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Investor Snapshot

# Analytical Point Sentiment

1
VLS Finance operates as a debt-free investment holding company currently transitioning into a

capital-preserving shell, liquidating its proprietary book to fund shareholder exits.
🟡

2
Top-line performance collapsed by 64% YoY to ₹84 Cr, driven by the evaporation of non-recurring fair

value gains and a lack of external customer traction.
🔴

3
Operating margins are under severe pressure as the brokerage subsidiary remains an unprofitable

captive unit with 97% of revenue derived from related-party transactions.
🔴

4
Reported PAT of ₹56 Cr is decoupled from economic reality, failing to reflect a massive ₹251.81 Cr fair

value loss recognized in Other Comprehensive Income (OCI).
🔴

5
The balance sheet remains the primary strength with a 0.0x Debt/Equity ratio and a massive ₹2,751 Cr

investment book providing a significant liquidity safety net.
🟢

6
Cash Flow from Operations (CFO) plummeted from ₹165 Cr to ₹7 Cr, resulting in a poor CFO/PAT ratio

of 0.13, indicating that earnings are not backed by cash.
🔴

7
Net Block increased by 228% despite the revenue crash, suggesting unproductive capital expenditure

or asset accumulation during a period of operational decline.
🔴

8
Working capital efficiency has deteriorated sharply, with debtor days ballooning from 2 to 79,

trapping ₹17 Cr in receivables and further straining liquidity.
🔴

9
Governance risks have intensified following the resignation of three Independent Directors in three

months and a board composition that is only 33% independent.
🔴

10
Value leakage is evident through related-party transactions, where interest reimbursed to the parent

(₹3.91 Cr) exceeds the total brokerage income earned from them.
🔴

11
The outlook is defensive, characterized by the liquidation of assets to fund buybacks (₹69 Cr) while

the Asset Management arm faces "Going Concern" risks.
🟡

12
Investment View: WATCH; the stock is a deep-value play on assets, but investors should monitor for

a CFO/PAT recovery (>0.8x) and a reduction in debtor days (<15 days).
🟡

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: VLS Finance operates as a multi-faceted financial services firm, primarily functioning

as an investment house. Its core interests span proprietary investments, securities brokerage (via VLS

Securities Ltd.), and asset management (via VLS Asset Management Ltd.).

Revenue Drivers: Primary revenue is derived from investment income (dividends, interest, and capital gains)

and fee-based income from its securities arm.

• 

• 



Cost Drivers: Key cost drivers include regulatory compliance, listing fees, and employee remuneration. The

firm operates with a lean human capital base of 34 employees, suggesting high operating leverage.

Industry Position: VLS occupies a niche as a proprietary-driven investment vehicle rather than a traditional

credit-based NBFC.

Expansion & Strategic Moves: The most significant strategic action in FY 2023 was an aggressive capital

return via a buyback, deploying ₹69.28 Crores (98.98% of the limit) to repurchase shares at an average price

of ₹179.22.

Segment Performance: The brokerage subsidiary functions as a captive unit, with 97.37% of its revenue

derived from the parent company. VLS Asset Management Ltd. remains a laggard with accumulated losses

exceeding 50% of its net worth.

Geographical Presence: Primarily India-centric, with its registered office in New Delhi.

Regulatory Status: The company faces persistent regulatory friction regarding a "pending delisting" status

with the Calcutta Stock Exchange (CSE), which has been delayed since 2018 despite the company fulfilling

requirements.

2. MANAGEMENT COMMENTARY & OUTLOOK

Management’s primary focus in FY 2023 was "balance sheet optimization" through a ₹69.28 Crore buyback

and a dividend declaration of ₹1.50 per share.

The strategy appears to be one of "steady-state" management of existing investment portfolios rather than

aggressive expansion into new financial products or business launches.

Management sought and approved significant salary hikes for the MD, CFO, and Executive Vice-Chairman

effective January 2023 to align pay with the complexity of managing a large proprietary book.

