VLS Finance Ltd — FY 2024 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 primarily as an investment shell with a massive 8,158 Cr investment book,
1 though it remains operationally stagnant with 96.12% of brokerage income derived from captive ONeutral
parent business.

Revenue surged 386% to [409 Cr in FY24, however, this growth is almost entirely driven by market-

. . . . . OPositive
linked fair value gains rather than core operational expansion.
Earnings quality is poor as evidenced by a CFO/PAT ratio of 0.60, with reported PAT of 324 Cr heavily ONeqati
egative
inflated by non-cash gains while OCI recorded a 37.87 Cr loss. g
The company maintains an exceptional liquidity profile with a Current Ratio of 10.01 and a debt-free OPositive
balance sheet (D/E 0.00x), providing a significant margin of safety.
Strong cash generation is evident with Free Cash Flow of (153 Cr, which comfortably funds OPositive
itiv
shareholder rewards including dividends and buybacks.
Capital allocation has pivoted toward real estate, marked by a 2050% spike in land-related capex, ONegative
which offers low operational visibility compared to financial services. e
Governance is at a critical juncture following the demise of four key board members in 12 months, ONegative
creating a leadership vacuum and strategic uncertainty. ¢
Value leakage is signaled through circular related-party transactions where interest reimbursed to the ONegati
egative
parent ( 5.60 Cr) exceeds the brokerage earned ( 2.98 Cr). :
Significant fiscal risks have emerged, including a new 25.97 Cr tax demand and a massive 318.17 Cr ONegative
Deferred Tax Liability that dwarfs annual subsidiary revenues. g
The induction of a CFA-qualified Executive Director suggests an attempt at professionalization, ONeutral
u

though this is balanced by the appointment of a 23-year-old family member to the board.

" The outlook remains tethered to market beta; while the asset base is robust, the lack of external ONeutral
business viability in the brokerage arm limits valuation rerating.

Investment View: WATCH; stance is dictated by a deep-value thesis (70% holding company discount)

ONeutral
countered by leadership instability and deteriorating earnings quality.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: VLS Finance operates primarily as a proprietary investment vehicle. Its core business
is the management of a massive investment book, with subsidiaries VLS Securities Ltd (Stock Broking) and
VLS Asset Management Ltd (Asset Management) functioning largely as captive units.

* Revenue Drivers: Income is heavily reliant on non-contractual sources, specifically Interest Income ((5.88
Cr) and Dividend Income ([B.90 Cr), which together account for 75.64% of subsidiary revenue. Total income
is significantly impacted by realized gains and fair value mark-ups on its investment portfolio.



* Cost Drivers: Major costs include Employee Benefits, Fees and Commission Expense (driven by
transaction and NSE charges), and Other Expenses such as rent and legal fees.

« Industry Position: The company remains tethered to the volatility of the Indian equity markets. While
management references macro opportunities like "Make in India," the firm lacks external customer traction in
its service arms.

« Expansion Plans & Capacity: FY24 saw a significant shift toward physical assets, with a 2050% increase in
Capex primarily directed at real estate (Land and Building).

» Acquisitions & Segment Performance: The company operates in a single segment (Stock Broking and
Investments). The brokerage arm is 96.12% dependent on the parent company for revenue.

» Geographical Presence: Operations are concentrated in India, with specific management perks highlighting
a focus on the South Delhi/NCR region.

2. MANAGEMENT COMMENTARY & OUTLOOK

* The leadership structure underwent a violent structural break in FY2024 following the deaths of four key
board members: Shri M.P. Mehrotra (Exec Vice-Chairman), Shri Vikas Mehrotra (MD-International), Ms. Divya
Mehrotra (Director), and Shri Ajit Kumar (Chairman).

 Succession planning is in early stages with the induction of Shivesh Ram Mehrotra (23 years old) as a Non-
Executive Director, signaling a family-led transition.

« Professionalization of the investment function is being attempted through the appointment of Keshav Tandan
(Executive Director), a CFA charter holder with 20 years of experience.

