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DIRECTORS’ REPORT: 2006 - 07

the Board of Directors of Inter-connected Stock Exchange of FINAMNCIAL HIGHLIGHTS
India Lid. is pleased to present the Ninth Annual Report for

: The fi ial ance of Inter-connected k
e year ended March 31, 2007 together with the Audited — HEL BN g L skuc

|

| ANNweAL REPDRT ZDDE - 07
——— W T
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Statement of Accounts for the financial year 2006-07,

Table 1 ;: Comparative Financial Performance

Exchange of IndiaLtd. for the year 2006-07, together with the
comparable figures for the four previous years, is presented
below:

(Figs. in Rs. lakh)

2006-07 2005-06 2004-05 2003-04 2002-03

INCOME - B ! |
Addiminnion Feas from trading members 153.05 5.80 0.45 0.50 0.80
Al Subscriptions rading members 83.52 61.51 49.91 52.18 90.77
i bsting Foes 1.18 1.20 1.36 0.8% 1.14
Iranaaction Charges = = = - 0.35
Wiarme from DP Operations 128.42 81.24 38.88 14.80

Wy from Training Programimes 30.24 19.30 - - -
Wi from Research 0.30 - - T -
e from l{el_'lt 48.42 38.34 27.02 15.19

it st 0n Bank Deposits 77.33 63.34 48.46 36.12 3874 |
Oy s 5713 47.00 41.86 35.49 23.69
nelinbursement of expenses by subsidiary company £3.95 75.83 a9.60 85.58 -
Manageiment Services Fees 30.00 30.00 - -

Application {oe & Admission fee for Additional Trading Rights - 2.40 54.72 51.00

Profit on sale of assets ) - 165.06 7 - -
firtal Income 673.55 598.02 362.26 292.75 155.51
ERIENDITURE

Pl Cost 116,73 93.68 57.87 48.23 3948
Adiinistrative & operational expenses 267.47 166.98 134.74 77.94 99.67
[0 L Mpenses . 44.28 36,94 20.95 11.58 -
i Pr[]r,-r;‘ﬂmes Expenses 7.57 346,16 ' = - -
Mg ch Expenses 0.25 . - - -
Wil oyl - . - - 1.91
g it loon 21.74 2824 142.53 143.59 14270
Tl Expanditure 458.04 362.00 356,09 281.34 283.76
Polin/(Loss) before Taxation 215.51 236.02 617 11.41 {128.25)

o] des Wiovision for tax 89.69 21.56 : .
PROFITALOSS) AFTER TAXATION 125.82 214.46 6.17 11.41 {128.25)
' [ higher profit during the year 2005-06 were because of sale of assets of Bs. 165.06 lakhs. If we take out the sales figure, the operational
| (odin Wik out to Rs. 49,40 lakhs as such the exchange showed steep rise in its profits during 2006-07 on the basis of its operations.
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Infer-connecled Stock Exchange of India Limited

The Exchange has improved its financial performance with
its total income rising to Rs.673.55 lakh, up from Rs. 598.07
lakh earned during the year 2005-06. The main contributors
ta the additional income were DP income which had gone up
to Rs. 128.42 lakh in 2006-07 from Rs. 81.24 lakh in 2005-06
and training income of Rs. 30.24 lakh in 2005-07 from Rs,
19.30 lakh in 2005-06. Interest income in 2006-07 was also
higher at Rs. 77.33 lakh compared to Rs.63.34 lakh during the
previous year.

On the expenditure side, the administrative & operational
Expenses and employee cost have shown increase
Lommensurate with the larger scale of activities carried out
during 2006-07, mainly for supporting the new DP branches,
training programmes and Research & publications,

The net worth of your Exchange stood at Rs, 1527.28 lakh at
the end of March 2007 compared to Rs. 1475.52 lakh at the
end of March 2006,

APPROPRIATIONS
Appropriations of the net profit for the period are as under:

[Amount in Bs. lakhs)

| General Reserves

approval at the Annual General Meeting. The total dividend
payout for year 2006-07 (including dividend distribution tax)
was Rs. 39.31 lakh.

MACRO-ECONOMIC REVIEW
Growth Scenario

Sterling performance of services and ma nufacturing sectors
helped the Indian economy to register growth of 9.4 per cent
in 2006-07, as compared to a rise 0f 9.0 per cent during 2005-
D&, the highest increase in 18 years, despite slowdown
toward the close of the year (Table 2). The better
performance during the year under review was largely
contributed hy the manufacturing, services, mining and
quarrying sectors, The other important developments in the
economy has been the increase in domestic saving rate and
capital formation which facilitated the diversified growth in
the economy. It has been projected that GDP growth may be
around 10 per cent during 2007-08.

Trends in Equity Market
Primary Market

Resources raised through the public issues increased by 20.2

12,60 per cent to Rs.32,382 crore during 2006-07 as compared to
Proposed Dividend 33.60 Rs. 26940 crore year 2005-04 (Table 3). The average size of
— issues increased to Rs.272 crore from Rs. 195 crore during the
Corporate Dividend Tax 5,71 corresponding period of the previous year reflecting the
Balance carried to Reserves and Surplus 76.70 entry of large companies in the market. Al isSUes, except
e ) one, during 2006-07 were by non-Government public limited
companies (private sector) and mostly by non-financial
AADEND Companies,
C“”s’“e“‘f‘g the excellent perfarmance during the _ygar Mobilisation of resources through private placement
under review, the Board of Directors of the Company in its : : :
: 5 increased by 50.8 per cent to ks.1,03,16% crore during April-
meeting held on June 16, 2007 recommended a dividend of : 3
; December 2006 over the corresponding period of the
Rs. 4 per equity share of Rs. 1 each (400 per cent), for the year revious year. This was mainly on account of 3 nearly
ended March 31, 2007 and the same will be paid after the P '
0 R 0 DP 0 ] A
(At 1999-2000 prices)
Perce chal over previou ar
Industry ntage change p 5 ye
2005-06 2006-07
1. agriculture, forestry & fishing 6.0 27
2. mining & quarrying 36 a1
3. manufacturing 21 12.3
4. electricity, gas & water supply 53 7.4
3. construction 14.2 10.7
6. trade, hotels, transport and communication 10.4 13.0
7. financing, insurance, real estate & business services 10.9 10.6
4. community, social & personal Services 77 7.8
9. GOP at factor cost 2.0 2.4

=]
—_

Source : C50 & REI

fal |

A, Proapi

1. P
il
1]

oMl
il

il |

(W

B Private
I v
]

L[]

i Pib
]

[IT]

b Toke

iHw

L T T
A LTI

ol 0T I|u|r|||,|

AL LT
b )
B o ——

Ahsatling ool ¢
LU )
Wy bl e
Pobyain niv |

Im w10

laal iyl
I o
Ml
AW o e
Wt A

.



—_— Inter-connected Stock Exchange of India Limited
W Mabilisation of Resources from the Primary Market (Armount in Rupe
;:: - Z'I:ID:E-{}& N 2006-07
No. of Issues Amount No. of Issues Amount
1 2 3 4 ] 5
A, Prospectus and Rights 1ssues® l
s 1. Private Sector (asb) ! 111 21,154 1138 31,600
;gf i) | Financial 11 7,746 9 2,420
Ll 1) | Non-financial 120 13,408 109 29,180
;Er 1 Miblie Sector (aebee) 7 5,786 1 I 782
nd ) | Pl Sector Lirber ek B - - -
he
nd I | Evas A COmijaning 1 ar3 > =
I:jlg W) lmnh-lumm ol it bl i 5413 1 7B2
L T e 138 26,940 119 32,382
O witieh () | Bty 136 26,695 118 31,535
Illli [ i 2 245 3 847
i !
12 B Pityate Pladaimenie
E}f 1 Priviie Becion r 673 29,501 1111 59,796
e i | P bl 281 18,171 450 35,887
;ft )| e Ninancial 392 11,310 Bl 23,209
xd 4 bl sector 108 38,926 84 43,373
o o | Fnancial 84 25,677 7| 35,734
nt i | Mo finandcial 24 13,24% 13 74639
:'" ) totad (142) 781 68,427 1,195 1,03,169
13 CHwiich: ) | Equity 1 150 1 57
()| Dbt 780 68,277 1,194 1,03,112
L Eyiro Issues 48 11,352 A0 17,005
i P owisional |
I * EEcluding offers f:.;rrﬁale
= Wil Nagligible
0 Data pertain to April-Decembser,

g, -

|
[ AnNwer REPDaT 2006 - 07

donibiling of resources mobilised by the private sector entities
W e B, 196 crore fram Rs, 29501 crores. Resources raised
by public sector entities increased by only 11.4 per cent.
Pivie sector entities, thus, raised more resources than
pililie sector entities in contrast to the trend in 2005-06.
I inanclal intermediaries (both from public sector and private
seclon continued to account for the bulk of resource
muobilisation from the private placement market (69.4 per
| oent of the total during April-December 2006 as compared
| with 441 per cent during April-December 2005).

