadership vacuum, and the ONegative
regressive use of manual books at subsidiaries. g
The company faces a 25.97 Cr tax demand (46% of FY24 PAT) and significant succession risk with ONegative
the MD and CFO both in their 70s. E
The outlook remains stagnant with zero visibility on operational growth, leaving the stock dependent on a ONeutral
eutra

sustained mid-cap bull run to reverse OCI losses.

12 Stance: WATCH; monitor for stabilization of fair value changes and resolution of the [26 Cr tax dispute before ONeutral
committing capital.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Primarily operates as a Non-Banking Financial Company (NBFC) focused on
investment and financial services, including proprietary trading, equity investments, and strategic corporate
lending.

* Revenue Drivers: Income is heavily dependent on Net gain on fair value changes (71.5% of total income),
followed by Dividend Income and Interest Income.



« Cost Drivers: Major expenses include Employee Benefit Expenses, Other Expenses (administrative and
operational), and significant non-cash Impairment on financial instruments.

« Industry Position: Functions largely as a market-beta play; the company acts as a leveraged bet on the
Indian equity market rather than a traditional operational entity.

* Expansion Plans: Management is exploring "permitted avenues as a member of the Stock Exchange,"
suggesting a pivot toward active proprietary trading or arbitrage.

» Acquisitions & Capacity: No major operational acquisitions; the company maintains a "zombie" subsidiary
structure (VLS Asset Management) and a non-productive real estate land bank (VLS Sunnivesh).

» Segment Performance: Total income collapsed by ~75% ([103.62 Cr vs [410.09 Cr) due to market-linked
fair value declines.

» Geographical Presence: Primarily India-based operations with a focus on domestic capital markets.

2. MANAGEMENT COMMENTARY & OUTLOOK

e The company is undergoing a structural "post-promoter" transition following the demise of primary promoter
M.P. Mehrotra and the subsequent resignation of the next-generation heir, Shivesh Ram Mehrotra.

* Leadership is shifting toward professional management, led by Executive Director Keshav Tandan and Vice-
Chairman Gaurav Goel, to fill the vacuum left by the promoter family.

« Strategic focus is moving toward utilizing Stock Exchange membership for proprietary trading to diversify
beyond passive long-term investing.

* Management continues to prioritize capital return to shareholders, evidenced by the [29.85 Cr buyback and
consistent dividend payout despite lower reported earnings.

 The regulatory environment remains a challenge, specifically the persistent deadlock with the Calcutta Stock
Exchange (CSE) regarding delisting and fee disputes.

» Management highlights a "fortress" balance sheet with zero debt as a primary strength to navigate market
volatility.

 The long-term vision involves professionalizing the investment committee, though a clear 5-year succession
plan remains a key monitorable given the high average age (70s) of the MD and CFO.

* Management Tone: The tone is one of cautious resilience and transition. While management expresses
confidence in the asset base and liquidity, the narrative is defensive, focusing on capital preservation and
regulatory compliance rather than aggressive operational growth. The collapse of the family succession plan
has forced a "professionalization by necessity" tone, which remains untested in terms of long-term strategic
alpha.

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2025 Mar 2024
Sales - 101.00 409.00
Sales Growth % -75.00 386.00
Expenses - 45.00 26.00
Material Cost % - 0.00 0.00
Raw material cost 0.00 0.00
Change in inventory 0.00 0.00
Manufacturing Cost % 1.45 0.28
Employee Cost % 8.43 1.90
Other Cost % 34.69 4.18
Operating Profit 56.00 383.00
OPM % 55.00 94.00
Other Income - 7.00 9.00
Exceptional items -0.04 3.33
Other income normal 7.01 5.76
Interest 0.00 0.00
Depreciation 4.00 6.00
Profit before tax 58.00 386.00
Tax % 21.00 16.00
Net Profit - 46.00 324.00
Minority share 0.00 0.00
Exceptional items AT 0.00 2.00
Profit excl Excep 46.00 322.00
Profit for PE 46.00 322.00
Profit for EPS 46.00 324.00
Profit Growth % -86.00 475.00
EPSin Rs 13.58 93.21

