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DEFINITIONS AND ABBR EVIATIONS  

 

Unless the context otherwise implies or requires, the terms and abbreviations stated hereunder shall have the 

meaning as assigned below. References to statutes, rules, regulations, guidelines and policies will, unless the 

context otherwise requires, be deemed to include all amendments, modifications and replacements notified 

thereto, as of the date of this Draft Red Herring Prospectus. 

 

Exchange and Selling Shareholder related terms 
 

Term Description 

ñCompanyò, ñExchangeò, 

ñthe Exchangeò, ñBSEò or 

ñIssuerò 

BSE Limited, formerly Bombay Stock Exchange Limited, a public limited company 

incorporated under the Companies Act, 1956 and having its registered office at 25th Floor, P.J. 

Towers, Dalal Street, Mumbai 400 001, Maharashtra, India. 

ñweò, ñusò, or ñourò Unless the context otherwise requires or implies, BSE Limited, its Subsidiaries and its Joint 

Venture, on a consolidated basis. 

ñAdvisory Committee of 

Shareholdersò 

The committee of our shareholders constituted pursuant to a shareholdersô resolution dated 

June 24, 2016. 

ñArticlesò or ñArticles of 

Associationò 

The articles of association of the Exchange, as amended. 

ñAuditorsò or ñStatutory 

Auditorò 

The statutory auditors of the Exchange, being Deloitte Haskins & Sells LLP, Chartered 

Accountants. 

ñAudit Committeeò The audit committee of our Board constituted in accordance with the Companies Act, 2013 

and the Listing Regulations. 

ñBFSIò BFSI Sector Skill Council of India. 

ñBoardò or ñBoard of 

Directorsò 

The board of directors of the Exchange, as constituted from time to time, including any 

committees thereof. 

ñBoard IPO Committeeò The committee of our Board constituted pursuant to the resolution dated May 5, 2016. 

ñBSE Bye Lawsò The bye laws of the Exchange as amended from time to time.  

ñBSE CSRò BSE CSR Integrated Foundation. 

ñBSE Instituteò BSE Institute Limited (formerly known as BSE Training Institute Limited). 

ñBSE Investmentsò BSE Investments Limited. 

ñBSE Rulesò The rules of the Exchange as amended from time to time. 

ñBSE Sammaanò BSE Sammaan CSR Limited. 

ñBSE Skillsò BSE Skills Limited. 

ñCDSLò Central Depository Services (India) Limited. 

ñCDSL Insuranceò CDSL Insurance Repository Limited (formerly known as Central Insurance Repository 

Limited). 

ñCDSL Venturesò CDSL Ventures Limited. 

ñChief Executive Officerò The chief executive officer of the Exchange. 

ñChief Financial Officerò The chief financial officer of the Exchange. 

ñChief Operating Officerò The chief operating officer of the Exchange. 

ñCompliance Officerò The compliance officer of the Exchange for the purposes of the Offer. 

ñCSR Committeeò The corporate social responsibility committee of our Board constituted in accordance with the 

Companies Act, 2013. 

ñDemutualisation Schemeò BSE (Corporatisation and Demutualisation) Scheme, 2005. 

ñDeutsche Boerseò Deutsche Boerse AG. 

ñDirector(s)ò Director(s) on the Board of the Exchange, as appointed from time to time. 

ñEquity Sharesò Equity shares of the Exchange having a face value of `  1 each. 

ñExecutive Directorò An executive Director. 

ñGroup Companiesò Such companies as covered under the applicable accounting standards and also other 

companies as considered material by our Board pursuant to a policy on materiality of group 

companies approved by our Board on September 7, 2016. However, our Board has identified 

that there are no material group companies of the Exchange.For details, please see ñOur 

Group Companiesò on page 187 of this Draft Red Herring Prospectus. 

ñICCLò Indian Clearing Corporation Limited. 

ñIndependent Directorò / 

ñPublic Interest Directorò 

A non-executive, independent Director as per the Companies Act, 2013, the Listing 

Regulations and SECC Regulations. 

ñIndependent Directors / 

Public Interest Directors 

Committeeò 

The committee of Independent Directors / Public Interest Directors of our Board, constituted 

in accordance with the Companies Act, 2013 and the SECC Regulations. 

ñJoint Ventureò or ñAsia 

Indexò 

Asia Index Private Limited, a joint venture of the Exchange with SPDJS. 

ñKMPò or ñKey 

Management Personnelò 

Officers of the Exchange in terms of the ICDR Regulations and SECC Regulations, as 

disclosed in ñOur Managementò on page 169 of this Draft Red Herring Prospectus. 
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Term Description 

ñListing Committeeò A committee of the Shareholders, constituted pursuant to a resolution passed at our AGM 

dated September 25, 2015. 

ñMarketplace Tech Infraò Marketplace Tech Infra Services Private Limited. 

ñMarketplace 

Technologiesò 

Marketplace Technologies Private Limited (formerly known as ENC Software Solutions 

Private Limited). 

 

ñMemorandumò or 

ñMemorandum of 

Associationò 

The memorandum of association of the Exchange, as amended. 

ñNomination and 

Remuneration / 

Compensation Committeeò 

The nomination and remuneration / compensation committee of our Board constituted in 

accordance with the Companies Act, 2013 and the Listing Regulations. 

ñNon-Executive Directorò A Director not being an Executive Director. 

ñOffered Sharesò Up to 29,955,434 Equity Shares being offered by the Selling Shareholders in the Offer. 

ñRegistered Officeò The registered office of the Exchange situated at 25th Floor, P. J. Towers, Dalal Street, 

Mumbai 400 001, Maharashtra, India. 

ñRegistrar of Companiesò 

or ñRoCò 

Registrar of Companies, Maharashtra currently situated at Everest, 5th Floor, 100, Marine 

Drive, Mumbai 400 002. 

ñRestated Consolidated 

Financial Informationò 

The consolidated financial information of the Exchange and its Subsidiaries, its jointly 

controlled entities, and the share of the profit / (loss) of its associate, which comprises of the 

restated consolidated statement of assets and liabilities as at June 30, 2016 and as at March 31, 

2016, 2015, 2014, 2013 and 2012, the restated consolidated statement of profit and loss and 

the restated consolidated statement of cash flows for the three month period ended June 30, 

2016 and for the years ended March 31, 2016, 2015, 2014, 2013 and 2012 and the related 

notes, schedules and annexures thereto included in this Draft Red Herring Prospectus, which 

have been prepared in accordance with the requirements of the Companies Act, 2013, 

Companies Act, 1956 and Indian GAAP and restated in accordance with the ICDR 

Regulations. 

ñRestated Financial 

Informationò 

Restated Consolidated Financial Information and Restated Standalone Financial Information 

collectively. 

ñRestated Standalone 

Financial Informationò 

The standalone financial information of the Exchange which comprises of the restated 

unconsolidated statement of assets and liabilities as at June 30, 2016 and as at March 31, 2016, 

2015, 2014, 2013 and 2012, the restated unconsolidated statement of profit and loss and the 

restated unconsolidated cash flow statement for the three month period ended June 30, 2016 

and for the years ended March 31, 2016, 2015, 2014, 2013 and 2012, and the related notes, 

schedules and annexures thereto included in this Draft Red Herring Prospectus, which have 

been prepared in accordance with the requirements of the Companies Act, 2013, Companies 

Act, 1956 and Indian GAAP, and restated in accordance with the ICDR Regulations. 

ñRisk Management 

Committeeò 

The risk management committee of our Board constituted in accordance with the Listing 

Regulations. 

ñRyersonò BIL ï Ryerson Technology Startup Incubator Foundation. 

ñSelling Shareholdersò Persons listed in Annexure A. 

ñSelling Shareholdersô 

Consent Lettersò 

A consent letter submitted by each of the Selling Shareholders pursuant to the OFS Invitation. 

ñShareholdersò Equity shareholders of the Exchange, from time to time. 

ñShareholder Directorò A Director, not being an Independent Director, who represents the interests of the 

Shareholders, appointed as per the terms of the SECC Regulations. 

ñSingapore Exchangeò Singapore Exchange Limited. 

ñSPDJSò SPDJ Singapore Pte. Limited. 

ñStakeholder Relationship 

/ Share Allotment 

Committeeò 

The stakeholder relationship / share allotment committee of our Board constituted in 

accordance with the Companies Act, 2013 and the Listing Regulations. 

ñSubsidiaryò or 

ñSubsidiariesò 

A subsidiary of the Exchange as of the date of this Draft Red Herring Prospectus, in 

accordance with the Companies Act, 2013, and as set out in ñOur Group Companiesò on page 

187 of this Draft Red Herring Prospectus. 

ñUnaudited Proforma 

Consolidated Condensed 

Financial Informationò 

The unaudited proforma consolidated condensed financial information consisting of the 

unaudited proforma consolidated condensed balance sheet as at March 31, 2016 and as at June 

30, 2016, the unaudited proforma consolidated condensed statement of profit and loss for the 

year ended March 31, 2016 and the three month period ended June 30, 2016, and related 

notes. 

ñUSEò United Stock Exchange of India Limited. 

ñUSE Scheme of 

Amalgamationò 

Scheme of amalgamation of United Stock Exchange of India Limited with the Exchange and 

their respective shareholders and creditors effective from May 14, 2015. 
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Offer  Related Terms 
 

Term Description 

ñAcknowledgement 

Slipò 

The slip or document issued by the Designated Intermediary to a Bidder as proof of registration of 

the Bid. 

ñAllotmentò, ñAllotò 

or ñAllottedò 

Unless the context otherwise requires, the allotment of Equity Shares to successful Bidders pursuant 

to the transfer by Selling Shareholders of Equity Shares to successful Bidders pursuant to the Offer. 

ñAllotment Adviceò The note or advice or intimation of Allotment, sent to each successful Bidder who has been or is to 

be Allotted the Equity Shares after approval of the Basis of Allotment by the Stock Exchange(s). 

ñAllotteeò A successful Bidder to whom the Equity Shares are Allotted. 

ñAnchor Investorò A Qualified Institutional Buyer, applying under the Anchor Investor Portion in accordance with the 

ICDR Regulations. 

ñAnchor Investor 

Allocation Priceò  

The price at which Equity Shares will be allocated to the Anchor Investors in terms of the Red 

Herring Prospectus and the Prospectus, which will be decided by the Exchange in consultation with 

the Advisory Committee of Shareholders and the Managers on the Anchor Investor Bidding Date. 

ñAnchor Investor 

Bidding Dateò 

The day, one Working Day prior to the Offer Opening Date, on which Bids by Anchor Investors 

shall be submitted, prior to and after which the Managers will not accept any Bids in the Anchor 

Investor Portion and allocation to Anchor Investors shall be completed. 

ñAnchor Investor 

Formò 

Form used by an Anchor Investor to Bid in the Anchor Investor Portion and which will be 

considered as an application for Allotment in terms of the Red Herring Prospectus and the 

Prospectus. 

ñAnchor Investor 

Offer Priceò 

The final price at which Equity Shares will be Allotted to Anchor Investors in terms of the Red 

Herring Prospectus and the Prospectus, which price will be equal to or higher than the Offer Price 

but not higher than the Cap Price. The Anchor Investor Offer Price will be decided by the Exchange 

in consultation with the Advisory Committee of Shareholders and the Managers. 

ñAnchor Investor 

Portionò 

Up to 60% of the QIB Portion, which may be allocated by the Exchange in consultation the 

Managers, to Anchor Investors on a discretionary basis in accordance with the ICDR Regulations, 

out of which one third shall be reserved for domestic Mutual Funds, subject to valid Bids being 

received from domestic Mutual Funds at or above the Anchor Investor Allocation Price. 

ñApplications 

Supported by 

Blocked Amountò or 

ñASBAò 

An application, whether physical or electronic, used by ASBA Bidders to make a Bid authorising an 

SCSB to block the Bid Amount in the ASBA Accounts. 

ñASBA Accountò An account maintained with an SCSB and specified in the ASBA Form submitted by an ASBA 

Bidder, which will be blocked by such SCSB to the extent of the Bid Amount specified by a Bidder. 

ñASBA Bidderò All bidders except Anchor Investors. 

ñASBA Formò An application form, whether physical or electronic, used by ASBA Bidders which will be 

considered as the application for Allotment in terms of the Red Herring Prospectus and the 

Prospectus. 

ñAxisò Axis Capital Limited. 

ñBanker(s) to the 

Offerò / ñEscrow 

Collection Bank(s)ò  

The banks which are clearing members and registered with SEBI under the BTI Regulations, with 

whom the Escrow Account(s) will be opened, being [ǒ]. 

ñBasis of Allotmentò The basis on which the Equity Shares will be Allotted, as described in ñOffer Procedure ï 

Allotment Procedure and Basis of Allotmentò on page 532 of this Draft Red Herring Prospectus. 

ñBidò An indication to make an offer during the Offer Period by an ASBA Bidder, or on the Anchor 

Investor Bidding Date by an Anchor Investor, pursuant to the submission of a Bid cum Application 

Form, to purchase, the Equity Shares at a price within the Price Band, including all revisions thereto 

as permitted under the ICDR Regulations and in terms of the Red Herring Prospectus and the Bid 

cum Application Form, and the term ñBiddingò shall be construed accordingly. 

ñBid Amountò In relation to each Bid shall mean the highest value of the Bid indicated in the Bid cum Application 

Form and payable by the Bidder, or blocked in the ASBA Account of the ASBA Bidders, upon 

submission of the Bid in the Offer, less Retail Discount, if any. 

ñBid cum 

Application Formò 

Anchor Investor Form and / or the ASBA Form, as the context requires. 

ñBid Lotò [ǒ] Equity Shares. 

ñBidderò Any prospective investor who makes a Bid pursuant to the terms of the Red Herring Prospectus and 

the Bid cum Application Form and unless otherwise stated or implied, includes an Anchor Investor. 

ñBidding Centresò Centres at which the Designated Intermediaries shall accept the ASBA Forms, i.e., Designated 

Branches for SCSBs, Specified Locations for the Syndicate, Broker Centres for Registered Brokers, 

Designated RTA Locations for RTAs and Designated CDP Locations for CDPs. 

ñBook Building 

Processò 

The book building process as described in Part A, Schedule XI of the ICDR Regulations, in terms 

of which the Offer is being made. 

ñBook Running Lead 

Managersò or 

The Book Running Lead Managers being, Motilal Oswal, SBI Capital and SMC. 
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Term Description 

ñBRLMsò 

ñBroker Centreò Broker centres notified by NSE and the Exchange where ASBA Bidders can submit the ASBA 

Forms to a Registered Broker and details of which are available on the websites of NSE and the 

Exchange as below: 

http://www.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm, and 

http://www.bseindia.com/Markets/PublicIssues/brokercentres_new.aspx?expandable=3 

ñCANò or 

ñConfirmation of 

Allocation Noteò 

The note or advice or intimation of allocation sent to Anchor Investors who have been allocated 

Equity Shares after the Anchor Investor Bidding Dates. 

ñCap Priceò The higher end of the Price Band, i.e. `  [ǒ], above which the Offer Price and the Anchor Investor 

Offer Price will not be finalised and above which no Bids will be accepted. 

ñClient IDò Client identification number maintained with one of the Depositories in relation to the demat 

account. 

ñCo-Book Running 

Lead Managerò or 

ñCo-BRLMò 

The Co-Book Running Lead Manager being, Spark Capital. 

ñCollecting 

Depository 

Participantò or 

ñCDPò 

A depository participant as defined under the Depositories Act, 1996, registered with SEBI and who 

is eligible to procure Bids at the Designated CDP Locations in terms of circular no. 

CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI. 

ñCut off Priceò The Offer Price, as finalised by the Exchange in consultation with the Advisory Committee of 

Shareholders and the Managers, which shall be any price within the Price Band. Only Retail 

Individual Investors are entitled to Bid at the Cut off Price (subject to the Bid Amount being up to `  

200,000, net of Retail Discount, if any). 

ñDemographic 

Detailsò 

The demographic details of the Bidders such as their respective addresses, occupation, PAN, MICR 

Code and bank account details. 

ñDesignated 

Branchesò 

Such branches of the SCSBs which shall collect the ASBA Forms, a list of which is available on the 

website of the SEBI at (www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognized-Intermediaries) 

and updated from time to time, and at such other websites as may be prescribed by SEBI from time 

to time. 

ñDesignated CDP 

Locationsò 

Such locations of the CDPs where ASBA Bidders can submit the ASBA Forms, a list of which, 

along with names and contact details of the Collecting Depository Participants eligible to accept 

ASBA Forms are available on the websites of the NSE and the Exchange (www.nseindia.com and 

www.bseindia.com). 

ñDesignated Dateò The date on which funds are transferred from the Escrow Account to the Public Offer Account or 

the Refund Account, as appropriate, or the funds blocked by the SCSBs are transferred from the 

ASBA Accounts to the Public Offer Account, as the case may be, after the Prospectus is filed with 

the RoC. 

ñDesignated 

Intermediariesò 

Syndicate, Sub-Syndicate/Agents, SCSBs, Registered Brokers, the CDPs and RTAs, who are 

authorised to collect Bid cum Application Forms from the Bidders, in relation to the Offer. 

ñDesignated RTA 

Locationsò 

Such locations of the RTAs where ASBA Bidders can submit the ASBA Forms to RTAs, a list of 

which, along with names and contact details of the RTAs eligible to accept ASBA Forms are 

available on the respective websites of NSE and the Exchange (www.nseindia.com and 

www.bseindia.com). 

ñDraft Red Herring 

Prospectusò 

This draft red herring prospectus dated September 9, 2016, issued in accordance with the ICDR 

Regulations, which does not contain complete particulars of the Offer, including the price at which 

the Equity Shares will be Allotted and the size of the Offer. 

ñEdelweissò Edelweiss Financial Services Limited. 

ñEligible FPIsò FPIs from such jurisdictions outside India where it is not unlawful to make an offer / invitation 

under the Offer and in relation to whom the Red Herring Prospectus constitutes an invitation to 

purchase the Equity Shares offered thereby. 

ñEligible NRIsò NRIs from jurisdictions outside India where it is not unlawful to make an offer or invitation under 

the Offer and in relation to whom the Red Herring Prospectus constitutes an invitation to purchase 

the Equity Shares offered thereby. 

ñEscrow Account(s)ò Accounts opened with the Escrow Collection Bank(s) in whose favour Anchor Investors will 

transfer money through direct credit/ NEFT/ RTGS in respect of Bid Amounts when submitting a 

Bid. 

ñEscrow Agentò Karvy Stock Broking Limited appointed pursuant to the Share Escrow Agreement dated July 5, 

2016. 

ñEscrow Agreementò The agreement to be entered into amongst the Exchange, the Registrar to the Offer, the Managers, 

the Selling Shareholders, the Escrow Collection Bank(s), the Public Offer Account Bank(s), and the 

Refund Bank(s) for collection of the Bid Amounts from Bidders and where applicable, refunds of 

the amounts collected to the Bidders on the terms and conditions thereof. 

ñFirst Bidderò The Bidder whose name appears first in the Bid cum Application Form or the Revision Form and in 

case of joint Bids, whose name shall also appear as the first holder of the beneficiary account held 

http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognized-Intermediaries
http://www.nseindia.com/
http://www.bseindia.com/
http://www.nseindia.com/
http://www.bseindia.com/
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Term Description 

in joint names.  

ñFloor Priceò The lower end of the Price Band, i.e. `  [ǒ], subject to any revisions thereto, at or above which the 

Offer Price and the Anchor Investor Offer Price will be finalised and below which no Bids, will be 

accepted. 

ñGeneral Information 

Documentò 

The General Information Document for investing in public issues prepared and issued in accordance 

with the circular (CIR/CFD/DIL/12/2013) dated October 23, 2013, notified by SEBI, suitably 

modified and included in ñOffer Procedureò on page 495 of this Draft Red Herring Prospectus. 