Source: REI policy statement on Macroeconomic and monetary developments in 2006-07, RBI website

The resources raised through Euro issues - American
Depository Receipts (ADRs) and Global Depository Receipts
(GDRs) - by Indian corporates increased by 49.8 per cent 1o
Rs.17,005 crore during 2006-07.

During 2006-07, net mobilisation of resources by mutual
funds increased substantially by 78.1 per cent to Rs.93,985
crore over the previous year (Table 4). Bulk of the net
maobilisation of funds (68.2 per cent of total) was under
income/debt-ariented schemes, while growth/equity-
oriented schemes accounted for 30.0 per cent.

w
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Inter-connected Stock Excharge of indla Limited

Table 4: Resource Mobilisation by Mutual Funds

2005-06 2006-07
Mutual Fund Net Net Net [ Net
Mobilisation & Assets Mobilisation & Assets
1 2 3 4 5

Private Sector 42,977 181,515 72,038 262,079
Public Sector 6,379 20,829 7.621 28,725
uTl 3,424 29,519 7,324 35,488
Total 52,780 2,311,862 93,985 3,26,292
@: Net of redemptions,

Secondary Market

The domestic stock markets recorded further gains during
2006-07. Flis investments in the domestic stock markets
during 2006-07 were lower than a year ago. Mutual funds
investments in the domestic stock markets were also lower
than a year ago.

Major stock indices and sectors showed mixed trends during
2006-07 (Chart 5). On a point-to-point basis, the BSE 500 and
the BSE Mid-cap increased by 9.7 per cent and 0.7 per cent,
respectively, while the BSE Small-cap declined by 1.9 per
cent. Amongst major sectors, oil and gas stocks recorded
gains of 30.5 per cent, followed by bank stocks (24.2 per
cent), IT (21.6 per cent), consumer durables (11.1 per cent)
and capital goods (11.1 per cent). However, losses were
noticed in the fast moving consumer goods sector (21.4 per
cent), auto sector stocks (8.7 per cent), healthcare (5.4 per
centl, metals (4.3 per cent) and PSUs (3.2 per cent) (Table 51,

The price-earnings (P/E) ratio for the 30 sCrips included in the

source: Securities and Exchange Board of lrmlia._i

; |
BSE Sensex declined from 20.9 at end-March 2006 to 20.3 ats
end-March 2007 (Table 6). The market capitalisation of the:
BSE increased by 17.3 per cent between end-March 2006

and end-March 2007.

Total turnover (BSE and NSE) in the cash segment during -

2006-07 at Rs.29,00,830 crore was 21.7 per cent higher than i
that in the corresponding period of 2005-06. Total turnover
(BSE and NSE) in the derivative segment increased by 53.7
per cent during 2006 -2007 to Rs.74,15,448 crore. Corporate
performance also provided support to the market,

Profits after tax of corporates fmprbued sharply in each of the
first three quarters of 2006-07. Profits after tax of select non-
Government non-financial companies increased by 48.7 per
cent during April-December 2006 on ta p of 36.8 per cent
growth recorded in the corresponding period of 2005. Ratin
of profits after tax to sales improved to 11.0 per cent during |
the guarter ended December 2006 from 8.6 per cent a year
ago(Table &).

Table 5: Stock Market Indicators

BSE MNSE
Indicator - I
2004-05 2005-06 2006-07 2004-05 2005-06 2006-07
1 2 3 4 5 & | 7

BSE Sensex/ S&P CNX Nifty~ _

End-period 5493 11280 13072 | 2036 [ 3403 3822
| Average ' 5741 8280 12277 1805 2513 3572 ||

Violatility# (Per cent) - 11.2 16.7 2.0 11.3 15.4 10.5
?Hatin (end-period)~ 15.6 209 20.3 14.6 20,3 18.;_

Turnover (Rupees crore) 518716 8,146,074 9,656,185 [ 1.40,071 1 5.69.55.6 19,44, 645

Market Capitalisation

{Rupees crore) (end-period) _ 16,598,429 30.22,190 | 35,435,041 15,85,585 28,1320 33,567,350

*.Far 30 scrips included in the BSE Sensex and 50 scrips included in the S&F CNX Nifty
| #:Volatility is measured by coefficient of variation.

Source: Bombay Stock Exchange Limited (BSE) and National Stock Exchange of India Limited (NSE)
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Table &: Corporate Financial Performance

(Growth rates in per cent)

Imer-connecied Stock Exchange of India Limited

2006 2005-06 2006-07
e | @ | a2 | 02 | o4 Q1 Q2 Q3
] b 6 7 i 4 10 1 12

Wi\ aa| es| 64| 132 195 258 %2 03 |
1] 263 [ 16.0 16.3 127 189 246 266 EE.EI-_

i 16.7 44 74| 10.2 132 149 16.4 16.8

0 454 320 191 21.2 16.6 334 454 518

LY i7.7 135 -2.0 45 38 19.9 18.0 1.9

i A 48.7 | 5-1_-.2 75| 2?.1:!' 151 ur 404 58.5

Suloct Raztios (Per cent)

138 1 16.1 131 130 12.8 12.7 | 15.6 159 | 158

g1 m1 8.6 5.5! a6 B.7 108 10 11.0

61 74 6.0 6.2 6.2 73 7.2 TH a0

23 21 2.2 21 21 1.7 2.2 20 20

16.4 l 129 16,6 16.2 16.2 137 | 13.9 128 J 125

» [Amuntin Rupeas crore)

2251 1,833 I 2355 | 2,361 . 2 366 2415 2,228 2,263 2,256

579,881 | 60662 | 104,608 | 212603 219,088 | 249971) 234610 251125 260,064

406284 | 564337 | 166872 | 183,717 188934 | 218511 1,95,556 209437 216,053

22044 | 24,557 T.a3r T84T 7,748 8.340 8,449 8,892 9,172

79937 | 108432 ( 25577 27620| 28135 31682 36,567 40,041 41,169

13,0851 14,937 4231 4 467 4 555 4,348 5083 5141 5,162

52601 | T5460 . 16.726 16,168 18,790 218634 24,845 el 28,685

ver the correzponding peniod of the previous year,
(3] onwards are based on the abridged results of Ihe sample non-Gevernment non-financial

L bbb i Il s e Bt i months period may not add b the quarterly totals due o difference in the number of companies covered.

Source: RBI policy statzment on Macroeconomic and monetary developments in 2006-07, RB1 websile




Inter-connected Stock Exchange of India Limied

OPERATIONS OF THE EXCHANGE
(il Membership Details postcorporatization

The details of the promoter stock exchanges which have
subscribed to the Memorandum and Articles of Association
of the Exchange and paid for the fully-paid shares of the

Exchange are giveninTable 7

Table 7: Subscribers to the Memorandum and Articles of
Association of the Company

No. of Sub-
st shan_a-s | scription
No. Promoter Stock Exchange subscribed| amount
for (Rs.)
1. | Bangalore Stock Exchange Ltd 70,000 | 70,000/-
2. | Cochin Stock Exchange Lid. 70,000 70,000/
3. | Coimbatore Stock Exchange Ltd. 70,000 F0,000/-
a. | Gauhati Stock Exchange Ltd. 70,000 | 70,000/
5. | Jaipur Stock Exchange Ltd, 40,000 | 40,000/
&. | Madras Stock Exchange Ltd. 30,000 SD,DOG;'_-
_:-'_ Magadh Stock Exchange Association 70,000 ?D.DEIEH_-
8. | Mangalore Stock Exchange 70,000 ?D,G-UU:
9. - Saurashtra Stock Exchange Lid. 70,000 ?D,DUGI:
10 Uittar Pradesh Stock Exchange Ltd, 70,000 70,000/~
Total 6,30,000 | 6,30,000/-

Table 8. Status of Trading Members

| Position as on 31.03.2005 r92
 Fresh F{egistr_ation 81
Resignation 49
Transfer 4
 Default 12 B
EX[JUlSiD_U ) 0
| Position ason 31.03.2007 208
Change (+/- 16

Table 9: Geographical distribution of Trading Members

As on date, thirteen stock exchanges are the shareholders of
Inter-connected Stock Exchange of India Ltd.