Dividend Payout % 11.00 3.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 34.00 35.00
Reserves 2,438.00 2,948.00
Borrowings - 1.00 0.00
Long term Borrowings 0.00 0.00
Short term Borrowings 0.00 0.00
Other Borrowings 0.86 0.18
Other Liabilities - 238.00 570.00
Non controlling int 0.00 0.00
Trade Payables 1.00 0.00
Other liability items 237.00 569.00
Total Liabilities 2,711.00 3,552.00
Fixed Assets - 126.00 130.00
Land 48.19 48.19
Building 14.23 16.67
Equipments 2.57 2.56
Computers 1.34 1.26
Furniture n fittings 5.22 5.16
Vehicles 2.45 2.02
Intangible Assets 0.00 0.00
Other fixed assets 184.43 187.77
Gross Block 258.43 263.63
Accumulated Depreciation 131.98 133.25
CWIP 0.00 0.00
Investments 2,211.00 3,158.00
Other Assets - 373.00 264.00
Inventories 0.00 0.00
Trade receivables 1.00 17.00
Cash Equivalents 338.00 43.00
Loans n Advances -15.00 13.00
Other asset items 49.00 191.00

Total Assets 2,711.00 3,552.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 200.00 194.00
Profit from operations 69.00 366.00
Receivables 16.00 1.00
Inventory 0.00 0.00
Payables 0.00 0.00
Loans Advances 0.00 0.00
Operating borrowings 1.00 -1.00
Other WC items 140.00 -61.00
Working capital changes 158.00 -61.00
Direct taxes -26.00 -111.00
Cash from Investing Activity - 137.00 -197.00
Fixed assets purchased -1.00 -41.00
Capital WIP 0.00 0.00
Investments purchased 0.00 -179.00
Investments sold 121.00 0.00
Investment income 0.00 0.00
Interest received 1.00 7.00
Dividends received 16.00 16.00
Issue of shares on acq 0.00 0.00
Other investing items 0.00 0.00
Cash from Financing Activity - -44.00 -13.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 0.00 0.00
Repayment of borrowings 0.00 0.00
Interest paid fin 0.00 0.00
Dividends paid -8.50 -5.22
Other financing items -35.49 -7.29
Net Cash Flow 293.00 -15.00
Free Cash Flow 200.00 153.00

CFO/OP 404.00 80.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 3.00 15.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 3.00 15.00
Working Capital Days 56.00 182.00
ROCE % 2.00 14.00

3.2 Financial Analysis Summary

* Revenue witnessed a severe 75.00% decline to [1101.00 Cr, primarily driven by an 80.29% drop in "Net gain
on fair value changes" which fell from [873.70 Cr to [73.67 Cr; this non-cash component accounts for
71.50% of total Revenue, exposing the PAT to extreme market volatility.

» Operating Profit margins (OPM) compressed from 94.00% to 55.00% as the fixed cost base, including
Employee Cost of [8.52 Cr, was spread over a significantly smaller Revenue base.

* Net Profit plummeted 86.00% to [46.00 Cr, but this figure masks a massive erosion in Net Worth; the Total
Comprehensive Income is actually a loss of [466.66 Cr due to an [822.41 Cr fair value loss on FVTOCI
investments, which bypassed the P&L but reduced Reserves from [2,948.00 Cr to [2,438.00 Cr.

 Depreciation decreased by 21.90% to [4.46 Cr due to the WDV method and minimal Capex of only [1.00
Cr, resulting in a stagnant Gross Block of [258.43 Cr.

» Working Capital efficiency appeared to improve with Debtor Days falling from 15 to 3, as Trade
Receivables were liquidated from [17.32 Cr to [0.90 Cr, primarily through the recovery of "Receivable from
share brokers."

* A significant liquidity release occurred as "Margin Money Deposits with Share brokers" within Other Assets
dropped from [128.08 Cr to [14.33 Cr, contributing to the surge in Cash Equivalents from [43.00 Cr to
[338.00 Cr.

» CFO of [200.00 Cr significantly outperformed PAT of [46.00 Cr (CFOIPAT of 4.35) because the [158.00 Cr
positive Working Capital change—driven by the return of margin money—offset the non-cash fair value
gains.

« Investments remain the dominant asset at [2,211.00 Cr (81.5% of Total Assets), but asset quality is under
pressure as evidenced by a sudden [20.00 Cr Impairment on financial instruments against "Other
Financial Assets," effectively writing off a specific [20.10 Cr exposure.