ñGlobal Co-

ordinators and Book 

Running Lead 

Managersò, 

ñGCBRLM(s)ò 

The Global Co-ordinators and Book Running Lead Managers, being Edelweiss, Axis, Nomura and 

Jefferies. 

ñJefferiesò Jefferies India Private Limited. 

ñManagersò Collectively, the Global Co-ordinators and Book Running Lead Managers, the Book Running Lead 

Managers and the Co-Book Running Lead Manager. 

ñMaximum RII 

Allotteesò 

Maximum number of Retail Individual Investors who can be Allotted the minimum Bid Lot. This is 

computed by dividing the total number of Equity Shares available for Allotment to RIIs by the 

minimum Bid Lot. 

ñMotilal Oswalò Motilal Oswal Investment Advisors Private Limited. 

ñMutual Fund 

Portionò 

5% of the QIB Portion (other than Anchor Investor Portion) available for allocation to Mutual 

Funds only, on a proportionate basis, subject to valid Bids being received at or above the Offer 

Price. 

ñNomuraò Nomura Financial Advisory and Securities (India) Private Limited. 

ñNon-Institutional 

Investorsò 

All Bidders, including Category III FPIs, that are not QIBs or Retail Individual Investors who have 

Bid for Equity Shares for an amount of more than `  200,000 (but not including NRIs other than 

Eligible NRIs). 

ñNon-Institutional 

Portionò 

The portion of the Offer being not less than 15% of the Offer available for allocation to 

Non-Institutional Investors on a proportionate basis, subject to valid Bids being received at or above 

the Offer Price. 

ñOfferò  Initial public offering of up to 29,955,434 Equity Shares of face value `  1 each of the Exchange for 

cash at a price of `  [ǒ] per Equity Share (including a share premium of `  [ǒ] per Equity Share, 

aggregating up to `  [ǒ] million), consisting of an offer for sale by the Selling Shareholders. The 

Offer shall constitute up to [ǒ]% of the fully diluted post-offer paid-up equity share capital of BSE. 

ñOffer Agreementò The agreement entered into on September 9, 2016 amongst the Exchange, the Selling Shareholders 

and the Managers, pursuant to the ICDR Regulations, based on which certain arrangements are 

agreed to in relation to the Offer. 

ñOffer Closing Dateò Except in relation to Bids received from the Anchor Investors, [ǒ], the date after which the 

Designated Intermediaries will not accept any Bids, which shall also be notified in [ǒ] editions of 

[ǒ], [ǒ] editions of [ǒ] and [ǒ] editions of [ǒ] (which are widely circulated English, Hindi and 

Marathi newspapers, respectively, Marathi being the regional language of Maharashtra, where our 

Registered Office is located). 

 

The Exchange in consultation with the Advisory Committee of Shareholders and the Managers, 

may consider closing the Offer Period for QIBs one Working Day prior to the Offer Closing Date in 

accordance with the ICDR Regulations. 

ñOffer Opening 

Dateò 

Except in relation to Bids received from the Anchor Investors, [ǒ], the date on which the 

Designated Intermediaries shall start accepting Bids for the Offer, which shall also be notified in 

[ǒ] editions of [ǒ], [ǒ] editions of [ǒ] and [ǒ] editions of [ǒ] (which are widely circulated English, 

Hindi and Marathi newspapers, respectively, Marathi being the regional language of Maharashtra, 

where our Registered Office is located). 

ñOffer Periodò Except in relation to Bids received from the Anchor Investors, the period from and including the 

Offer Opening Date to and including the Offer Closing Date during which ASBA Bidders can 

submit their Bids, including any revisions thereto. The Offer Period will comprise of Working Days 

only. 

ñOffer Priceò The final price (less Retail Discount, if any) at which the Equity Shares will be Allotted to Bidders 

other than Anchor Investors in terms of the Red Herring Prospectus. The Offer Price will be 

decided by the Exchange in consultation with the Advisory Committee of Shareholders and the 

Managers, on the Pricing Date. 

ñOFS Invitationò Letter dated July 5, 2016 issued by the Exchange to its Shareholders inviting them to participate in 

the Offer. 

ñOFS Schemeò Scheme of participation in the Offer of the Exchange by the Shareholders. 

ñPrice Bandò Any price between and including the Floor Price and the Cap Price, inclusive of revisions thereof.  

 

The Price Band, any Retail Discount and the minimum Bid Lot for the Offer will be decided by the 

Exchange in consultation with the Advisory Committee of Shareholders and the Managers and will 
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be advertised in [ǒ] editions of [ǒ], [ǒ] editions of [ǒ] and [ǒ] editions of [ǒ] (which are widely 

circulated English, Hindi and Marathi newspapers, respectively, Marathi being the regional 

language of Maharashtra, where our Registered Office is located), at least five Working Days prior 

to the Offer Opening Date. 

ñPricing Dateò The date on which the Exchange in consultation with the Advisory Committee of Shareholders and 

the Managers, will finalise the Offer Price. 

ñProspectusò The prospectus to be filed with the RoC in accordance with the Companies Act, 2013 and ICDR 

Regulations, containing, inter-alia, the Offer Price that is determined at the end of the Book 

Building Process, the size of the Offer and certain other information, including any addenda or 

corrigenda thereto. 

ñPublic Offer 

Account(s)ò 

An account opened in accordance with the provisions of the Companies Act, 2013, with the Public 

Offer Account Bank to receive money from the Escrow Accounts and from the ASBA Accounts on 

the Designated Date. 

ñPublic Offer 

Account Bank(s)ò 

The banks which are clearing members and registered with SEBI under the BTI Regulations, with 

whom the Public Offer Account(s) will be opened, being [ǒ]. 

ñQualified 

Institutional Buyersò 

or ñQIBsò 

A qualified institutional buyer, as defined under Regulation 2(1)(zd) of the ICDR Regulations. 

ñQIB Portionò The portion of the Offer (including the Anchor Investor Portion) being not more than 50% of the 

Offer which shall be available for allocation to QIBs, including the Anchor Investors (which 

allocation shall be on a discretionary basis, as determined by the Exchange in consultation with the 

Managers) subject to valid Bids being received at or above the Offer Price. 

ñRed Herring 

Prospectusò 

The red herring prospectus that will be issued in accordance with the Companies Act, 2013, and the 

ICDR Regulations, which will not have complete particulars of the price at which the Equity Shares 

will be offered and the size of the Offer, including any addenda or corrigenda thereto. 

ñRefund Account(s)ò The account opened with the Refund Bank(s), from which refunds to unsuccessful Bidders, if any, 

of the whole or part of the Bid Amount shall be made. 

ñRefund Bank(s)ò The banks which are clearing members and registered with SEBI under the BTI Regulations with 

whom the Refund Account(s) will be opened and in this case being [ǒ].  

ñRegistered Brokerò Stock brokers registered with the stock exchanges having nationwide terminals other than the 

Syndicate, and eligible to procure Bids from ASBA Bidders in terms of the circular No. 

CIR/CFD/14/2012 dated October 4, 2012 issued by SEBI. 

ñRegistrarò or 

ñRegistrar to the 

Offerò 

Karvy Computershare Private Limited. 

ñRegistrar and Share 

Transfer Agentsò or 

ñRTAsò 

Registrar and share transfer agents registered with SEBI and eligible to procure Bids at the 

Designated RTA Locations in terms of circular no. CIR/CFD/POLICYCELL/11/2015 dated 

November 10, 2015 issued by SEBI. 

ñRetail Discountò A discount of up to ̀ [ǒ] (equivalent to [ǒ]% of the Offer Price) which may be offered to RIIs 

(subject to the Bid Amount being up to `  200,000 net of Retail Discount, if any), by the Exchange 

in consultation with the Advisory Committee of Shareholders and the Managers, at the time of 

making a Bid. 

ñRetail Individual 

Investorsò/ ñRII(s)ò 

Individual Bidders (including HUFs applying through their karta and Eligible NRIs) who have not 

submitted a Bid for Equity Shares for a Bid Amount of more than `  200,000 in any of the Bidding 

options in the Offer. 

ñRetail Portionò The portion of the Offer being not less than 35% of the Offer available for allocation to Retail 

Individual Investor(s) in accordance with the ICDR Regulations, subject to valid Bids being 

received at or above the Offer Price.  

ñRevision Formò The form used by the Bidders to modify the quantity of Equity Shares or the Bid Amount in their 

Bid cum Application Forms or any prior Revision Form(s), as applicable. QIBs and Non-

Institutional Investors are not allowed to withdraw or lower their Bids (in terms of quantity of 

Equity Shares or the Bid Amount) at any stage. RIIs can revise their Bids during the Offer Period 

and withdraw their Bids until Offer Closing Date. 

ñSBI Capitalò SBI Capital Markets Limited. 

ñSelf Certified 

Syndicate Bank(s)ò 

or ñSCSB(s)ò 

Banks which are registered with SEBI under the BTI Regulations, which offer the facility of ASBA, 

a list of which is available on the website of the SEBI at 

(www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries) and updated from time to 

time and at such other websites as may be prescribed by SEBI from time to time. 

ñShare Escrow 

Agreementò 

The agreement dated July 5, 2016 entered into amongst the Exchange, the Registrar, the Escrow 

Agent and Edelweiss for the deposit of Offered Shares and as amendment pursuant to the addendum 

agreement entered into amongst the Exchange, the Registrar, the Escrow Agent, Selling 

Shareholder and the Managers dated September 6, 2016. 

ñSMCò SMC Capitals Limited. 

ñSpark Capitalò Spark Capital Advisors (India) Private Limited. 

ñSpecified Citiesò or Bidding centres where the Syndicate shall accept Bid cum Application Forms from Bidders, a list of 

http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries
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Term Description 

ñSpecified 

Locationsò 

which is available on the website of the SEBI 

(http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries) and updated from 

time to time and at such other websites as may be prescribed by SEBI from time to time. 

ñStock Exchange(s)ò NSE and any other recognized stock exchange.  

ñSub Syndicateò The sub-syndicate members, if any, appointed by the Managers and the Syndicate Members, to 

collect Bid cum Application Forms. 

ñSyndicateò or 

ñmember of the 

Syndicateò 

The Managers and the Syndicate Members. 

ñSyndicate 

Agreementò 

The agreement to be entered into amongst the Syndicate, the Exchange and the Selling Shareholders 

in relation to collection of Bids by the Syndicate. 

ñSyndicate Bidding 

Centresò 

Syndicate and Sub Syndicate centres established for acceptance of Bid cum Application Forms and 

Revision Forms. 

ñSyndicate 

Membersò 

Intermediaries registered with SEBI who are permitted to carry out activities as an underwriter, 

namely, [ǒ]. 

ñUnderwritersò [ǒ]. 

ñUnderwriting 

Agreementò 

The agreement to be entered into amongst the Underwriters, the Exchange and the Selling 

Shareholders on or after the Pricing Date. 

ñWorking Dayò All days other than second and fourth Saturdays of the month, Sundays or public holidays, on 

which commercial banks in Mumbai are open for business; provided however, with reference to (a) 

announcement of Price Band; and (b) Offer Period, shall mean all days except Saturday, Sunday 

and public holidays on which commercial banks in Mumbai are open for business and (c) the time 

period between the Offer Closing Date and the listing of the Equity Shares on the Stock 

Exchange(s), shall mean all trading days of the Stock Exchange(s) excluding Sundays and bank 

holidays, as per the SEBI Circular SEBI/HO/CFD/DIL/CIR/P/2016/26 dated January 21, 2016. 

 

Conventional or general terms and abbreviations 

 

Term Description 

ñA/cò Account. 

ñAGMò Annual general meeting. 

ñAIFsò Alternative investment funds as defined in and registered under the AIF Regulations. 

ñAIF Regulationsò Securities and Exchange Board of India (Alternative Investment Funds) Regulations, 2012. 

ñASò Accounting standards issued by the Institute of Chartered Accountants of India, as notified by 

the Companies (Accounting Standards ) Rules, 2006. 

ñA.Y.ò Assessment year. 

ñBTI Regulationsò Securities and Exchange Board of India (Bankers to an Issue) Regulations, 1994. 

ñCalendar Yearò or 

ñyearò  

Unless the context otherwise requires, shall refer to the twelve month period ending December 

31.  

ñCategory III Foreign 

Portfolio Investorsò or 

ñCategory III FPIsò 

FPIs who are registered as ñCategory III foreign portfolio investorsò under the FPI Regulations. 

ñCFOò Chief Financial Officer. 

ñCombination 

Regulationsò 

Provisions under the Competition Act in relation to combinations. 

ñCompanies Act, 1956ò Companies Act, 1956, and the rules, regulations, modifications and clarifications made 

thereunder, as the context requires. 

ñCompanies Act, 2013ò Companies Act, 2013 and the rules, regulations, modifications and clarifications thereunder, to 

the extent notified. 

Companies Act Companies Act, 1956 and the rules thereunder, to the extent not repealed, and/or the Companies 

Act, 2013. 

ñCompetition Actò Competition Act, 2002. 

ñCPCò Civil Procedure Code, 1908. 

ñCrPCò Criminal Procedure Code, 1973. 

ñCSGLò Constituentsô subsidiary general ledger account. 

ñCSRò Corporate social responsibility. 

ñDepositories Actò Depositories Act, 1996. 

ñDepositoryò or 

ñDepositoriesò 

NSDL and CDSL. 

ñDINò Director identification number. 

ñDPò or ñDepository 

Participantò 

A depository participant as defined under the Depositories Act. 

ñDP IDò Depository participantôs identity number. 

ñEBITDAò Earnings Before Interest, Tax, Depreciation And Amortisation. 

http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries
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Term Description 

ñECBò External commercial borrowing. 

ñEGMò Extraordinary general meeting. 

ñEntitled Qualified 

Purchaserò 

A person who is each a U.S. QIB, a QP and an IAI. 

ñEPSò Earnings per share (as calculated in accordance with AS-20). 

ñEuroò or ñúò Euro. 

ñFDIò Foreign direct investment. 

ñFEMAò Foreign Exchange Management Act, 1999, including the rules and regulations thereunder. 

ñFEMA Regulationsò Foreign Exchange Management (Transfer or Issue of Security by a Person Resident Outside 

India) Regulations, 2000. 

ñFII(s)ò Foreign Institutional Investor, as defined under the erstwhile Securities and Exchange Board of 

India (Foreign Institutional Investors) Regulations, 1995. 

ñFII Regulationsò The erstwhile Securities and Exchange Board of India (Foreign Institutional Investors) 

Regulations, 1995. 

ñFinance Actò Finance Act, 1994. 

ñFinancial Yearò, 

ñFiscalò, ñFYò or ñF.Y.ò 

A financial year in relation to any company or body corporate, means the period ending on the 

31st day of March every year, and where it has been incorporated on or after the 1st day of 

January of a year, the period ending on the 31st day of March of the following year, in respect 

whereof financial statement of the company or body corporate is made up. 

ñFIPBò Foreign Investment Promotion Board. 

ñFPI(s)ò Foreign Portfolio Investor, as defined under the SEBI (Foreign Portfolio Investors) Regulations, 

2014 including FIIs and QFIs, which are deemed to be foreign portfolio investors. 

ñFPI Regulationsò  Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2014.  

ñFVCIò Foreign venture capital investors, as defined and registered with SEBI under the FVCI 

Regulations. 

ñFVCI Regulationsò Securities and Exchange Board of India (Foreign Venture Capital Investor) Regulations, 2000. 

ñGAARò General anti-avoidance rule. 

ñGDPò Gross domestic product. 

ñGIR Numberò General index registration number. 

ñGoIò Government of India. 

ñGSTò Goods and services tax. 

ñHUFò Hindu undivided family. 

ñIAIò An institutional ñaccredited investorò as defined in Rule 501(a)(1), (2), (3) or (7) of Regulation 

D. 

ñICAIò The Institute of Chartered Accountants of India. 

ñICDR Regulationsò Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) 

Regulations, 2009. 

ñIFRSò International Financial Reporting Standards. 

ñInd ASò Indian Accounting Standards. 

ñIndian Accounting 

Standard Rulesò 

Companies (Indian Accounting Standards) Rules, 2015. 

ñIndian GAAPò Generally Accepted Accounting Principles in India. 

ñInsider Trading 

Regulationsò  

Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015.  

ñInvestment Company 

Actò 

Investment Company Act of 1940. 

ñIPCò Indian Penal Code, 1860. 

ñIPOò Initial public offer. 

ñIPRò Intellectual property rights. 

ñIRDAò Insurance Regulatory and Development Authority of India. 

ñI.T. Actò The Income Tax Act, 1961. 

ñITATò Income tax appellate tribunal. 

ñLIBORò London interbank offered rate. 

ñListing Agreementò The equity listing agreement to be entered into by the Exchange with the Stock Exchange(s), as 

amended. 

ñListing Regulationsò Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) 

Regulations, 2015. 

ñMATò Minimum alternate tax. 

ñMCAò Ministry of Corporate Affairs, Government of India. 

ñMICRò Magnetic ink character recognition. 

ñMIMPSò The erstwhile Securities Contracts (Regulation) (Manner of Increasing and Maintaining Public 

Shareholding in Recognised Stock Exchanges) Regulations, 2006. 

ñMnò or ñmnò Million.  

ñMutual Fundsò A mutual fund registered with SEBI under the Securities and Exchange Board of India (Mutual 
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Term Description 

Funds) Regulations, 1996. 

ñN.A.ò Not applicable. 

ñNAVò Net asset value. 

ñNECSò National electronic clearing service. 

ñNEFTò National electronic fund transfer.  

ñNegotiable Instruments 

Actò 

Negotiable Instruments Act, 1881. 

ñNon-Residentò A person resident outside India, as defined under FEMA. 

ñNRE Accountò Non resident external account established in accordance with the Foreign Exchange 

Management (Deposit) Regulations, 2016. 

ñNRIò or ñNon-Resident 

Indianò 

A person resident outside India who is a citizen of India as defined under the Foreign Exchange 

Management (Deposit) Regulations, 2016 or is an óOverseas Citizen of Indiaô cardholder within 

the meaning of section 7(A) of the Citizenship Act, 1955. 

ñNRO Accountò Non resident ordinary account established in accordance with the Foreign Exchange 

Management (Deposit) Regulations, 2016. 

ñNSDLò National Securities Depository Limited. 

ñNSEò National Stock Exchange of India Limited. 

ñOCBò or ñOverseas 

Corporate Bodyò 

A company, partnership, society or other corporate body owned directly or indirectly to the 

extent of at least 60% by NRIs including overseas trusts in which not less than 60% of the 

beneficial interest is irrevocably held by NRIs directly or indirectly and which was in existence 

on October 3, 2003 and immediately before such date was eligible to undertake transactions 

pursuant to the general permission granted to OCBs under the FEMA. OCBs are not allowed to 

invest in the Offer. 

ñPANò Permanent account number allotted under the I.T. Act. 

ñP/E Ratioò Price / earnings ratio. 

ñPLRò Prime lending rate. 

ñPSUsò Public sector undertakings (government-owned corporations). 

ñQPò A ñqualified purchaserò as defined in Section 2(a)(51) of the Investment Company Act. 

ñRBIò Reserve Bank of India. 

ñRegulation Dò Regulation D under the Securities Act. 

ñRONWò Return on net worth. 

ñRs.ò, ñRupeesò, ñ`ò or 
ñINRò 

Indian national rupees. 

ñRTGSò Real time gross settlement. 

ñSATò Securities appellate tribunal. 

ñSCRAò Securities Contracts (Regulation) Act, 1956. 

ñSCRRò Securities Contracts (Regulation) Rules, 1957. 

ñSEBIò Securities and Exchange Board of India constituted under the SEBI Act. 

ñSEBI Actò Securities and Exchange Board of India Act, 1992. 