The re-appointment of Shri M.P. Mehrotra (Executive Vice-Chairman) at age 83 for another three years

indicates a reliance on promoter experience but highlights a potential lack of a clear, younger-generation

succession plan.

The tragic demise of Shri Vikas Mehrotra (MD-International Operations) in July 2023 removes a key pillar of

the leadership team responsible for global strategy.

Management continues to exclude Sunair Hotels Ltd. from consolidation due to ongoing disputes, treating it

as a "dead asset" with no clear timeline for value unlocking.

The board experienced significant volatility with three Independent Directors resigning between March and

May 2023, citing personal reasons and expanding roles elsewhere.

Management maintains a cautious but optimistic tone regarding Indian capital markets, tied to a mission of

sustained growth in private placements and securities operations.

The gap between the Maximum Buyback Price (₹200) and the Average Buyback Price (₹179.22) reflects a

prudent, value-conscious management style that avoids overpaying even when authorized.

Management Tone Verdict: The management tone is professional and highly compliant, with a clear

emphasis on returning excess capital to shareholders. However, the narrative is somewhat "backward-

looking," focusing heavily on re-appointments, remuneration revisions, and legal disputes rather than forward-

looking growth catalysts. The high turnover of Independent Directors and the advanced age of leadership

create a governance overhang, positioning the company as a "Value Play" focused on downside protection

rather than a "Growth Play."
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3. FINANCIAL ANALYSIS

3.1 Financial Statements

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

P&L Statement (₹ Crores)

Line Item Mar 2023 Mar 2022

Sales - 84.00 232.00

Sales Growth % -64.00 5.00

Expenses - 22.00 21.00

Material Cost % - 0.00 0.00

Raw material cost 0.00 0.00

Change in inventory 0.00 0.00

Manufacturing Cost % 1.07 0.30

Employee Cost % 8.35 2.61

Other Cost % 16.61 6.05

Operating Profit 62.00 212.00

OPM % 74.00 91.00

Other Income - 0.00 0.00

Exceptional items -0.04 0.00

Other income normal 0.18 0.00

Interest 0.00 0.00

Depreciation 4.00 1.00

Profit before tax 58.00 210.00

Tax % 4.00 0.00

Net Profit - 56.00 210.00

Minority share 0.00 0.00

Exceptional items AT 0.00 0.00

Profit excl Excep 56.00 210.00

Profit for PE 56.00 210.00

Profit for EPS 56.00 210.00

Profit Growth % -73.00 -5.00

EPS in Rs 14.48 54.37

Dividend Payout % 9.00 3.00



Balance Sheet (₹ Crores)

Line Item Mar 2023 Mar 2022

Equity Capital 35.00 39.00

Reserves 2,465.00 2,927.00

Borrowings - 1.00 1.00

Long term Borrowings 0.00 0.00

Short term Borrowings 0.00 0.00

Other Borrowings 0.69 0.91

Other Liabilities - 562.00 719.00

Non controlling int 0.00 0.00

Trade Payables 0.00 5.00

Other liability items 561.00 714.00

Total Liabilities 3,063.00 3,685.00

Fixed Assets - 92.00 28.00

Land 9.32 9.32

Building 13.98 12.90

Equipments 1.64 1.12

Computers 1.23 1.45

Furniture n fittings 5.15 5.18

Vehicles 1.53 1.57

Intangible Assets 0.00 0.00

Other fixed assets 187.84 122.17

Gross Block 220.69 153.71

Accumulated Depreciation 128.89 125.75

CWIP 0.00 0.00

Investments 2,751.00 3,434.00

Other Assets - 221.00 223.00

Inventories 0.00 0.00

Trade receivables 18.00 1.00

Cash Equivalents 60.00 78.00

Loans n Advances 14.00 8.00

Other asset items 129.00 136.00

Total Assets 3,063.00 3,685.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2023 Mar 2022