» The company maintains a fortress Balance Sheet with a Debt/Equity ratio of 0.00, as it has no sanctioned
working capital limits and is entirely self-funded, further evidenced by a [29.07 Cr share buyback.

* ROCE collapsed from 14.00% to 2.00% and Asset Turnover fell to 0.04x, signaling that the massive
[2,711.00 Cr asset base is generating diminishing operational returns.

* Total Assets contracted by [(841.00 Cr YoY, driven by the [822.41 Cr fair value hit to the investment portfolio,
which also triggered a [B33.88 Cr reduction in Deferred Tax liabilities.

« Other Financial Assets contain a major red flag: a [20.00 Cr ECL allowance against a [20.10 Cr "Others"
balance, suggesting a "dumping bucket" for a failed financial exposure.

» Other Expenses remained sticky at [16.48 Cr, failing to scale down with the 75% revenue drop, indicating a
lack of operational flexibility.



» The dominant financial theme of the year is "Balance Sheet Erosion vs. Liquidity Preservation," where
massive market-linked valuation losses have decimated the net worth, while the liquidation of broker margins
has created a temporary, non-operational surge in cash.

3.3 Contingent Liabilities & Commitments

» Tax Disputes: A major notice of demand for [25.97 Cr for AY 2022-23 was issued on April 1, 2024. This
represents ~56% of the current year's PAT.

 Sunair Hotels Limited: A significant off-balance sheet risk exists regarding Sunair Hotels Limited. Financials
are excluded from consolidation due to ongoing disputes and "absence of significant influence," representing
a persistent valuation uncertainty.

« Calcutta Stock Exchange (CSE): Ongoing regulatory stalemate regarding delisting and alleged non-
payment of fees.

 Capital Commitments: Reported as Nil for the current year.

» Guarantees: Reported as Nil.



3.9 Earnings Quality & Forensic Checks



# Check

1 PAT vs CFO trend

Receivables &
2 channel-stuffing
signal

3 Revenue timing

Revenue from
related parties %

Inventory vs
revenue growth

Inventory valuation
method change

Exceptional items
in operating profit

Depreciation rate
vs useful life policy

Provision reversals
boosting PAT

Tax rate
10 consistency + cash
tax vs P&L tax

CWIP age and
stalling projects

11

Deferred tax asset
12  recognition
adequacy

RPT quantum and

13
trend

Dividend paid vs
FCF adequacy

14

Impact

Profit | — earnings overstate
cash; non-cash fair value
gains of [73.67 Cr inflate PAT.

Revenue 1 — liquidation of
broker receivables by [16.4 Cr
improves cash but signals
lower activity.

Revenue 11 — market
volatility risk; 71.5% of income
tied to mark-to-market
valuation timing.

Neutral — no direct revenue
impact; operations appear
segregated from group
associates.

Neutral — no impact; financial
services model carries zero
physical inventory.

Neutral — no impact; absence
of inventory renders valuation
policies irrelevant.

Profit 1 — negligible impact;
minor exceptional loss of
[0.04 Cr recorded.

Profit 1+ — WDV method
usage; aging assets lead to
21.9% lower depreciation
charge.

Profit | — big bath
accounting; (20 Cr impairment
charge suppresses current
year PAT.

Profit 1 — tax shield effect;
massive FVTOCI losses
reduce deferred tax liability
significantly.

Neutral — no impact;
company has no ongoing
capital work-in-progress.

Profit + — DTL reversal,
[B33.88 Cr liability reduction
offsets P&L tax pressure.

Neutral — clean separation;
no loans or advances to
related entities reported.

Profit | — high liquidity; (29
Cr buyback + dividends well-
covered by [200 Cr FCF.

Status

O

Evidence

PAT [46 Cr vs CFO [200
Cr; CFO/OP at 404%.

Receivables fell from 17
Cr to [1 Cr; Sales fell
75%.

Fair value gains [73.67
Cr vs Total Income 103
Cr.

Sales with Related
Parties: Nil.

Inventory: [0.00 Crin
both FY25 and FY24.

Inventory: [0.00 Cr.

Exceptional items: -[0.04
Cr (FY25) vs [B.33 Cr
(FY24).

Depreciation [4 Cr
(FY25) vs [B Cr (FY24).