(i} Trading Membership

The status of registration of trading members on the
Exchange is all given in Table 8 there were 808 trading
members as on 31st March 2007,

The distribution of the trading members across the different
geographical regions of the country as on March 31, 2007 is
as given in Table 9. As such the western region has the
highest number of members,

Table 10: Growth in DP Operations

: Trading
No. J_R.n.aglon b Members|
1 |West | Goa,Gujarat, Maharashtra 334
2 |North | Haryana, Jammu & Kashmir, New Delhi,
Punjab, Rajasthan, Uttaranchal
| and Uttar Pradesh | j_?.‘?
3 |East Asgzam, Bihar, Jharkhand, Orissa
andwest Bengal 253
4 |South | Andhra Pradesh, Karnataka, Kerala
and Tamilnadu 83
5 |Central| Jharkhand, Chattisgarh
and Mgdtwa Pradesh 11
Total 208
(iii} Listing

During the financial year 2006-07, ane new company viz,
Maven Biotech Limited was listed on the exchange. As at the
end of March 2007, there were 12 companies listed on the
Exchange and recorded, total market capitalization of Rs.674 |
crore (previous year: Rs.633 crora). |

There was no trading on the ISE platform during the year.
under review

(iv) DPOperations

The growth in DP Operations during the last three years of
operations of the Exchange in terms of the number of demat
accounts opened and number of instructions executed s
presentedinTable 10,

The gross income from the DP business has increased from
Rs5.87.24 lakh in 2005-06 to Rs.128.42 lakh in 2006-07, which

Particulars 2006-07 2005 - 06 2004 - 05
Income (Rs. lakh) 128.42 81.24 38.88
Expenditure (Rs. lakh) 4428 36.94 20,95
Net Income (Rs. lakh) 84.14 44.30 17.93 J
No. of beneficiary accounts 17,459 11,522 6,755
No. of instructions processed B,68,198 932,832 TE0424
r;ln}. of collection centres 104 44 28
Mo, of P branches & b 4
Mo, of investar points 3 3 2
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Inter-connected Stock Exchange of India Limited

raprasents an increase of 58 per cent, | ikewise, there was a
#0 par cent rise in the net iIncome from DP pperations in the
yiar under review compared to the previous year (Rs.84.14
lakh during 2006-07 and Rs.44,30 lakh during 2005 0é). The
pumber of P accounts opened with the Exchange grew from
14,024 In 2005-06 1o 17,459 In 2006-07

iiter-connacted Stock Exchange of India Ltd, is registered as
i Clearing houss GF with National Securitios Dapositary Ltd
(NSDL) and a commercial DP with Central Depository
Sorvices (ndia) Lid, (COSL),

vl Tralning Programina

(e training courses conducted by the Exchange are aimed

twlile Mo 11 Detalls of training programmes conducted in 2006-07

at preparing the professionals for the capital market. These
courses are conducted not from the point of pure
commercial interest, but also with the objective of improving
the level of knowledge on the various aspects of the capital
market. The Exchange believes that it is essential for all the
participants operating in the capital market to be fully aware
of not only the operational aspects related to day-to-day
functioning, but also the regulatory framework governing the
operations of the intermediaries and their clients in the
capital market. Training and education, therefore, are seen by
your Exchange as initiatives to improve the skill level in the
market.

Details of training programmes conducted during 2006-07
are giveninTable No. 11

4 Programme Duration Par::‘:;;:m
| 1NNy L eabivias - April 8 & 9, 2006 20
i Lajhiity, [arhvitigin, P sinal Flnain Manning & Portiolio Management April 22, 23, 29, 30 & May 7 11
B[ Uwagabhingy o mbiss s April 22, 23, 29 & 30, 2004 g |
4 A sk P (e e ate Couime on Capitel Market. May & - 30 May, 2004 40
L | 1"7 ﬁ#hhqql (81 Cajiital imarkim May 13, 2006 30
B iy R GOt se G e vativos May 20 and 21, 2006 17
] iy Iy Y ity Crparalions May 23 and 24, 2006 29
] ¢ iy s T e R e unimmental & Technical Analysis May 27 and 28, 2004 20
w |- iy ortineate course on COmiphance way 28, 2006 14
(0| iy WOPRIOp N Depokitory Dperations — May 29 and 30, 2006 37
0 | uision, Durivatives Portfollo Management & Personal Financial Planning | June 3,4, 10, 11 & 18, 2006 18 |
U] il Marko (iwo il hall dlay) June 10, 11 & 12, 2006 14
V0| iRty ity June 17 - 18, 2006 18
WA | D ins - Futures & Options June 24 - 25, 2006 14
Ih | Pulmieeal & Techoical Analysis luly 8 &9, 2006 B
1L ok P Time Certificale Course on :_:qpﬁal Miarket luly 10 - Aug 7, 2006 32
11 Pauitien, Detvatives, Portfolio Management & Personal Financial Flanning luly 15, 16, 22, 23 & 2%, 2006 8
1| Drivatives - P & QO July 29 & 30, 2006 14
W Compliance Regquirements for Stock Brokers & Sub-brokers July 30, 2006 i 16
B | NCEM EBF Dperathons ) July 7 & 8, 2006 15
00| Gl Mot (bwio and hall day) August 4 to 6, 2006 13
00 Wbl unds August 5 & 6, 2006 29 |
081 N Wik Bart Time 1:ur!|f|1:_ale Course on Capital Market August 10 to Sept. 1, 2006 16
0| B, Derivatives, Pnrlrulr.r;-{u-!_é'ﬁagement & Personal Financial Planning AuUgust 12, 13,19, 20, & 26, 2006 12
B iy Denvatives August 19 & 20, 2006 or
Bh | it aned R O - Septermnber 2 & 3, 2006 13
B0 | Ui e on l'-.-'lumimnd September 9 & 10, 2006 48
56 L 0 ek et Time Cartificate Course on Capital Market September 4 to 25, 2006 12
S0 Ll e on Equities, Derivatives, Portfolio Management
B Pl Financial Manning september 16 to 30, 2006 9
B0 et Courss oh Fundamental & Technical Analysis September 23 & 24, 2006 19
W | e G Wasalth Management September 23 & 24, 2004 1"
3| ey, Capial Market, Kolkata september 23 & 24, 2006 9
W Ceeeste Couies on Commodity, Derivatives septernber 30 & October 1, 2006 12
M | Dy vos and B R O October 7 & 8, 2006 19
l | Mt Funds October 7 & 8, 2006 20
™ 113
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33_ Programme Duration Pa rﬂglp‘:nts
36 | 3 -Week Part Time Certificate Course on Capital Market October 3 to 20, 2005 o7
37 | IPO Processes & Regulations October 14 & 15, 2008 15
38 | Fundarmental & Technical analysis October 14 & 15, 2006 07
39 | Derivatives Novernber 4 & 5, 2004 12
40 | 3 -Week Part Time Certificate Course on Capital Market November & - 24, 2004 21
41 | Equities, Derivatives & Portfolio Management November 11 - 25, 2006 12
42 | Complance for Broker & Sub-broker November 12, 2006 13
43 | Fundamental & Technical Analysis Movember 18 - 19, 2006 &
44 | Commedity Derivatives November 25 - 26, 2008 7
45 | Mutual Funds MNovember 25 & 24, 2006 8
46 | 3 -Week Part Time Certificate Course on Capital Market Dec. 4 - 27, 2006 8
47 | Derivatives - F&OD Dec. 16 = 17, 2006 )
48 | |PO-Process & Regulations lan & - 7, 2007 8
49 | 3-Week Part Time Certificate Course on Capital Market Jan § - 27, 2007 15
50 | Mutual Funds Jan 13 - 14, 2007 g

| 51 | Wealth Management lan 20 - 21, 2007 11
32 | Derivatives Jan 20 - 21, 2007 10
53 | Capital Market - Diploma & certificate course at Pune Jan & - March 10, 2007 an
54 | Capital Market - 3 day at Oracle, Bangalore lan 24-28, 2007 'd
a3 | Mutual Funds 10 - 11 Feb. 10
34 | Equities, Derivatives & Portiolio Management 10 - 25 Feh. O
57 | Fundamental & Technical Analysis 17 - 18 Feb,

| 58 | Derivatives 17 — 18 Feb. 16
29 | Buy-back, Takeover, Mergers & Acquisitions 24 - 25 Feh, 7
60 | Capital Market - Diploma & Certificate courses at Pune 10 Fab - 7 April 2007 34

| &1 | DP Operations, Corporation Bank, Mumbai 26— 27 Feb 30
62 | D.P. operations - Corporation Bank, Mumbai 1-2 March ao
&3 | 3-Week Part Time Certificate Course on Capital Market 7 =27 Mar 15
&4 | IPO Processes & Regulations 10 - 11 Mar.
65 | Wealth Management 17 — 18 Mar.
66 | Mutual Funds 24 - 25 Mar. 1|
&7 | Capital Market - Gracle, Bangalore 17 = 21 Mar. 4

The training department has also tie-up with Indira Institute
of Management, Pune an accredited institute by NBA, to start
Certified / Diploma course in the Capital Market for various
market intermediaries and management students. The
course has been conducted in the month of January and
February 2007. The exchange will further continue to
conduct programmes in collaboration with other recognised
institutions,

The exchange conducted seven in-house programmes for
different organisations in the year 2006-07. Training
department is aggressively marketing to conduct more such
programmes in the future.

(vi) Research

The Research cell started functioning from April 2006, when
the first issues of V Share and ISE 500 were launched. Both
these publications are fortnightlies. While v Share analyses a
particular industry along with the major companies, ISE 500
offers a statistical update of important financial parameters
141

of 500 large cap, medium cap, small cap and micro cap
companies. The cell also publishes NISE (Newsletter of the
Exchange). Apart from this it has also started providing
research tools like ‘Techni trade - Equities’ and "Techni trade -
Derivatives' based on technical analysis .