Cash from Operating Activity - 7.00 165.00

Profit from operations 49.00 197.00

Receivables -17.00 1.00

Inventory 0.00 0.00

Payables -5.00 6.00

Loans Advances 0.00 0.00

Operating borrowings 0.00 1.00

Other WC items -7.00 -8.00

Working capital changes -30.00 0.00

Direct taxes -12.00 -32.00

Cash from Investing Activity - 27.00 -185.00

Fixed assets purchased -2.00 -20.00

Capital WIP 0.00 9.00

Investments purchased -66.00 -187.00

Investments sold 80.00 0.00

Investment income 0.00 0.00

Interest received 0.00 0.00

Dividends received 14.00 12.00

Issue of shares on acq 0.00 0.00

Other investing items 1.00 0.00

Cash from Financing Activity - -68.00 -11.00

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 -5.80 -5.80

Other financing items -61.99 -4.93

Net Cash Flow -34.00 -31.00

Free Cash Flow 5.00 154.00

CFO/OP 31.00 93.00



Key Ratios (₹ Crores)

Line Item Mar 2023 Mar 2022

Debtor Days 79.00 2.00

Inventory Days 0.00 0.00

Days Payable 0.00 0.00

Cash Conversion Cycle 79.00 2.00

Working Capital Days 625.00 200.00

ROCE % 2.00 8.00

3.2 Financial Analysis Summary

Revenue witnessed a severe contraction of 64%, falling from ₹232.00 Cr to ₹84.00 Cr, primarily driven by the

near-total evaporation of Net Gain on Fair Value Changes which plummeted from ₹23.80 Cr to just ₹0.08

Cr, signaling that prior year performance was heavily reliant on non-recurring market gains rather than core

operations.

Operating Profit margins (OPM) compressed from 91% to 74% as Employee Cost % more than tripled from

2.61% to 8.35% and Other Cost % rose from 6.05% to 16.61%, reflecting significant negative operating

leverage where sticky costs like employee benefits (₹1.28 Cr) and a 237% spike in short-term lease rent

could not be rationalized in line with the Revenue collapse.

Net Profit declined by 73% to ₹56.00 Cr, but this figure masks a deeper erosion of value as the company

recorded a massive fair value loss of ₹251.81 Cr on Investments through Other Comprehensive Income

(OCI), which bypassed the P&L but caused Reserves to shrink from ₹2,927.00 Cr to ₹2,465.00 Cr.

Working Capital efficiency deteriorated sharply as Trade Receivables surged from ₹1.00 Cr to ₹18.00 Cr,

causing Debtor Days to balloon from 2 to 79 days, which directly impacted CFO by creating a ₹17.00 Cr

cash drag in the Cash Flow Statement.

The Balance Sheet remains dominated by an Investments book of ₹2,751.00 Cr, representing 90% of Total

Assets, yet this portfolio is highly sensitive to market volatility; the ₹683.00 Cr YoY decline in Investments

was the primary driver of the reduction in Total Assets from ₹3,685.00 Cr to ₹3,063.00 Cr.

Cash from Operating Activity (CFO) fell precipitously from ₹165.00 Cr to ₹7.00 Cr, resulting in a poor CFO /

PAT ratio of 0.13, as cash was trapped in Working Capital changes (₹30.00 Cr outflow) and a sharp 83.20%

decrease in Trade Payables.

Capital Allocation was focused on divestment and liquidity management, with Investments sold generating

₹80.00 Cr in the Cash Flow Statement, while Capex remained minimal at ₹2.00 Cr, leading to a positive but

significantly lower Free Cash Flow (FCF) of ₹5.00 Cr compared to ₹154.00 Cr in the previous year.

Total Debt remains negligible at ₹1.00 Cr, maintaining a Debt/Equity ratio of 0.00, although the Interest

Coverage ratio dropped from 3131.85 to 42.55 due to the collapse in Operating Profit and a slight increase

in Finance Cost related to lease liabilities.