* Management strategy appears defensive, focusing on "navigating challenges" and maintaining "liquidity"
rather than aggressive operational growth or market share expansion.

» The company is focused on the "orderly liquidation" or professional management of its (2,000 Cr+ investment
book.

* Remuneration policies suggest a "retention at any cost" strategy for remaining veterans to maintain
institutional memory amidst the leadership vacuum.

» The brokerage subsidiary remains a captive cost-center, with no clear strategy to acquire external clients or
diversify revenue streams beyond the parent's trading needs.

« Management Tone: The tone is defensive and legacy-oriented. The report focuses heavily on memorializing
past leaders, which masks the lack of a forward-looking operational strategy. The company is currently in a
"Management-in-Transition" phase, prioritizing stability over growth (Defensive/Transitionary).

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 2024 Mar 2023
Sales - 409.00 84.00
Sales Growth % 386.00 -64.00
Expenses - 26.00 22.00
Material Cost % - 0.00 0.00
Raw material cost 0.00 0.00
Change in inventory 0.00 0.00
Manufacturing Cost % 0.28 1.07
Employee Cost % 1.90 8.35
Other Cost % 4.18 16.61
Operating Profit 383.00 62.00
OPM % 94.00 74.00
Other Income - 9.00 0.00
Exceptional items 3.33 -0.04
Other income normal 5.76 0.18
Interest 0.00 0.00
Depreciation 6.00 4.00
Profit before tax 386.00 58.00
Tax % 16.00 4.00
Net Profit - 324.00 56.00
Minority share 0.00 0.00
Exceptional items AT 2.00 0.00
Profit excl Excep 322.00 56.00
Profit for PE 322.00 56.00
Profit for EPS 324.00 56.00
Profit Growth % 475.00 -73.00
EPSin Rs 93.21 14.48

Dividend Payout % 3.00 9.00



Balance Sheet ((ICrores)

Line Item Mar 2024 Mar 2023
Equity Capital 35.00 35.00
Reserves 2,948.00 2,465.00
Borrowings - 0.00 1.00
Long term Borrowings 0.00 0.00
Short term Borrowings 0.00 0.00
Other Borrowings 0.18 0.69
Other Liabilities - 570.00 562.00
Non controlling int 0.00 0.00
Trade Payables 0.00 0.00
Other liability items 569.00 561.00
Total Liabilities 3,552.00 3,063.00
Fixed Assets - 130.00 92.00
Land 48.19 9.32
Building 16.67 13.98
Equipments 2.56 1.64
Computers 1.26 1.23
Furniture n fittings 5.16 5.15
Vehicles 2.02 1.53
Intangible Assets 0.00 0.00
Other fixed assets 187.77 187.84
Gross Block 263.63 220.69
Accumulated Depreciation 133.25 128.89
CWIP 0.00 0.00
Investments 3,158.00 2,751.00
Other Assets - 264.00 221.00
Inventories 0.00 0.00
Trade receivables 17.00 18.00
Cash Equivalents 43.00 60.00
Loans n Advances 13.00 14.00
Other asset items 191.00 129.00

Total Assets 3,552.00 3,063.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 194.00 7.00
Profit from operations 366.00 49.00
Receivables 1.00 -17.00
Inventory 0.00 0.00
Payables 0.00 -5.00
Loans Advances 0.00 0.00
Operating borrowings -1.00 0.00
Other WC items -61.00 -7.00
Working capital changes -61.00 -30.00
Direct taxes -111.00 -12.00
Cash from Investing Activity - -197.00 27.00
Fixed assets purchased -41.00 -2.00
Capital WIP 0.00 0.00
Investments purchased -179.00 -66.00
Investments sold 0.00 80.00
Investment income 0.00 0.00
Interest received 7.00 0.00
Dividends received 16.00 14.00
Issue of shares on acq 0.00 0.00
Other investing items 0.00 1.00
Cash from Financing Activity - -13.00 -68.00
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 -5.22 -5.80
Other financing items -7.29 -61.99
Net Cash Flow -15.00 -34.00
Free Cash Flow 153.00 5.00

