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DIRECTORS’ REPORT TO THE MEMBERS

Your Directors are pleased to present the 28" Annual Report of the Company
together with the audited statement of accounts for the year ended 31 March,
2015.

1.

Financial Results (Rs. in Lakhs)

For the year ended For the year ended
31st March, 2015 31st March, 2014*

Gross Receipts 462348.96 381636.53
Profit before Interest & Depreciation 799.38 459.53
Less: Interest & Finance Charges 23.04 1.97
Profit before Depreciation 776.33 457.56
Less: Depreciation 47.64 41.98
Profit before Tax 728.69 415.58
Less: Provision for Taxation/(Credits) (80.68) 67.37
Profit after Tax 648.01 348.21
Surplus brought forward from
previous year 2495.28 2260.37
Previous year adjustments/other
adjustment@ 0.00 (113.30)
Less: Adjustment on account of 1.16 0.00
transitional Provision effect
for depreciation
Add: Transfer from Statutory Reserve 1302.13 0.00
(Under RBI Act, 1934)
Available for Appropriation 4444.25 2495.28
Appropriations:
To General Reserve 0.00 0.00
Surplus c/f 4444.25 2495.28

*

(Figures have been regrouped/recast to conform to current year’s
methodology)

@ Tranferred to Capital Redemption Reserve A/c.

2,

Management Discussion and Analysis
Financial Review

During the year under review, the gross receipts increased to
Rs.462348.96 lacs from Rs. 381636.53 lacs in the previous year. The
profit before tax for the year under review stood at Rs. 728.69 lacs as
compared to Rs. 415.58 lacs of the previous year. The profit after tax
for the year was Rs. 648.01 lacs as compared to profit after tax of
Rs. 348.21 lacs of the previous year.

Industry Structure and Development

The global economy in financial year 2014-2015 showed some
improvement though slowly. Due to sluggish growth, many developing
economies experienced general slowdown. The world economy growth
was at 3.6% though expected to improve in the current fiscal. Among
the Asian economies, deceleration in industrial output and exports
weakened India’s economic growth. The depreciation of Indian Rupee
vis-a-vis U.S. dollar was a significant factor affecting India’s GDP growth
which fell below 5%. The continuing tightening measures by Reserve
Bank of India to curb inflation leading to high cost of funds adversely
affected India’s industrial growth. As a result of various measures taken
by the Government the value of rupee stabilized vis-a-vis other
international currencies during the later half of the fiscal year under
review.

Outlook, Risks and Concerns

The Company’s operations during the year under review, continued to
be capital/commodity market centric. Your Company has been making
use of available avenues in the capital market and the commodities

market for its operations. The Company’s registration as Non banking
Finance Company was surrendered w.e.f. 29/01/2014. The Company
immediately thereafter applied for trading membership of BSE Ltd. which
was accepted vide letter dated 14/05/2014 of BSE Ltd. The Company
got the certificate of registration from SEBI effective from 01/10/2014.
The commencement of operations as Stock Broker is under process.

Your Company’s performance is closely linked to those of the stock and
commodities markets. Consequently, the growth prospects for 2015-16
are likely to be broadly reflective of those trends. In the projected
scenario of low to moderate growth, continuing inflation and high interest
rates, your Company will continue to strive for meaningful growth,
focusing as always on a balanced portfolio mix and efficient cost
management, in order to sustain profitability.

The Company is exposed to normal industry risks such as credit, interest
rate, economic, political, market and operational risks. The Company
views risk management as integral to its business for creating and
maintaining best practices in business operations and administration.

Opportunities and Threats

With the coming into power of the new Government with focus on
development the infrastructure and allied sectors are expected to perform
better giving an impetus to the economy. The Company shall strive to
take advantage of the emerging opportunities. The Company shall also
focus on permitted avenues as member of Stock Exchange including,
corporate advisory services.

Adequacy of Internal Financial Control Systems

The Company has an independent Internal Audit system to carry out
extensive audits throughout the year covering all areas of Company’s
significant operations. The Audit Committee regularly reviews adequacy
and effectiveness of the Company’s internal financial control environment
and monitors implementation of audit recommendations.

The Company has proper and adequate system of internal controls to
monitor proper recording of transactions according to policies and
procedures laid down by the Company in compliance with applicable
regulations. The Company ensures that the regulatory guidelines are
complied with at various levels. The internal audit reports are regularly
monitored by the Audit Committee.

Segment wise Performance

Accounting Standard (AS-17) relating to “Segment Reporting” has been
complied with. The gross operating income and profit from the other
segment is below the norms prescribed in AS-17, hence separate
disclosure has not been made.

Cautionary Statement

The statements in the above analysis, describing the Company’s
projections, estimates, expectations or predictions may be ‘forward
looking statements’ within the meaning of applicable Securities Laws
and Regulations. The actual results may differ from those expressed or
implied. Important factors that could make a difference to the Company’s
operations include changes in government regulations, tax regimes,
economic developments within the country and abroad, and other related
factors.

Dividend
With a view to conserve resources, no dividend is recommended.
Reserve

No amount was proposed to be transferred to the reserve during the
year under review.