Impairment on financial
instruments: [20.10 Cr
(FY25) vs [D.08 Cr
(FY24).

Tax rate 21% vs 16%;
DTL fell by [B33.88 Cr.

CWIP: [0.00 Crin FY25
and FY24.

DTL decreased from
[660.51 Cr to [226.63
Cr.

Loans/Advances to
Related Parties: Nil.

Dividends [8.5 Cr;
Buyback [29.07 Cr; FCF
[200 Cr.

Notes Detail

Note 2.2: 71.5% of revenue
is non-cash "Net gain on fair
value changes."

Note 6: Drop due to
liquidation of "Receivable
from share brokers."

Note 10: Significant FVTPL
holdings make P&L highly
sensitive to market
fluctuations.

Note 9: VLS Sunnivesh
reports zero transactions
with related parties.

NBFC format (Division IIl)
confirms no inventory-based
operations.

Accounting Policy Note 2:
No inventory valuation
policy required.

P&L Statement: Exceptional
items are non-operating and
immaterial this year.

Note 2.10: WDV method for
investment property (30-60
years) front-loads
expenses.

Note 7: 99.5% write-down of
"Other" financial assets via
new ECL allowance.

Note 2.1(iii): Deferred tax
reduction tracks the [822 Cr
loss in FVTOCI.

Balance Sheet: No capital
commitments or stalling
projects reported.

Balance Sheet: Direct result
of massive fair value
erosion in investments.

Note 9: Group structure
exists but routine
transactions are absent.

Note 5: Buyback of 7.85
lakh shares at [B80
demonstrates strong cash
position.



# Check Impact Status Evidence Notes Detail

Neutral — manual books at

e . Risk of data integrity/
Internal Control subsidiaries VLS Asset Auditor's Report Rule

Integrit Management and VLS 5 11(9) unrecorded transactions
gty .g 9 due to lack of audit trail.
Sunnivesh.
Neutral — 29.33% of total . Principal auditor relied on
. . . . Auditor's Report - Other .
16  Auditor Reliance consolidated assets audited O Matters other auditors for VLS
by other auditors. ' Securities and VLS Capital.
. Profit | — [20 Cr impairment Note 7: 99.5% write- Suggests delayed
Asset Quality . . -, .
on "Other Financial Assets" O down of "Others" sub- recognition of a failed
Transparency . . ) .
with no detailed breakdown. category. financial exposure.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified. * Key Audit Matters (KAMs): The auditor
highlighted the Sunair Hotels Limited dispute as a persistent valuation uncertainty (Note 2.1). * Other Matters:
The principal auditor relied on other auditors for the audit of VLS Securities (Assets: [795.21 Cr) and VLS
Capital (Associate), covering 29.33% of total consolidated assets. * Internal Control Weaknesses: VLS Asset
Management and VLS Sunnivesh maintained books of account "manually” and were not required to
maintain an audit trail, presenting a risk to data integrity.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | |:---|:---|:---]:---|:---|] | VLS
Asset Management Ltd | Subsidiary | Financial Assistance (Non-interest bearing) | Not Disclosed |
Perpetual support to non-viable entity | | VLS Capital Ltd | Associate | Investment Holding | 0.00 Cr | Neutral |
| VLS Sunnivesh | Subsidiary | Real Estate | Nil | Manual books risk |

» Concern: Perpetual, non-interest bearing financial assistance to VLS Asset Management indicates a "shell"
support mechanism for a subsidiary with zero income.

* RPT Risk: Routine transactions reported as Nil; however, the exclusion of Sunair Hotels from consolidation
masks true economic exposure.

C. Shareholding | Categories | No. of Shares | Percentage | |:---|:---:|:---:| | Promoters, Directors and Relatives
| 1,76,91,936 | 52.02% | | Indian Public | 1,32,12,466 | 38.85% | | IEPF | 12,42,836 | 3.65% | | FPI | 6,77,797 |
1.99% | | Others | 11,85,206 | 3.49% | * Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation * Total Directors: 9 (55.55% Independent; 1 Woman Director). *
KMP Compensation: * Keshav Tandan (ED): [0.6692 Cr (Highest paid). * S.K. Agarwal (MD): [0.5857 Cr
(17.14% YoY growth). * K.K. Soni (CFO): [0.5610 Cr (16.87% YoY growth). * Analysis: KMP pay grew ~17%
while Operating Profit collapsed by 85%, showing a lack of variable pay linkage. The MD and CFO are aged 74
and 71 respectively, posing a "double-aging" risk.