CFO/OP 80.00 31.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 15.00 79.00
Inventory Days 0.00 0.00
Days Payable 0.00 0.00
Cash Conversion Cycle 15.00 79.00
Working Capital Days 182.00 625.00
ROCE % 14.00 2.00

3.2 Financial Analysis Summary

* Revenue surged by 386% to [409.00 Cr, primarily driven by the investment-holding nature of the company
where income is heavily reliant on non-contractual sources like Interest Income ([5.88 Cr) and Dividend
Income ([B.90 Cr), which together account for 75.64% of subsidiary revenue.

* This growth in Revenue translated into a massive 475% increase in PAT to [B24.00 Cr, although the core
brokerage operations remain highly captive with 96.12% of brokerage income ([2.98 Cr) derived from the
parent company.

» Operating Profit margins expanded to 94.00% from 74.00% as Revenue growth significantly outpaced the
18% increase in Expenses ([26.00 Cr), demonstrating high operating leverage.

» Employee Cost % dropped from 8.35% to 1.90% despite stable absolute costs, as the company maintains a
lean structure with some subsidiaries reporting zero employees.

» Other Income of [9.00 Cr and Exceptional items of [B.33 Cr further bolstered PBT, though the
sustainability of these items is low.

* The effective tax rate of 16% is influenced by a massive Deferred Tax liability of [(818.17 Cr, which stems
from the fair valuation of a [1,277.15 Cr investment portfolio measured at FVTOCI.

» Balance Sheet strength is characterized by a zero-debt capital structure, with Total Debt (Other Borrowings)
negligible at [0.18 Cr.

* Net Worth (Equity + Reserves) grew to [2,983.00 Cr, primarily funding a massive Investments book of
[B,158.00 Cr, which represents 88.9% of Total Assets.

» Working Capital efficiency improved as Debtor Days fell from 79 to 15 days, with Trade Receivables
decreasing to [17.00 Cr. This is linked to the captive nature of the brokerage business where the primary
client (parent company) likely settles on a T+0 basis.

» Other Assets ([264.00 Cr) include [5.65 Cr locked in "Other Financial Assets" as regulatory margin deposits,
which act as "dead capital” providing no yield.

* Fixed Assets (Gross Block) increased to [263.63 Cr following a [41.00 Cr CapeXx, primarily for Land which
rose from [9.32 Cr to [48.19 Cr.

 Cash from Operating Activity (CFO) of [1194.00 Cr showed a strong recovery from [7.00 Cr in FY23, yet the
CFO | PAT ratio of 0.60 indicates that a significant portion of reported PAT is non-cash, likely due to fair value
adjustments in the P&L.

» Working Capital changes were a drag of [61.00 Cr, primarily due to "Other WC items" and a high Direct Tax
outflow of (111.00 Cr.

* Free Cash Flow (FCF) reached [153.00 Cr, comfortably covering the Dividends paid of [5.22 Cr. The
company utilized its cash surplus for Investments purchased of [179.00 Cr.



* ROCE improved dramatically to 14.00% from 2.00%, and ROE rose to 10.86%, driven by the surge in PAT
margin and a slight improvement in Asset Turnover from 0.03 to 0.12.

» The company exhibits significant cross-statement risk through its Deferred Tax liability ((818.17 Cr), which is
24.7x its annual subsidiary revenue; any market correction would lead to a large reversal of this liability
through OCI, impacting Net Worth.

» The dominant financial theme of the year is the harvesting of investment gains in a bullish market to
fund a pivot into real estate assets and maintain high liquidity, while the core operational business
remains a stagnant captive shell.

3.3 Contingent Liabilities & Commitments

» Tax Disputes: A major new [25.97 Crore tax demand for AY 2022-23 was received in April 2024. The
company has filed an appeal.

¢ CSR Commitments: The company has an "Unspent CSR Account” balance of [0.21 Cr earmarked for
ongoing projects.