The research cell has also introduced a separate section
titted "value bites' in its v Share magazine. The section
undertakes Discounted Cash Flow (DCF) valuation of the
selected stocks. The cell is having tie up with Capital Market
etc. for providing data & other related material for market
research,

(vii) Settlement Guarantee Fund

The Exchange maintains a Settlement Guarantee Fund (SGE)
as per the norms stipulated by SEBI. The corpus of the SGF
has grown from Rs.24.70 crore as at March 31, 2006 to
Rs.26.09 crore as at March 31, 2007. The details of the SGF
are giveninTable 12,

ol
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iy iwvestor Protection Fund and Investor Services

il

Ihis rvestor Protection Fund (PF) and Investor Services
Furd 05F) are maintained by the Exchange in accordance
with thie norms stipulated by the SERL Detalls of these funds
i given In Tabla 13

(1) Investors Grievances Cell

(e vestors' Grievances Coll attends o all complaints
Iodgind by (e Invesiorns againgt racing members, as we il Bs
agalnet companies, Every COmplaing in foliowed up promptly
with the concermed respondant and concilianon msstings
A AfTAnEed batween the parties, i reguied, to resolve the
it W Buch conoigtion sior does not lead o an
aiileable settiarmnl. tha peries are advised to refer the
TR A T L

(P IveRion' Sevices Committes monitorns the status of
(venior jrlovanenn and takes appropriote declsians for
T T T T ol the cases, whenever
{00 o g el

TR T R T

P b Wil repardd 1o legal cases filed by the trading
by o wiatwhile trading members against the
Pathime along with the comparative position for the
RN i, (8 fiven in Table 14

Table 12: Status of Settlement Guarantee Fund

Regarding the five cases pending against the Exchange at the
beginning of the year 2006-07, adequate legal measures to
defend the Exchange are being taken.

There are no arbitration cases pending against the Exchange.
FUTURE PROSPECTS

In addition to strengthening and streamlining the current
activities of DP, Research and Training, the Exchange had
proceeded to expedite the demutualisation process of Stock
Exchange.

OFFICE INFRASTRUCTURE

The head office of the Exchange is situated at Vashi, Navi
Mumbai. Apart from the head office. There are eight branch
offices at Ahmedabad, Coimbatore, Kolkata, Delhi, Nagpur,
Patna, Hyderabad and Tirunelvelli, which are staffed by the
personnel appointed by the Exchange. These branch offices
offer DP services to clients and brokers, providing
administrative and technical support to trading members
located in thase regions.

INSURANCE

All assets and properties of the Exchange at the head office,
branch offices and the investor points are provided
adequately insurance cover.

(Figures in Rs. crore)

o e 31.3.2007 | 31.3.2006 |
| Cash contribution from promoter Exchanges 1.30 1.30
| 8OF admission fees pald incash by trading members | 5.65 517
| ‘ iac of trading members maintained in the Fc;rm of cash 7.73 6,38
i AMC of trading members maintained in the form of FDRS/ BGs/ securities 3.43 4.04
fi AMC of trading members maintained in the form of undertakings from the promoter Exchan EES 297 3.07
i imerest accrued on the cash component of SGF - 50 4.74
Total corpus 26.09 24.70

Table 13: Status of Investors Protection Fund (IPF) and Investors Services Fund (I5F)

Investors Protection Fund (IPF) {(Figures in Rs.}
particulars 2006-07 200506
Opening balance 98,588 94, 669
m.rrmubn during thc ﬁar 1,750 3919
Closing balance as on March 317 100,338 98,588
Investors Services Fund (I5F) (Figures in Rs.)
particulars 200607 |  2005-06
Opening balance 23,17,018 6,85707
Accration during the year 104,735 16,31,311
(Less) Expenses incurred on Investor Awareness Frogramimes -
(Less) Expenses incurred for refund {168,394} -
{Less) Tranéfer to P&EL (for claims serviced) {621,625) _ -
Closing balance as on March 31 1631734 | 23,17,018
115
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PARTICULARS OF THE SUBSIDIARY COMPANY The investment of the Exchange in the subsidiary (at Rs. 5.50

) ; ) crore) has not changed during theyear under review,
As required under Section 212 of the Companies Act, 1956,

annexed hereto are copies of the Audited Statement of
Accounts for the year ended March 31, 2007, Report of the
Board of Directors and the Report of the Auditors for the year
ended March 31, 2007 for ISE Securities & Services Ltd., the

DIRECTORS' RESPONSIBILITY STATEMENT

Pursuant to the provisions of Section 217(2A4) of the il
Companies Act, 1956, the Directors confirm that in the

wholly-owned subsidiary of the Exchange. The statement of preparation of the annual accounts for the financial year O
the holding company’s interest in the subsidiary company as ended March 31, 2007:

specified under sub-section (3) of Section 212 of the a.
Companies Act, 1956 also forms part of this Annual Report,

Firg
LHin

the applicable accounting standards have been followed
and no material departures have been made from the
Same;

ISE Securities & Services Ltd (ISS). has registered a total
income of Rs.738.24 lakh for the year 2006-07, which shows b,
a7.0 per centincrease over the figure of Rs. 684.62 achieved
in 2005-06. On the other land the expenditure increased from
Rs. 469.26 lakh to Rs.561.42 lakh by 20 per cent resulting in a
reduced profit i.e. form Rs. 113 lakh to Rs. 74 lakh the main

appropriate accounting policies have been formulated
and applied consistently and have made judgments and
estimates that are reasonable and prudent, so as to Eive
a true and fair view of the state of affairs of your |
Exchange as at March 31, 2007 and Profit & Loss Account

reason attributable for this decline is the additional for the year ended March 31, 2007- ol
expenditure which was incurred due to the shift to Direct R |
Dealing Business Mode! (D2BM) as directed by SEBI through .. proper and sufficient care has been taken for the 1
SEBI (Stock Broker and Sub-broker) Regulations, 2003. maintenance of adequate accounting records in Fa
Table 14: Details of Legal Cases | II
Bediod | Pending at the ' Fresh cases filed Resolved Pending at the end .
beginning of the year during the year during the year of the year
2004-05 5 11 10 5 - :
2005-06 & Nil 1 5
2006-07 5 il | Nil | 5 ! 2
Table 15: Details of Board Meeting LY
Meeting No. Date Venue ‘
= &2 May 27 2004 Registered Office of the Exchange 1
63 June 24, 2004 Registered Office of the Exchange
| 6id AUgUst 5, 2006 Hotal Days Inn, Vashi Navi Mumbai = | -
&5 September 15, 2004 Hotel Samrat, Mear Churchgate, Mumbai ‘ Nl
i B september 22, 2006 Hotel Days Inn, Vashi Navi Mumbal ]
| 67 Decamber 2, 2006 Registered office of the Exchange 1
68 March 9, 2007 Hotel Avion, Near Airport i
&9 ADHI 29, 2007 /May 1%, 2007 Hotel Atithi, Vile Parle, Mumbai J
B 70 Iune 16, 2007 Hotel Tansit, Vile-Parle ,Mumbai il ‘ t
71 June 27,2007 | Hotel Atithi, vile Parle, Mumbai |

Table 16: Changes in Directors during 20056-07

Date of appointment /

Sr. No. Name of Director Particulars resignation/ retirement

| 1 Shri P V. Narasimham Re-appointed as Public Interest Director Sept.29, 20048

2 Dr.5.D. Israni Re-appointed as Public Interest Director Sept 29, 2006

3 Dr. M. Y. Khan Re-appointed as Public Interest Director Sapt. 29, 2006

4 Shri P ) Mathews Re- appointed as Shareholder Director Sept. 29, 2004
| 5 shriR. M. C. Rodrigues Re-appointed as Shareholder Director Sept. 29, 2006
| 6 Shri. M. K. Anandakumar Re-appointed as Shareholder Director sept. 29, 2004

7 Shri K.D. Gupta Appointed as Shareholder Director Sept. 29 2006

) ShriT. M.T. Mayar Appointed as Sharehaolder Director Sept. 29, 2008
| 7 Shriv. R. Bhaskar Reddy Appointed as Shareholder Director Sept. 29, 2004

10 ShriJambw Kumar Jain Appointed as Trading Member Director Sept. 2% 2006
16
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accorgance with the provisions of the Companies Act,
1956, for safeguarding the assets of the Exchange and for
preventing and detecting frauds and other irregularities,
and;

o, the annual accounts have been prepared on a going-
concarn hasis.

BOARD OF DIRECTORS

From April 1, 2006 till date, ten meetings of the Board of
Directors were held, as detailed inTable 15.

Tahle 17; Details of Committees

Inter-connected Stock Exchange of india Limited

The changes which have taken place in the Board of
Directors from.april 1, 2004 till date are presented inTable 16

14.CONSTITUTION OF THE STATUTORY AND
OPERATIONAL COMMITTEES

The Exchange constituted the various Statutory and
Operational Committees, as required by SEBL. Details of the
camposition of these Committees for the year 2006-07, as
well as for the previous year, are given inTable 17.