Return Metrics saw significant dilution, with ROCE % falling from 8.00% to 2.00% and ROE % dropping to

2.24%, as the massive equity base (₹2,500.00 Cr Net Worth) is no longer supported by high-margin fair

value gains, leading to inefficient asset sweating.

Deferred Tax liability decreased by ₹84.69 Cr, but this was recognized in OCI rather than the P&L, tracking

the decline in the fair value of the Investments book and further highlighting the disconnect between reported

Net Profit and actual economic value changes.
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Related Party Transactions reveal a high degree of concentration risk, with 97.37% of brokerage income

derived from the holding company, while "Interest Reimbursed" of ₹3.91 Cr to the parent represents a

significant value leakage that exceeds the subsidiary's total brokerage earnings.

Other Assets & Liabilities: The Deferred Tax Liability of ₹330.92 Cr is almost entirely due to fair valuation

of investments; a new CSR Provision of ₹0.21 Cr was created but remains unspent, effectively deferring

cash outflow while taking the expense hit. Other Expenses spiked 76.19% despite the revenue drop, driven

by lease rent and CSR.

The dominant financial theme of the year is the transition from a high-growth investment vehicle to a capital-

preserving holding shell, where a 64% Revenue drop and a ₹251.81 Cr erosion in Net Worth via OCI have

left the Balance Sheet highly vulnerable to market-linked valuation risks despite its debt-free status.

3.3 Contingent Liabilities & Commitments

Claims against Company: ₹0.00 Cr (not acknowledged as debt).

Guarantees: ₹0.00 Cr.

Capital Commitments: ₹0.00 Cr.

Litigation/Tax Disputes: The company reports a clean contingent liability profile with no pending litigations

or tax disputes disclosed in the subsidiary notes. However, there is a lingering dispute with the Calcutta Stock

Exchange regarding non-payment of fees for delisting.
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate

cash; ₹30 Cr working capital

drain reduces CFO to ₹7 Cr.

⚠
PAT ₹56 Cr vs CFO ₹7

Cr (FY23).

CFO/OP dropped from 93%

to 31% due to receivable

spike (p.102).

2

Receivables &

channel-stuffing

signal

Revenue ↓ — liquidity risk;

receivables rose ₹17 Cr while

sales collapsed by 64%.

🚩

Receivables ₹18 Cr

(FY23) vs ₹1 Cr

(FY22).

Debtor days spiked from 2 to

79 days despite 97% RPT

revenue (p.108).

3 Revenue timing

Revenue ↑↓ — volatility risk;

brokerage recognized on trade-

date basis makes earnings

highly cyclical.

✅

Brokerage ₹2.29 Cr

(FY23) vs ₹6.95 Cr

(FY22).

Note 2.2: Revenue follows

Ind AS 115 but is sensitive to

parent volumes (p.97).

4
Revenue from

related parties %

Revenue ↓ — concentration

risk; 97% of brokerage depends

on parent, risking insolvency if

strategy shifts.

🚩
₹2.23 Cr brokerage

from VLS Finance Ltd.

Note 29: Subsidiary functions

as a captive in-house broker

for the parent (p.108).

5
Inventory vs

revenue growth

Neutral — no impact; company

holds zero inventory as a

financial services entity.

✅
Inventory ₹0 Cr for

both FY23 and FY22.

Financial services sector

profile; no physical goods

held (p.102).

6

Inventory

valuation method

change

Neutral — no impact; no

inventory held, thus no

valuation policy changes

applicable.

✅ Inventory ₹0 Cr.

Accounting policy Note 2

confirms no inventory-related

activities (p.99).

7
Exceptional items

in operating profit

Profit ↓ — non-core drag; small

exceptional loss of ₹0.04 Cr

impacts reported PBT.

✅
Exceptional items: -

₹0.04 Cr (FY23).