Change in Nature of Business

Your company has received registration certificate as a stock broker of
BSE Ltd. from SEBI vide their letter dated 09.10.2014 effective from
01.10.2014.The same had been informed to all the exchanges in which
the securities of the Company are listed.
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10.

Directors/ Key Managerial Personnel (KMP)

Following changes have occurred during the relevant year till the date
of this report in the composition of Board of Directors/ Key Managerial
Personnel of your Company:

Directors:

Shri M.P. Mehrotra - Resigned as Non-Executive/Non
Independent  Director w.e.f.
04.09.2014.

Resigned as Independent Director

w.e.f. 26.09.2014.

Shri B.B. Tandon -

Shri A. K. Puri - Resigned as Director w.e.f.

14.11.2014.

Shri Gian Vijeshwar - Resigned as Independent Director

w.e.f 01.12.2014

Shri M.G. Diwan - Resigned as Independent Director

w.e.f. 30.03.2015

Appointed as Director on 14.11.2014
in casual vacancy caused by the
resignation of Shri M.P. Mehrotra, in
the category of Non-Executive and
Non-Independent Director. She
ceased to be the Director on
09.04.2015 due to her demise.

Dr. (Mrs.) Sushma Mehrotra -

Dr. (Mrs.) Neeraj Arora - Appointed as an Additional Director
in the category of Non-Executive and
Non-Independent Director w.e.f.

30.05.2015.

In accordance with the provisions of Article 89 of the Articles of
Association of the Company, Shri S. K. Agarwal- Managing Director will
retire by rotation at the ensuing Annual General Meeting of your Company
and being eligible, offers himself for re-election.

Key Managerial Personnel (KMP):

There has been no change in the KMPs of your Company during the
year under review.

Evaluation criteria of Directors/Independent Directors by
nomination and remuneration committee

The Independent Directors of your company have complied with the
relevant provisions of the law relating to their declaration served to the
Company and they continue to comply with the provisions of the
applicable laws & listing agreement.

Annual Return Extract (MGT-9)

The details forming part of the extract of the Annual Return in Form
MGT-9 is annexed herewith as Annexure-A.

Contracts with Related Party

Your Company has sold 17,111,289 equity shares, constituting 42.78%
holding in South Asian Enterprises Limited, constituent of Promoter
Group to VLS Capital Limited, also a constituent of promoter group. In
respect to the aforesaid, the transaction being in ordinary course of
business and on arm’s length basis no approval of the Board was
required although approval of the Audit Committee was obtained and
all the necessary disclosures under the relevant Act and regulations
were duly made to the requisite authorities in time.

It is proposed to allow usage of office of your company in Mumbai by its
subsidiary VLS Securities Ltd. for its operations on such terms and
conditions as may be agreed between the Companies upon obtaining
requisite approvals.

The disclosure in prescribed Form AOC-2 is enclosed as Annexure-B.
Directors’ Responsibility Statement

Pursuant to the provisions of Section 134(3) of the Companies Act,
2013, the Directors hereby confirm:

11.

12.

13.

14.

a. that in the preparation of the Annual Accounts for the financial
year ended 31t March, 2015, the applicable accounting standards
have been followed, along with proper explanation relating to
material departures;

b.  thatthey have selected such accounting policies and applied them
consistently and made judgments and estimates that are
reasonable and prudent, so as to give a true and fair view of the
state of affairs of the Company at the end of the financial year and
of the profit of the Company for that period;

c. thatthey have taken proper and sufficient care for the maintenance
of adequate accounting records in accordance with the provisions
of the Companies Act, 2013 for safeguarding the assets of the
Company and for preventing and detecting fraud and other
irregularities; and

d. that they have prepared the Annual Accounts for the financial year
ended 31st March, 2015 on a ‘going concern’ basis.

e. that they have laid down Internal Financial controls to be followed
by the Company and that such Internal Financial Controls are
adequate and effective.

f. that the Directors have devised proper systems to ensure
compliance with the provisions of all applicable laws and that such
systems were adequate and operating.

Evaluation of Board/Committees/Individual Directors- criteria by

Nomination and Remuneration Committee

The aim of the Board’s evaluation was to assess the effectiveness of
the Board’s/Committees’ processes, composition and arrangement and
to identify any actions required to improve effectiveness. The review
thus focused on following associated areas; structure, leadership,
strategy, risks, decision making and development.

The evaluation process comprised:

. Review of Board, Committee and management information and
other relevant documentation

. Meetings with key individuals within the organization.

. Discussions with all directors on the Board, Committee members
focusing on aspects of the Board’s and Committees’ composition;
strategy, risk and controls; decision-making, roles and performance
of the Chairman, independent directors, executive directors and
other non-executive directors.

The evaluation concluded that the Board and its Committees were overall
effective and recommendations were provided to ensure the Board and
its Committees remained fully effective.

Given the experience and qualifications of the Board members, the Board
did not consider it necessary to engage external persons to facilitate
the evaluation process. Most directors have rich experience of a
corporate environment and so they are accustomed to having their
performance regularly evaluated.