« Litigation & Guarantees: There are zero reported claims against the company acknowledged as debt, zero
guarantees, and zero capital commitments as of March 31, 2024.

* Regulatory: The Calcutta Stock Exchange (CSE) delisting remains pending since 2018-19, creating a
lingering regulatory "grey zone."



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

13

14

15

PAT vs CFO trend

Receivables &
channel-stuffing
signal

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
consistency + cash
tax vs P&L tax

CWIP age and
stalling projects

Deferred tax asset
recognition
adequacy

RPT quantum and
trend

Dividend paid vs
FCF adequacy

Auditor KAM
Reporting

Subsidiary Going
Concern

Impact

Profit | —
earnings
overstate cash

Revenue 1 — low
stuffing risk

Revenue 1| —
non-contractual
reliance

Revenue | —
high captive risk

Neutral — no
inventory impact

Neutral — no
valuation risk

Profit + — non-
recurring boost

Profit 1 —
negligible
expense

Profit + — non-
cash impact

Profit | — cash
outflow

Neutral — no
stalling risk

Profit 11 —
valuation risk

Profit | — circular
cash flows

Profit 1 —
sustainable
payout

Neutral — lack of
disclosure

Profit | —
potential write-off
risk

Status

O

O

O

O

Evidence

PAT [B24 Cr, CFO [194
Cr (FY24).

Receivables [17 Cr
(FY24) vs [18 Cr (FY23);
Sales [409 Cr.

Interest [5.88 Cr,
Dividends [B.90 Cr
(FY24).

Brokerage from Parent:
[2.98 Cr of [B.10 Cr
total.

Inventory [0 Cr (FY24
and FY23).

Inventory [0 Cr.

Exceptional items: [B.33
Cr (FY24) vs -[D.04 Cr
(FY23).

Depr. [6 Cr; Gross Block
[263.63 Cr (FY24).

DTL [318.17 Cr (FY24)
vs [830.92 Cr (FY23).

Tax % 16% (P&L); Direct
Taxes Paid [111 Cr
(CFO).

CWIP [D Cr (FY24 and
FY23).

DTL [B18.17 Cr;
Investments [B,158 Cr.

Interest Reimbursed
[6.60 Cr; Brokerage
Earned [2.98 Cr.

Dividends Paid [5.22 Cr;
FCF (153 Cr.

KAM reporting "not
applicable" for
subsidiaries.

VLS Asset Management:
Zero income/employees.

Notes Detail

CFO/ORP ratio is 80%, but PAT includes
significant fair value/other income not
fully converted.

Debtor days improved from 79 to 15;
primary client is parent company (Note
5).

Note 2.2: Heavy reliance on non-
contractual income rather than active
service-based brokerage.

Note 29: Subsidiary exists primarily to
facilitate parent's trading activities,
indicating lack of external customers.

Note 42(g): Single segment operation in
Stock Broking and Investments with no
physical goods.

Accounting policy Note 2: No inventory-
related valuation changes reported.

P&L Statement: Exceptional items
contribute to the 475% profit growth
year-on-year.

Note 2.8: WDV method used; PPE
base is negligible (Net Block [1.17
Lakhs in subsidiary).

Note 14: DTL movements are non-cash
and tied to FVTOCI investment fair
valuation.

Note 14/41: Massive DTL movements
suggest Ind AS fair value accounting
diverges from taxable income.

Balance Sheet: No capital work-in-
progress indicates no major
uncommissioned infrastructure projects.

Note 14: DTL stems from [1,277 Cr
investment book; market corrections
trigger large OCI reversals.

Note 29: Massive circularity; company
pays more in interest/margin to parent
than it earns.

Cash Flow Statement: Dividend payout
ratio is low at 3%, ensuring high
liquidity retention.

Auditor noted manual books of account
at VLS Asset Management, risking data
integrity.

Treated as going concern solely on
"efforts to identify activity"; effectively a
shell entity.



# Check Impact Status Evidence Notes Detail

Massive portfolio losses bypass P&L
via FVTOCI election, making PAT
misleading.