P&L line item; negligible

impact on overall earnings

quality (p.107).

8

Depreciation rate

vs useful life

policy

Profit ↑ — expense

suppression; WDV method

used but net block is nearly

zero.

✅
Depreciation ₹4 Cr; Net

Block ₹92 Cr.

Note 2.8: WDV method used;

Net block is mostly "Other

Fixed Assets" (p.99).

9

Provision

reversals boosting

PAT

Profit ↑ — non-cash boost;

CSR provision of ₹0.21 Cr

created but not yet spent.

⚠
CSR Provision ₹0.21

Cr (FY23).

Note 41: Provision taken as

expense but cash outflow

deferred as "ongoing project"

(p.117).

10

Tax rate

consistency +

cash tax vs P&L

tax

Profit ↑ — tax efficiency; 4%

effective rate due to exempt

dividend income.

✅
Tax %: 4% (FY23) vs

0% (FY22).

Note 14: DTL reduction of ₹84

Cr handled in OCI, not P&L

(p.105).

11
CWIP age and

stalling projects

Neutral — no impact; zero

CWIP reported on the balance

sheet for FY23.

✅
CWIP ₹0 Cr (FY23) vs

₹0 Cr (FY22).

Balance sheet confirms no

ongoing capital construction

projects (p.103).

12

Deferred tax asset

recognition

adequacy

Profit ↑ — equity erosion; ₹330

Cr DTL exists but OCI losses

bypass P&L.

⚠
DTL ₹330.92 Cr

(FY23).

Note 14: DTL tracks fair value

of investments; ₹251 Cr loss

hidden in OCI (p.105).

13
RPT quantum and

trend

Profit ↓ — value leakage; ₹3.91

Cr interest reimbursed to parent

exceeds brokerage earned.

🚩

Interest to parent ₹3.91

Cr vs Brokerage ₹2.23

Cr.

Note 29: Net cash outflow to

parent despite providing

brokerage services (p.108).

14
Dividend paid vs

FCF adequacy

Profit ↓ — liquidity strain; ₹5.8

Cr dividend paid while FCF is

only ₹5 Cr.

⚠
Dividend ₹5.8 Cr vs

FCF ₹5.0 Cr.

Cash flow statement shows

dividend payout consumes

116% of Free Cash Flow.



# Check Impact Status Evidence Notes Detail

15
Subsidiary Going

Concern Risk

Neutral — potential future write-

off; VLS Asset Management

losses > 50% net worth.

⚠
Accumulated losses >

50% of net worth.

Auditor noted going concern

depends on management's

"efforts to identify suitable

activity."

16
OCI vs PAT

Divergence

Profit ↑ — masking economic

loss; ₹251.81 Cr fair value loss

bypassed P&L via FVTOCI

election.

🚩

PAT ₹56 Cr vs Total

Comprehensive Loss

of ~₹195 Cr.

Irrevocable election to

measure equity at FVTOCI

smooths P&L while equity

erodes.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

Audit Opinion: Unqualified (M/s. Agiwal & Associates for Parent; M/s. Anil Pariek & Garg for Subsidiary).

Key Audit Matters (KAMs):

Valuation of Level 3 Financial Instruments: The auditor identified the valuation of unquoted equity

instruments as a significant risk. These are measured using "significant unobservable inputs" and NAV-

based models. Management uses subjective judgment which the auditor flagged as a critical area for

financial reporting accuracy.

Auditor Commentary: The auditor issued a clean opinion on the parent but noted that subsidiary VLS Asset

Management Ltd has accumulated losses exceeding 50% of its net worth, yet continues to be treated as a

going concern based on management's "efforts to identify suitable activity."