Board conducts on an annual basis an evaluation of the performance of
the directors by making an annual assessment of whether each director
has sufficient time to discharge his/her responsibilities, taking into
consideration multiple Board representations and other principal
commitments.

Proper systems to ensure compliances were adequate and effective

Your Company takes the compliance issues seriously, it investigates
each one, and if need be revisits operational controls. Its professional
conduct sets expectations that all employees will comply with all laws
and regulations governing company’s behavior. Information is reported
upwards internally within the organization to senior management and,
as appropriate, also shared with the Board of Directors and/or the
external auditors. Information is reported externally in public filings, if it
meets the criteria for requiring public disclosure.

Number of meetings

During the financial year ended on 31t March, 2015, the Board met 5
times. The meetings were held on 26/05/2014, 11/08/2014, 29/08/2014,
14/11/2014 and 13/02/2015.

Corporate Social Responsibility

With the enactment of the Companies Act, 2013 and Companies
(Corporate Social Responsibility) Rules, 2014 read with various
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15.

clarifications issued by the Ministry of Corporate Affairs, every company
having net worth of Rs. 500 crores or more or turnover of Rs. 1000
crores or more or net profit of Rs 5 crores or more during any financial
year have to spend atleast 2% of average net profit of the company
made during the three immediately preceding financial years.

Accordingly, the company has to do a CSR activity for an amount of
Rs. 4,98,534/- lacs based on the average profits of the three preceding
financial years. This being the first year after the new CSR provisions
were notified, certain preparatory work had to be done before starting
the CSR projects. The Company has not been able to short list any
CSR activity covered under Schedule VIl of the Companies Act, 2013
for a time being which can be undertaken by the Company on sustained
basis. Accordingly, the entire amount shall be spent by the Company in
future.

Pursuant to section 135 of Companies Act, 2013, the relevant rules and
regulations, the report on Corporate Social Responsibility Activities is
enclosed as Annexure-C.

Policies

Your Company has formulated following polices to better perform its
functions and deliver results.

A. Corporate Social Responsibility Policy
Primer
VLS Finance Limited (VLSF) is committed to undertake CSR
activities in accordance with the provisions of Section 135 of the
Companies Act, 2013 and related Rules, as amended.
VLSF believes that development has to be all-encompassing and
every community has to be responsible for the development of an
impartial and benevolent society. VLSF commits itself to add to
the society in ways possible for the organization.
Intention & Purpose
o Strategy is to develop a long-term vision for VLSF CSR goals.

. Outline of activities to be embarked upon, in line with the
CSR policy and Schedule VII of the Companies Act, 2013,
as amended.

. VLSF shall promote projects that are sustainable and create
a long term value for the society;

. Have specific and measurable goals in alliance with VLSF
beliefs;

. To establish a mechanism for the implementation and
monitoring of the CSR activities.

Committee Composition

The CSR Committee of the Board shall be composed of at least
three (3) Directors. The CSR Committee shall include one (1)
independent director effectively within the time period prescribed
under law. Members of the CSR Committee may be replaced by
any other member of the Board.

Committee Meetings

The CSR Committee shall meet as often as its members deem
necessary to perform its duties responsibly.
Duties & Responsibilities of CSR Committee
i) Formulate and recommend to the Board the CSR activities/
programs to be undertaken by VLSF. The CSR Committee
shall be guided by the list of activities specified in Schedule
VIl to the Companies Act, 2013.

ii)  Recommend the CSR expenditure to be incurred on the CSR
activities.

iii)  Institute a transparent mechanism for implementation of the
CSR projects and effective monitoring tools of such projects.

iv) Preparation of annualized reports of the CSR activities
undertaken and submission of the same to the Board.

Responsibilities of the Board

i) Approve the CSR Policy and expenditure on CSR initiatives
after taking into consideration the recommendations made
by the CSR committee.

ii) Ensure the CSR spending in every financial year is in
accordance with statutory provisions as applicable from time
to time.

iii)  Ensure that the CSR activities included in the policy are
undertaken by the Company and are in conformity to the
activities as outlined in Schedule VIl of the Companies Act.

iv)  Ensure disclosure of the contents of the CSR Policy and CSR
Committee in its report to the members and put the policy on
the Company’s website.

CSR Expenditure

i) CSR expenditure shall mean all expenditure incurred in
respect of specific projects/programs relating to activities as
approved by the Board on the recommendation of its CSR
committee including contribution to corpus relating to CSR
activities and it shall not include expenditure on an item not
in conformity with the CSR policy and Schedule VII of the
Companies Act, 2013.

ii)  The surplus arising out of the CSR activities or projects shall
not form part of the business profit of the Company.

CSR Activities — Projects

i) The Company may undertake one or more CSR activities in
line with Schedule VII of the Companies Act, 2013.

ii)  The Company shall give preference to the local area(s)
around which it operates while considering the CSR activities
to be undertaken. However, it may be guided by the
requirements of the specific CSR activity in other locations
within India.