ñSECC Regulationsò Securities Contracts (Regulation) (Stock Exchanges and Clearing Corporations) Regulations, 

2012. 

ñSecurities Actò U.S. Securities Act of 1933. 

ñSGLò Subsidiary general ledger account. 

ñSICAò Sick Industrial Companies (Special Provisions) Act, 1985. 

ñState Government ñ Government of a State of India. 

ñSTTò Securities transaction tax. 

ñTakeover Regulationsò Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) 

Regulations, 2011. 

ñUSò or ñUSAò The United States of America. 

ñUSDò or ñ$ò or ñUS $ò 

or ñUS Dollarsò 

United States Dollar. 

ñUS GAAPò Generally accepted accounting principles in the US. 

ñU.S. Personò As defined in Regulation S under the Securities Act. 

ñU.S. QIBsò Qualified institutional buyers, as defined in Rule 144A under the Securities Act. 

ñVATò Value added tax. 

ñVCFsò Venture capital funds as defined in, and registered with SEBI under, the VCF Regulations. 

ñVCF Regulationsò The erstwhile Securities and Exchange Board of India (Venture Capital Fund) Regulations, 

1996. 

 

Industry related terms 
 

Term Description 

ñAMCsò Asset management companies. 
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Term Description 

ñBOLTò BSE on-line trading. 

ñBSE StARò BSE StAR MF. 

ñCAREò Credit Analysis & Research Limited 

ñCCILò Clearing Corporation of India Limited. 

ñCCPsò Central counterparty clearing houses. 

ñDGCXò Dubai Gold and Commodities Exchange. 

ñETFò Exchange Traded Fund. 

ñEquity Cashò Equity cash segment which includes (i) trading of shares in companies and ETFs and 

units in closed-ended mutual fund schemes listed on our main board, as well as shares in 

SMEs listed on our SME platform, (ii) trading of fixed income securities such as 

corporate bonds, sovereign gold bonds and government securities, (iii) securities lending 

and borrowing services, which allow market participants to lend and borrowing securities 

for use in trading and (iv) platforms to facilitate offers to buy securities by listed 

companies and offers for sale of securities by substantial shareholders of listed 

companies. 

ñEurexò Eurex Frankfurt AG. 

ñGIFT Cityò Gujarat International Finance Tech City ï International Financial Service Centre. 

ñiBBSò Internet-based Book Building System. 

ñIICAò Indian Institute of Corporate Affairs. 

ñIRFò Interest Rate Future. 

ñITPò Institutional Trading Platform. 

ñKRXò Korea Exchange. 

ñLEIPSò Liquidity Enhancement Incentive Programmes. 

ñMCXò Multi Commodity Exchange of India Limited. 

ñMOUò Memorandum of understanding. 

ñMSEIò Metropolitan Stock Exchange of India Limited. 

ñNCDEXò National Commodity and Derivatives Exchange of India. 

ñNDS-OMò Negotiated Dealing System-Order Management. 

ñNSDCò National Skill Development Corporation. 

ñNSDLò National Securities Depository Ltd. 

ñOFSò Offer for Sale. 

ñOTBò Offer to Buy. 

ñOTCò Over-the-counter. 

ñRTRMSò Real-time risk management system. 

ñSMEsò Small and medium enterprises. 

ñSPANò Standard Portfolio Analysis of Risk. 

ñSPDJIò S&P Dow Jones Indices LLC, USA. 

ñTC-CCPò Third country central counterparty clearing houses. 

ñTurnoverò Total turnover is equal to one half of the sum of (i) foreign portfolio investor turnover, (ii) 

domestic institutional investor turnover and (iii) other turnover. This is because total 

turnover is "one-sided", insofar as it counts each trade, consisting of one sale and a 

corresponding purchase of a security, only one time when calculating turnover. By 

contrast, foreign portfolio investor turnover, domestic institutional investor turnover and 

other turnover are all "two-sided", meaning that each trade is counted in turnover for the 

buyer as well as for the seller, and hence each trade gets counted twice. 

ñWFEò World Federation of Exchanges. 

 

Unless the content otherwise requires, the words and expressions used but not defined in this Draft Red Herring 

Prospectus will have the same meaning as assigned to such terms under the Companies Act, the SEBI Act, the 

SCRA, SECC Regulations, the Depositories Act and the rules and regulations made thereunder.  

 

Notwithstanding the foregoing, terms specifically defined in this Draft Red Herring Prospectus, shall have the 

meanings given to such terms in the sections where specifically defined. 
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CERTAIN CONVENTIONS,  PRESENTATION OF FINA NCIAL, INDUSTRY AND MARKET DATA  

All references to ñIndiaò contained in this Draft Red Herring Prospectus are to the Republic of India, all 

references to the ñU.S.ò, ñUSAò or ñUnited Statesò are to the United States of America, all references to 

ñBrazilò are to the Federative Republic of Brazil, all references to ñRussiaò are to the Russian Federation or 

Russia, all references to ñChinaò are to the People's Republic of China, all references to ñSouth Africaò are to 

the Republic of South Africa and all references to ñHong Kongò are to the Hong Kong Special Administrative 

Region of the People's Republic of China. 

 

Unless stated otherwise, all references to page numbers in this Draft Red Herring Prospectus are to the page 

numbers of this Draft Red Herring Prospectus. 

 

Financial Data 

 

Unless stated otherwise or unless the context requires otherwise, the financial data in this Draft Red Herring 

Prospectus is derived from our Restated Financial Information. The Restated Financial Information has been 

prepared in accordance with the Companies Act, 2013, Companies Act, 1956 and Indian GAAP, and restated in 

accordance with the ICDR Regulations. 

 

The Exchangeôs Financial Year commences on April 1 and ends on March 31 of the following year and 

accordingly, all references to a particular financial year, unless stated otherwise, are to the 12 month period 

ended on March 31 of that year. 

 

Certain figures contained in this Draft Red Herring Prospectus, including financial information, have been 

subject to rounding adjustments. All figures in decimals, including percentage figures, have been rounded off to 

one decimal point. In certain instances, on account of such adjustments, (i) the sum or percentage change of 

such numbers may not conform exactly to the total figure given; and (ii) the sum of the numbers in a column or 

row in certain tables may not conform exactly to the total figure given for that column or row. 

 

There are significant differences between Indian GAAP, IFRS and U.S. GAAP. The Exchange does not provide 

a reconciliation of its financial statements to IFRS or U.S. GAAP financial statements. We have not attempted 

to explain those differences or quantify their impact on the financial data included herein, and we urge you to 

consult your own advisors regarding such differences and their impact on our financial data. Accordingly, the 

degree to which the Restated Financial Information included in this Draft Red Herring Prospectus will provide 

meaningful information is entirely dependent on the readerôs level of familiarity with Indian accounting 

practices. Any reliance by persons not familiar with Indian accounting practices on the financial disclosures 

presented in this Draft Red Herring Prospectus should accordingly be limited. For details in connection with 

risks involving differences between Indian GAAP and IFRS, please see ñRisk Factors ï Significant differences 

exist between Indian GAAP and other accounting principles, such as US GAAP, Ind-AS and IFRS, which may 
be material to investors' assessments of our financial conditionò on page 33 of this Draft Red Herring 

Prospectus. 

 

Any percentage amounts, as set forth in ñRisk Factorsò, ñOur Businessò and ñManagementôs Discussion and 

Analysis of Financial Condition and Results of Operationsò on pages 19, 126 and 414 of this Draft Red Herring 

Prospectus, respectively, and elsewhere in this Draft Red Herring Prospectus, unless otherwise indicated, have 

been calculated on the basis of our Restated Financial Information. 

 

Currency and units of presentation 

 

All references to:  

 

¶ ñRupeesò or ñRs.ò or ñ`ò are to Indian Rupees, the official currency of the Republic of India. 

¶ ñUS Dollarsò or ñUS$ò or ñUSDò are to United States Dollars, the official currency of the United States of 

America. 

 

In this Draft Red Herring Prospectus, the Exchange has presented certain numerical information in ñmillionò 

and ñbillionò units. One million represents 1,000,000 and one billion represents 1,000,000,000. 

 

Industry and Market Data  
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Unless stated otherwise, industry and market data used throughout this Draft Red Herring Prospectus have been 

obtained or derived from publicly available information as well as industry publications and sources.  

 

Industry publications generally state that the information contained in those publications has been obtained from 

sources believed to be reliable but their accuracy and completeness are not guaranteed and their reliability 

cannot be assured. Accordingly, no investment decision should be made on the basis of such information. 

Although we believe that the industry data used in this Draft Red Herring Prospectus is reliable, it has not been 

independently verified by the Exchange, the Selling Shareholders, the Managers or any of their affiliates or 

advisors. The data used in these sources may have been reclassified by us for the purposes of presentation. Data 

from these sources may also not be comparable. 

 

Information has been included in this Draft Red Herring Prospectus from the report titled ñIndustry Report for 

Stock Exchanges, August 2016ò prepared by CARE Research, a division of CARE (the ñCARE Reportò), and 

the CARE Report includes the following disclaimer: 

 

ñThis report is prepared by CARE Research, a division of Credit Analysis & Research Limited [CARE]. CARE 

Research has taken utmost care to ensure accuracy and objectivity while developing this report based on 

information available in public domain. However, neither the accuracy nor completeness of information 

contained in this report is guaranteed. CARE Research operates independently of ratings division and this 

report does not contain any confidential information obtained by ratings division, which they may have obtained 

in the regular course of operations. The opinion expressed in this report cannot be compared to the rating 

assigned to the company within this industry by the ratings division. The opinion expressed is also not a 

recommendation to buy, sell or hold an instrument. 

CARE Research is not responsible for any errors or omissions in analysis/inferences/views or for results 

obtained from the use of information contained in this report and especially states that CARE (including all 

divisions) has no financial liability whatsoever to the user of this product. This report is for the information of 

the intended recipients only and no part of this report may be published or reproduced in any form or manner 

without prior written permission of CARE Research.ò 

 

Further, the extent to which the industry and market data presented in this Draft Red Herring Prospectus is 

meaningful depends on the readerôs familiarity with and understanding of the methodologies used in compiling 

such data. There are no standard data gathering methodologies in the industry in which we conduct our business, 

and methodologies and assumptions may vary widely among different industry sources. 

 

Such data involves risks, uncertainties and numerous assumptions and is subject to change based on various 

factors, including those disclosed in ñRisk Factorsò on page 19 of this Draft Red Herring Prospectus. 

Accordingly, investment decisions should not be based solely on such information. 

 

In accordance with the ICDR Regulations, ñBasis for Offer Priceò on page 92 includes information relating to 

our peer group companies. Such information has been derived from publicly available sources, and neither we, 

nor the Managers have independently verified such information. 

 

Exchange rates 
 

This Draft Red Herring Prospectus contains conversions of US$ currency amounts into Indian Rupees that have 

been presented solely to comply with the requirements of the ICDR Regulations. These conversions should not 

be construed as a representation that such currency amounts could have been, or can be converted into Indian 

Rupees, at any particular rate, or at all. 

 

The exchange rates between the Rupee and the respective foreign currencies are provided below:  

 

(in ` ) 

Currency As on June 30, 

2016 

As on March 

31, 2016 

As on 

March 31, 

2015 

As on March 

31, 2014 

As on March 

31, 2013 

As on March 

31, 2012 

USD 67.6 66.3 62.6 60.1 54.4 51.2 

Source: www.rbi.org.in 

In case March 31 of any of the respective years is a public holiday, the previous calendar day not being a public holiday has 
been considered. 

 

http://www.rbi.org.in/
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 ` /U.S. dollar 

Fiscal year ended 31 March Average High Low Period-end 

2012** 47.9 54.2 43.9 51.2 

2013* 54.5 57.2 50.6 54.4 

2014  ̂ 60.5 68.4 53.7 60.1 

2015 61.1 63.7 58.4 62.6 

2016 65.5 68.8 62.2 66.3 

January 31, 2016$ 67.3 68.1 66.2 67.9 

February 29, 2016 68.2 68.8 67.6 68.6 

March 31, 2016 67 68.2 66.3 66.3 

April 30, 2016# 66.5 66.7 66.2 66.5 

May 31, 2016 66.9 67.7 66.3 67.2 

June 30, 2016 67.3 68 66.6 67.6 

July 31, 2016## 67.2 67.5 66.9 67 

August 31, 2016 66.9 67.2 66.7 67 

Source: www.rbi.org.in 

Notes: 

^ March 29, 2014 was a holiday and March 30, 2014 and March 31, 2014 were trading holidays; hence, the exchange rates 

for the last working day of March, 2014 i.e. March 28, 2014 has been used. 

*March 29, 2013 was a holiday and March 30, 2013 and March 31, 2013 were trading holidays; hence, the exchange rates 

for the last working day of March, 2013 i.e. March 28, 2013 has been used. 

** March 31, 2012 was a trading holiday; hence, the exchange rates for the last working day of March, 2012 i.e. March 30, 

2012 has been used. 

$ January 31, 2016 and January 30,2016 were holidays; hence, the exchange rates for the last working day of January, 2016 

i.e. January 29, 2016 has been used. 

# April 30, 2016 was a holiday; hence, the exchange rates for the last working day of April, 2016 i.e. April 29, 2016 has 

been used. 

## July 30, 2016 and July 31, 2016 were trading holidays; hence, the exchange rates for the last working day of July, 2016 

i.e. July 29, 2016 has been used. 
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FORWARD-LOOKING STATEMENTS  

This Draft Red Herring Prospectus contains certain ñforward-looking statements.ò These forward-looking 

statements include statements with respect to our business strategy, objectives, plans, prospects and goals. 

Bidders can generally identify forward-looking statements by words or phrases such as ñaimò, ñanticipateò, 

ñbelieveò, ñexpectò, ñestimateò, ñintendò, ñobjectiveò, ñplanò, ñshallò, ñwillò, ñwill continueò, ñwill pursueò or 

other words or phrases of similar import. All forward-looking statements (whether made by us or any third 

party) are predictions and are subject to risks, uncertainties and assumptions about us that could cause actual 

results to differ materially from those contemplated by the relevant forward-looking statement. 

 

Forward looking statements reflect our current views with respect to future events as of the date of this Draft 

Red Herring Prospectus and are not a guarantee of future performance. These statements are based on our 

managementôs beliefs and assumptions, which in turn are based on currently available information. Although we 

believe the assumptions upon which these forward-looking statements are based, are reasonable, any of these 

assumptions could prove to be inaccurate, and the forward-looking statements based on these assumptions could 

be incorrect. 

 

Further, the actual results may differ materially from those suggested by the forward-looking statements due to 

risks or uncertainties associated with our expectations with respect to, but not limited to, regulatory changes 

pertaining to our business and our ability to respond to them, our ability to successfully implement our strategy, 

our growth and expansion, technological changes, our exposure to market risks, general economic and political 

conditions in India, which have an impact on our business activities or investments, the monetary and fiscal 

policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity 

prices or other rates or prices, the performance of the financial markets in India and globally, changes in 

domestic laws, regulations and taxes, changes in competition in our industry and incidence of any natural 

calamities and / or acts of violence. Important factors that could cause actual results to differ materially from our 

expectations include, but are not limited to, the following:  

 

1. Broad market trends and other factors beyond our control significantly reducing demand for our 

services and harming our business, financial condition and results of operations; 

2. Failure in implementing our current and future strategic plans; 

3. Contingencies and uncertainties related to our proposed international exchange in GIFT City; 

4. Significant and rapid technological change; 

5. Damage to our reputation; 

6. Any current and future strategic investment, alliance, joint venture or other business combination; 

7. Our existing products losing market appeal and we not being able to expand into new product lines or 

attracting new types of investors; 

8. Our risk management methods and insurance policies not be effective or adequate; 

9. Fluctuations in trading activities; 

10. Changes in interest rates;  

11. Changes in government policies; 

12. Security risks and cyber-attacks; and 

13. Insufficient systems capacity and system failures. 

 

For further discussion on factors that could cause our actual results to differ from expectations, please see ñRisk 

Factorsò, ñOur Businessò and ñManagementôs Discussion and Analysis of Financial Condition and Results of 

Operationsò on pages 19, 126 and 414 of this Draft Red Herring Prospectus, respectively. By their nature, 

certain market risk related disclosures are only estimates and could be materially different from what actually 

occurs in the future. As a result, actual gains or losses could materially differ from those that have been 

estimated. 

 

We cannot assure Bidders that the expectations reflected in these forward-looking statements will prove to be 

correct. Given these uncertainties, Bidders are cautioned not to place undue reliance on such forward-looking 

statements and not to regard such statements as a guarantee of future performance. 

 

The Exchange, the Selling Shareholders, the Directors, the Syndicate and their respective affiliates or associates 

do not have any obligation to, and do not intend to, update or otherwise revise any statements reflecting 

circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the 

underlying assumptions do not come to fruition. In accordance with the SEBI requirements, the Exchange will 

ensure that Bidders in India are informed of material developments from the date of the Red Herring Prospectus 
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until such time as the grant of listing and trading permissions by the NSE. The Selling Shareholders will ensure 

that the Exchange and Managers are informed of material developments in relation to the Equity Shares offered 

by each of them in the Offer in addition to the statements and undertakings confirmed by each of them until 

such time as the grant of listing and trading permissions by the NSE. 
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RISK FACTORS 

An investment in the Equity Shares involves a high degree of risk. You should carefully consider all the 

information in this Draft Red Herring Prospectus, including the risks and uncertainties described below, before 

making an investment in the Equity Shares. If any one or some combination of the following risks were to occur, 

our business, results of operations, financial condition, cash flows and prospects could suffer, and the price of 

the Equity Shares could decline and you may lose all or part of your investment. Unless specified in the relevant 

risk factor below, we are not in a position to quantify the financial implication of any of the risks mentioned 

below. In making an investment decision, prospective investors should rely on their own examination of us and 

the terms of this Offer, including the merits and risks involved. Unless stated otherwise, the financial 

information used in this section has been derived from our restated consolidated financial statements. 

 

Any potential investor in, and purchaser of, the Equity Shares should pay particular attention to the fact that we 

are governed in India by a legal and regulatory environment which in some material respects may be different 

from that which prevails in the United States and other countries. In addition, the risks set out in this Draft Red 

Herring Prospectus are not exhaustive and additional risks and uncertainties not presently known to us, or 

which we currently deem to be immaterial, may arise or may become material in the future. This section should 

be read together with "Industry", "Our Business", "Selected Statistical Information" and "Managementôs 

Discussion and Analysis of Financial Condition and Results of Operations" as well as the restated consolidated 

financial statements, including the notes thereto, and other financial information included elsewhere in the 

Draft Red Herring Prospectus. This Draft Red Herring Prospectus also contains forward-looking statements 

that involve risks and uncertainties. Our actual results could differ materially from such forward-looking 

statements as a result of certain factors including the considerations described below and elsewhere in this 

Draft Red Herring Prospectus. For more information, please see "Forward-Looking Statements" on page 17 of 

this Draft Red Herring Prospectus. 

 

Risks Relating to Our Business 

 

1. Broad market trends and other factors beyond our control could significantly reduce demand for our 

services and harm our business, financial condition and results of operations. 

 

Our business, financial condition and results of operations are highly dependent upon the levels of activity on 

the exchange, and in particular upon the volume of financial assets traded, the number of listed securities, the 

number of new listings and subsequent issuances, liquidity and similar factors, as a significant portion of our 

revenue depends, either directly or indirectly, on trading, listing, clearing and settlement transaction-based fees. 