B. Related Party Transactions

Party Relationship Nature Amount (₹ Cr) Concern

VLS Finance Ltd (Parent) Holding Company Brokerage Income 2.23 Cr Extreme Concentration (97.37%)

VLS Finance Ltd (Parent) Holding Company Interest Reimbursed 3.91 Cr Value Leakage (Exceeds Income)

VLS Finance Ltd (Parent) Holding Company Rent Paid 0.24 Cr Fair Market Value

VLS Finance Ltd (Parent) Holding Company Payable Balance 0.99 Cr Quasi-debt support

RPT Verdict: Monitor ⚠. The subsidiary functions as a captive broker. Critically, "Interest Reimbursed" to the

parent (₹3.91 Cr) exceeds the total brokerage income earned from the parent (₹2.23 Cr), indicating a net cash

outflow to the promoter entity. RPT total of ₹7.37 Cr represents 105.29% of Consolidated CFO, signaling

potential cash leakage.

C. Shareholding

Promoters: 50.22% (Increased from 47.45% YoY due to buyback).

FIIs: 1.70%.

DIIs: 0.03%.

Public: 48.05%.

Pledged Shares: 0.00%.

D. Board Composition + KMP Compensation

Board Composition: 9 Directors; 33.33% Independent (3/9); 2 Women Directors.

• 

• 

◦ 
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KMP Compensation:

M. P. Mehrotra (Exec Vice-Chairman): ₹1.07 Cr (1.73% of EBITDA).

S. K. Agarwal (MD): ₹0.44 Cr.

Vikas Mehrotra (Late MD-Intl): ₹0.52 Cr.

K. K. Soni (CFO): ₹0.42 Cr.

Analysis: Total KMP pay of ₹2.45 Cr is 3.95% of EBITDA. Compensation is concentrated within the 

Mehrotra family (M.P. Mehrotra, Vikas Mehrotra, and Divya Mehrotra). The board approved a 20% pay hike

for the late MD despite a 70% collapse in group EBITDA.

F. Capital Allocation & Capex

Action FY Current (₹ Cr) FY Prior (₹ Cr) % of CFO Signal

Dividends 5.80 5.80 82.86% ⚠

Buybacks 69.29 0.00 989.86% 🚩

Capex 2.00 20.00 28.57% ⚠

Investments (Financial) 66.00 187.00 942.86% ⚠

Asset Sales (Investments) 80.00 0.00 1142.86% ✅

Working Capital Investment 30.00 0.00 428.57% 🚩

CAPEX Analytical Notes:

CFO of ₹7.00 Cr covers the ₹2.00 Cr capex, but the overall cash position is being drained by the ₹75.09 Cr

capital return program (Dividends + Buybacks).

The funding gap was bridged entirely by the sale of investments (₹80.00 Cr).

The 228% increase in Fixed Assets (Net Block grew from ₹28 Cr to ₹92 Cr) amidst a 64% revenue

collapse suggests non-core or unproductive asset accumulation.

H. Risks

Market Volatility (High): 91% of the balance sheet is in market-linked investments. A 10% drop erodes ₹275

Cr of equity, masked via OCI.

Revenue Concentration (High): 97.37% of brokerage comes from the parent; the subsidiary is not market-

competitive.

Level 3 Valuation (Medium): Subjective NAV models for ₹2,751 Cr of unquoted equity create transparency

hurdles.

Subsidiary Solvency (Medium): VLS Asset Management losses > 50% net worth; "Going Concern" status is

fragile.

Regulatory/Tax (Medium): Deferred Tax Liability of ₹330.92 Cr represents future outflows if investments are

liquidated.

• 
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5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 2 ↓
Sales -64%; 97% RPT

revenue concentration.

Highly cyclical proprietary investment model

with no external customer traction.

Financial Health 4 →
D/E 0.0x; Cash ₹60 Cr;

Investments ₹2,751 Cr.

Strong balance sheet liquidity despite a

collapse in operating performance.

Earnings Quality 2 ↓
CFO/PAT 0.13; ₹251 Cr loss

hidden in OCI.

Reported PAT is decoupled from economic

reality due to FVTOCI accounting.