Implementing CSR Activities

i) The Company shall undertake the CSR activities directly and
also through various implementing agencies within the group
or outside such as, non-profit organizations, etc. Such outside
implementing agencies shall have an established track record
as prescribed under the relevant law.

i)  The initiatives so undertaken may be communicated to the
employees through specific awareness campaigns, so as to
enable maximum participation.

i)  The Company may collaborate with other companies for
undertaking CSR projects or programs provided separate
reporting mechanisms are in place and are in accordance
with Companies Act, 2013 and rules thereunder, as amended.

Assessment

The CSR committee shall be apprised on the implementation of

the CSR activities and the progress shall be monitored on regular

basis.

The Company shall through its internal controls, monitoring and

evaluation systems, implement, assess, document and report the

impact of its CSR activities.

General

Any term or aspect not specifically defined or set out in this policy

shall be construed to mean what is laid down in respect thereof

under the Act or CSR Rules.

Amendments

This Policy may be reviewed and amended from time to time.

Related Party Transaction

The detailed policy may be accessed at www.visfinance.com

The Board of Directors (the “Board”) of VLS Finance Limited (the
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“Company”) has adopted this Policy. The said Policy includes the
materiality threshold and the manner of dealing with Related Party
Transactions (“Policy”) in compliance with the requirements of
Section 188 of the Companies Act, 2013 and Clause 49 of the
Listing Agreement of the Stock Exchanges in India.

This Policy applies to transactions between the Company and one
or more of its Related Parties. It provides a framework for
governance and reporting of Related Party Transactions including
material transactions.

This Policy is intended to ensure due and timely identification,
approval, disclosure and reporting of transactions between the
Company and any of its Related Parties in compliance with the
applicable laws and regulations as may be amended from time to
time.

Board diversity
The detailed policy may be accessed at www.visfinance.com

VLS Finance Ltd. recognises and embraces the benefits of having
a diverse Board and sees increasing diversity at Board level as an
essential element in maintaining a competitive advantage. A truly
diverse Board will include and make good use of differences in
the skills, regional and industry knowledge and experience,
background, race, gender and other distinctions between Directors.
These differences will be considered in determining the optimum
composition of the Board and when possible would be balanced
appropriately. All Board appointments shall be made on merit, in
the context of the skills, experience, independence and knowledge
which the Board as a whole requires to be effective.

Risk Management
The detailed policy may be accessed at www.vlsfinance.com

Pursuant to the requirement of Clause 49 of the Listing Agreement,
the Company has formed Risk Management Policy to ensure
appropriate risk management within its systems and culture. The
Company operates in a competitive environment and is generally
exposed to various risks at different times such as technological
risks, business risks, operational risks, financial risks, etc. The
Board of Directors and the Audit Committee of the Company shall
periodically review the Risk Management Policy of the Company
so that the Management controls the risk through properly defined
network.

The Company has a system based approach to business risk
management backed by strong internal control systems. A strong
independent Internal Audit Function at the corporate level carries
out risk focused audits across all businesses, enabling identification
of areas where risk managements processes may need to be
improved. The Board reviews internal audit findings, and provided
strategic guidance on internal controls, monitors the internal control
environment within the Company and ensures that Internal Audit
recommendations are effectively implemented.

The combination of policies and procedures adequately addresses
the various risks associated with your Company’s businesses.

Anti-sexual harassment mechanism
The detailed mechanism may be accessed at www.vlisfinance.com

The Company has in place an Anti-Sexual Harassment Policy in
line with the requirements of The Sexual Harassment of Women
at the Workplace (Prevention, Prohibition & Redressal) Act, 2013.
All women employees interalia (permanent, contractual, temporary,
trainees) are covered under this policy.

The Internal Complaints Committee is headed by the Woman
Director on the Board. There were no complaints received from

any employee during the year under review and no complaints
were pending as on 31/03/2015.

Nomination and Remuneration Policy
TITLE:

This Policy shall be called ‘VLSF Nomination and Remuneration
Policy.’

OBJECTIVE:

The provisions in the Companies Act, 2013 and corresponding
provisions in the revamped Clause 49 of the Listing Agreement
have ushered Indian corporate system in to a new era of Corporate
Governance placing onerous governance responsibilities on the
shoulders of the Board of Directors and Key Managerial Personnel
of the Companies.

Section 178 of the Companies Act, 2013 and clause 49 of the
Listing Agreement provide the necessary legal impetus for
companies to have a policy and criteria for various matters like
the remuneration of directors, key managerial persons and other
employees, training of Independent Directors and performance
evaluation of directors.

Considering this it is necessary to ensure quality of persons on
the Board of Directors of the Company as well as in the Key
Managerial personnel, as these are the persons who are entrusted
with the responsibility of policy formulation for, direction to and
execution of the business and operations of the Company.

DEFINITIONS:
Board means the Board of Directors of VLS FINANCE LIMITED.
Company means VLS Finance LIMITED.

Committee means Nomination and Remuneration Committee of
Board of Directors

Director means a person who has been appointed as such on the
Board of the Company and includes Executive as well as Non-
Executive Directors.

Executive Director means a Director who is in the whole time
employment of the Company and includes a Managing Director
as well as a Whole time Director and Manager, if member of the
Board.