OCI Volatility vs Profit 11 — wealth 0 OCl Loss [B7.87 Cr
PAT erosion bypass (FY24).

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters - Audit opinion type: Unqualified for both VLS Securities and VLS Asset
Management. - Key Audit Matters (KAMs): The auditor reported that KAM reporting is not applicable for the
subsidiary VLS Asset Management as it is an unlisted company. No specific KAMs were highlighted for the
consolidated entity. - Internal Controls: The auditor noted that VLS Asset Management maintains "manual
books of account,” which presents a risk to data integrity and internal control robustness. - Going Concern:
VLS Asset Management Ltd is treated as a "going concern" despite having zero income and zero
employees, based solely on the Board's "continuous efforts to identify suitable activity.” - Auditor Change/
Fees: No change; M/s. Agiwal & Associates continued as Statutory Auditors. Auditor's report on Internal
Financial Controls (IFC) was unmodified. - Fraud: Auditors confirmed no fraud was reported under Section
143(12).

B. Related Party Transactions

Relationship Nature Amount (ICr) Concern
VLS Finance Ltd (Parent) Holding Company Interest Reimbursed 5.60 Cr Value Leakage (Exceeds Income)
VLS Finance Ltd (Parent) Holding Company Brokerage Income 2.98 Cr Extreme Concentration (96.12%)
VLS Finance Ltd (Parent) Holding Company  Rent Paid 0.24 Cr Fair Market Value
VLS Finance Ltd (Parent) Holding Company Payable Balance 0.98 Cr Quasi-debt support

» Concern: Significant circularity in cash flows. The subsidiary earns 2.98 Cr in brokerage from the parent but
pays back 5.60 Cr as "interest on margin money," resulting in a net cash outflow to the parent.

* RPT Risk Checks: % of Revenue: 2.15%; % of CFO: 4.54%. Trend is increasing (Interest reimbursed rose
from 3.91 Cr to 5.60 Cr).

» Dependency Risk: 96.12% of brokerage income is derived from the Holding Company.

C. Shareholding

Categories No. of Shares Amount (OCr) Percentage
Promoters, Directors and Relatives 1,76,91,936 17.69 50.84%
Financial Institution and Banks 10,800 0.01 0.03%
Indian Public 1,55,46,392 15.55 44.68%
Others (FPI/NRI/Corp) 15,46,864 1.55 4.45%
Total 3,47,95,992 34.80 100.00%

* Pledged Shares: 0.00% of promoter holding is pledged.

D. Board Composition + KMP Compensation - Board Composition: 11 Directors; 45.45% Independent (5/11); 1
Woman Director. - KMP Compensation: - M.P. Mehrotra (Late): [0.94 Cr (-12.15% YoY) - S.K. Agarwal (MD):
[D0.50 Cr (+13.64% YoY) - K.K. Soni (CFO): [D0.48 Cr (+14.29% YoY) - Analysis: Compensation is concentrated
within the Mehrotra family. While aggregate pay decreased due to deaths, basic salary revisions were sought
for surviving KMPs. Pay remains low relative to accounting profit (EBITDA) as the profit surge is non-operational.



F. Capital Allocation & Capex

Action FY Current (CICr) FY Prior (CCr) % of CFO

Dividends 5.22 5.80 2.69% O
Buybacks 7.29 61.99 3.76% 0
Capex 41.00 2.00 21.13% g
Investments (Financial) 179.00 66.00 92.27% g

CAPEX ANALYTICAL NOTES: - CFO Coverage of Capex: CFO/Capex ratio is 4.73x, indicating strong self-
funding capacity. - Nature of Capex: Significant investment in Land (48.19 Cr) and Building (16.67 Cr)
suggests a shift toward real estate assets. - Deployment Efficiency: Revenue growth was driven by market-
linked fair value gains, not the 41 Cr capex in physical assets. - Key Takeaways: The 2050% increase in
Capex is primarily directed at real estate, diversifying the asset base but not improving core operational

scalability.