Central Arbitration Panel
| 2006-2007 2005-2004
18 -
NO. MName Category Mame Category

B

h

b

Mo,

lustice (Retd.) A B. Palkar

PI.I.I:IE'E Representative

J_ustiu:e (Retd.) & D, Tated

Mon-trading member, Chairman

| justice (Retd.) (SMT) Katy Keti Baam

_ Public Representative

Dr. . K. Bhatia

Non-trading member

Shri, T.0.Joshi.

Public Representative

Dr. B asthana

Mon-trading member

[, B.5amal

Public Representative

shri v, H. Pandya

Non-trading member

shiri _N.C.min.

Pubiic Hepresente_:_t_iue

shri J. J. Bhatt

Mon-trading member

ahirl, 1.1.Bhatt

Public Representative

Shri Kirit P piehta

Na:_‘u-tradlng member

Shri, Kirit F‘: !‘u'IEhta.

Public Representative

Shri Sunil Dalal

' Mon-trading member

Lhirl. Subhash Chaajad

Public Representative

shri Subash Chhajac

Nan-trading member

fhrl. Sanjeev Khemani,

Trading Member

shri Sanjeay Khamani

Trading member

fihrl, Ganesh Shanbag

| Trading Member

shri Ganesh Shanbhag

Trading member

Mame

SNEL TN, T, Nayar
Shri /. M. Joshi
. Shatlendra Narain.

Shri. Subhash Chhajad

Shri, G.D.Mundra

Defaults Committee
2006-2007 2005-2006
Categt;ryr Name Category
| shareholder Director- Chairman| Shri R. M. Joshi non-trading member, Chalrman

Public Representative

Dr. Sailendra Marain

Mon-trading member

Fublic Representative

shri Subash Chhajad

Man-trading member

Public Representative Shri R. H. Sarma Mon Trading member
Trading Member shri G, D. Mundra Trading member ]

| Shrl, V.Shankar,

Nama

Shrl, K.D.Gupta

Shrl, 7. 0, Joshi

Shil, ), ). Bhatt

shrl, A Lahir

Shiel, Jayant Vidwans

Shrl V. Shankar

Managing Director

Shri v shankar

Managing Director

Disciplinary Action Committee

2006-2007

2005-2006

Category

MName

Category

Shareholder Director- t;h.airr'rsan4

Justice (Retd.) A. D. Tated

| Non-trading mernber, Chairman

Public Representative
Public Representative
Public Representative
Trading Member

ranaging Director

Shri 1. 1. Bhatt
D, Shailendra Narain

Mon-trading member

Mon-trading member

Shri Javant Vidwans

Trading member

Shriy. Shankar

Managing Director
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Screening (i.e. Membership Selection] Committes

2006-2007 2005-2006
Sr.
No. Name Category MName Category
1 Shri R. M. Joshi Public Representative — Chairman| Shri R M. Joshi Non-trading member, Chairman
2 Shri. A, Lahiri Public Representative Prof. PV, Narasimham Public Interest Director
3 Prof. P. V. Marasimham Public Interest Director, Shri 8. 0, Israni Public Interest Director
4 Dr. M.Y.Ehan. Public Interest Director. Prof, R. H. Sarma Mon-trading member
5 Shri v, Shankar Managing Director, Shri . Shankar Managing Director
Audit Committea
2006-2007 2005-2006
5r.
MNo. Name Category Mame Category
1 Shri R. M. C. Rodrigues Shareholder Director, Chairman| Shel R, M, ¢ Rodrigues Shareholder Director, Chairman
2. Dr.5.Duisrani PuUblic Interest Director Dr. M. Y. khan Public Interest Director
3 DrM.Y.Khan Public Interest Director Dr. 5. 0. Israni Public Interast Director
4 Shiri. B 1L Mathew Shareholder Director
Ethics Committee
2006-2007 2005-2006
Sr.
No. Name Category Name Category
1 Prof. P V. Marasimham Pubilic Interest Director Prof. P. V. Marasimham Pubilic Interest Director
z Dr. M. Y. Khan Public Interest Director Dr. M. ¥. Khan Public Interest Director
3 Shri. MK Anandakumar Shareholders Director Dr. 5. D. lsrani Public Interest Director
4 Shri vt Shankar Managing Director Shiri v, Shankar Managing Director
Investors Services Committes
2006-2007 2005-2006
Sr.
No, Name Category Mame Category
1 Dr. 5. D. Israni Public Interest Director- Chairman| Dr. M. Y. Khan Public Representative, Chairman
2 Prof, B V. Narasimham Public Interest Director Prof. F. V. Marasimham Fublic Representative
3 Shri, Pl.Mathew Shareholders Director Or. 5. D Israni Public Representative
4 shriv. Shankar Managing Director Shri . Shankar Managing Director
_SEBI Inspeciion Com e Com
2006-2007 2005-2006
&I
Mo. Name Category Mame Category
1 Cr. M, ¥, Khan Fublic Interest Director- Chairman | Or. M. Y. Khan Public Representative, Chairman
|2 Shri, R.M.C.Rodrigues. Sharehaolders Director Prof. B V. Marasimham Public Representative
3 Dr, 5.0 Israni. Public Interest Director Dr. 5. Lo Israni Public Representative
a Shareholders Director Shri V. Shankar Managing Director

shri P Mathew

e
=]
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Human Resource Committee,

‘ o 2006-2007
Mame Category

| 1 Prof, P . Narasimham Public Representative-Chairman
' 2 T shri R;:udlpll Fmﬂﬁgues. Shareholders Director

3 shri. R. Sadanandam , Public Representative.
i 4 . shri R.MLJoshi, Public Hepresenfativ&
| & shrl. V. Shankar, Managing Director
AUDITORS Exchange have endeavored to adhere to the highest levels of

M/s A ). Shah & Co., Chartered Accountants, were appointed
by the Members of the_Exchange in the Eighth Annual
teneral Meeting as statutory auditors of the Exchange to till
thie conclusion of the Ninth Annual General Meeting.

Ihe Auditors' Report relating to the accounts for the year
shded March 31, 2007 does not contain any qualification.

PARTICULARS OF EMPLOYEES

Ihir Exchange had total staff strength of 47 on its roll as on
March 31, 2007, In addition, 24 contractual / outsourced staff
are working for the Exchange. However, none of the
wmployees was in receipt of remuneration in excess of the
lliniits specified in Section 217(24) of the Companies Act,
19, and as such no disclosure is required to be made in the
Plraciors Report.

STATUTORY DISCLOSURE OF PARTICULARS

ihe disclosures required in terms of Section 217(1)(e) of the
Campaniies Act, 1956, read with the Companies (Disclosure
ol particulars in the report of the Board of Directors) Rules,
\ull, regarding Conservation of Energy, Technology
Absorption, Foreign Exchange Earnings and Outflows, do not
Apply to the Exchange, and therefore, no details have been
provided.

CORPORATE GOVERNANCE

Ihi Exchange is committed to following good corporate
governance practices. The Board of Directors, Chairman,
Managing Director and the entire staff working for the

corporate governance,
PUBLIC DEPOSIT

The Exchange has not accepted any deposit from its
shareholders or the public,

ACKNOWLEDGEMENTS

The Board of Directors of the Exchange wishes to place on
record its deep sense of gratitude to SEBI for the suppart and
encouragement extended to the Exchange. The Board of
Directors also thanks all the promoter exchanges and the
trading members for their unstinted support and continued
ca-operation.

The Exchange would like to take this opportunity to express
its sincere thanks to all its valued customers for their
continued patronage

Thanks are also due to the officers and staff of the Exchange
who have displayed dedication and commitment in
implementing the decisions of the Board and in carrying out
the day-to-day operations in a sincere manner.

By order of the Board of Directors

Sdf-
Date : July 05, 2007 P. V. Narasimham
Place : Vashi, Navi Mumbai Chairman




AUDITORS' REPORT

The Members,

Inter Connected Stock Exchange Of India Limited.
{(Re-registered u/s. 32 of Companies Act, 1956)

1.

2.

We have audited the attached Balance Sheet of Inter Connected Stock Exchange of India Limited (Re-registered u/s. 32 of
Companies Act, 1956) as at 31" March, 2007 and also the Profit and Loss Account for the pericd ended 31" March, 2007 These
financial statements are the responsibility of the management of the company. Our responsibility is to express an opinion on
these financial statements based on our audit,

We have conducted our audit in accordance with auditing standards generally accepted in India, Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatements. An audit includes examining, on a test basis, evidence supparting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management as
well as evaluation of the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

As required by the Companies (Auditor's Report) Order, 2003, issued by the Central Government in terms of Section 227{44) of
the Companies Act, 1956, we enclose in the Annexure a statement on the matters specified in the paragraphs 5 and 6 of the said
Order.