Management &

Governance
3 ↓

3 ID resignations; 83-yo

Chairman; High RPT.

Stable but aging leadership with significant

board turnover and value leakage.

Capital Allocation &

Earnings Visibility
2 ↓

Buyback funded by asset

sales; ROCE 2%.

Returning capital by liquidating the book as

core earnings visibility remains poor.

BUSINESS POSITIVES (for this company this year) * ✅ Debt-Free Status: Maintained a 0.0x Debt/Equity

ratio with negligible formal borrowings. * ✅ Shareholder Returns: Executed a ₹69.28 Crore buyback and

maintained dividends despite a sharp profit decline. * ✅ Liquidity Management: Successfully generated ₹80.00

Cr from investment sales to fund capital returns. * ✅ Valuation Discipline: Average buyback price of ₹179.22

was well below the authorized maximum of ₹200.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Revenue Collapse: Sales fell 64%

from ₹232 Cr to ₹84 Cr due to the evaporation of fair value gains. * 🔴 Cash Flow Divergence: CFO/PAT of 0.13

indicates very poor earnings quality; CFO fell from ₹165 Cr to ₹7 Cr. * 🔴 Working Capital Stress: Debtor days

ballooned from 2 to 79, trapping ₹17 Cr in receivables. * 🔴 Net Worth Erosion: Recorded a ₹251.81 Cr fair

value loss in OCI, causing reserves to shrink significantly. * 🔴 Governance Overhang: Resignation of 3

Independent Directors in a 3-month window and lack of a clear succession plan. * 🔴 RPT Value Leakage:

Interest reimbursed to parent (₹3.91 Cr) exceeds the brokerage income earned from the parent.

OVERALL SCORECARD SUMMARY VLS Finance is currently operating as a liquidating investment shell rather

than a growing financial services firm. While the balance sheet remains robust and debt-free with a massive

₹2,751 Cr investment book, the core operating performance has collapsed, with revenue down 64% and CFO

failing to cover dividends and buybacks. Governance is strained by high board turnover and significant related-

party value leakage, while earnings quality is low due to massive economic losses being bypassed through OCI.

The business is on a deteriorating trajectory in terms of operational viability, though it remains a deep-value

play on its underlying asset base.



Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion issued (p.119).

2 Promoter pledge = 0? ✅ 0.00% pledged (p.39).

3 KMP pay < 5% of PAT? ⚠ Total KMP pay ₹2.45 Cr is 4.37% of PAT (High for an investment firm).

4 RPT quantum < 5% of revenue? ❌ RPT Total ₹7.37 Cr is 8.75% of Revenue.

5 Board > 50% independent? ❌ Only 33.33% independent (3 out of 9).

6 At least 1 woman director? ✅ 2 Women Directors (Dr. Neeraj Arora, Ms. Divya Mehrotra).

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

8 No fraud reported? ✅ No fraud noted in auditor's report.

9 Audit trail enabled? ✅ Confirmed in auditor's report.

10 Frequent Auditor change ✅ No change; long-term auditors continued.

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

Part C: Investor Verdict

THESIS: VLS Finance is a debt-free investment holding company returning capital to shareholders by liquidating

its proprietary book amidst a sharp decline in core brokerage and asset management operations. OVERALL

STANCE: WATCH RATIONALE: The massive discount to book value is offset by poor earnings quality, high

RPT leakage, and a lack of operational growth catalysts. RE-EVALUATE WHEN: CFO/PAT exceeds 0.8x OR

the Calcutta Stock Exchange delisting is finalized. BULL CASE: A sharp recovery in Indian equity markets leads

to a reversal of the ₹251 Cr OCI loss and a re-rating of the Level 3 unquoted assets. BEAR CASE: Continued

liquidation of the investment book to fund promoter-aligned buybacks while the brokerage subsidiary remains an

unprofitable captive unit. KEY MONITORABLE: Debtor Days: 79 days → Watch threshold: < 15 days.
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