Our financial condition and results of operations are also dependent upon the success of our clearing, settlement 

and other issuer services, which, in turn, are directly dependent on the liquidity and financial strength of our 

customers, namely financial intermediaries such as brokers, and their respective clients. We also depend upon 

the relative attractiveness of the financial assets traded on the exchange, and the relative attractiveness of the 

exchange as a market on which to trade these financial assets. All of these variables are primarily influenced by 

economic, political and market conditions in India as well as, to a lesser degree, the rest of Asia, the United 

States, Europe and elsewhere in the world that are beyond our control. According to the World Bank, global 

market and economic conditions have been weak and volatile in recent years and while volatile markets may 

generate increased transaction volumes, prolonged weak economic conditions may materially adversely affect 

listing, trading, clearing and settlement volumes as well as the demand for market data. For example, a decline 

in share prices and number of shares traded may cause us to experience settlement shortages or settlement 

defaults by a member. If returns on investments in Indian companies are generally lower than returns on 

investments in companies based in other countries, we may be unsuccessful in attracting foreign and local 

investors to our markets. 

 

Other factors that may materially adversely affect our business, financial condition and results of operations and 

are beyond our control include: 

 

¶ broad trends in business and finance, including industry-specific circumstances, capital market trends 

and the mergers and acquisitions environment; 

¶ social and civil unrest, terrorism and war; 

¶ concerns over inflation and the level of institutional or retail confidence; 

¶ changes in government monetary policy and foreign currency exchange rates; 

¶ the availability of short-term and long-term funding and capital; 

¶ the availability of alternative investment opportunities; 
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¶ changes and volatility in the prices of securities; 

¶ changes in tax policy (including transaction tax) and tax treaties between India and other countries; 

¶ the level and volatility of interest rates; 

¶ legislative and regulatory changes, including the potential for regulatory arbitrage among regulated and 

unregulated markets if significant policy differences emerge among markets; 

¶ the perceived attractiveness, or lack of attractiveness, of Indian capital markets; and 

¶ unforeseen market closures or other disruptions in trading. 

 

If levels of activity on the exchange are materially adversely affected by any of the factors described above or 

other factors beyond its control, our business, financial condition and results of operations could also be 

materially adversely affected. 

 

2. There can be no assurance that we will be successful in implementing our current and future 

strategic plans. 

 

We have undertaken several initiatives in the past and continue to do so with a view to enhancing retail and 

institutional investment participation, increase the amount of trading in derivative products and focusing on 

advancing and updating our technological infrastructure. We have also entered into strategic alliances with other 

global exchanges such as the BRICS Exchanges Alliance-BRICSMART, and the Dubai Gold and Commodities 

Exchange to encourage greater trading on the exchange. See "Business ð Strategies". Factors that may have an 

effect on our business strategy include, among others: 

 

¶ the general condition of the Indian, Asian and global economies; 

¶ levels of trading on exchanges with whom we have strategic alliances, including in Brazil, Russia, 

Europe, China, Dubai, South Korea and South Africa; 

¶ our ability to successfully introduce new services and products; and 

¶ regulatory restrictions. 

 

Many of these factors are beyond our control. As a result, there can be no assurance that we will be successful in 

implementing our current and future strategic plans, including our GIFT City project, and any failure to do so 

may have a material adverse effect on our prospects and future financial condition and results of operations. 

 

3. Our proposed international exchange in GIFT City is subject to numerous contingencies and 

uncertainties 

 

We intend to establish an international exchange in GIFT City, a multi-services Special Economic Zone that is 

currently being developed as India's first international financial services centre. Subject to receipt of the 

necessary regulatory approvals, the international exchange will provide an electronic trading platform that 

facilitates (i) Indian companies in raising capital in foreign currency by issuing foreign-currency denominated 

bonds and providing a trading platform to trade on such securities, (ii) Indian startups to raise equity from 

foreign investors by getting listed on the international stock exchange and (iii) companies incorporated outside 

India to raise money in foreign currencies by issuing and listing their equity shares on the international stock 

exchange. However, there are numerous contingencies and uncertainties that may impact our opening of the 

GIFT City exchange.  

 

In particular, we have not yet finalized the exact business plan and corporate structure for the operations of the 

exchange and related clearing corporation and depository. We may seek to partner with third parties, such as 

other exchange operators, to establish and operate the exchange, and we may similarly seek to partner with third 

parties to run the related clearing corporation. However, we have not yet identified any particular partners, and 

finding partners may result in delays to the proposed timeline for the exchange. If we are not able to locate 

partners, we will have to pay the full costs of establishing and operating the project ourself. The project will 

require a significant amount of capital, and there can be no assurance that there are sufficient business 

opportunities or that we will be able to capture those business opportunities in order to offset our expenses in 

establishing the project. Additionally, the proposed exchange's interconnectivity with other markets is uncertain.  

 

We propose to begin operating the GIFT City exchange after, among others, the publication by SEBI of final 

regulations applicable to the exchange. However, even if we are successful in opening the exchange, until such 

time as an associated depository has been opened, the only products that will be able to be traded on the 

exchange will be products that do not require depository services. There can be no guarantee that an associated 

depository will be established, in which case the product offering on the GIFT City exchange may be limited. 
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Moreover, although SEBI issued guidelines for the establishment of international financial services centres in 

March 2015, the regulations are not yet finalized and it is unclear as to when the regulations will be finalized 

and what exactly will be permitted under the final regulations. 

 

Any of the above contingencies and uncertainties may result in our inability to implement the GIFT City project, 

which may result in a material adverse effect on our prospects and future financial condition and results of 

operations.  

 

4. We operate in a business environment that continues to experience significant and rapid 

technological change. 

 

Technology is a key component of our operations and business strategy, and we regard it as an important 

component of our success. However, we operate in a business environment that has undergone, and continues to 

experience, significant and rapid technological change. In recent years, electronic and high-speed trading has 

grown significantly. To remain competitive, we must continue to enhance and improve the responsiveness, 

functionality, capacity, accessibility and features of our trading and clearing platforms, software, systems and 

technologies. Our success will depend, in part, on our ability to: 

 

¶ develop and license leading technologies; 

¶ enhance existing trading and clearing platforms and services; 

¶ anticipate the demand for new services and respond to customer demands, technological advances and 

emerging industry standards and practices on a cost-effective and timely basis; 

¶ continue to attract and retain a workforce highly skilled in technology and to develop and maintain 

existing technology; and 

¶ respond and adapt to competition from and opportunities of emerging technologies such as Fintech 

innovation. 

 

"Fintech" refers to the emerging technology used to support and enable banking and financial services, covering 

not only the back and middle offices but front offices as well. Developments in Fintech have the potential to 

disrupt the financial industry and change the way stock exchanges do business. In particular, we face significant 

risks and competition that Fintech innovation will replace back-end functions that we currently offer to our 

customers, in the medium term particularly in our clearing and settlement functions, through distributed ledger 

technology, blockchain software which transfers financial assets using cryptographically-secured networks 

instead of third-party parties like clearing corporations and other related technology relating to the use of the 

blockchain technologies in connection with a system for the public trading of securities. In this respect, we face 

competition not only from companies using Fintech technology but also from other financial market participants 

such as electronic communications networks and other alternative trading systems, multilateral trading facilities, 

market makers, banks and brokers using such technologies. 

 

Furthermore, the adoption and implementation of new technologies or market practices and the addition of new 

products or services to our trading platforms may require us to devote significant additional resources to 

improve and adapt our services. Keeping pace with the ever-changing requirements can be expensive, and we 

can give no assurance that we will succeed in making improvements to our technology infrastructure in a timely 

manner or at all. Even after incurring these costs, we ultimately may not realise any, or may realise only small 

amounts of, revenues for these new products or services. If revenue does not increase in a timely fashion as a 

result of these expansion initiatives, the up-front costs associated with expansion may exceed revenue and 

prevent us from making any return on such investments. In addition, we may be unable to develop or implement 

new technologies in a timely manner or at all due to regulations that are not yet in place, which may materially 

and adversely affect our operations and our business. 

 

5. Trading on our equity derivatives segment is less than that on the NSE and there is no guarantee 

that we can successfully compete in the equity derivatives segment against the NSE. 

 

In September 2011, we launched a series of liquidity enhancement incentive programs (the "LEI PS") in an 

attempt to enhance liquidity in our futures and options segment and to compete with the NSE share in the 

derivatives segment. Under the LEIPS, we lowered our transaction fees and offered volume-based and open-

interest-based cash incentives to our members. Our expenses for the LEIPS in FY 2012, FY 2013, FY 2014, FY 

2015 and FY 2016 was  604.9 million,  955.4 million,  612.9 million,  342.5 million and  172.4 million, 

respectively. Although equity futures and options turnover on the exchange increased under the LEIPS, we 
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began reducing the incentives during FY 2013 and removed them entirely as of April 1, 2016. As a result of 

discontinuing the LEIPS, there was a sharp decline in equity derivatives trading on our exchange from FY 2015 

to FY2016 and for the three months ended June 30, 2016, decreasing by 99.9% from its height of 2,080,160 

equity derivative contracts traded per day in FY 2015 to 1,446 in the three months ended June 30, 2016. We 

may not be able to maintain or increase trading in our equity derivatives segment and there is no guarantee that 

we will be able to compete in this segment with the NSE.  

 

6. Damage to our reputation could materially adversely affect our business. 

 

We operate in an industry where reputation and customer confidence (including that of issuers, financial 

intermediaries and investors) are extremely important. One of our competitive strengths is our strong reputation 

and brand name as one of the most recognizable stock exchanges in India. 

 

Due to the role that we perform in the Indian capital, derivatives and foreign exchange markets, errors in our 

transaction systems, interruptions in trading, operational errors, inadvertent leakages of confidential information 

relating to customers, court cases, press speculation or other unfavourable information could damage our brand 

and reputation. The actions of other entities in the exchange market, including issuers, financial intermediaries 

and competing trading platforms, acting contrary to accepted standards of conduct or market practice could 

undermine general confidence in the Indian markets and in our business. Finally, our members and employees 

may engage in fraud or other misconduct, and although we take precautions to prevent and detect this activity, 

such precautions may not be effective in all cases, which could result in sanctions or serious harm to our 

reputation.  

 

We cannot guarantee that these issues will not occur, thereby resulting in market disruption, regulatory 

investigations and reputational damage. Damage to our reputation may cause some issuers not to list their 

securities on the exchange as well as steer investors to what they deem to be more reliable exchanges thereby 

reducing the trading volume on the exchange. As a result, such reputational damage or any litigation or 

investigations may affect our business, financial condition and results of operations. 

 

7. Any current and future strategic investment, alliance, joint venture or other business combination 

may materially adversely affect our financial condition and results of operations. 

 

In order to stay competitive, we may seek to enter into future investments, alliances, joint ventures or other 

business combinations. For instance, we have in the past made strategic investments in exchanges such as the 

Calcutta Stock Exchange, in which we acquired a 5% ownership in FY 2007, the United Stock Exchange, which 

amalgamated with the Exchange in FY 2015 and the National Power Exchange, in which we acquired a 16.66% 

ownership in FY 2011 to broaden the base of securities in which we are involved, as well as in other areas such 

as clearing and advisory services. However, there can be no assurance that we will be able to adequately assess 

and identify suitable opportunities for business diversification or other purposes, obtain the financing necessary 

to complete and support such investments, alliances or ventures on satisfactory terms, or that any such business 

combination will prove to be profitable or create value for our shareholders. For example, the Calcutta Stock 

Exchange discontinued trading on its own platform, C-Star, in April 2013 and the National Power Exchange 

commenced voluntary winding up in April 2014 and we have made the necessary provisions with respect to the 

Calcutta Stock Exchange and taken a loss in the National Power Exchange in our financial statements. 

Furthermore, there can be no assurance that any investment, alliance, joint venture or other business 

combination offer made by us will be accepted. Additionally, potential strategic investments, alliances and joint 

ventures may result in our exposure to unanticipated liabilities and we can provide no assurance that we would 

be able to identify any actual or potential liabilities. Any failure to complete any proposed strategic investment, 

alliance, joint venture or other business combination in accordance with our expectations, or the failure to 

identify suitable opportunities, may result in a material adverse effect on our results of operations or financial 

condition. 

 

8. Our existing products may lose market appeal and we may be unable to expand into new product 

lines or attract new types of investors.  

 

Our revenue is comprised of revenue from operations, which consists of (i) revenue from securities services, (ii) 

revenue from services to corporates and (iii) revenue from data dissemination fees, income from investment and 

deposits and other income. Our revenue from operations accounted for 63.4%, 64.8%, 57.8% and 50.4% of our 

total revenue for three month ended June 30, 2016, FY 2016, FY 2015 and FY 2014, respectively. Current 

products in the secondary market may become outdated or lose market favour before adequate enhancements or 
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replacements can be developed. If a significant portion of our existing product portfolio becomes outdated or 

loses market favour and we are unable to offer new products in their place, or if we fail to increase the demand 

by investors for our products, our business, financial condition, results of operations and prospects could be 

materially adversely affected. Further, we may not be able to maintain our market share in the newer product 

segments that we currently offer or maintain our market share for product segments which we currently have a 

sizeable or large market share. Consequently, our continued success and future growth rely on the development 

and introduction of new financial products that appeal to the investment community, as well as on the ability to 

attract new types of investors to our products. However, there can be no assurance that we would be able to 

obtain approvals required for the introduction of new products or innovations in a timely manner or at all. All 

product and segment offerings are ultimately determined by SEBI and we are limited in our flexibility to 

innovate or differentiate vis-a-vis other exchanges. Any delays or failure to obtain such approvals may 

materially adversely affect our operations and our business. Further, there is no guarantee that the product 

segments we offer will be commercially successful, which may result in a material adverse effect on our results 

of operations or financial condition. 

 

9. Our business may be materially adversely affected by risks associated with clearing activities. 

 

We are subject to credit risk, liquidity risk, settlement risk and collateral risk in our clearing and settlement 

business. Our wholly-owned clearing subsidiary, ICCL, acting as a central counterparty, is responsible for our 

clearing activities for contracts entered into by ICCL's clearing participants. As a result, ICCL assumes the 

central counterparty risk for each trade cleared and incurs credit exposure to clearing participants. Clearing 

participants may encounter economic difficulties for a variety of reasons, which could result in default on 

settlement obligations. Besides settlement risk, we are also subject to liquidity risk when either a clearing 

member defaults or is delayed in fulfilling its obligations or when a clearing bank defaults or delays in 

facilitating the pay-out of funds. We are also subject to collateral risk, where we are either unable to access the 

collateral deposited in a timely manner or face extreme market conditions that result in a reduction in the 

liquidation value of the collateral compared to the obligation which the collateral secures. Although we attempt 

to minimize our exposure to such counterparty credit risks through rules and risk management measures, these 

measures may not be sufficient to detect problems and in certain circumstances, clearing participants might 

suffer difficulties that would impair their capacity to meet their financial performance obligations to ICCL. If 

such impairment were to occur, our measures to offset counterparty default risk and our financial resources, 

including the Core Settlement Guarantee Fund, might not prove sufficient to protect us from any counterparty 

defaults or from the material adverse affects of such defaults. Our results of operations could therefore be 

further materially adversely affected by losses sustained as a result of participant defaults on settlement 

obligations. Our business operations are also affected by timely and efficient transfer of securities to and from 

the depositories, NSDL and CDSL. Any delay or failure on the part of any of the depositories in the pay-in or 

pay-out of securities may materially and adversely affect ICCL's business operations. 

 

10. Our electronic trading platform, networks and those of our third-party service providers may be 

vulnerable to security risks and cyber-attacks. 

 

Our electronic trading platforms involve the storage and transmission of our customersô proprietary information. 

A failure of the platform, including a security breach or a cyber-attack, could result in the loss or 

misappropriation of customer data and, as a consequence, our activities could be disrupted and we could face 

litigation and be required to compensate a portion of damages sustained by our customers. The secure 

transmission of confidential information over public and other networks is also a crucial and element of our 

operations. Our networks, namely our BSE Network, trading network and internet network and those of our 

third-party service providers may be vulnerable to unauthorized access, cyber-attacks, computer viruses and 

other security problems. Persons who circumvent security measures could wrongfully access and use our 

information or our customersô information, or cause interruptions or malfunctions in our operations. Such 

breaches or any actual, threatened or perceived attacks in the future could compromise our confidential data, 

such as clients' trading data and positions, which could lead to lawsuits against us and could result in 

government agencies commencing investigations of our operations, which could result in negative publicity, 

harm to our reputation, and subject us to government fines and regulatory sanctions. The market perception of 

the effectiveness of our security measures could be harmed and could cause members, customers and investors 

to either reduce or stop their use of our electronic trading platforms, leading to loss of trading share, loss of 

trading volume and loss of revenues, any of which could materially adversely affect our business, financial 

condition and results of operations. We may also be required to expend significant resources to protect against 

the threat of security breaches or to alleviate problems, including reputational harm, caused by any cyber-attacks 

or security breaches. 
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11. Certain of our critical trading infrastructure and software agreements are licensed from third parties. 

 

Our main trading engine has been obtained by us pursuant to a software licensing arrangement entered into with 

Eurex Frankfurt AG ("Eurex"). Eurex has sublicensed the trading architecture to us on the basis of its license 

agreement with the license owner Finnovation S.A. The software license agreement is valid for a period of 10 

years from May 24, 2013 with a renewal option for a period of seven years and a further right to obtain a 

perpetual license at the end of such period. The agreement is subject to termination by Eurex in the event of 

default in compliance by us with our obligations under the agreement. This trading engine forms the core of our 

trading network and should it fail or become unavailable to us, our operations would be subjected to severe 

disruptions. In the absence of a renewal of this license on favourable terms or at all, we may incur significant 

cost in procuring or developing and implementing a new trading engine. Further, technology obsoletion may 

lead to this trading engine becoming redundant within a time period far shorter than anticipated by us. 

Accordingly, we may be required to invest additional amounts and incur significant costs in upgrading or 

purchase of newer technologies. 

 

Any failure of our trading architecture may have a material adverse impact on our business, cash flows, results 

of operations, reputation, profitability and prospects. 

 

12. Insufficient systems capacity and systems failures could materially adversely affect our business and 

reliance on third party service providers. 

 

Our business depends on the performance, reliability and upgrades of complex computer and communications 

systems as well as third party systems and links and third party service providers including settlement banks, 

certain data suppliers, server hardware suppliers, software providers, telecommunications equipment suppliers 

and telecommunications providers. Heavy use of our platforms and order routing systems during peak trading 

times or at times of unusual market volatility could cause our systems to operate slowly or even to fail for 

periods of time. Our or any third party service providerôs failure to maintain systems or to ensure sufficient 

capacity may also affect its operations or result in disruptions of its regulatory and reporting functions, leading 

to claims, reputational damage and sanctions by regulators. In particular, the timing of calculations of real-time 

indices as reference prices for certain derivatives is critical. As a result of any errors in, delays or unavailability 

of information provided by a third party, we may face liabilities from customers who rely on these indices as a 

reference point for their specific products. 

 

We have experienced systems failures in the past. For example, in April 2014, market participants faced 

difficulties in executing trades on our markets due to login connectivity issues for about half an hour as we 

moved to our new trading platform, BOLT+. Two days later, prices on the exchange stopped updating and we 

halted trade executions for about 15 minutes. In June 2014, we faced issues with calculation and updating of 

real-time data feeds for almost one hour. In July 2014, our systems were shut down for over three hours in the 

middle of the trading day due to errors by a service provider. It is possible that we will experience systems 

failures in the future even with our back-up and risk management systems in place. Systems failures could be 

caused by, among other things, cyber-attacks, periods of insufficient capacity or network bandwidth, power or 

telecommunications disruptions or failures, acts of God or war, terrorism, human error, natural disasters, fire, 

sabotage, hardware or software malfunctions or defects, computer viruses, intentional acts of vandalism and 

similar events over which we have little or no control. 

 

We also rely on third parties for systems support. Any interruption in these third-party services or deterioration 

in the performance of these services, regardless of the cause, could also be disruptive to our business and affect 

trading activity. While we have backup systems in place for certain aspects of our operations, our systems and 

infrastructures are not fully redundant, disaster recovery planning is not sufficient for all eventualities and our 

property and business interruption insurance coverage may not be adequate to compensate us fully for any 

losses that we may suffer. 