H. Risks - Market Volatility (High): 89% of assets are in market-linked investments (3,158 Cr). A 10% correction
erodes 315 Cr of equity. - Succession Risk (High): Demise of 4 key board members in one year leads to loss
of strategic direction and potential probate disputes. - Concentration Risk (Medium): 96.12% of brokerage
revenue from parent; subsidiary is non-viable if parent volumes decline. - Regulatory/Tax (Medium): Deferred
Tax Liability of 318.17 Cr and a new [26 Cr tax demand. - Going Concern (Low): VLS Asset Management has

zero income/employees, posing regulatory "shell" risks.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension

Key Evidence

One-line Rationale

96% captive revenue; 75%

Business Quality 2 - )
non-contractual income.
D/E 0.00x; CFO [194 Cr > PAT
Financial Health 5 - [B24 Cr (adj); Current Ratio
10.01.
. . CFO/PAT 0.60; OCI Loss
Earnings Quality 2 !

[B7.87 Cr; Circular RPTs.

4 deaths in 12 months; [26 Cr
tax demand; manual books.

Management &
Governance

Capital Allocation &
Earnings Visibility

ROCE 14%; 2050% Capex
spike in Land; FCF [153 Cr.

Limited diversification and high dependence on
parent trading volumes.

Exceptional liquidity and zero-debt balance
sheet.

Reported profits are heavily influenced by non-
cash fair value gains and internal transfers.

Significant leadership instability and emerging
regulatory/tax hurdles.

Strong returns currently, but driven by market
beta; capex in real estate offers low
operational visibility.

BUSINESS POSITIVES (for this company this year) * [IStrong Liquidity: Current Ratio of 10.01 and Cash
Equivalents of [43.00 Cr provide a massive safety buffer. * JZero Debt: The company maintains a Debt/
Equity of 0.00, with total borrowings negligible at [0.18 Cr. * OFCF Generation: Generated Free Cash Flow of
[153.00 Cr, comfortably covering dividends and buybacks. * [JAsset Base: A massive investment book of
[B,158.00 Cr provides a high margin of safety relative to market cap. * OWorking Capital Improvement:
Debtor Days improved from 79 to 15, reflecting efficient (albeit captive) settlement.



BUSINESS NEGATIVES | CONCERNS (for this company this year) * [JLeadership Vacuum: The demise of
4 key board members in a single year creates unprecedented strategic risk. * JCaptive Revenue: 96.12% of
brokerage income is derived from the parent, indicating no external business viability. * OTax Liability: A new
[25.97 Cr tax demand and a [B18.17 Cr Deferred Tax Liability pose significant cash flow risks. * [JEarnings
Volatility: Other Comprehensive Income (OCI) showed a loss of [(B7.87 Cr, highlighting the risk of the
FVTOCI accounting election. * (Circular Cash Flows: Interest reimbursed to parent ([5.60 Cr) exceeds
brokerage earned ([2.98 Cr), signaling value leakage. * JShell Subsidiary: VLS Asset Management reports
zero income and zero employees, yet remains a "going concern."

OVERALL SCORECARD SUMMARY VLS Finance remains a financially robust but operationally stagnant
investment shell, characterized by an exceptionally strong, zero-debt balance sheet and high liquidity. However,
earnings quality is poor due to heavy reliance on non-cash fair value gains, circular related-party transactions,
and massive wealth erosion hidden in OCI. Governance is currently at a critical juncture following the loss of
nearly all senior leadership, and the pivot into real estate assets suggests a lack of confidence in the core
financial services business. The company is on a deteriorating trajectory regarding governance and
operational focus, despite the temporary surge in market-driven profits.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ad Unqualified opinion for all entities.

2 Promoter pledge = 0? 0 0.00% pledged.

3 KMP pay < 5% of PAT? O Total KMP pay is <1% of consolidated PAT.
4 RPT quantum < 5% of revenue? 0 RPTs are 2.15% of revenue.