Further we report that:

i. We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for
the purpose of our audit;

ii. In our opinion, proper books of account as required by law have been kept by the company so far as appears from our
examination of those books;

iii. TheBalance Sheet, Profit and Loss Account dealt with by this report are in agreement with the books of account;

iv. In our opinion the Balance Sheet, Profit and Loss Account dealt with by this report comply with the Accounting Standards
referred toin sub-section (3C) of section 211 of the Companies Act, 1956 to the extent applicable to the company;

v, Inour opinion and to the best of our information and according to the explanations given to us, the said accounts, read with
note No.8.1inschedule 15 of the financial statements regarding change in the accounting policy in case of Dealer Admission
Fees, and read together with the Significant Accounting Policies and the Notes forming parts of accounts, give the
information required by the Companies Act, 1956, in the manner so required and give a true and fair view in confarmity with
the accounting principles generally accepted in India:

a. Inthecaseof Balance Sheet of the state of affairs of company as at 31" March, 2007.
and

b, Inthe case of Profit and Loss Account of the profit for the period ended 317 March 2007,

FOR A. J. SHAH & COMPANY,

Chartered Accountants

{Hiren Shah)
Partner
Membership No. 100052

Flace : MUMBAI
Date :June 1&, 2007
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Inter-connected Stock Exchange of India Limited
Annexure to the Auditor's Report

With reference to the Annexure referred to in paragraph 2 of the report of the Auditors' to the Members of Inter-Connected Stock
Exchange of India Limited (Re-registered u/s. 32 of Companies Act, 1954) on the accounts for the period ended 31° March,
2007, we report that:
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The nature of the Company’s business/activities during the period have been such that clauses (i), (viii), (xiii), and (xiv) of
paragraph 4 of the Companies (Auditor’s Report) Order, 2003 are not applicable to the Company.

{a) The Company has maintained proper records showing full particulars including quantitative details and situation of its
fixed assets.

() Allthe fixed assets have been physically verified by the management during the year. According to the information and
explanations given to us no material discrepancies were noticed on such verification,

(c)  Thecompany has notdisposed off substantial part of fixed assets during the year.

The Company has not granted or taken any loans, secured or unsecured, from companies, firms or other parties covered in
the register maintained under Section 301 of the Companies Act, 1956 and accordingly the sub-clauses (a), (b),(c), (d), (&), ()
and (g) of clause (ili) are not applicable to the company.

In our opinion, and according to the information and explanations given to us, there are adequate internal control procedures
commensurate with the size of the Company and nature of its business with regard to purchase of fixed assets and for the
sale of services. The activities of the Company do not invalve Purchase of inventory and sale of goods. During the course of
our audit, we have not observed any continuing failure to correct major weaknesses in internal controls,

According to the information and explanations given to us, there were no contract or arrangements during the year that need
10 be entered in the register maintained under Section 301 of the Companies Act, 1956 and accordingly sub-clause (b) of
clause (v} is not applicable to the company.

According to the information and explanations given to us, the Company has not accepted any deposit during the year from
public within the meaning of the provisions of Section 584 and Section 58AA of the Companies Act, 1956 and the rules
framed there under, Hence, clause 4{vi) of the Order is not applicable.

I our opinion, the internal audit functions carried out during the year by a firm of Chartered Accountants appointed by the
management have been commensurate with the size of the Company and the nature of its business.

According to the information and explanations given to us and on the basis of our examination of the books of account,

(@) TheCompany has generally been regular in depositing with appropriate authorities undisputed statutory dues including
Provident Fund, Employees' State Insurance, income-tax, Sales-tax, Wealth tax, Custom Duty, Excise Duty, Cess and
other statutory dues with the appropriate authorities during the period,

(b} According to the information and explanation given to us, there are no dues of sales tax/ income tax/ customs duty/
wealth tax/service tax/ excise duty and cess, which have not been deposited on-account of disputes.

The company does not have any accumulated losses. The company has not incurred any cash losses during the period, under
audit,

Inourapinion and according to the information and explanation given to us, during the year the Company has not defaulted in
repayment of dues to banks.

According to the information and explanation given to us, the Company has not granted any loans and/or advances on the
basis of security by way of pledge of shares, debentures and other securities,

According to the information and explanation given to us, the company has not given any guarantees for loans taken by
others from banks and financial institutions.

According to the information and explanation given to us, there are no term loans obtained by the Company,

According to the information and explanations given to us and on an overall examination of the balance sheet of the
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company, funds raised on short-term basis have, prima facie, not been used during the period for long-term investment (fixed
assets, etc.,}

Xv.  The Company has not made any preferential allotment of shares to parties and companies covered in the register maintained
under section 301 of the Companies Act, 1956,

xvi.  The Company has not issued any debentures during the year.
®vil.  The Company has not raised any money by public issues during the year.

wiill.  According to the information and explanations given to us, no fraud on or by the Company was noticed or reparted during the
year,

FOR A. J. SHAH & COMPANY,
Chartered Accountants

sd/-
{Hiren Shah)

Partner

Membership No. 100052

Place : MUMBAI
Date : lune 16, 2007
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Inter-connected Stock Exchange of India Ltd.

(Re-registerad u/s. 32 of Companies Act, 1956)

Balance Sheet as at March 31, 2007

Inler-connecied Stock Exchange of India Limited

Schedule As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
Sources of funds
Shareholders’ funds
Share Capital 1 840,000 840,000
Reserves and Surplus 2 210,78% 783 200,862,230
Unsecured Loans 3 22,000,000
Deferrad Tax Liabilitng{Net)
(Refer Note 13 of Schedula 15) 9326928 765,059
| Total 220,956,711 233,467,289
Fixed assets 4
Gross block (at cost) 52,751,906 51,552,152
Liss: Depreclation 14,217,314 14,020,139
Mirt block 36,534,592 37.532,014
Capltal work-in-progress 1,610,378 -
38,144,970 37,532,014
Iinvestments 5 63,200,000 64,200,000
Current Assets, Loans and Advances
Currant Assets
Canh and Bank Balances [ 256,747,930 253,062,973
Sundry Debtors 7 2,583,924 1,967,984
Loang and Advances a 25,018,34% 35,491,415
284,350,223 290,522,372
Losn Current Liabilities and Provisions
Current liabilities 9 147, 410,373 154,471,428
Provisions 10 17,328,109 4 315 649
164,738 482 158,787,096 ]
Nt Current Assets 119,611,741 131,735,274
I
| Profit and Loss Account -
Total 220,956,711 233,467,289
Slgnificant Accounting Policies
nnd Motes forming part of the Accounts 15

As per our attached Report of even date

FOR A, ). SHAH & COMPANY,
Chartered Accountants

s/
(Hiren Shah)
Partner
Miembership Mo, 100052

Mace: MUMEAI
Date ; June 16, 2007

For and on behalf of Board of Directors

sclf-
P. V. Narasimham
Chairman

&/
Milind Nigam
Assistant Company Secratary

Flace: MUMBAI
Date ; June 14, 2007

sd/-
V. Shankar
Managing Director
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Inter-connected Stock Exchange of India Ltd.

(Re-registerad w's. 32 of Companies Act, 1958)

Profit and Loss Account for the period April 01, 2006 to March 31, 2007

Issued,
{8,40,00

Year ended Period ended
Schedule March 31, 2007 November 24, 2005 to
(Rupees) March 31, 2006 (Rupees)
Income
Inceme from Operations 11 33,761,366 2,359,461
Other Income 12 33,594,044 6,744,369 |
Total 67,355,410 16,103,830
Expenditure
Employee Costs 13 11,672,709 1.922,67%
Administration and Operational Expenses 14 31,957,593 10,991,870
Depreciation/amortisation 2,220,134 766,464
Less | Adjusted against Capital Reserve [dé,460) (11,529)
(Refer Note 7 of Schedule 15)
2,173,674 754,935
Claims serviced 621,625 .
Less: Transferred from Investor Senvice Fund ) 1621,625) - -
Total 45,803,976 13,669, 484
Profit before tax 21,551,434 2,434,345
Less : Provision for taxation
- Current tax (including taxation provision 9,215,000) (1,600,000)
on interest credited to earmarked funds account of
Rs. 2,062,985/~ (previous year: Rs.1,245,819/))
- Deferred Tax Adjustrment 438,131 (A86,041)
- Fringe Benefit Tax (192, 158) (69, 767)
Net profit after tax 12,582,407 278,537
Add: Balance brought forward from last year 278,537 -
Profit available for Appropriation 12,840,944 278,537
Less: Proposed Dividend 3,360,000
Less: Tax on Proposed Dividend 571,032 3,931,032
Less: Transfer to General Reserve 1,240,000 .
Balance carried to the Balance sheet 7,669,912 278,537
Earning Per Share (Rs.) (Basic & Diluted) 14.98 0.33
Significant Accounting Policies and Notes forming
part of the Accounts 15
As per our attached Report of even date For and on behalf of Board of Directors
FOR A. J. SHAH & COMPANY,
Chartered Accountants
sa/- sdf-- sdf-
P. V. Narasimham V. Shanka
(Hiren shah) Chairman Managing Director
Partner
Membership No. 100052
Place: MUMBAI
Jate : June 16, 2007
self-
Milind Nigam
Assistant Company Secretary
Place: MUMBAI

Date : June 14, 2007
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Inter-connected Stock Exchange of India Ltd.