 

If we, or third parties upon which we rely, cannot expand system capacity to handle increased demand, or if any 

of its systems otherwise fail to perform and we, or any third party upon which we rely, experience interruptions, 

malfunctions, disruptions in service, slower response times or delays in introducing new products and services, 

then we could incur reputational damage, regulatory sanctions, litigation, loss of trading share, loss of trading 

volume and loss of revenues, any of which could materially adversely affect our business, financial condition 

and results of operations. 
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13. If market data disseminated by us contains undetected errors, this could have a material adverse 

effect on our business, financial condition or results of operations. 

 

Market data distributed by us covers a variety of asset classes traded on the exchange, as well as information 

covering various third-party indices. The compilation and/or dissemination of such market data or third-party 

index information could give rise to miscalculations or undetected errors. Market participants who use real time 

price and orderbook information or other market moving signals to make their buy or sell decisions and 

recommendations, or require accurate instrument reference data for risk management activities and error-free 

settlement, may base their decisions on miscalculated or erroneous information. Therefore, we may be exposed 

to damage claims brought against us based on such miscalculations or undetected errors which could result in 

harm to our reputation, contractual disputes, negative publicity, delays in or loss of market acceptance of our 

products or unexpected expenses and diversion of resources to remedy errors. This may have a material adverse 

effect on our business and cash flows, financial condition and results of operations. 

 

14. Our industry is highly competitive and we compete globally with a broad range of market 

participants for listings, clearing, trading and settlement volumes. 

 

We face significant competition for listings, clearing, trading and settlement of cash equities, ETFs, structured 

products, futures, options and other derivative products. As a result of increased liberalization and globalization 

of the world capital markets, industry consolidation and an increasing number of traditional and non-traditional 

trading venues, we expect such competition to continue. We compete with national market participants in India, 

primarily the NSE, in a variety of ways, including the cost, quality and speed of trade execution, market 

liquidity, functionality, ease of use and performance of trading systems, the range of products and services 

offered to customers and listed companies, and technological innovation and reputation. Some of these 

competitors are also among our largest customers. 

 

Increased competition from existing, new and potential competitors, such as the NSE and the Metropolitan 

Stock Exchange of India ("MSEI ") for equity-based products and the Multi Commodity Exchange of India 

("MCX ") and the National Commodity and Derivatives Exchange of India ("NCDEX") for commodities, could 

cause us to experience a decline in our global market share of listing, clearing, trading and settlement activity. 

Such a decline would translate into a decrease in associated transaction fees, clearing and settlement fees, our 

proportionate share of market data fees, net investment income, custody fees and other related revenue, which 

would materially adversely affect our financial conditions and results of operations. In addition, increased 

competition particularly in a highly regulated environment may exert a downward pressure on fees in order for 

us to remain competitive, which could materially adversely affect our business, financial condition and results of 

operations. We could lose a substantial percentage of our market share of trading or listings if we are unable to 

effectively compete on price, or our profit margins could decline if we reduce pricing in response to increased 

competition. 

 

If we fail to compete successfully, our business, financial condition and results of operations may be materially 

adversely affected. For more information on the competitive environment in which we operate, see "Business ð 

Competition". 

 

15. Our risk management methods and insurance policies may not be effective or adequate. 

 

We are exposed to investment and market risk with respect to foreign currency exchange rates and interest rates, 

as well as credit risk, operational risk, counterparty default risk and liquidity risk. While we have risk 

management policies and procedures designed to prevent the occurrence of, or mitigate, such risks, these 

policies and procedures may not be fully effective. Managing legal and regulatory risk requires, among other 

things, IT systems, policies and procedures and personnel to properly monitor, record and verify a large number 

of transactions and events. We can provide no assurance that our IT systems, policies and procedures and 

personnel will always be effective or that we will always be successful in monitoring or evaluating the 

compliance risks to which we are or may be exposed. Non-compliance could lead to reduced levels of issuer and 

investor activity on our markets and may have a material adverse effect on our business. 

 

We and our Group Companies maintain insurance coverage against some risks to our business such as natural 

disasters, theft, burglary and other crimes, damage to property, operations with forged securities and payment 

documents, and other documents, cyber crimes and computer crimes, as well as certain operational activities. 

Our insurance coverage includes indemnification of loss suffered due to system failure to the extent of  1,000 

million and any claim on our depository of up to  1,000 million. However, our insurance may not always be 
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adequate to cover losses we incur and large, uninsured losses or claims may have a material adverse effect on 

our business, financial condition, results of operations and prospects. 

 

16. We may not be able to retain and maintain our key personnel that we rely on, which could impair 

our ability to reach our strategic goals and could have a material adverse effect on our reputation, 

business, financial condition and results of operations. 

 

Our success depends to a significant extent upon the continued employment and performance of a number of 

key personnel, such as our, CDSL and ICCL's managing director and chief executive officers, our chief financial 

officer, our chief regulatory officer, our chief business officer, our chief of business operations and our chief 

information officer. The employment contracts for key personnel are fixed term contracts. The loss of any of our 

key personnel, whether such personnel forms part of the senior management or otherwise, could have a material 

adverse effect on our operations and performance. Our future success will to a large extent depend on our ability 

to retain key personnel and also our ability to attract and retain highly skilled technical, managerial and 

marketing personnel. Competition for such skilled and specialized personnel is intense in our industry. There 

can be no assurance that we will be successful in retaining or attracting the personnel we require. 

 

In order to effectively manage our operations and reach our strategic objectives, we must employ, retain and 

motivate highly qualified personnel. Due to the unique nature of our operations, potential employees who 

possess the requisite skills we require are scarce. Any increase in the turnover of employees in key positions 

could lead to a temporary reduction in our operational efficiency due to lack of availability of potential 

employees with the relevant skills and the lengthy training processes required to train new employees in these 

positions. In addition, we depend upon the services of a small number of key executive officers and directors. 

There can be no assurance that these individuals will continue to make their services available to us in the 

future. The loss of or diminution in the services of one or more of our key executive officers or directors, or our 

inability to attract, retain and maintain new executive officers or directors and highly qualified personnel, could 

impair our ability to reach our strategic goals and could have a material adverse effect on our reputation and/or 

our business, financial condition, results of operations and prospect. 

 

Additionally, the employment agreement for our managing director does not provide for any obligation for non-

disclosure of know-how, knowledge, information, trade-secrets etc. Furthermore, the non-disclosure obligation 

provided under the employment contracts with other key personnel does not extend beyond the term of the 

contract. Hence, we cannot assure protection of the know-how, knowledge, trade secrets, methods, plans etc. 

once the agreement is terminated. The disclosure of such information about us could have an adverse effect on 

our business and resulting operations. 

 

17. Failure to protect our intellectual property rights could materially adversely affect our business. 

 

We own or license rights to a number of trademarks, service marks, trade names, that we use in our business, 

including the BSE and SENSEX trademark and logo. To protect our intellectual property rights, we rely on a 

combination of trademark laws, copyright laws, confidentiality provisions and other contractual arrangements 

with our affiliates, customers, strategic investors and others. The protective steps taken may be inadequate to 

deter misappropriation of our intellectual property. We may be unable to detect the unauthorized use of, or take 

appropriate steps to enforce, our intellectual property rights. Failure to protect our intellectual property and 

trademarks adequately could harm our reputation and affect our ability to compete effectively. Further, 

defending our intellectual property rights may require significant financial and managerial resources, the 

expenditure of which may materially adversely affect its business, financial condition and results of operations. 

In addition, we have together with S&P Dow Jones Indices LLC licensed the right to use "BSE SENSEX" to our 

joint venture, Asia Index Pvt. Ltd. There can be no assurance that any such index licensing agreements and 

trademark licensing agreements can be renewed on favourable terms or at all. 

 

18. We may experience fluctuations in trading activities and thus our total revenue and profitability 

from period to period, and the largely fixed nature of our expenses makes it difficult to adjust 

expenses quickly in response to fluctuations in operating income. 

 

As our total revenue is dependent in part on equities, a historically volatile product, as well as on a number of 

external factors, such as trading activity and price levels on our markets, our total revenue and profitability may 

fluctuate from one period to another. Further, a large proportion of our expenses, such as personnel expenses, 

equipment and intangible assets maintenance, taxes (other than income tax), amortisation of intangible assets 

and depreciation of property and equipment, are fixed in the short term. If total revenue falls below expectations 
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or cannot be increased to match increased expenses, we may not be able to adjust operating expenses quickly 

enough to compensate for the reduction in profit, and our business, financial condition and results of operations 

for a given period may be materially adversely affected. 

 

19. Changes in regulations concerning our ownership in CDSL may have a material adverse effect on 

us. 

 

In April 2012, the SEBI board approved regulations limiting any single stock exchange from owning more than 

24% of the share capital of a depository and gave stock exchanges three years to come into compliance with the 

limitation. As of April 2015, we were not in compliance with this limitation and SEBI extended our deadline to 

come into compliance to March 31, 2017. As of June 30, 2016, we held 54.20% of the share capital in our 

subsidiary, CDSL, which we must reduce to no more than 24% by March 31, 2017. Given the time frame to 

come into compliance, there may be pricing pressure which may affect our ability to bargain and as a result, 

materially adversely affect CDSL's valuation upon divestment. Further, there can be no assurance that the sell-

down of CDSL will take place and even if it does, whether we will be able to comply by the stipulated timeline. 

Failure to meet the stipulated timeline and failure to obtain an extension may subject to compulsory disposal of 

our shareholding, withdrawal of our recognition to act as a stock exchange, penalties and fines, which may 

materially and adversely affect our business, financial condition and results of operations. Moreover, there is no 

assurance that SEBI will not further lower the maximum shareholding of stock exchanges in a depository in the 

future, which may affect our income from depositary activities and thus materially and adversely affect our 

business, financial condition and results of operations.  

 

We have prepared unaudited pro forma consolidated financial information to reflect, on a pro forma basis, the 

impact of our sell-down of CDSL. However, the assumptions and expectations that we have used to prepare the 

pro forma financial information may be materially different from our actual experience and the unaudited pro 

forma consolidated financial information may not be indicative of what our results of operations and financial 

condition will be in the future. Further, the sell-down of our material subsidiary may have a material adverse 

effect on our profitability, business, financial condition and results of operations. For more information, see "ð

The Pro Forma Financial Information included in this Draft Red Herring Prospectus is presented for 

illustrative purposes only and may not be indicative of our financial condition or results of operations". 

 

20. The Pro Forma Financial Information included in this Draft Red Herring Prospectus is presented 

for illustrative purposes only and may not be indicative of our financial condition or results of 

operations. 

 

In preparing the unaudited pro forma consolidated financial information included in this Draft Red Herring 

Prospectus, we have made adjustments to our historical financial information based upon currently available 

information and upon assumptions that our management believes are reasonable in order to reflect, on a pro 

forma basis, the impact of our proposed sell-down of CDSL and as further adjusted for this offering and the 

contemplated use of the estimated net proceeds from this offering. We have not factored in any consideration 

from such divestment, given that the exact nature of the transaction is still uncertain and we are not able to 

calculate the consideration that we will receive. 

 

The estimates and assumptions used in the calculation of the unaudited pro forma consolidated financial 

information in this Draft Red Herring Prospectus may be materially different from our actual experience. 

Accordingly, the unaudited pro forma consolidated financial information included in this Draft Red Herring 

Prospectus does not purport to indicate the results that would have actually been achieved had the divestment 

been completed on the assumed date or for the periods presented, or which may be realized in the future, nor 

does it give effect to any events other than those described in our unaudited pro forma consolidated financial 

statements and notes thereto. 

 

21. In the event of a default in relation to a debt investment, we will bear a risk of loss of principal and 

accrued interest and the geographic concentration of our investment portfolio makes us vulnerable 

to a downturn in the Indian economy. 

 

We invest primarily in debt securities such as debt instruments of banks and financial institutions, corporate debt 

and debt mutual funds, and government securities. For the three months ended June 30, 2016 and for FY 2016, 

FY 2015 and FY2014, our investment and deposit income and treasury income on clearing and settlement funds 

together accounted for 31.5%, 35.1%, 44.1% and 49.5% of our total revenue, respectively. The geographic 
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concentration of our investment portfolio in Indiameans that we may be subject to significant losses if the Indian 

economy in general or debt markets in specific were to experience difficulties. 

 

For our investments in debt securities, which form the substantial majority of our investments, performance and 

yield on our investments may be affected by the default or perceived credit impairment of the companies in 

which we invest and by general or sector specific credit spread widening. Credit risks associated with the 

investments include (among others): (i) the possibility that earnings of an issuer may be insufficient to meet its 

debt service obligations; (ii) an issuerôs assets declining in value; and (iii) the declining creditworthiness, default 

and potential for insolvency of an issuer during periods of rising interest rates and economic downturn. An 

economic downturn and/or rising interest rates could severely disrupt the market for the investments and 

materially adversely affect the value of the investments and the ability of an issuer to repay principal and 

interest. In turn, this may materially adversely affect our business, financial condition, results of operations 

and/or the market price of the Equity Shares. 

 

In the event of a default in relation to an investment, we will bear a risk of loss of principal and accrued interest 

on that investment. Any such investment may become defaulted for a variety of reasons, including non-payment 

of principal or interest, as well as breaches of contractual covenants. A defaulted investment may become 

subject to workout negotiations or may be restructured by, for example, reducing the interest rate, a write-down 

of the principal, and/or changes to its terms and conditions. Any such process may be extensive and protracted 

over time, and therefore may result in substantial uncertainty with respect to the ultimate recovery on the 

defaulted investment. In addition, significant costs might be imposed on the lender, further affecting the value of 

the investment. The liquidity in such defaulted investments may also be limited and, where a defaulted 

investment is sold, it is unlikely that the proceeds from such sale will be equal to the amount of unpaid principal 

and interest owed on that investment. This may materially adversely affect our business, financial condition, 

results of operations and/or the market price of the Equity Shares. 

 

In the case of secured loans, restructuring can be an expensive and lengthy process which could have a material 

negative effect on our anticipated return on the restructured loan. By way of example, it would not be unusual 

for any costs of enforcement to be paid out in full before the repayment of interest and principal. This would 

substantially reduce the anticipated return on the restructured loan, which could materially adversely affect our 

business, financial condition, results of operations and/or the market price of the Equity Shares. In addition, we 

may also invest in unsecured borrowings. In the event of a default, we may not be able to recover some or all of 

our investments and our credit ratings may decrease, which may materially and adversely affect our income 

from investments, business and results of operations. 

 

Our investments in equity ETFs are subject to market risks. General movements in the values of equity markets 

and changes in the prices of the securities we hold may materially adversely affect our income and as a result, 

materially adversely affect our business, financial condition, results of operations and/or the market price of the 

Equity Shares. 

 

22. Changes in interest rates may materially adversely affect our profitability. 

 

We are exposed to the effects of fluctuations in the prevailing levels of market interest rates on our financial 

position and cash flows and thus changes in interest rates may materially adversely affect the value of our 

investments. Our interest rate risk is affected primarily by the yield on our debt investments. Changes in the 

general level of interest rates can affect our profitability by affecting the spread between, amongst other things, 

income we receive on our investments in debt securities, the value of our interest-earning investments, our 

ability to realise gains from the sale of investments and our interest expense on our interest bearing liabilities. 

Changes in interest rates may also affect the valuation of our investments by impacting the valuation discount 

rate. Interest rates are sensitive to many factors, including governmental, monetary and tax policies, domestic 

and international economic and political considerations, fiscal deficits, trade surpluses or deficits, regulatory 

requirements and other factors beyond our control. 

 

23. There is outstanding litigation against the Company, our Group Companies and our Directors which 

if determined adversely, could affect our business and results of operations.  

 

We are involved in various criminal, civil, labour and tax-related litigations, which are at different stages of 

adjudications before various fora. A summary of the litigations involving the Company, Group Companies and 

our Directors is set out below. The amounts involved in these proceedings have been summarised to the extent 

ascertainable and quantifiable, and include amounts claimed jointly and severally with other parties. Should any 
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new developments arise, such as any change in applicable Indian law or any rulings against us by appellate 

courts or tribunals, we may need to make provisions in our financial statements that could increase expenses and 

current liabilities. Any adverse decision may have an adverse effect on our business, results of operations and 

financial condition. 

 
SI. No. Brief description No. of cases Amount involved 

(  in millions) (1) 

Cases involving the Company 

1. Criminal cases 18 92.2 

2. Material civil cases 15(2) 5,893.1 

3. Direct tax matters 44 38,839.6 

4. Indirect tax matters Nil  Nil  

5. Actions by regulatory / statutory authorities 4 14 

______________ 
(1)  Does not include claims towards interest or costs of proceedings.  
(2)  This includes outstanding litigation against the Company of any other persons or companies whose outcome could have an adverse 

effect on the Company. 

 

SI. No. Brief description No. of cases Amount involved 

(  in millions) (1) 

Cases involving our Directors 

1. Criminal cases Nil  Nil  

2. Material civil cases 1 Not quantifiable 

3. Direct tax matters Nil  Nil  

4. Indirect tax matters Nil  Nil  

5. Actions by regulatory / statutory authorities Nil  Nil  

______________ 
(1)  Does not include claims towards interest or costs of proceedings. 

 

SI. No. Brief description No. of cases Amount involved 

(  in millions) (1) 

Cases involving our Group Companies 

1. Criminal cases 1 1 

2. Material civil cases 2 76 

3. Direct tax matters 11 22 

4. Indirect tax matters 5 398.7 

5. Actions by regulatory / statutory authorities Nil  Nil  

______________ 
(1)  Does not include claims towards interest or costs of proceedings. 

 

For more information, please see the section titled "Outstanding Litigation and Material Developments" on page 

440 of this Draft Red Herring Prospectus. 

 

If any of the case pending is decided against us, it may have a material adverse effect on our businesses, 

reputation, financial condition, cash flows and results of operations. 

 

24. We require a number of regulatory approvals for operation or growth of our business, and the 

failure to obtain the same in a timely manner or at all may subject us to sanctions and penalties 

pursuant to inspection and supervision by regulatory authorities, including the SEBI, or otherwise 

adversely affect our operations. 

 

We require a number of regulatory approvals, licenses, registrations and permissions to operate our business, 

including at a corporate level as well as at the level of each of our branches. For example, we have licenses from 

SEBI in relation to, among others, introducing derivatives contracts on various indices of the exchange, 

introduction of futures and options contracts on various indices of the exchange, setting up an SME platform 

and trading in government securities. Some of these approvals are required to be renewed from time to time. 

Further, our operations are subject to continued review and the governing regulations may change. While we 

believe that we currently have or have applied for all material approvals required for our business, we may not 

have, or may not receive, all necessary approvals, or be able to obtain renewals of all our approvals within the 

time frames anticipated by us or may not obtain the same at all, which could adversely affect our business. 

Failure to obtain, renew or maintain any required approvals, permits or licenses or to meet any regulatory 

requirements may result in the interruption of all or some of our operations, constrain our ability to scale-up our 

business or to introduce new products and services and could materially and adversely affect our business and 

financial results. Further, we may require regulatory approvals and licenses that we do not currently possess for 

certain of our proposed projects, such as our GIFT City project. In addition, our business operations also rely 
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heavily on various intermediaries, and any change in regulations governing the intermediaries may have a 

material and adverse impact on us. For more information, please see the section titled "Government and Other 

Approvals" on page 452 of this Draft Red Herring Prospectus. 