F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (JCr) | Signal | |:---|:---:]:---:|:---:| | Dividends
Paid | 8.50 | 5.22 | 0| | Buybacks | 29.86 | 7.29 | (| | Asset Sales (Investments) | 121.00 | 0.00 | | * CFO
Coverage of Capex: 200x (CFO [200 Cr/ Capex [1 Cr). * Nature of Capex: Maintenance only. The [41 Cr
prior-year real estate spike was not repeated. * Deployment Efficiency: Revenue fell 75% despite prior real
estate investments, confirming physical assets do not drive the P&L. * Key Takeaways: The company is
liquidating its investment book to fund buybacks and dividends, effectively returning capital amidst a market
downturn.

H. Risks * Tax Demand: [25.97 Cr demand (56% of PAT); high cash drain risk. * Wealth Erosion: [822.41 Cr
OCI Loss; 24.5% erosion of total equity in one year. * Sunair Dispute: Ongoing litigation; investment valuation



risk. * Revenue Volatility: 71.5% of revenue from fair value changes; high market beta. * Internal Control:
Manual books at subsidiaries; risk of data integrity issues.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale
) . Revenue fell 75%; 71.5% Pure market-beta play with no operational
Business Quality 2 i . .
non-cash income moat or pricing power.
) ) D/E 0.00x; CFO [200 Cr > Fortress balance sheet with zero debt and
Financial Health 5 - .
PAT [46 Cr high liquid cash.
. ) (822 Cr OCl loss; [20 Cr PAT is inflated by non-cash gains while
Earnings Quality 2 1 . . . L .
sudden impairment massive wealth erosion is hidden in OCI.
Management & 3 . Promoter exit; MD/CFO in Leadership vacuum and aging executors
Governance 70s; Manual books offset by clean pledging and buybacks.
Capital Allocation & Disciplined capital return but zero visibility on
. . 3 - [29 Cr buyback; ROCE 2% . .
Earnings Visibility operational earnings growth.

BUSINESS POSITIVES (for this company this year) * [I[Strong Liquidity] Cash and Cash Equivalents
surged to [B38 Cr following the liquidation of broker margins. * O[Shareholder Rewards] Executed a [29.07 Cr
buyback at (B80/share, signaling management's view of deep value. * (J[Zero Debt] Maintained a 0.00 Debt/
Equity ratio with no sanctioned bank limits, ensuring zero insolvency risk. * O[Positive CFO] Generated (200
Cr in Cash from Operations, significantly outperforming the reported PAT.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [J[Wealth Erosion] Suffered a massive
[822.41 Cr fair value loss in OCI, leading to a 24.5% decline in total equity. * C][Revenue Collapse] Total
income fell 75% to (101 Cr as market-linked gains evaporated. * [J[Tax Risk] Facing a [25.97 Cr tax demand,
representing nearly 46% of the year's reported PAT. * J[Succession Vacuum] Collapse of the family
succession plan following the resignation of the 23-year-old heir. * J[Asset Impairment] A sudden [20 Cr write-
down of "Other Financial Assets" suggests delayed recognition of bad exposures.

OVERALL SCORECARD SUMMARY VLS Finance is currently a "fortress under siege" by market volatility and
leadership transitions. While the balance sheet remains exceptionally strong with zero debt and high cash levels,
the economic reality is one of significant wealth erosion, with total comprehensive income showing a massive
loss. Governance is in a state of flux following the promoter's demise, and the reliance on manual books at
subsidiaries is a regressive signal. The business is on a stable but stagnant trajectory where the only "alpha” is
the return of capital via buybacks rather than operational growth.



Part B: Governance Check Matrix

# Check Status Evidence
1 Audit opinion clean? g Unqualified opinion (p.151)
2 Promoter pledge = 0? O 0.00% pledged (p.31)

Aggregate KMP pay ~[1.87 Cr is ~4% of PAT, but

3 KMP pay < 5% of PAT? g . )
grew 17% while profit fell 86%

RPT quantum < 5% of

4 Routine transactions reported as Nil (p.146)
revenue?
Board > 50% . .

5 . ad 5 out of 9 directors are independent
independent?
At least 1 woman -

6 O Mrs. Neeraj Vinay Bansal

director?