Government includes Central Government as well as any of the
State Governments, any statutory authority, tribunal, board or a
governmental or semi-governmental authority or any authority or
agency recognized by the Government.

HR Department means the Human Resource Department of the
Company.

HR Policy means the Policy of the Company defining the criteria
and process for the recruitment, training, appraisal etc. and dealing
with other matters concerning the employees of the Company.

Key Managerial Person means a person appointed as such by
the Board under Section 203 of the Companies Act, 2013.

Nomination & Remuneration Committee means the Committee
of the Board constituted as such under the provisions of Section
178 of the Companies Act, 2013.

Non-Executive Director means a Director who is not in the whole
time employment of the Company and includes an Independent
Director, Promoter Director and Nominee Director.

Policy means this policy, as amended from time to time.

CONTENTS OF THE POLICY:

This Policy contains following:



[ |
VLS
B VLS FINANCE LTD.

)

(1

()

a) Process for the selection and appointment of Directors and
Key Managerial Personnel;

b)  Criteria for determining remuneration of the Directors, Key
Managerial Personnel and other employees of the Company;

c) Training of Independent Directors.

SELECTION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

In case of Executive Directors and Key Managerial Personnel, the
selection can be made in either of the ways given below:

a) by way of recruitment from outside;
b)  from within the Company hierarchy; or
c) Upon recommendation by the Chairman or other Director.

The appointment may be made either to fill up a vacancy caused by
retirement, resignation, death or removal of an existing Executive
Director or it may be a fresh appointment.

In case of Non-Executive Directors the selection can be made in either
of the ways given below:

a) by way of selection from the data bank of Independent Directors
maintained by the Government.

b)  Upon recommendation by Chairman or other Director.

The appointment may be made either to fill up a vacancy caused by
resignation, death or removal of an existing Non-Executive Director or
it may be appointment as an additional director or an alternate director.

QUALIFICATIONS, EXPERIENCE AND POSITIVE ATIRIBUTES OF
DIRECTORS

a) While appointing a Director, it shall always be ensured that the
candidate possesses appropriate skills, experience and knowledge
in one or more fields of finance, law, management, sales,
marketing, administration, research, corporate governance,
technical operations or other disciplines related to the company’s
business.

b) In case of appointment as an Executive Director, the candidate
must have the relevant technical or professional qualifications and
experience as are considered necessary based on the job
description of the position. In case no specific qualification or
experience is prescribed or thought necessary for the position then,
while recommending the appointment, the HR Department shall
provide the job description to the Committee and justify that the
qualifications, experience and expertise of the recommended
candidate are satisfactory for the relevant appointment. In such
circumstances, the Committee may, if considered necessary, call
for an expert opinion on the appropriateness of the qualifications
and experience of the candidate for the position of the Executive
Director.

c) Incase of appointment as a Non-Executive Director, the candidate
must be a graduate or possess diploma or a professional
qualification in the field of his practice / profession / service and
shall have not less than five years of working experience in such
field as a professional in practice, advisor, consultant or as an
employee, provided that the Board may waive the requirements of
qualification and /or experience under this paragraph for a
deserving candidate.

d) The Board, while making the appointment of a Director, shall also
try to assess from the information available and from the interaction
with the candidate that he is a fair achiever in his chosen field and
that he is a person with integrity, diligence and open mind.

PROCESS FOR APPOINTMENT OF DIRECTORS AND KEY
MANAGERIAL PERSONNEL

(A) Process for the appointment of Executive Directors and Key

Managerial Personnel:

a) A proposal for the appointment of an Executive Director /
Key Managerial Personnel with such details as may be
prescribed shall be submitted for the consideration of the
Committee. The proposal with recommendation of committee
will be placed before the Board.

b)  The Board shall, based on the information available in the
proposal and recommendation of committee deliberate upon
the necessity for appointment, expertise, skill and knowledge
of the candidate and reasonableness of the remuneration.

c) The Board may call and seek the help of any other Company
Official including the recommender or a Key Managerial
Personnel while finalizing the appointment. The recommender
shall not take part in the discussion or voting on the
appointment of a Key Managerial Personnel.

Process for the appointment of Non- Executive Directors:

a) A proposal for the appointment of a Non-Executive Director
with such details as may be prescribed shall be submitted
for the consideration of the committee. The proposal with
recommendation of committee will be placed before the
Board.

b)  The Board, based on the information available in the proposal,
shall deliberate upon the necessity for appointment, integrity,
qualifications, expertise, skill and knowledge of the candidate.

(IV) REMUNERATION OF DIRECTORS, KEY MANAGERIAL PERSONNEL

AND OTHER EMPLOYEES

a)

f)

While determining the remuneration of Executive Directors and
Key Managerial Personnel, the Board shall consider following
factors:

i) Criteria / norms for determining the remuneration of such
employees prescribed in applicable statutory provisions and
Company’s internal criteria for remuneration.

i)  Existing remuneration drawn.

iii)  Industry standards, if the data in this regard is available.
iv)  The job description.

v)  Qualifications and experience levels of the candidate,

vi)  Remuneration drawn by the outgoing employee, in case the
appointment is to fill a vacancy on the death, resignation,
removal etc. of an existing employee.

vii) The remuneration drawn by other employees in the grade
with matching qualifications and seniority, if applicable.