[Re-registered u's, 32 of Companies Act, 1858)

Schedules forming part of Accounts

SCHEDULE 1; SHARE CAPITAL

Iner-connected Stock Exchange of India Limited

Authorised Capital

Particulars As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
2,000,000 2,000,000
(20,00,000 Equity shares of Re 1/- each)
Issued, Subscribed And Paid Up 240,000 840,000
(8,40,000 Equity shares of Re 1/- each fully paid up)
Total 840,000 840,000

SCHEDULE 2 : RESERVES & SURPLUS

Particulars As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
PART A RESERVES & SURPLUS (before November 24, 2005)
Froe Reserves
Frofit & Loss Account Balance
Ciprning Balance 11,888,319 21,167,337
Liss | Deferred Taxation adjustment on account of
ikl adoption of Accounting Standard 22. - 19,279,018)
Total Free Reserves 11,888,319 11,888,319
Capital Reserves
lifrastructure Development Contribution
Chpaning Balance 21,900,000 91,900,000
A Additions during the year . N
Lins Dedluctions during the year - -
1,200,000 21,900,000
Natworking Equipment Contribution
Halance transfermad from erstwhile Company,
fnter-connected Stock Exchange of India Ltd., limited by gaurantee 1,565,062 1,576,591
Lo - Adjustiment towards Depreciation (Refer Note 7 of Schedule 15) 46,460 11,529
1,518,602 1,565,062
Disaler Admission Fees
| Opening Balance 38,328,857 38,328,857
Add: Additions during the year . -
Lods: Deductions during the year - =
(Rufer Note 15.4 of Schedule 15) 38,328,857 38,328,857
Total Capital Reserves 131,747,459 131,793,919
Total of PART A | RESERVES & SUﬁPLLIS 143,635,778 143,682,238




Infer-connected Stock Exchange of India Limited

PART B : RESERVES & SURPLUS (after November 24, 2005)
Free Reserves

Temporary Overdraft against Company’'s Bank Fixed Deposits

Profit & Loss Account Balance 7,669,912 278,537
General Reserves
As per last Balance Sheet = -
Add: Trasnfer from Profit & Loss Account 1,260,000 E
1,260,000 -
Total Free Reserves 8,929,912 278,537
Capital Reserves
Dealer Admission Fees
Balance as per Balance Sheeat 2,750,000 -
Add: Received during the period . 2,750,000
Less : Transferred to PA&L (Refer Note 8.2 of Schedule 15) 2,750,000 -
Total Capital Reserves - 2,750,000
Total of PART B : RESERVES & SURPLUS 8,929,912 3,028,537
Particulars As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
PART C : EARMARKED RESERVES
Settlement Guarantee Fund
Opening Balance 51,735,849 A8 428,363
Add: Additions during the period: (accretion by way of interest of 4,758,171 3,307,486
Rs.3,994,171/-, (previous year: Rs.2,439,464/~) net of income tax of
Rs. 20,27 602/ (previous year Rs. 1,237,084/-) for the period on
deposits etc made out of such funds in accordance with the
Rules and Bye-laws of the Company, contributions from the
Dealers: Rs.7,15,000/- (previous year: Rs. 1,95,000/-),
contributions from Traders: Rs. 45,000/- (previous year Rs. 10,000/
54,492,020 51,735,849
Investor Protection Fund
Opening Balance 98,588 98,338
Add: Additions during the period (accretion by way of appropriation
from the listing fee income during the period) 1,750 250
100,338 98,588
Investor Services Fund
Opening Balance 2.317.018 1,727,850
Add ; Additions during the period 104,735 589,168
Additions during the period: Rs.Nil ({previous year: RS, 568,267/~ on
transfer of credit balances of expelled trading members) and
accretion by way of interest of Rs. 105,118/~ net of income tax
Rs.35,383/- (previous vear: RS, 15,9207/~ net of income tax
Rs. 8,733/, for the period on deposits, etc made out of such funds
in accordance with the Rules and Bye-laws of the Company
and appropriation from listing fee income during the period:
Rs. 35,000/, previous year: Rs.5,000/-))
Less ; Expenses incurred for refund (148,394)
Less : Transfer to PE&L (for claims serviced) (621,625) -
Less | Expenses incurred on Investor Awareness Programme - -
1,631,734 2,317,018
Total of PART C : Earmarked Reserves 58,224,093 54,151,455
|
Total Reserves and Surplus (TOTAL OF PART A+B+C) 210,789,783 200,862,230 I
SCHEDULE 3 : UNESEURED LOANS
Particulars As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
- 22,000,000

Total

22,000,000
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Intar-connected Stock Exchange of India Limited

SCHEDULE 5 : INVESTMENTS

s : Particulars

As at March 31, 2007 (Rupees)

Long Term Investments d

I the shares of the wholly-owned subsidiary company,
ISE Securities & Services Limitad

(5,500,000 equity shares of Rs.10/- each, fully paid up)

Current Investments
In Mutual Funds (unquoted, lower of net asset value or cost)

- HSBC Advantage India Fund (312958 units)

- 5Bl Blue Chip Fund (100000 units)

- Standard Charterag Grindlays Bank Fund (150000 units)
(Total Net Asset Value = gg, 8,943,573/,

previous year (Rs. 2,652 548/-))

As at March 31, 2006 fmpees]]

55,000,000 55,000,000

8,200,000

9,200,000

| Total

63,200,000

L 64200000 0
i

SCHEDULE 6 : CASH & BANK BALANCES

Particulars

As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)

Cash-in-hand
Bank Balances:
With Scheduled Banks

- in Current Accounts
* in Free Fund Accounts

958,081 1,600,858
* in Earmarked Fund Accounts (Refer Note 11 of Schedule 15) 144,245 153.821
- in Deposit Accounts
* in Free Fund Accounts 101,038,843 110,010,282
* in Earmarked Fund Accounts {Refer Note 11 of Schedule 15) 154,604,751 141,298,003
Total 256,747,930 253,062,973
SCHEDULE 7 : SUNDRY DEBTORS
Particulars As at March 31, 2007 (Rupees) | As at March 31, 2005 (Rupees)
Unsecured
Debts outstanding for a period exceeding six months
- Considered Good 62,000 -
- Considered Doubtiul 133,695 -
Other Debts
- Considered Good 2,521,924 1.967 984
- Considered Doubtiul 13,770 - |
2,731,389 1,967,984 '
Less | Provision for Doubtful Debis 147,465 -
| Total 2,583,924
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SCHEDULE 8 : LOANS & ADVANCES

Inter-connected Stock Exchange of India Limited

Particulars As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
Unsecured Considered Good
Advances given to the subsidiary company/ expenses recoverable from 3,569,847 24,350,407
subsidiary company
Trade Deposits 4,623 496 4,098,104
Advances recoverable in cash or kind or for value to be received 1,435,365 BL9,998
Staff advances 368,264 176,797
Advance Tax/ Income Tax refund receivable 15,021,397 6,006,109
Total 25,018,369 35,491,415
SCHEDULE 9 : CURRENT LIABILITIES
' Particulars As at March 31, 2007 (Rupees) | As at March 31, 2006 (Rupees)
Sundry Creditors
small 5cale Industrial undertakings (Refer Note 4 of Schedule 15) - .
- Others 5,518,052 4,822,091
5,518,052 4,822,091
ket Deposit frorm Subsidiary Company 4,400,000 1,278,200
Refundable Deposits as per the Rules and Bye-laws of the Company
Base Minimum Capital of trading members 77,345,059 63,774,260
Settlement Stabilisation Fund 13,000,000 13,000,000
Alvance towards admission fees, annual fees, etc from
lrading members, pending registration / approval of SEBI 43,362 365 71,596 876
Deposiory Participant income received in advance 3,784,897 .
Total 147,410,373 154,471,428
SUMEBLULE 10 : PROVISIONS
Particulars As at March 31, 2007 (Rupees) | As at March 31,2006 (Rupees)
Giratiity &14,52% 352,973
Fimployees' Leave G80,672 265,646
I Kpinses 145,004 292,532
Honus 1,121,870 4179
Taxation 10,815,000 1,600,000
fnlos tax - 1,100,339
Proposed Dividend 3,360,000 -
Ty on Proposed Dividend 571,032 3
Total 17,328,109 4,315,669
SCHEDULE 11 : INCOME FROM OPERATIONS
For the period ended
Particulars (P ":gu“ﬁ;z:i:s} November 24, 2005 to
. 4 March 31, 2006 (Rupees)
[Wipository Participant (DP) Operations 12,842 158 3,232.987 [
fralning Programmes 3,024,390 1,030,519
Subscription for Research Publications 30,01 -
Annual Subscription from trading members 8,351,750 1,803,583
Listing Fees 117,500 40,266
Helmbursement of Expenses from Subsidiary Company 6,395,557 2,246,726
Minagement Services Feg 3,000,000 1,005,380
Total 33,761,366 9,359,461