No statutory dues .
7 . | [25.97 Cr tax demand outstanding (under appeal)
outstanding?

8 No fraud reported? 0 No fraud reported by auditors
9 Audit trail enabled? O Manual books at subsidiaries; no audit trail for FY24
10 Frequent Auditor change [ No frequent changes noted

Final line: "Total: 7/10 O—
Governance Rating: 3"

Part C: Investor Verdict

THESIS: VLS Finance is a liquid investment shell in a leadership transition, offering a deep-value play on its
asset base but carrying high market-beta and regulatory risks. OVERALL STANCE: WATCH RATIONALE: The
massive discount to book value and high cash levels are offset by the [B22 Cr wealth erosion and the lack of a
clear operational growth engine. RE-EVALUATE WHEN: Net gain on fair value changes stabilizes for two
consecutive quarters OR the [26 Cr tax dispute is resolved. BULL CASE: A sustained mid-cap bull run leads to
a reversal of the [B22 Cr OCI loss, coupled with a successful pivot to active proprietary trading. BEAR CASE:
Continued market downturn further erodes the (2,438 Cr reserves, while the aging management fails to execute
a succession plan. KEY MONITORABLE: Cash Equivalents: [(B38 Cr — Watch if it drops below [150 Cr due to
tax payouts or failed investments.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric/ Theme  Summary A Status

Aggressive pivot into

Capital physical assets with a [41
Allocation Cr capex spike in land and
buildings.

. OPM at 94% fueled by a
Margin .

. 386% surge in market-
Trajectory . . .
linked fair value gains.

. Debtor days normalized to
Working - Lo
Canital 15; significant liquidity

P . (128 Cr) locked in broker
Anomalies . .
margin deposits.
Defensive and mourning;
Management focused on surviving the
Tone loss of four key board

members.

Minimal impairments; focus
on fair value appreciation of

Asset Quality

Recognition .
9 the core portfolio.

7.2 Persistent Patterns

Summary B Status

Reverted to maintenance capex ([1
Cr) while tripling buyback spend to
[29.86 Cr.

OPM compressed to 55% as fixed
employee and admin costs hit a
75% revenue collapse.

Debtor days fell to 3; cash surged
686% as broker margins were
liquidated and returned to the
balance sheet.

"Professionalization by necessity"
following the resignation of the next-
generation family heir.

Sudden [20.10 Cr impairment
(99.5% write-down) of "Other
Financial Assets."

Forensic Takeaway

Management has abandoned the real
estate diversification strategy to focus
on aggressive capital return amidst a
leadership vacuum.

The business model lacks a margin
floor, functioning purely as a high-
beta derivative of equity market
cycles.

The current cash "fortress" is a result
of liquidating trading collateral rather
than generating incremental
operational cash flow.

The governance narrative has shifted
from temporary grief to a permanent
collapse of the family succession
plan.

The sudden large-scale write-off
suggests a delayed recognition of
failed financial exposures that were
previously unprovisionsed.

« Irrevocable FVTOCI Election: The company consistently uses FVTOCI accounting to bypass the P&L,
masking massive economic wealth erosion ([822 Cr loss in current year vs [251 Cr in prior years) from the

headline Net Profit.

» Zero-Debt Capital Structure: Maintenance of a 0.0x Debt/Equity ratio remains a structural constant,
providing a massive solvency buffer against market volatility.

« Shell Subsidiary Maintenance: VLS Asset Management continues to be carried as a "going concern" with
zero income and zero employees across both periods, posing ongoing regulatory "shell” risks.

* Manual Accounting Risks: Subsidiaries consistently maintain manual books of account, bypassing

modern audit trail requirements and compromising data integrity.

* High Tax Friction: Persistent litigation and significant tax demands ([26 Cr range) continue to threaten a
substantial portion of annual PAT and cash reserves.

» Aging Leadership Profile: The core execution team (MD and CFO) remains consistently in their 70s, with
no evidence of a viable professional or family succession bridge.

* Low Earnings Quality: Reported PAT remains a poor proxy for business health, as it is perpetually
dominated by non-cash fair value adjustments rather than contractual operating income.

v5-Gemini | 121 pages | 147 chunks
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