The determination of remuneration for other employees shall be
governed by the HR Policy.

The proposal for the appointment of an Executive Director / Key
Managerial Personnel shall provide necessary information in this
regard including recommendation of Committee to the Board in
arriving at the conclusion as to whether or not the remuneration
offered to the candidate is appropriate, reasonable and balanced
as to the fixed and variable portions (including the commission).

The remuneration payable to the Executive Directors, including
the Commission and value of the perquisites, shall not exceed the
permissible limits as are mentioned within the provisions of the
Companies Act, 2013.

The Executive Directors shall not be eligible to receive sitting fees
for attending the meetings of the Board or committees thereof.

The Non-Executive Directors shall not be eligible to receive any
remuneration / salary from the Company. However, the Non-
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Executive Directors shall be paid sitting fees for attending the
meeting of the Board or committees thereof and commission, as
may be decided by the Board / shareholders from time to time.

The Non-Executive Directors shall also be eligible to receive
reimbursement of reasonable out-of-pocket expenses incurred by
them for attending the meetings of the Board, committees or
shareholders, including travelling and lodging & boarding expenses
or such other expense incurred by them regarding the affairs of
the Company on an actual basis.

g) The amount of sitting fee and commission payable to Non-

Executive Directors shall not exceed the limits prescribed therefor
under the provisions of the Companies Act, 2013.
Explanation: For the purposes of this Policy, Remuneration shall
mean the Cost to the Company and shall include the salary,
allowances, perquisites, performance incentive and any other
facility provided or payment made to the employee.

TRAINING OF INDEPENDENT DIRECTORS

The Company shall arrange to provide training to Independent Directors
to familiarize them with the Company, their roles, rights and
responsibilities in the Company, nature of the industry in which the
Company operates, business model of the Company etc.

The training may be provided in any of the ways given below:

a) By providing reading material to the Independent Director(s) giving
all relevant information about the Company, industry and the role
of Independent Directors.

b)  An induction program devised for the Independent Director(s)
wherein structured training is provided to the Independent
Director(s) either exclusively or with other officials of the Company
who are due for such induction / training.

c) Such other manner as may be prescribed by applicable law or
decided by the Board.

INTERPRETATION:

a) Any words used in this policy but not defined herein shall have the
same meaning ascribed to it in the Companies Ac, 2013 or Rules
made thereunder, SEBI Act or Rules and Regulations made
thereunder, Listing Agreement, Accounting Standards or any other
relevant legislation / law applicable to the Company.

b)  The reference to the male gender in the Policy shall be deemed to
include a reference to female gender.

c) In case of any dispute or difference upon the meaning /
interpretation of any word or provision in this Policy, the same
shall be referred to the Committee and the decision of the
Committee in such a case shall be final. In interpreting such term
/ provision, the Committee may seek the help of any of the officers
of the Company or an outside expert as it deems fit.

AMENDMENTS:

The Board of Directors shall have the power to amend any of the
provisions of this Policy, substitute any of the provisions with a new
provisions or replace this Policy entirely with a new Policy.

G. Vigil Mechanism /Whistle Blower

The Company is committed to adhere to the highest standards of
ethical, moral and legal conduct of business operations. Vigil
(whistleblower) mechanism provides a channel to the employees
and directors to report to the management concerns about
unethical behaviour, actual or suspected fraud or violation of the
code of conduct or policy. The mechanism provides for adequate
safeguards against victimization of directors and employees who
avail of the mechanism and also provide for direct access to the
Chairman of the Audit Committee in exceptional cases.

The detailed policy may be accessed at www.vlsfinance.com.

16.

17.

18.

19.

20.

Corporate Governance and Compliance Certificate

We have reported in Annexure-D to this report, the extent of compliance
of Corporate Governance practices in accordance with Clause 49 of
Listing Agreement.

Auditors

The Auditors, M/s. Agiwal & Associates, Chartered Accountants, will
retire at the forthcoming Annual General Meeting. The Company has
received a certificate from the Auditors that they are qualified under
Section 139 of the Companies Act, 2013 to act as the Auditors of the
Company, if appointed. Concurring to the recommendation of the Audit
Committee, the Board of Directors recommends their appointment. The
Board may also be authorised to fix their remuneration. In terms of
Section 139 (2) read with Rule 6 of Companies (Audit and Auditors )
Rules, 2014, the present auditors can be appointed for two consecutive
terms of one year each starting from present proposal before being
subjected to compulsory rotation of Auditors.

Auditors’ Report

The observations made by the Auditors, with reference to notes on
accounts for the year under report, have been adequately dealt with in
the relevant Notes forming part of Financial Statements and need no
further comments from Directors.

Secretarial Audit Report

According to the provision of Section 204 of the Companies Act, 2013
read with Rule 9 of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014, the Secretarial Audit Report
submitted by Company Secretary in Practice is enclosed as a part of
this report as Annexure-E.