 

25. Certain of our Subsidiaries have incurred losses during recent financial years. 

 

The following Subsidiaries have incurred losses as of the financial years set forth below: 

 

Name of entity 

Loss for the year ended March 31 

(in  million)  

March 31, 2016 March 31, 2015 March 31, 2014 

BSE Investments 0.1 0.1 N/A 

BSE Sammaan 0.4 N/A N/A 

BSE Skills 1 0.9 N/A 

CDSL Insurance 4.9 5.6 - 

BIL - Ryerson Technology 

Startup Incubation 

Foundation 

1.4 N/A N/A 

 

For details on the above Subsidiaries, see the section titled "Our Group Companies" on page 187 of this Draft 

Red Herring Prospectus. We cannot assure you that our Subsidiaries will not incur losses in the future. 

 

26. Our Registered Office and the registered offices of certain of our Subsidiaries is located on land that 

is not registered in our name.  

 

Our Registered Office and the registered offices of certain of our Subsidiaries is located at P. J. Towers in Dalal 

Street, Mumbai. As of the date of this Draft Red Herring Prospectus, title to P. J. Towers is still under the names 

of the trustees of our predecessor entity prior to demutualisation, and has not been registered to our and our 

relevant Subsidiaries' names. While we have applied for amendment of the municipal records, our application is 

still pending. Additionally, we have in the past been required to demolish certain constructions and additions to 

our building pursuant to objections raised by municipal authorities. In furtherance of a judgment of the Bombay 

High Court, we have provided an undertaking that we would not utilise certain floors of the P.J. Towers 

building, without prior permission, except as service floors. There can be no assurance that any alterations or 

modifications made by us in future would not be subjected to similar penalties and any deviations from 

approved building plans may subject us to penalties in the future, including imprisonment of our officers and 

Directors. In the absence of requisite approvals and clearances, we may not be able to undertake any 

modifications or upgrades to our offices, rendering all or parts of our offices unfit for use 

 

27. Our contingent liabilities as stated in our Restated Consolidated Financial Statements could 

adversely affect our financial condition. 

 

As at June 30, 2016, we had contingent liabilities that we do not consider remote, totalling  489.0 million, of 

which  40.1 million relate to our Department of Telecommunications ("DOT") license matters,  445.6 million 

relate to income and service tax matters and  3.3 million relate to other matters. Our contingent liabilities 

relating to income tax matters are pending with respect to demands raised for disallowance of expenditures 

related to exempt income and prior period items. Our contingent liabilities relating to service tax matters are on 

account of disputes between us and certain tax authorities relating to investment income, specifically with of our 

subsidiary companies in relation to the characterization and classification of certain items. For further details of 

certain matters which comprise our contingent liabilities, see "Financial Statements". If at any time we are 

compelled to realize all or a material proportion of these contingent liabilities, it may have a material and 

adverse effect on our business, financial condition and results of operations. 

 

Risks Relating to Regulation 

 

28. We operate in a highly regulated industry and may be subject to censures, fines and other legal 

proceedings if we fail to comply with our legal and regulatory obligations, including our oversight 

obligations regarding listed companies. 

 

We operate in a highly regulated industry and are subject to extensive regulation. SEBI regulates us and has 

broad powers to withhold approvals or consents with respect to proposals made by us (whether with respect to 

rule amendments, product range or infrastructure or market development initiatives), to issue suspension orders 

and to require us to produce records and supply information. Where SEBI is satisfied that it is appropriate to do 
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so in the interest of the investing public or in the publicôs interest, for the protection of investors or for the 

proper regulation of us, ICCL, CDSL or any other SEBI-regulated entities, SEBI may suspend any of the 

functions of any of the aforementioned entities. In the event that SEBI exercises such powers, this would have a 

material adverse effect on our business, reputation, financial condition and results of operations. 

 

Additionally, we exercise by way of our regulations, rules and bye-laws certain regulatory functions, including 

monitoring of compliance of certain securities laws by entities listed on our platform. Any increase in the levels 

of monitoring that we are required to perform, including on account of regulatory changes, may impose or result 

in increased or excessive regulatory burdens on and compliance costs for us. Further, failure to adequately 

monitor compliance with applicable securities laws for entities listed on our platform may subject us to 

penalties, fines, suspension of our licence or third-party lawsuits. For example, in the past there have been 

lawsuits brought against exchanges in India, including us, alleging that the exchanges have not adequately 

monitored listed companies, in particular companies that have been suspended for trading for a long period of 

time. SEBI announced in May 2016 measures seeking to delist companies listed on Indian exchanges that have 

long been suspended for trading, including approximately 1,200 companies listed on the NSE and BSE that have 

had their trading suspended for seven years or more. It is possible that any steps we take to force such 

companies to delist would result in litigation against us by such companies, or that should we not take steps to 

delist such companies we may be faced with litigation alleging that we have not fulfilled our oversight 

responsibilities. 

 

We may be exposed to a higher risk of reputational damage or financial loss due to the higher exposure to 

regulatory requirements and sanctions, penalties or fines resulting from failure to comply with any new, newly 

applied or existing laws or regulations. We may also expect increased operational costs or sustain losses or 

financial consequences if any recognition by overseas regulators is required or if our contracts must be 

renegotiated or if contract terms must be altered as a result of new or newly applied laws, regulations or court 

decisions whether due to the extraterritorial effect of overseas regulations or otherwise. Our ability to comply 

with applicable laws and rules will largely depend on our ability to establish and maintain appropriate systems 

and procedures and as well as our ability to attract and retain qualified personnel and professionals. 

 

In the case of actual or alleged non-compliance with regulatory requirements, we could be subject to 

investigations and administrative or judicial proceedings that may result in substantial penalties. Any such 

investigation or proceeding, whether successful or unsuccessful, could result in substantial costs and diversions 

of resources, which could negatively affect our reputation and have a material adverse effect on our business 

and cash flows, financial condition and results of operations.  

 

29. We are not in compliance with the provisions of Regulation 24 of the Securities and Exchange 

Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015, as amended 

("Listing Regulations") 

 

In terms of Regulations 24(1) of the Listing Regulations, at least one independent director on the board of 

directors of the Exchange is required to be appointed as a director on the board of directors of an unlisted 

material subsidiary of the Exchange. In terms of the Listing Regulations, CDSL Limited is a material unlisted 

subsidiary of the Exchange. However, in terms of the Securities Contract (Regulation) (Stock Exchanges and 

Clearing Corporation) Regulations, 2012, as amended read with paragraph 6.3.4 of the circular 

(CIR/MRD/DSA/33/2012) dated December 13, 2012 issued by SEBI, no public interest director of a recognised 

stock exchange is permitted to be simultaneously appointed on the board of any other recognised stock 

exchange or their subsidiary. Accordingly, the Exchange is as on the date of the DRHP not in compliance with 

Regulation 24(1) of the Listing Regulation and would not be in compliance of Regulation 24(1) upon 

completion of the Offer and such non-compliance could subject us to investigations and regulatory proceedings 

that may result in substantial penalties. 

 

30. Changes in regulations concerning the Settlement Guarantee Fund may have material adverse 

effect on us. 

 

Under the SEBI regulations, we are required to maintain a Settlement Guarantee Fund and transfer 25% of our 

annual profits to this fund as maintained by our clearing corporation, ICCL. However, in its board meeting on 

May 19, 2016, the SEBI Board approved an amendment to remove the provision that required all recognized 

stock exchanges to transfer 25% of their profits to the Settlement Guarantee Fund. While SEBI is currently 

working on amending the regulations, the amendments have not yet taken effect and there is no guarantee that 

they will pass, or if they do, when they will do so. Until such time as amendments to this requirement become 
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effective, we will still be required to contribute 25% of our annual profits to the Settlement Guarantee Fund in 

accordance with the current SEBI regulations. We cannot assure you that our required contribution to the 

Settlement Guarantee Fund will reduce below 25% of our profits. Moreover, should SEBI in the future vary the 

required contribution amounts to the Settlement Guarantee Fund, we may have to contribute more of our profit 

to the Settlement Guarantee Fund which could materially and adversely affect our financial ability. 

 

Further, there have been several changes to the form and manner in which recognized stock exchanges must 

make contributions to a Settlement Guarantee Fund and Core Settlement Guarantee Fund in the last few years. 

These regulatory changes have resulted in us needing to change our accounting treatment of such contributions 

in order to respond to new or changing regulations. The audit reports in respect of our consolidated financial 

statements and standalone financial statements for FY 2013, FY 2014, FY 2015 and FY 2016 contained matters 

of emphasis from our statutory auditors to draw attention to these changes. 

 

See "Management's Discussion and Analysis of Financial Condition and Results of OperationsðFactors 

Affecting our Results of OperationsðSettlement Guarantee Fund and the Core Settlement Guarantee Fund" for 

specific details. 

 

31. Companies in India (based on notified thresholds), including the Exchange, will be required to 

prepare financial statements under Ind-AS (which is India's convergence to IFRS). The transition to 

Ind-AS in India is very recent and there is no clarity on the impact of such transition on the 

Exchange. All income tax assessments in India will also be required to follow the Income 

Computation Disclosure Standards. 

 

We currently prepare our annual financial statements under Indian GAAP (which are different to the IFRS in 

various material respects). Companies in India, including us, will be required to prepare financial statements 

under óIndian Accounting Standardô ("Ind-AS") which are converged with International Financial Reporting 

Standards. On January 2, 2015, the Ministry of Corporate Affairs, Government of India (the "MCA ") 

announced the revised roadmap for the implementation of Ind-AS (on a voluntary as well as mandatory basis) 

for companies other than banking companies, insurance companies and non-banking finance companies through 

a press release (the "Press Release"). Further, on February 16, 2015, the MCA has released the Companies 

(Indian Accounting Standards) Rules, 2015 which has come into effect from April 1, 2015. 

 

Ind-AS will be required to be implemented on a mandatory basis by companies based on their respective net 

worth as set out below: 

 

Phase I - Mandatory for accounting periods on or 

after April 1, 2016 (comparatives for the periods 

ended March 31, 2016 or as appropriate) 

Phase II - Mandatory for accounting periods on 

or after April 1, 2017 (comparatives for the 

periods ended March 31, 2017 or as appropriate) 

Companies whose equity and/or debt securities are 

listed or are in the process of listing on any stock 

exchange in India or outside India and having net 

worth of  500 crores or more. ("A") 

Those whose equity and/or debt securities are listed 

or are in the process of listing on any stock exchange 

in India or outside India and having net worth less 

than  500 crores. ("A") 

Companies, other than those covered in "A", having 

a net worth of  500 crores or more. ("B") 

Companies, other than those covered in "A", having 

a net worth of  250 crores or more but less than  

500 crores. ("B") 

Holding, subsidiary, joint venture or associate 

companies of companies covered under "A" or "B" 

Holding, subsidiary, joint venture or associate 

companies of companies covered under "A" or "B" 

 

For the purpose of calculation of net worth of Companies, the net worth shall be calculated in accordance with 

the stand-alone financial statements of the company as on March 31, 2014 or the first audited period ending 

after that date. 

 

In addition, any holding, subsidiary, joint venture or associate companies of the companies specified above 

(even though if they do not meet above threshold) shall also comply with such requirements from the respective 

periods specified above. 

 

There is not yet a significant body of established practice on which to draw informing judgments regarding its 

implementation and application. Additionally, Ind-AS differs in certain respects from IFRS and therefore 

financial statements prepared under Ind-AS may be substantially different from financial statements prepared 

under IFRS. There can be no assurance that the Exchange's financial condition, results of operation, cash flow or 
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changes in shareholders' equity will not be presented differently under Ind-AS than under Indian GAAP or 

IFRS. 

 

Furthermore, the Government of India has issued a set of Income Computation and Disclosure Standards 

("ICDS") that will be applied in computing taxable income and payment of income taxes thereon, effective from 

April 1, 2015. ICDS apply to all taxpayers following an accrual system of accounting for the purpose of 

computation of income under the heads of "Profits and gains of business/profession" and "Income from other 

sources." This is the first time such specific standards have been issued for income taxes in India, and the 

impact of the ICDS on our tax incidence is uncertain. 

 

We may encounter difficulties in the ongoing process of implementing and enhancing our management 

information systems under Ind-AS reporting and the ICDS. There can be no assurance that the adoption of Ind-

AS and the ICDS by the Exchange will not materially adversely affect our results of operation and/or financial 

condition. 

 

32. Significant differences exist between Indian GAAP and other accounting principles, such as US 

GAAP, Ind-AS and IFRS, which may be material to investors' assessments of our financial 

condition. 

 

Our financial statements, including the financial statements provided in this Draft Red Herring Prospectus, are 

prepared in accordance with Indian GAAP. We have not attempted to quantify the impact of US GAAP, Ind-AS 

or IFRS on the financial data included in this Draft Red Herring Prospectus, nor do we provide a reconciliation 

of our financial statements to those of US GAAP, Ind-AS or IFRS. US GAAP, Ind-AS and IFRS differ in 

significant respects from Indian GAAP. Accordingly, the degree to which the Indian GAAP financial statements 

included in this Draft Red Herring Prospectus will provide meaningful information is entirely dependent on the 

reader's level of familiarity with Indian accounting practices. Any reliance by persons not familiar with Indian 

accounting practices on the financial disclosures presented in this Draft Red Herring Prospectus should 

accordingly be limited. For further details, please see "Summary of Significant Differences Between Indian 

GAAP and Ind AS" on page 404 of this Draft Red Herring Prospectus. 

 

33. Changes in government policies could materially adversely affect trading volumes of instruments 

traded on our exchange. 

 

The central and state governments have traditionally exercised, and continue to exercise, significant influence 

over many aspects of the economy. Since 1991, successive governments have pursued policies of economic 

liberalisation and financial sector reforms. The current government has announced its general intention to 

continue India's current economic and financial sector liberalisation and deregulation policies. However, there 

can be no assurance that such policies will be continued and a significant change in the government's policies in 

the future could affect business and economic conditions in India and could also materially and materially 

adversely affect our business, financial condition and results of operations. 

 

Trading volumes on our markets could be affected by changes in policies of the Government. Changes in tax 

law or policy, regulatory changes regarding foreign portfolio investors or changes in other regulations or 

policies that affect our businesses, including our listed companies, such as changes that make offerings of Indian 

securities outside India (for example, GDRs) easier, changes affecting the ability of investors to freely trade on 

our exchanges, or the taxation or repatriation of profits from such trading, or changes to the manner in which 

securities are traded, cleared and settled on our exchanges and clearing corporation, may have a material adverse 

effect on our business, financial condition, results of operations and prospects. 

 

For example, in 2013 the Government changed its policy requiring unlisted Indian companies wanting to raise 

capital abroad to first be listed on an exchange in India for at least two years, to allow such companies to raise 

capital abroad without first listing in India so long as they comply with certain conditions. Changes in 

Government policy, such as this, may lead to us facing increased competition from international exchanges, 

which may materially adversely affect our business, financial condition, results of operations and prospects. 

 

In addition, we may also face changes to regulations concerning the Settlement Guarantee Fund and CDSL, 

which may have materially adverse affect on our business and results of operations. For more information, see 

"ðChanges in regulations concerning the Settlement Guarantee Fund may have material adverse effect on us". 
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34. Any delay or refusal to approve new rules, amendments to existing rules or fees may force us to halt 

or modify our operations, which could have a material adverse effect on us. 

 

We operate the exchange and, as a recognised stock exchange in India, have power to make rules for the 

purposes of discharging our duties, but no rule or amendment of our rules will have effect unless we have 

SEBI's approval in writing and publish notifications in the Gazette of India and the Maharashtra State Gazette. 

 

SEBI may approve, disapprove, or recommend changes to rules or amendments to existing rules that we submit 

to it for approval. Any delay or refusal in approving changes, or the altering of any proposed change, could have 

a material adverse effect on our business, financial condition and results of operations. 

 

While SEBI fee approval provides a safeguard against potential abuse of our position as an operator of an 

exchange, there is no assurance that our results of operations may not be materially adversely affected by such 

regulatory constraints on our fee setting ability. 

 

Moreover, we must compete not only with automated trading systems that are not subject to the same rule 

amendment or fee approval process but also with other exchanges that may have lower regulation and 

compliance costs. For example, the Clearing Corporation of India ("CCIL "), which is not under SEBI purview 

and is not required to abide by the corporate governance and regulatory guidelines of a SEBI-recognized 

exchange, offers trading on the Negotiated Dealing System-Order Management ("NDS-OM "). While the CCIL 

competes with us in the secondary market trading of government securities, it may, in the future, expand its 

product offerings and compete with our products such as secondary market trading of corporate bonds. There is 

a risk that trading will shift to exchanges or automated trading systems that charge lower fees because, among 

other reasons, they spend significantly less on regulation. Therefore, there can be no assurance that the revenue 

derived by us from fees, will be maintained at, or enhanced from, the historic levels for this income source. 

 

35. Our public duties as a stock exchange may conflict with our Shareholders' interests. 

 

In discharging our obligations to ensure an orderly and fair market and/or to ensure that risks are managed 

prudently, we are required to act in the interests of the public, having particular regard to the interests of the 

investing public, and to ensure that where such interests conflict with any other interests, the former will prevail. 

There is no assurance, therefore, that our results will not be materially adversely affected through placing public 

interest ahead of our own interests, including the interests of our shareholders. 

 

36. We may be required to comply with certain foreign regulations and seek recognition from certain 

foreign regulators. Failure to comply with such regulations or failure to obtain such recognition 

may impact the ability of our foreign members to deal with us. 

 

Under the European Market Infrastructure Regulations, third country central counterparty clearing houses 

("CCPs") are required to seek third-country CCP ("TC-CCP") recognition from the European Securities Market 

Authority to be able to offer clearing services to customers in the European Union. Failure to obtain TC-CCP 

recognition will result in higher capital requirements for European Union counterparties, which may increase 

clearing costs with non-recognised CCPs. We, through ICCL, have applied to the European Securities Market 

Authority for TC-CCP recognition in September 2013 and we are currently waiting for approval. Should ICCL 

fail to obtain TC-CCP recognition, our business from our European counterparties and in turn, our business and 

financial operations may be materially and adversely affected. Further, there is no assurance that other 

jurisdictions will not require similar TC-CCP recognitions in the future and there is no guarantee that ICCL will 

not be required to comply with other foreign regulations and will not be required to seek recognition from other 

foreign regulators.  

 

37. Some of our past records are not traceable. 

 

Certain of our past records including those in relation to periods prior to our corporatisation and demutualisation 

and few of our group entities are not traceable. We have placed reliance on other documents, including publicly 

available sources in compiling and corroborating data in relation to our history in this Draft Red Herring 

Prospectus. There can be no assurance that any such public records are accurate. Additionally, in the event of 

any regulatory penalties or actions which we may become subject to in the future, for any such period in the 

past, we may not be able to adequately defend ourselves in the absence of such records. 

 



 

35 

 

38. We have in the past entered into and will continue to in the future enter into related party 

transactions and there can be no assurance that we could not have achieved more favourable terms 

had such transactions not been entered into with related parties. 

 

We have entered into transactions with several related parties, including our Subsidiaries, aggregating 

aggregating  810.2 million,  1,457.5 million and  2,069 million for FY2014, FY2015 and FY2016. 

Furthermore, it is likely that we will enter into related party transactions in the future. There can be no assurance 

that such transactions, individually or in the aggregate, will not have an adverse effect on our financial condition 

and results of operations. The transactions we have entered into and any future transactions with our related 

parties have involved or could potentially involve conflicts of interest. For more information regarding our 

related party transactions, please see ñFinancial Statements ï Restated Standalone Financial Information ï Note 

32ò and ñFinancial Statements ï Restated Consolidated Financial Information ï Note 35ò on pages 260 and 370 

of this Draft Red Herring Prospectus. 

 

Risks Relating to India 

 

39. The continuation or recurrence of systemic events such as the global economic crisis, changes in 

economic policies, the political situation and the regulatory environment in India or globally may 

materially adversely affect our performance. 

 

Conditions outside India, such as slowdowns in the economic growth of other countries may materially 

adversely impact the growth of the Indian economy. The consequent slowdown in the Indian economy may 

materially adversely affect our business, including our ability to implement our business strategy and increase 

our activities in the commodity exchange industry. 