-



Inter-connected Stock Exchangs of Indla Limited
SCHEDULE 12 : OTHER INCOME

Telep
Printi
P Of
Trainir
Remu
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Power
Board
Rent, |
Repalr
Repair
Travel
Postag
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Bank Ci
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Pl
filon Ta
Buinitry |
Total

For the period ended
Particulars il 8 November 24, 2005 to
i March 31, 2006 (Rupees)
Gross Interest on Bank Deposits (TDS © Rs. 2,983, 800/-,
Previous Year ; Rs. 880,369/ ) 11,833,591 h,522.997
Less ; Interest earned on Earmarked Funds (net of Income
Tax Rs. 2,062,985/, previous year: R5.1,245,819/-) 4,100,204 2577979
7,732,685 2945018
. | Admission Fees: (Refer Note & of Schedule 15) 15,305,001 180,000
Dividends from Mutual Funds 134,374 51,454
Dividend from Subsidiary Company 2,750,000 -
Interest on short-term loan from subsidiary company 1,122,621 65,096
interest on delayed payments from trading members 68,415 514,842
Rent (TOS © Rs. 1,086, 684/-; Previous Year ; 394,125/-) 4,842,400 1,483,047
Miscellaneous Income
{including prior year income: Rs.1,28,143/-, previous 1,345,521 549,411
year: Nill
Connectivity Charges 75,625 270,000
sundry credit balances, written back 214,200 65,905
Profit on sale of computer - 519,596
Total 33,594,044 6,744,369
SCHEDULE 13 : EMPLOYEE COST
For the period ended For the period énded
Particulars March 31, 2007 (Rupees) November 24, 2005 to
: March 31, 2006 (Rupees)
Salaries and allowances 2488330 1,979,129
[Met of recovery: Rs, 1,25,12,473/-, previous year: Rs. 33,53,218/-]
Contribution to Provident and other funds 23,771 170,247
[Net of recovery : Rs. 912,045/, previous year: Rs. 147,933/
Leave Encashment 1257 .593) {98,748)
[Met of recovery: Rs. 422,927/~ previous year: Rs. Nil/-|
Gratuity 370,145 (363,487)
[Net of recovery: Rs. 154,305/ previou year: Rs. Mils-]
Staff welfare 1,348,036 235,539
Total 11,672,709 1,922,679
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Inter-connected Stock Exchange of India Limited
SCHEDULE 14 ; ADMINISTRATIVE & OPERATIONAL EXPENSES

rricur e oty | Novembar 2 200 o
2 March 31, 2006 (Rupees)

Telephone and Fax 1,107,768 320,002
Printing and Stationery 4,569,345 1,627,315
DF Operations 4,428,385 1,218,082
Training Programmes 756,709 1,924,718
Remuneration to Auditors (Refer Note 3 of Schedule 15) 404,064 262,362
Legal and Professional Charges 1,897,986 835,039
Power, Fuel & water Charges 2,876,918 BRZ612
Board / Committee Meeting 241,890 185,040
Rent, Rates and Taxes 2,894,251 471,759
Repairs and Maintenance - Leasehold Premises 331,149 110,216
Repairs and Maintenance - Others 2,150,796 547 159
Travelling and Conveyance 1,182,726 337 M8
Postage and Courier 3,480,414 1,073,006
Security 412,988 139,336
Insurance 78,593 3,758
Advertisement and Publicity 3,289 099 34,081
ooks, Newspapers and Periodicals 57,684 20,436
Vahicle Maintenance 123,775 45 804
lank Charges 13,188 1,432
Miscellaneous Expenses 878,107 167,528
Lodging & Boarding Exp 182,138 -
losearch - Printing Charges 25,000 -
g Debts 399,093 -
Frovision for Doubtful Debts 147,445

Sled Tax 28,060 -
Sundry balance written off - 184,268
Total : 31,957,593 10,991,870




Inter-connecied Stock Exchange of India Limiled

Inter-connected Stock Exchange of India Ltd.
(Re-registered ufs, 32 of Companies Act, 1956)

Schedules forming part of Accounts

SCHEDULE 15 : SIGNIFICANT ACCOUNTING POLICIES AND NOTES FORMING PART OF THE ACCOUNTS

1.
1.1

1.2

1.3

1.4

1.5

1.6

1.7

Significant Accounting Policies

Basis of preparation of Financial Statements

The accompanying financial statements have been prepared using the historical cost convention in accordance with
generally accepted accounting principles and the provisions of the Companies Act, 1956, Accounting policies are
consistently applied, except where a newly issued accounting standard is initially adopted or a revision to an existing
accounting standard requires a change in the accounting policy hitherto in use,

Use of Estimates

The preparation of the financial statements, in conformity with the generally accepted accounting principles, requires
estimates and assumptions to be made that affect the reported amounts of assets and liabilities on the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. The differences between
actual results and estimates are recognised in the period in which the results are known / materialised,

Revenue Recognition

Admission fees, annual fees and contributions towards the Settlement Guarantee Fund received from trading members
are accounted on the basis of the date of grant of registration certificate by SEBI, as it signifies the conclusive point of entry
of trading members into the Company.

In appropriate circumstances, revenue is recognised when no significant uncertainty as to determination and realisation
exist.

The revenue in respect of a settlement is accounted on the funds pay-in date of the settlement,

The interest income on investments of the Earmarked Funds, being accretions to the said funds, is credited to the funds, in
accordance with the Rules, Bye-laws and Regulations of the Comparny,

Fixed Assets

Fixed Assets are valued at cost. They are stated at historical cost including incidental expenses. The improvements to
leased premises have been capitalised along with leasehald premises.

Depreciation and Amortisation

i, Depreciation is provided on straight-line basis at the rates prescribed in Schedule X1V to the Companies Act, 1956.
ii. Depreciation on assets acquired/purchased during the period is provided on pro-rata basis.

lii. ~Leasehold Land and Premises, including improvements, are amortised over the period of the lease.

iv. Depreciation on networking equipment is charged to the Networking Equipment Contribution in the proportion of the
total capital costincurred and the amounts recovered from trading members (Refer Note 7).

v.  Intangible assets, comprising computer software, have been amortised on a straight-line method over 3 years from
the year of acquisition or installation.

Borrowing Costs

Borrowing costs attributable to the acquisition of a fixed asset upto the date it is ready for use are capitalised as part of the
costof the fixed asset. Other borrowing costs are recognized as expenses in the period in which theyareincurred.

Investments

Investment in the subsidiary company being of long-term nature is stated at cost and no loss Is recognised in the fall of its
net worth unless it is a permanent fall. Current investments are valued at lower of cost or Met realisable value of such
investments.

by
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Infer-connected Stock Exchange of India Limited

1.8 Retirerment Benefits
Company's contribution to the provident fund of the employees is charged to revenue, The Company’s liability for gratuity
is funded through Life Insurance Corporation of India (LIC) and is cha rged to revenue on the basis of LIC's actuarial
valuation.
1.9 Settlement Transactions
The transactions pertaining to settlement, which are conducted in afiduciary capacity, do nat form part of the Accounts of
the Company.
110 Networking Equipment Contributions
The recoveries made by the Company from trading members towards the netwaorking equipment cost represent one-time
charges collected towards the ca pital cost of the ne tworking eguipments installed to connect the trading members with
the central computer of the Company and are considered as Capital Reserves.
1.11 Taxation
Frovision for current Income Tax is computed on the taxable income after considering allowances; deductions and
exemptions determined in accordance with the presvailing tax laws.
Deferred tax assets and liabilities are recognised for the timing differences between profit as per financial statements and
the taxable profits based on the tax rates that have been enacted or substantially enacted at the Balance Sheet date,
Deferred tax assets are recognised only if there is reasonable certainty that sufficient future taxable income will be
available against which tax assets can be realised,
112 Accounting for Provisions, Contingent Liabilities and Contingent Assets
AS perAS 29, norms for Provisions, Contingent Liabilities and Contingent Assets, the Company recognises provisions only
when it has a present obligation as a result of past Bvent, itis probable that an outflow of resources embodying economic
benefits will be required to settle thatobligation and when a reliable estimate of the amount of the obligation can be made.
No provision is recognised for any possible obligation that arises from past events and the existence of which will be
confirmed only by that occurrence or non-occurrence of one or more uncertain future events not wholly within the control
ofthe Company,
1.13 Interest receivable on Fixed depositsis subject to confirmations,
2, Managerial Remuneration
April 1, 2005 to November 24, 2005
Particuars March 31, 2007 to March 31, 2006 |
Salaries & Allowances 8,71,548 2,99.648
Contribution to Provident Fund and other Funds 87,155 29,945
Monetary Value of Perquisites MNIL MIL
Commission MIL MIL
Total
0 9,58,703 3,29,613 |
Remuneration to Auditors
April 1, 2006 to November 24, 2005
Particulars March 31, 2007 t0 March 31, 2006
Audit Fees 336,720 202,742
For other services in respect of
Consultancy charges
Others {including certification mattars) -
For Tax Audit 67,344 56,120
For Taxation matters - 3,500
Total 4,04,064 2,62,362 ]
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