Statutory Information

During the year under review, the Company did not absorb any new
technology or carried out any R&D related activity for this purpose.
However, use of energy efficient devices, wherever possible, in
conducting business of Company is part of administration policies. The
detailed disclosure is enclosed as Annexure- F to this report.

. The shares of the Company are presently listed at BSE Ltd.
(formerly, The Bombay Stock Exchange, Mumbai), The National
Stock Exchange of India Ltd., Mumbai, The Calcutta Stock
Exchange Ltd., Kolkata and The Madras Stock Exchange Ltd.,
Chennai.

. The Company has paid the Annual Listing fees for the year 2015-
2016 to all the aforesaid Stock Exchanges except Madras Stock
Exchange Ltd., Chennai which reportedly is in process of closing
down. Further, no demand has been made from the said exchange
for listing fee till date.

. Your company’s principle business is acquisition of securities;
hence Section 186 of the Act is not applicable.

. Your Company has not issued equity shares with differential voting
rights, ESOP in terms of section 43 and section 62 of the
Companies Act, 2013, during the year under review.

. No revision of financial statements or boards report has been made
in terms of Section 131 of the Companies Act, 2013, during the
year under review.

. Six Independent Directors have been appointed by an ordinary
resolution by the Company in terms of Section 149 of the
Companies Act, 2013. No Independent Director was reappointed
through special resolution during the year under review.

. Disclosure relating to ratio of the remuneration of each director to
the median employee’s remuneration in terms of Section 197(12)
of the Companies Act, 2013 is enclosed as Annexure-G to this
report.
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21,

22.

23.

. The managing director and whole time director (Director-Finance
& CFO) of your company are not in receipt of any remuneration or
commission from any of subsidiary company in terms of Section
197(14) of the Companies Act, 2013.

. There were no orders passed by the regulators against the
Company.

. Senior Management have made all the disclosures to the Board
relating to all material financial and commercial transactions, if
any.

Fixed Deposits

The Company has not accepted any fixed deposit during the year under
review. The Company has no plans to accept any deposits from the
public in the current year.

Human Resources

Employee relations continued to be cordial during the year. The number
of employees stood at 30. The Directors place on record their
appreciation of the devoted service of the employees at all levels. In
terms of the provisions of Section 197 of the Companies Act 2013 read
with the Companies (Appointment and Remuneration of Managerial
Personnel) Rules, 2014, there was no employee during the year drawing
remuneration more than the stipulated amount in the said rules. Your
company has not approved any scheme relating to provision of money
to be held in a trust for the benefit of the employees in terms of section
67(3)(b) of the Companies Act, 2013 during the year under review.

Green initiative in Corporate Governance

As a continuing endeavor towards the Go Green initiative, the Company
proposes to send future correspondences and documents like the notice
calling the general meeting, audited financial statements, directors’
report, and auditors’ reports etc. in the electronic form, to the email
addresses provided by the Members and made available to us by the
Depositories. Members who hold shares in the physical form are
requested to register their e-mail addresses and intimate any changes
in their e-mail id, with the Company or with the Registrar & Share Transfer
Agents, RCMC Share Registry Pvt. Ltd. In respect of electronic holdings,
members are requested to register their e-mail addresses with the
Depository through their concerned Depository Participants. However,
in case you desire to receive Company’s communication and documents
in physical form, you are requested to intimate us through email at
hconsul@vlsfinance.com. You may kindly note that as a Member of the
Company, you will be entitled to be furnished, free of cost, a printed
copy of the Annual Report of the Company, upon receipt of a requisition

24.

25.

26.

Place : New Delhi
Date : 11/8/2015

from you, at any time.
Subsidiary Companies

Statement pursuant to Section 129 (3) of the Companies Act, 2013 for
the financial year ended 31/3/2015 in respect of the Subsidiary
Companies, is enclosed with Annual Accounts of the Company.

After coming into effect of the Companies Act, 2013, the definition of
“Associate” covers a Company or Companies in which the Company
holds not less than 20% of the Total Share Capital of that company or
those companies irrespective of whether they are in the same group or
not. Hence, Sunair Hotels Ltd. and BMS IT Institute Private Ltd which
are presently not in the same group, have been considered as Associate.
Even though the Company is in litigation with these companies, in the
opinion of the Company, there is no adverse impact of such litigation on
investments/advances made by it in these associates.

South Asian Enterprises Ltd. ceased to be associate of the Company
upon sale of about 42% stake in said Company to VLS Capital Ltd.
during the year under review.

Separate section on performance and financial position of subsidiary
and associate companies have been provided as Note No. 23 sub-note
17(a) and 17(b) of Notes forming part of Consolidated Financial
Statement in the Annual Report for the year under review.

Consolidated Financial Statements

In compliance of Clause 41 of the Listing agreement, the Consolidated
Financial Statements in accordance with the prescribed Accounting
Standards are annexed to the Audited Annual Accounts for the year
under review.
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Annexure A

FORM NO. MGT 9
EXTRACT OF ANNUAL RETURN
as on financial year ended on 31.03.2015
Pursuant to Section 92 (3) of the Companies Act, 2013 and rule 12(1) of the Company (Management & Administration ) Rules, 2014.