 

The Indian financial markets and the Indian economy are influenced by economic and market conditions in 

other countries. Financial turmoil in Asia, the United States, Europe and elsewhere in the world in recent years 

has affected the Indian economy. Although economic conditions are different in each country, investorsô 

reactions to developments in one country can have materially adverse effects on the securities of companies in 

other countries, including India. The Indian financial markets experienced the contagion effect of the volatility 

and turmoil in the global financial markets, which was evident from the sharp decline in the benchmark index of 

the S&P BSE SENSEX from its peak levels in early 2008 to the first quarter of 2009. Furthermore, as a 

consequence of the severe tightening of credit associated with that financial turmoil, many economies 

experienced periods of severe recession accompanied by a significant deterioration of consumer confidence and 

demand. Any recurrence of such events may have a material adverse effect on our business, financial condition 

and results of operations as well as the price of our Equity Shares. 

 

Additionally, the possibility of an extended period of market volatility as a result of the outcome of the June 23, 

2016 referendum of the UK's membership in the European Union may also materially adversely affect the price 

of our Equity Shares and/or the development of an active trading market for our Equity Shares. 

 

The economic policies of the Government of India may change in response to any global economic crisis, such 

as the economic downturn that began in 2007. In particular, there may be changes to specific laws and policies 

affecting our industry and other policies affecting foreign investment in our business. Any significant shift or 

change in Indiaôs economic policies and regulations may disrupt economic conditions in India and this may in 

turn affect our business, financial condition and results of operations. 

 

Unstable internal and international political environments may also affect the economic performance of the 

exchange industry, including us, in the short and long term. Our business, and the market price and liquidity of 

our Equity Shares, may be affected by reactionary changes in interest rates, changes in government policy, 

taxation and other political, economic or other developments in or affecting India on account of any changes in 

the global economic changes. 

 

40. Our operations, assets, members and listed companies are geographically concentrated primarily in 

India and we are particularly exposed to India's political, economic and business environment. 

 

The financial condition of the companies listed on our securities market has a direct effect on the prices of their 

securities, which may also impact the volume and value of trading in their securities. The principal place of our 

business is India and substantially all of the companies listed on our securities market are companies organised 

in, or whose operations are primarily based in, India. Consequently, any adverse change in the Indian legal, 
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political, economic or business environment that impacts the financial condition of Indian companies will 

materially adversely affect us to the extent such changes cause investors to withdraw their investments and 

cease trading on the markets we operate. Such changes include, for example, modifications of the Governmentôs 

economic policy that may result in a decline in GDP or deceleration of GDP growth, high inflation, changes in 

interest rates, growing budget deficits and foreign debt, as well as changes in the exchange rate of the Indian 

Rupee against major world currencies or changes in corporation tax, exchange controls or other regulations that 

impact our listed companiesô ability to conduct their business. 

 

In addition, if returns on investments in Indian companies are generally lower than returns on investments in 

companies based in other countries, we may be unsuccessful in attracting foreign and local investors to our 

markets. Any of these events may have a material adverse effect on our business, financial condition, results of 

operations and prospects. 

 

41. Terrorist attacks, communal disturbances, manmade or natural disaster, civil unrest and other acts 

of violence or war or force majeure involving India and other countries may materially adversely 

affect the financial markets and our business. 

 

Terrorist attacks, other acts of violence or war, manmade or natural disasters and other force majeure events 

may negatively affect the Indian markets on which our Equity Shares trade and also materially adversely affect 

the worldwide financial markets. These acts or events may also result in a loss of business confidence, and 

materially adversely affect our business. Moreover, as we operate a major stock exchange, it is possible that 

terrorist activities might specifically target our operations with a goal of destabilising India's financial markets. 

In addition, any deterioration in relations between India and its neighbouring countries might result in investor 

concern about stability in the region, which may materially adversely affect the price of our Equity Shares. 

 

Some states in India have also witnessed civil unrest including communal disturbances in recent years and it is 

possible that future civil unrest as well as other adverse social, economic and political events in India may have 

a negative impact on us. Such incidents may also create a greater perception that investment in Indian 

companies involves a higher degree of risk and may have a material adverse impact on our business and the 

price of our Equity Shares. 

 

42. Any downgrading of Indiaôs credit rating by an international credit rating agency may harm the 

ability of Indian companies to raise financing. 

 

Any adverse revisions to Indiaôs credit ratings for domestic and international debt by international rating 

agencies may materially adversely affect the ability of Indian companies to raise additional financing and the 

interest rates and other commercial terms at which such additional financing is available. This, in turn, could 

have a material adverse affect on the number of new debt issuances by Indian companies, which would 

negatively impact our fixed income securities segment, both in the primary market and the secondary market. In 

addition, any downgrade in Indiaôs credit rating may hinder our ability to raise additional financing and the 

interest rates and other commercial terms at which such additional financing is available which, in turn, may 

have a material adverse effect on our capital expenditure plans, business and financial performance. 

 

Risks Relating to the Equity Shares 

 

43. There is a significant risk that we will be a passive foreign investment company for U.S. federal 

income tax purposes, which generally would result in materially adverse U.S. federal income tax 

consequences to U.S. Holders of the Equity Shares. 

 

Based on our income, assets and business activities, the current and anticipated valuation of our assets, and the 

composition of our income and assets, there is a significant risk that we will be a passive foreign investment 

company for U.S. federal income tax purposes ("PFIC"). A non-U.S. corporation will be a PFIC for any taxable 

year if either (i) at least 75% of its gross income for such year is passive income or (ii) at least 50% of the value 

of its assets (based on an average of the quarterly values of the assets) during such year is attributable to assets 

that produce passive income. Whether a non-U.S. corporation is treated as a PFIC is determined on an annual 

basis. Material adverse U.S. federal income tax consequences generally would apply to U.S. Holders (as defined 

below) of the Equity Shares with respect to any "excess distribution" received from us and any gain from a sale 

or other disposition of the Equity Shares if we are treated as a PFIC with respect to such U.S. Holder. As used 

herein, the term "U.S. Holder" means a beneficial owner of Equity Shares that is, for U.S. federal income tax 

purposes: (i) an individual that is a citizen or resident of the United States; (ii) a corporation, or other entity 



 

37 

 

taxable as a corporation, created or organized in or under the laws of the United States, any state thereof or the 

District of Columbia; or (iii) an estate or trust the income of which is subject to U.S. federal income taxation 

regardless of its source. 

 

44. We are not, and do not intend to be, registered as an investment company under the U.S. Investment 

Company Act. 

 

We are not and do not expect or intend to be, registered with the U.S. Securities and Exchange Commission as 

an "investment company" under the U.S. Investment Company Act, which provides certain protections to 

shareholders of, and imposes certain restrictions on entities that are registered as, investment companies. 

Accordingly, unlike registered investment companies, we will not be subject to the provisions of the U.S. 

Investment Company Act, including provisions that: (i) require the oversight of independent directors; (ii) 

prohibit or proscribe transactions between us and our affiliates; (iii) impose qualifications as to who may serve 

as custodian for our assets; and (iv) limit our ability to use leverage in connection with effecting purchases and 

sales of our investments. 

 

However, should we become subject to the U.S. Investment Company Act due to a change of law or otherwise, 

the various restrictions imposed by the U.S. Investment Company Act, and the substantial costs and burdens of 

compliance therewith, could adversely affect our operating results and financial performance. We intend to rely 

on the exclusion from the registration requirements of the U.S. Investment Company Act provided by Section 

3(c)(7) thereof or any other applicable exception or exclusion. In order to help ensure compliance with the 

exception provided by Section 3(c)(7) of the U.S. Investment Company Act, we have implemented certain 

restrictions on the ownership and transfer of the Equity Shares by any persons acquiring the Equity Shares in the 

IPO who are in the United States or who are U.S. persons. Purchasers in the United States or who are U.S. 

persons will be required to acknowledge, warrant, agree and undertake to certain acknowledgements, warranties, 

agreements and undertakings, in which, among other things, they certify their eligibility to purchase the Equity 

Shares in the IPO and their understanding of the resale restrictions applicable to them, and agree to abide by 

certain restrictions in the resale of the Equity Shares.  

 

45. Regulation of ownership of Indian securities may hamper our ability to raise capital. 

 

Investment in stock exchanges and in Indian securities is subject to regulation. According to the SECC 

Regulations read with the SEBI circular dated January 1, 2016 (CIR/MRD/DSA/01/2016) ("January 2016 

Circular "), the listing of securities of a stock exchange is permitted on recognised stock exchanges in India, 

subject to certain conditions, including: 

 

(a) 51% of the issued and paid-up capital of the exchange is required to be held at all times by public 

shareholders who are not trading members or their associates, and the shareholding of trading members 

and their associates cannot exceed 49% at any time; 

 

(b) depositories have to put in place mechanisms for the monitoring of shareholding of trading members, 

including monitoring of shareholding of such trading members and their associates on a daily basis; 

 

(c) all shareholders of a stock exchange are required to be ófit and properô persons, in terms of the SECC 

Regulations, which shall be monitored, on a post listing basis, on the basis of self-certifications by 

acquirers; 

 

(d) post-facto approval for acquisition of more than 2% of the issued and paid-up capital of a stock 

exchange from SEBI, within 15 days of such acquisition; and 

 

(e) prior approval of SEBI for acquisition of more than 5% of the issued and paid-up capital of a stock 

exchange. 

 

Under the January 2016 Circular, persons acquiring shares of a recognised stock exchange have self declaration 

obligations and the depositories have an obligation to monitor, report and ensure compliance with the 

shareholding restrictions on stock exchanges. However, the infrastructure enacted to ensure compliance with the 

SECC Regulations and the January 2016 Circular is yet to be tested on a real-time basis as we do not currently 

have any listed peers. Accordingly, we cannot assure you that such infrastructure will be appropriate or adequate 

to ensure compliance with shareholding restrictions and monitoring requirements. Further, any failure to comply 
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with the above restrictions could lead to freezing of corporate benefits on any Equity Shares held, and the 

requirement to dispose off any shareholding in excess of regulatory limits. 

 

Under Regulation 19 of the SECC Regulations, no person is allowed to hold more than 2% of the issued and 

paid-up share capital of a stock exchange without seeking approval from SEBI within 15 days of such 

acquisition. Further, no person is allowed to hold more than 5% of the issued and paid-up share capital of a 

stock exchange without prior approval from SEBI. In addition to the above, no non-resident investor or entity, 

including persons acting in concert with such investor or entity, is entitled to hold more than 5% of the equity 

share capital in a stock exchange. According to the Consolidated FDI Policy issued by the Government of 

India's Ministry of Commerce and Industry, Department of Industrial Policy and Promotion, the purchase of 

Equity Shares by foreign portfolio investors are restricted to the secondary market. Accordingly, non-resident 

shareholders are restrained from acquiring any Equity Shares beyond 5% or participating in any primary 

issuance by the exchange, and this in turn may constrain our ability to raise capital in the future and may make 

the exchange an unattractive investment proposition for investors. For further details in relation to the 

restrictions on shareholding, refer to the section "Regulation & Policies" on page 154 of this DRHP. 

 

46. We will not receive any proceeds from the Offer. 

 

The Offer comprises of an offer for sale by the Selling Shareholders. Accordingly, the proceeds from this Offer 

will be remitted to the Selling Shareholders and we will not receive any proceeds from the Offer. For more 

information, please see the section titled "Objects of the Offer" on page 91 of this Draft Red Herring Prospectus. 

 

47. The price of the Equity Shares may fluctuate and be highly volatile after the IPO. 

 

The price of the Equity Shares may fluctuate after the IPO as a result of several factors, including, among 

others: volatility in the Indian and global securities or capital markets; our operations and performance; 

performance of our competitors and the perception in the market about financial investments; political, 

economic, financial, regulatory changes and any other negative factors that can affect the Indian capital markets; 

changes in the estimates of our performance or recommendations by financial analysts; and significant 

developments in India's economic liberalisation and deregulation policies and fiscal regulations. There can be no 

assurance that the prices at which the Equity Shares are initially traded will correspond to the prices at which the 

Equity Shares will trade in the market subsequently. In particular, the possibility of an extended period of 

market volatility as a result of the outcome of the June 23, 2016 referendum of the UK's membership in the 

European Union may also materially adversely affect the price of our Equity Shares and/or the development of 

an active trading market for our Equity Shares. 

 

The Equity Shares have not been listed on a stock exchange and an active trading market for the Equity Shares 

may not develop or be sustained after this Offer. Further, the price at which the Equity Shares are initially traded 

may not correspond to the prices at which the Equity Shares will trade in the market subsequent to this Offer. 

 

48. The Equity Shares may not be a suitable investment for all investors. 

 

Each potential investor in the Equity Shares must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should: 

 

¶ have sufficient knowledge and experience to make a meaningful evaluation of the Equity Shares, the 

merits and risks of investing in the Equity Shares and the information contained in this Draft Red 

Herring Prospectus or any applicable supplement; 

 

¶ have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the Equity Shares and the impact the Equity Shares will 

have on its overall investment portfolio; and 

 

¶ have sufficient financial resources and liquidity to bear all of the risks of an investment in the Equity 

Shares. 

 

49. Fluctuation in the exchange rate between the Indian Rupee and the United States dollar could have 

a material adverse effect on the value of Equity Shares, independent of our operating results. 
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The Equity Shares will be quoted in Indian Rupees on the NSE. Any dividends in respect of the Equity Shares 

will be paid in Indian Rupees and subsequently converted into US dollars for repatriation. Any adverse 

movement in exchange rates during the time it takes to undertake such conversion may reduce the net dividend 

to investors. In addition, any adverse movement in exchange rates during a delay in repatriating outside India 

the proceeds from a sale of Equity Shares, for example, because of a delay in regulatory approvals that may be 

required for the sale of Equity Shares may reduce the net proceeds received by shareholders. 

 

The exchange rate between the Indian Rupee and the U.S. dollar has changed substantially in the last two 

decades and could fluctuate substantially in the future, which may have a material adverse effect on the value of 

the Equity Shares and returns from the Equity Shares, independent of our operating results. 

 

50. You will not be able to immediately sell any of the Equity Shares you purchase in the IPO on the 

NSE. 

 

The Equity Shares will be listed on the NSE. Pursuant to Indian regulations, certain actions must be completed 

before the Equity Shares can be listed and trading may commence. Investors' book entry, or "demat", accounts 

with depository participants in India are expected to be credited within two working days of the date on which 

the basis of allotment is approved by the NSE. Upon receipt of final approval from NSE, trading in the Equity 

Shares is to commence within six working days of the date of closure of the Offer. We cannot assure that the 

Equity Shares will be credited to investors' demat accounts, or that trading in the Equity Shares will commence, 

within the time periods prescribed under law. 

 

51. Conditions in the Indian securities market may affect the price or liquidity of the Equity Shares. 

 

The Indian securities markets are smaller than securities markets in certain other economies. Indian stock 

exchanges have in the past experienced substantial fluctuations in the prices of listed securities. These 

exchanges have also experienced problems that have affected the market price and liquidity of the securities of 

Indian companies, such as temporary exchange closures, broker defaults, settlement delays and strikes by 

brokers. In addition, the governing bodies of the Indian stock exchanges have from time to time restricted 

securities from trading, limited price movements and restricted margin requirements. Further, disputes have 

occurred on occasion between listed companies and the Indian stock exchanges and other regulatory bodies that, 

in some cases, have had a negative effect on market sentiment. If similar problems occur in the future, the 

market price and liquidity of the Equity Shares could be materially adversely affected. 

 

52. Future issuances or sales of the Equity Shares could significantly affect the trading price of the 

Equity Shares. 

 

The future issuances of Equity Shares by us or the disposal of Equity Shares by any of major shareholders or the 

perception that such issuance or sales may occur may significantly affect the trading price of the Equity Shares. 

There can be no assurance that we will not issue further Equity Shares or that the shareholders will not dispose 

of, pledge or otherwise encumber their Equity Shares. 

 

53. You may be subject to Indian taxes arising out of capital gains on the sale of the Equity Shares. 

 

Capital gains arising from the sale of equity Equity Shares in an Indian company are generally taxable in India. 

Any gain realized on the sale of listed equity Equity Shares on a stock exchange held for more than 12 months 

will not be subject to capital gains tax in India if STT has been paid on the transaction. STT will be levied on 

and collected by an Indian stock exchange on which the equity Equity Shares are sold. As such, any gain 

realized on the sale of equity Equity Shares held for more than 12 months by an Indian resident, which are sold 

other than on a recognized stock exchange and as a result of which no STT has been paid, will be subject to 

capital gains tax in India. However, regulations regarding capital gains exemptions and bilateral treaties may 

change from time to time. Further, any gain realized on the sale of equity Equity Shares held for a period of 12 

months or less will be subject to capital gains tax in India. Capital gains arising from the sale of equity Equity 

Shares will be exempt from taxation in India in cases where an exemption is provided under a treaty between 

India and the country of which the seller is a resident. Generally, Indian tax treaties do not limit Indiaôs ability to 

impose tax on capital gains. As a result, residents of other countries may be liable for tax in India as well as in 

their own jurisdictions on gains arising from a sale of equity Equity Shares.  

 

54. Securities law restrictions on the resale of the Equity Shares may limit your ability to resell the 

Equity Shares in the United States. 
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The Equity Shares have not been and will not be registered under the Securities Act, any state securities laws or 

the securities laws of any other jurisdiction. Unless and until they are registered, the Equity Shares may not be 

offered, sold or resold except pursuant to an exemption from registration under the Securities Act and applicable 

state laws or in a transaction not subject to such laws. The Equity Shares are being offered and sold in the US in 

a transaction not involving a "public offering" subject to an exemption from the registration requirements of 

Section 5 of the Securities Act only to a person who is a qualified institutional buyer (a "QIB ") as defined in 

Rule 144A under the Securities Act who is also a qualified purchaser (a "QP") as defined under the Investment 

Company Act and an institutional "accredited investor" as defined in Rule 501(a)(1), (2), (3) or (7) of 

Regulation D under the Securities Act (an "IAI ", and a person who is a QIB, a QP and an IAI, an "Entitled 

Qualified Purchaser"). The Equity Shares are also being offered and sold outside the U.S. in reliance on 

Regulation S under the Securities Act only to (a) non-U.S. persons and (b) U.S. persons who are Entitled 

Qualified Purchasers. We are not required to register the Equity Shares. Hence, future resales of the Equity 

Shares may only be made pursuant to an exemption from registration under the Securities Act and applicable 

state laws or in a transaction not subject to such laws. 

 

55. Foreign investors are subject to foreign investment restrictions under Indian law, which may 

materially adversely affect the market price of the Equity Shares. 

 

Under the foreign exchange regulations currently in force in India, transfers of Equity Shares between non-

residents and residents are freely permitted (subject to certain restrictions) if they comply with the pricing 

guidelines and reporting requirements specified by the RBI. If the transfer of Equity Shares, which are sought to 

be transferred, is not in compliance with such pricing guidelines or reporting requirements or falls under any of 

the exceptions referred to above, then the prior approval of the RBI will be required. Additionally, shareholders 

who seek to convert the Indian Rupee proceeds from a sale of Equity Shares in India into foreign currency and 

repatriate that foreign currency from India will require a no objection/tax clearance certificate from the income 

tax authority. We cannot assure investors that any required approval from the RBI or any other Indian 

government agency can be obtained on any particular terms, or at all. For further details, see "Restrictions on 

Foreign Ownership of Indian Securities" on page 491 of this Draft Red Herring Prospectus. 

 

Prominent Notes  

 

¶ Public issue of up to 29,955,434 Equity Shares for cash at a price of  [ǒ] per Equity Share including a 

share premium of  [ǒ] per Equity Share, aggregating to  [ǒ] million by way of an Offer for Sale. This 

Issue would constitute up to [ǒ]% of the post-Offer paid-up capital of the Exchange on a fully diluted 

basis.  