5 Board > 50% independent? O 45.45% independent (5 out of 11).

6 At least 1 woman director? O Mrs. Neeraj Vinay Bansal.

7 No statutory dues outstanding? O No major defaults reported.

8 No fraud reported? ad Confirmed by auditors under Sec 143(12).
9 Audit trail enabled? O Confirmed in auditor's report.

10 Frequent Auditor change O M/s. Agiwal & Associates continued.

Final line: "Total: 9/10 [0— Governance Rating: 3"
Part C: Investor Verdict

THESIS: VLS Finance is a deep-value "Management-in-Transition" play where a massive [8,000 Cr+ investment
book provides a safety floor, but structural governance risks and captive business models prevent valuation
rerating. OVERALL STANCE: WATCH RATIONALE: The leadership vacuum and new [26 Cr tax dispute
outweigh the strong market-linked financial performance in the near term. RE-EVALUATE WHEN: External
brokerage revenue exceeds 20% of total brokerage income, signaling a shift from a captive shell to a real
business. BULL CASE: Professional management (Keshav Tandan) successfully monetizes the investment
book and narrows the holding company discount from 70% to 40%. BEAR CASE: Succession disputes or
further tax demands (exceeding [50 Cr) lead to a forced liquidation of assets during a market downturn. KEY
MONITORABLE: Investment Portfolio Yield: Current <1% - Watch for improvement to >5%.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /
Theme

Capital

Allocation

Margin
Trajectory

Working
Capital

Management
Tone

Tax Risk
Profile

Summary A Status

Focused on capital return via
a [69.29 Cr buyback funded
by asset sales.

OPM at 74% amidst a 64%
revenue collapse.

Debtor days ballooned to 79
days, signaling a [BO Cr
drain.

Defensive "capital-preserving
holding shell" with high board
turnover.

Clean contingent liability
profile with focus on DTL
management.

7.2 Persistent Patterns

Summary B Status

Shifted to physical assets with a
2050% capex spike ([(41 Cr) into
land and buildings.

OPM expanded to 94% following
a 386% revenue surge.

Debtor days normalized to 15
days as receivables flattened.

"Management-in-Transition"
following the deaths of four key
board members.

Emergence of a major [25.97 Cr
tax demand for AY 2022-23.

Forensic Takeaway

Management is pivoting from liquidating
the investment book for shareholders
toward accumulating illiquid real estate.

Profitability remains entirely decoupled
from operations, functioning purely as a
derivative of market-linked fair value
gains.

The volatility in debtor days reflects
internal settlement timing with the parent
rather than external commercial credit
quality.

The governance risk has escalated from
high turnover to a total leadership
vacuum and unproven family succession.

Regulatory and tax friction is increasing,
potentially threatening the cash reserves
used for dividends.

* Negative Net RPT Value Flow: In both periods, the interest reimbursed to the parent company (£B.91 Cr in
A; [6.60 Cr in B) consistently exceeds the total brokerage income earned from the parent.

* FVTOCI Accounting Election: The company consistently uses the irrevocable FVTOCI election to bypass
the P&L, masking significant economic volatility and wealth erosion (251 Cr loss in A; [B7 Cr loss in B) from
reported Net Profit.

 Captive Revenue Model: The brokerage subsidiary remains structurally non-viable as an independent entity,
maintaining a 96-97% revenue dependence on the parent company across both years.

 Zero-Debt Capital Structure: The company maintains a 0.0x Debt/Equity ratio, preserving a massive
liquidity cushion and a [B,000 Cr+ investment book as a safety floor.

* Shell Subsidiary Status: VLS Asset Management continues to be treated as a "going concern" despite
reporting zero income and zero employees in both periods.

» Mehrotra Family Concentration: Executive compensation and board control remain tightly concentrated
within the founding family, with succession now passing to a 23-year-old non-executive director.

* Low Earnings Quality (CFO/PAT): Reported PAT consistently overstates actual cash generation due to
heavy reliance on non-cash fair value adjustments and non-contractual income.

v5-Gemini | 116 pages | 177 chunks
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