REGISTRATION & OTHER DETAILS:

i CIN

CIN : L65910DL1986PLC023129

i Registration Date

20/01/1986

iii Name of the Company

VLS FINANCE LIMITED

iv Category/Sub-category of the Company

Public Limited Company

\Y Address of the Registered
office & contact details

2nd Floor, 13, Sant Nagar,
East of Kailash, New Delhi- 110065
Phone Nos. 011-46656666
Fax : 011-46656699

Vi Whether listed company

Yes

\ii Name , Address & contact details of the
Registrar & Transfer Agent, if any.

M/s. RCMC Share Registry Pvt. Ltd.,
B-25/1 First Floor,
Okhla Industrial Area Phase-ll,
New Delhi-110020
Phone Nos. 011 — 26387320
Fax 011-26387322
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PRINCIPAL BUSINESS ACTIVITY OF THE COMPANY
All the business activities contributing 10% or more of the total turnover of the company shall be stated

Sl. No. Name and Description of main NIC Code of the % to total turnover
products / services Product / service of the company
1 Investment 9999999 99

PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES

S. No. NAME AND ADDRESS CIN/GLN HOLDING/ % of shares held Applicable
OF THE COMPANY SUBSIDIARY Section
/ASSOCIATE
1 VLS Securities Ltd. U74899DL1994PLC062123 Subsidiary 99.67 2(87)

2nd Floor, 13, Sant Nagar,
East of Kailash, New Delhi- 110065

2 VLS Asset Management Ltd. U74899DL1995PLC065812 Subsidiary 99.15 2(87)
2nd Floor, 13, Sant Nagar,

East of Kailash, New Delhi- 110065
3 VLS Capital Ltd. U67190DL1985PLC022302 Associate 34.50 2(46)
C-561, Defence Colony,
New Delhi- 110024

4 Sunair Hotels Ltd. U74899DL1977PLC008495 Associate 24.14 2(46)
A-7, 1st Floor, Geetanjali Enclave
New Delhi-110017

5 BMS IT Institute Pvt. Ltd. U80301DL2005PTC 139764 Associate 28.24 2(46)
56, Novjeevan Vihar
New Delhi- 110017

SHARE HOLDING PATTERN (Equity Share Capital Breakup as % of Total Equity)
Category-wise Share Holding

Category of No. of shares held at the beginning No. of Shares held at the end %
Shareholders of the year of the year change during
the year
Demat |Physical Total % of Demat | Physical Total % of
total total
Shares Shares

A. Promoters

(1) Indian
a) Individual/HUF 3472115 0 3472115| 8.98% | 3472115 0| 3472115 | 8.98% 0.00%
b) Central Govt.or State Govt. 0 0 0 0.00% 0 0 0| 0.00% 0.00%
c) Bodies Corporates 12581827 29300 | 12611127| 32.62% |13686138 29300 [13715438 |35.48% 2.86%
d) Bank/Fl 0 0 0| 0.00% 0 0 0| 0.00% 0.00%
e) Any other 0 0 0| 0.00% 0 0 0 | 0.00% 0.00%
SUB TOTAL:(A) (1) 16053942 29300 | 16083242| 41.60% |17158253 29300 |17187553 |44.46% 2.86%
(2) Foreign
a) NRI- Individuals 0 0 0| 0.00% 0 0 0| 0.00% 0.00%
b) Other Individuals 0 0 0| 0.00% 0 0 0 | 0.00% 0.00%
c) Bodies Corp. 0 0 0 0.00% 0 0 0| 0.00% 0.00%
d) Banks/FI 0 0 0| 0.00% 0 0 0 | 0.00% 0.00%
e) Any other... 0 0 0| 0.00% 0 0 0| 0.00% 0.00%
SUB TOTAL (A) (2) 0 0 0 0 0 0 0 0 0

Total Shareholding of Promoter
(A)= (A)(1)+(A)(2) 16053942 29300 | 16083242 41.60% [17158253 29300 |17187553 |44.46% 2.86%
B PUBLIC SHAREHOLDING
(1) Institutions

a) Mutual Funds 0 100 100| 0.00% 0 100 100 | 0.00% 0.00%
b) Banks/FI 9000 500 9500 0.02% 9000 500 9500 | 0.02% 0.00%
c) Central govt 0 0 0 0.00% 0 0 0 | 0.00% 0.00%
d) State Govt. 0 0 0| 0.00% 0 0 0| 0.00% 0.00%
e) Venture Capital Fund 0 0 0 0.00% 0 0 0 | 0.00% 0.00%
f) Insurance Companies 0 0 0 0.00% 0 0 0| 0.00% 0.00%
g) FIIS 0 300 300| 0.00% 0 300 300 | 0.00% 0.00%
h) Foreign Venture Capital Funds 0 0 0 0.00% 0 0 0 | 0.00% 0.00%
i) _Others (specify) 0 0 0| 0.00% 0 0 0| 0.00% 0.00%
SUB TOTAL (B)(1): 9000 900 9900| 0.03% 9000 900 9900 | 0.03% 0.00%