 

¶ The net worth of the Exchange as of June 30, 2016, on the basis of the Restated Consolidated Financial 

Information and the Restated Standalone Financial Information was  24,906.8 million and  23,032.7 

million, respectively.  

 

¶ The net asset value per Equity Share was  228.1 and ̀  211 as of June 30, 2016, as per the Restated 

Consolidated Financial Information and the Restated Standalone Financial Information, respectively. 

(Net asset value per equity share () = Net worth at the end of the year (or period) / Number of equity 

shares outstanding at the end of the year (or period)). 

 

¶ The Exchange is professionally managed and does not have a promoter in terms of the ICDR 

Regulations, and consequently does not have any promoter group, in terms of the ICDR Regulations.  

 

¶ For details of the related party transactions with related parties (as defined under Accounting Standard 

18), please see ñFinancial Statements ï Restated Standalone Financial Information ï Note 32ò and 

ñFinancial Statements ï Restated Consolidated Financial Information ï Note 35ò on pages 260 and 

370 of this Draft Red Herring Prospectus. 

 

¶ There are no financing arrangements pursuant to which our Directors or their immediate relatives have 

financed the purchase of Equity Shares by any other person during the six months preceding the date of 

this Draft Red Herring Prospectus. 

 

¶ Except as disclosed in the section titled ñFinancial Statements ï Restated Standalone Financial 

Information ï Note 32ò and ñFinancial Statements ï Restated Consolidated Financial Information ï 
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Note 35ò on pages 260 and 370 of this Draft Red Herring Prospectus, there are no business interests of 

our Group Companies in the Exchange. 

 

¶ For information on changes in the Exchangeôs name, Registered Office and changes in the object clause 

of the MoA of the Exchange, see section titled ñHistory and Certain Corporate Mattersò on page 161 

of this Draft Red Herring Prospectus. 

 

Investors may contact the Managers that have submitted the due diligence certificate to SEBI, for any 

complaints, information or clarifications pertaining to the Offer. For further details of the Managers, see section 

titled ñGeneral Informationò on page 70 of this Draft Red Herring Prospectus. 
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SUMMARY OF OUR BUSIN ESS 

Overview 

We own and operate the BSE exchange platform (formerly, the Bombay Stock Exchange), the first stock 

exchange in Asia, which was formed on July 9, 1875. As of June 30, 2016, the BSE was the world's largest 

exchange by number of listed companies, and India's largest and the world's 11
th
 largest exchange by market 

capitalization, with US$ 1.52 trillion in total market capitalization of listed companies.  

As the operator of the BSE, we regulate listed issuers and provide a market for listing and trading in various 

types of securities as may be allowed by SEBI from time to time. We operate in three primary lines of business, 

namely: 

1. the listing business, which consists of the primary market, which relates to the issuance of new 

securities; 

2. the market business, which consists of (i) the secondary market, which relates to the purchase and 

sales of previously-issued securities, (ii) BSE StAR MF ("BSE StAR"), our online platform for the 

placement of orders and redemptions of units in mutual funds, (iii) NDS-RST, our platform for the 

reporting of over-the-counter corporate bond trading, (iv) membership, which includes membership in 

the Exchange, membership in our clearing corporation ICCL, and depository participants in our 

depository CDSL, and (v) post-trade services, namely the clearing corporation and depository; and 

3. the data business, which consists of the sale and licensing of information products. 

 

In addition to our primary lines of business, we also have supporting businesses, including (i) providing IT 

services and solutions, (ii) licensing index products such as the S&P BSE SENSEX, (iii) providing financial and 

capital markets training and (iv) operating our corporate and social responsibility portal. Moreover, we have an 

active treasury function focused on managing our cash, including both our own funds as well as funds that we 

hold on behalf of third parties (such as margins placed by clearing members). 

As at June 30, 2016, the BSE had 1,440 unique members across all segments, and in Fiscal Year 2016 the BSE 

accepted an average of 284.92 million orders and 1.55 million trades in equity shares per trading day, placing it 

as the 12th most active exchange in the world in terms of electronic book trades in equity shares. (Source: 

World Federation of Exchanges ("WFE") statistics). During Fiscal Years 2014, 2015 and 2016 and the three 

months ended June 30, 2016, the BSE reported 24,663 million, 63,385 million, 70,376 million and 17,618 

million electronic book orders in equity shares, respectively. 

We engage in extensive monitoring of our members, listed companies and of market activities in order to 

minimize the risk of default, promote market transparency and integrity. By doing so, we along with other 

Indian stock exchanges contribute to the growth of the Indian capital markets and stimulate innovation and 

competition across market segments. 

We have highly developed electronic systems for entry, trading, clearing and settlement and depository services 

and we continually seek to improve our core IT capabilities, the reliability and consistency of which help us to 

maintain our competitive position. Examples of our electronic systems include (i) BOLT+, which is our fully 

automated, online trading system, (ii) low latency co-location services for algorithmic traders and (iii) a real-

time risk management system, which conducts real time calculations of members' margins and limits. Moreover, 

to continue to improve our product and service offering, we have entered into a number of strategic partnerships 

and joint ventures. We are a member of the BRICS Exchange Alliance, whereby leading exchange in Brazil, 

Russia, India, China and South Africa cross-list futures products based on the flagship indices of each of the 

exchanges, and ICCL entered into an agreement with Clearstream whereby members in our clearing corporation 

can manage their margin requirements by placing collateral with Clearstream's Global Liquidity Hub. 

We were originally established in 1875 as the Native Share and Stock Brokers' Association, an "Association of 

Persons" that engaged in trading and clearing and settlement functions. On August 31, 1957, we became the first 

exchange in India to be granted permanent recognition under the Securities Contract Regulation Act, 1956. On 

August 8, 2005, pursuant to a mandatory demutualization, Bombay Stock Exchange Limited was incorporated 

for the purpose of assisting, regulating or controlling the business of buying, selling or dealing in securities as a 

recognized stock exchange and to succeed the Association of Persons. We were renamed BSE Ltd in July 2011. 

We were created to own the exchange and to undertake all the necessary ancillary funds, and the former 
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members became shareholders in the BSE. SEBI, by way of its order dated May 20, 2005 approved the 

Demutualisation Scheme. For further details of the Demutualisation Scheme please refer to "History & Certain 

Corporate Matters ï Demutualisation Scheme" on page 161 of this Draft Red Herring Prospectus. 

We derive revenue from a number of sources, including securities services, services to corporate, data 

dissemination fees, investments and deposits, and other sources. For FY 2014, FY 2015 and FY 2016 and the 

three months ended June 30, 2016, our revenue from operations was  2,667.9 million,  3,611.4 million,  

4,265.4 million and  1,130.2 million, respectively, and our net profit after share of minority and share of loss of 

associate as restated was  1,351.9 million,  1,297.4 million,  1,225.3 million and  414.0 million, 

respectively. 

Our Strengths 

Strong brand recognition with a track record of innovation 

Established in 1875, we are Asia's first stock exchange, and we believe that it is one of the most recognizable 

brand names in India. We believe that our global brand helps in attracting companies to our listing platforms and 

attracting retail investors and wholesale participants to our various market and data offerings. As of June 30, 

2016, we are the world's largest exchange by number of listed companies and India's largest and the world's 11
th
 

largest exchange by market capitalization, with US$ 1.52 trillion in total market capitalization of listed 

companies. According to CARE Research, the BSE ranks third globally in terms of currency options and futures 

contracts traded in 2015, with 430 million currency derivatives traded, a 103% increase from FY 2015. Further, 

our turnover from the interest rate derivatives market grew from  26 billion in FY2014 to  1,141 billion in FY 

2016. (Source: CARE Research, Report on Indian Stock Exchange Sector, August 2016 (the "CARE Research 

Report")  

We have built our brand by historically anticipating and responding to investor's needs through the introduction 

of new products and services. Examples of our past product innovations include BSE StAR and BSE SME. We 

introduced BSE StAR, our online platform for the placement of orders and redemptions of units in mutual funds, 

in December 2009, providing investors with a single platform to invest and redeem in a wide selection of mutual 

fund schemes. As at June 30, 2016, BSE StAR offers a platform to invest and redeem in 39 asset management 

companies ("AMCs") with 6,112 different mutual fund schemes. We launched the BSE SME platform, a 

platform for the listing and trading in shares of small and medium enterprises ("SMEs"), in March 2012, and 

won the SKOCH Achiever Award for SME enablement in 2016. In addition, we are also developing BSE Hi-

Tech, a platform for the listing and trading in shares of young, fast-growing companies, in order to provide them 

with equity capital to finance their growth. Moreover, we were the first exchange in India to offer free-float 

indices. In addition to innovative offerings such as these, we also provide a variety of hi-tech product and 

service offerings such as co-location services for algorithmic trading, intra asset management switches, direct 

pay-out to clients, multiple payment modes, overnight funds management for liquid mutual funds and XSIP, a 

platform for investing in systemic investment plans across mutual fund schemes. Our recent product initiatives 

include agreements with Korea Exchange and Bank of New York Mellon to explore and conduct joint research 

in areas such as the derivatives markets and support each other in the development of new products and to 

provide collateral management solutions, respectively. For more information, see "ðAlliances and Joint 

Ventures." 

Diversified and integrated business model and active relationship with market participants 

We operate a diversified and integrated business model including trading, clearing and settlement of products 

listed and traded on the BSE, as well as the provision of data products, IT services and solutions, index products 

and training. We offer listing and trading of a wide variety of products including equity cash securities such as 

shares in companies and ETFs, units in closed-end mutual funds, corporate bonds and government securities, 

equity derivatives and currency derivatives, as well as services such as securities lending and borrowing, and 

platforms to facilitate offers to buy securities by listed companies and offers for sale of securities by substantial 

shareholders of listed companies. By providing such integrated services, we support market participants and 

members throughout the entire life-cycle of a trade. Such an integrated approach benefits and keeps costs low 

for our participants and members by providing efficiencies that are associated with having a wide range of 

services integrated under one entity. 

Our diversified and integrated business model provides us with an active relationship with market participants. 

We continually monitor areas of potential improvement in our operations and consult actively with our members 

in order to remain as relevant and attractive for our users as possible. For example, we have jointly established a 



 

44 

 

series of investor education programs with members and broker associations to have open communications with 

our members and to increase our exposure to investors. Moreover, in order to promote algorithmic traders, we 

bear the software license costs for algorithmic trading and market access, the infrastructure costs on co-location 

rack space, costs associated with algorithmic trading services at the co-location and internet connectivity 

between our co-location and our members' offices. Further, we believe that by allowing traders to buy and sell 

futures based on the same index on multiple venues, we will increase access for foreign investors to the growing 

Indian markets and also give Indian investors increased access to growth opportunities in key emerging markets 

across the world, thereby increasing participation in the Indian market. Our alliance with exchanges in each of 

the "BRICS" nations (in addition to India, these are Brazil, Russia, China and South Africa) allows us to do so, 

and we plan to explore opportunities under the BRICS Exchange Alliance to further promote interaction and 

cooperation between the respective markets. Our efforts to actively engage with market participants have led to 

an increase in the number of unique members in our exchange, increasing from 1,375 as of the end of FY 2014 

to 1,440 as of June 30, 2016.  

State-of-the-art infrastructure and technology 

We have electronic systems for entry, trading, clearing and settlement and depository services and we 

continually seek to improve our core IT capabilities, the reliability and consistency of which help us to maintain 

our competitive position. 

Our electronic systems include (i) BOLT+, a fully-automated online trading platform through which all trades 

on the equity cash, equity derivatives and currency segments of our exchange are executed, and (ii) precision 

time protocol, a time synchronization standard that we adopted to ensure accurate and reliable time 

synchronization across our trading infrastructure. We have also implemented functional improvements to our 

infrastructure and technology, including tick-by-tick order data, multi-legged orders, and "straddle" strategies 

for currency derivatives and equity derivatives. Furthermore, all of our platforms are interconnected and 

operated through the same network and workstation, which helps to provide market participants with a seamless 

experience and efficient operations. 

To boost investor confidence and transparency, we have also implemented our real-time risk management 

system, which conducts real time calculations of members' margins and limits. We also use the standard 

portfolio analysis of risk ("SPAN") margin system, an industry-standard margin system used by over 30 

exchanges and clearing organizations worldwide that is designed to evaluate the overall risk in a portfolio and 

accurately match margins to risk. 

We have an experienced team of internal IT professionals, supported by third party IT service providers, to 

operate and support our infrastructure and software as well as to create and implement new technologies. 

Financial strength and diversified sources of revenue 

In order to provide a stable stream of revenue to support our fiscal policy, we have sought to diversify our 

revenue streams. As an operator of a derivatives and securities exchange and clearing, settlement and depositary 

services, we have multiple contact points with our members and market participants, providing us with the 

ability to generate revenue at multiple levels of our business. We derive revenue from a variety of sources 

including revenue from trading activities on the exchange, such as trading fees and trading tariffs, revenue from 

post-trade services, such as clearing, settlement, depository, custody and nominee service fees, and initial and 

recurring listing fees from equity, debt and derivative products, and subscription fees from data products. 

Our mix of business provides us with diverse sources of revenue that are not all dependent on market volumes. 

For example, we not only generate market turnover-related revenue, such as transaction charges, auction charges 

and depository charges, but also non-market turnover-related revenue, such as investment income, training 

income, software income and rental income. In FY2016, revenue from operations (comprised of revenue from 

securities services, services to corporate and data dissemination fees), income from investments and deposits 

and other income comprised of 64.8%, 28.8% and 6.4% of our total revenue, respectively. In the three months 

ended June 30, 2016, revenue from operations, income from investments and deposits and other income 

comprised of 63.4%, 26.5% and 10.1% of our total revenue, respectively.  

As of June 30, 2016, we are the world's largest exchange by number of listed companies and India's largest and 

the world's 11
th
 largest exchange by market capitalization, with US$ 1.52 trillion in total market capitalization of 

listed companies. According to CARE Research, the BSE ranks third globally in terms of currency options and 

futures contracts traded in 2015, with 430 million currency derivatives traded, a 103% increase from FY 2015. 
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Further, our turnover from the interest rate derivatives market grew from  26 billion in FY2014 to  1,141 

billion in FY 2016. (Source: CARE Research Report) 

Our EBITDA margin for FY 2014, FY 2015, FY 2016 and the three months ended June 30, 2016 was 54.3%, 

48.9%, 45.7% and 47%, respectively. Our profit after tax margin for FY 2014, FY 2015, FY 2016 and the three 

months ended June 30, 2016 was 25.5%, 20.8%, 18.6% and 23.2%, respectively.  

Our Strategies 

As India's largest exchange in terms of market capitalization of listed companies (Source: WFE Statistics), we 

must anticipate and react to investors' needs through improvements in efficiency and technology, lower costs, 

greater cross-border reach and increased access. Our strategies set out a roadmap towards being a competitive 

exchange across all asset classes. 

To meet these needs and maintain and strengthen our market position, our key strategies are to: 

Strengthen our position to become the exchange of choice in India and expand our cross-border reach by 

entering into strategic alliances 

We intend to strengthen our position as a preferred exchange in India and expand our cross-border reach by 

entering into strategic alliances. For example, to expand our position in India, we have entered into a strategic 

partnership with S&P Dow Jones Indices LLC, USA ("SPDJI") to grow our index business by calculating, 

disseminating and licensing various of our index products, which has culminated in the formation of an India-

based joint venture, Asia Index Pvt. Ltd. 

Internationally, we have signed an agreement with Deutsche Boerse whereby they sell and market BSE market 

data and information to international clients. Deutsche Boerse also collaborates with us for product development 

and innovation, which includes extending its existing infrastructure and creating new market data solutions and 

infrastructure to support our product offerings. 

Further, we are a member of the BRICS Exchanges Alliance, whereby leading exchange in Brazil, Russia, India, 

China and South Africa cross-list futures products based on the flagship indices of each of the other exchanges. 

Similarly, options and futures based on the S&P BSE SENSEX are listed and traded on Eurex and the Dubai 

Gold and Commodities Exchange, and we have entered into an MOU with the Korea Exchange to cooperate in 

other areas such as research, product development and information technology.  

In addition, ICCL and Clearstream have agreed to collaborate on collateral management so that clearing 

members in ICCL can better manage their ICCL margin requirements resulting from trades executed on the BSE 

platform. Collateral can be pooled at Clearstream's integrated collateral management engine, the Global 

Liquidity Hub, from assets held at Clearstream and partner agent banks. This triparty collateral management 

solution enables foreign investors trading on the BSE platform to deposit and use AAA-rated foreign sovereign 

bonds as collateral with ICCL towards their margin requirements.  

We have also partnered with IFC, a member of the World Bank Group, to develop a corporate governance 

scorecard, which allows companies to assess their corporate governance performance against national and 

international benchmarked practices. Moreover, we partnered with the Centre for Monitoring Indian Economy 

to launch in April 2016 to provide high-frequency data on unemployment and consumer sentiment in India. 

We believe that the enhanced ease of trading and access that results from such ventures will strengthen our 

ability to attract cross-border investors and issuers to our exchange. For more information, please see "ð

Alliances and Joint Ventures". 

Increase our variety and market share of derivative products 

We actively evaluate products and asset classes outside our traditional focus areas in order to diversify our 

revenue sources. By doing so, we seek to continue to attract market participants and issuers and to capture the 

significant revenue potential that comes with a broader product line, particularly derivative products. We intend 

to continue to develop a full equity derivative product suite to meet derivative investors' needs through the 

introduction of new products, as well as through advancements in current products, such as interest rate and 

currency derivatives, index futures, index options, single stock futures and single stock options. In particular, we 

intend to focus on currency derivatives and to further increase our market share in this segment through 

initiatives such as introducing new products (such as index contracts, inter-currency spread contracts and cross-



 

46 

 

currency derivatives, in each case subject to regulatory approvals), increasing foreign portfolio investor ("FPI") 

participation and extending market timings for currency derivatives (subject to regulatory approval). 

We are also looking to add commodity derivatives to our current portfolio of product offerings. We applied to 

SEBI on June 12, 2015 to seek their approval to commence trading in commodities derivatives products, and are 

currently awaiting SEBI's approval. 

Diversify our product and service offerings and maintain new product innovation and development 

We continually strive to diversify our product and service offerings to serve investors' needs by developing new 

products and bringing new types of financial instruments. For example, we are looking to offer indices and 

index-based products for national and international investors as part of our product development. Our recent and 

upcoming product innovation include BSE Hi-Tech, a platform for young, fast-growing companies to list and 

raise equity capital for their growth, which we are currently developing. In addition, we intend to enhance our 

current product offerings, such as BSE StAR, our mutual fund investment platform, by adding new purchase and 

settlement options for investors. The number of mutual fund schemes available on BSE StAR grew from 4,891 

in FY 2014 to 5,724 in FY 2015 and 5,989 in FY 2016.  

In terms of our service offerings, we were appointed as the receiving office for primary issuances of sovereign 

gold bonds in June, which are government bonds, denominated in grams of gold, issued by the Reserve Bank of 

India on behalf of the Government of India. We also commenced "clean price" trading in August 2016, which is 

a pricing method for corporate bonds and government bonds in which interest accrued on the bond is 

automatically excluded from the price quoted on the exchange. The move to "clean price" trading on our 

exchange will align our debt markets with Indian over-the-counter markets and NDS-OM, which is a matching 

system for dealing in Indian government securities. Other examples of current initiatives that we have at various 

stages of development include: (i) developing the GIFT City international exchange, (ii) an exchange in 

precious metals, gems and other related goods with the India Bullion and Jewellers Association, (iii) a consumer 

sentiment index and (iv) a high-frequency data on unemployment in India. 

Maintain and improve best-in-class platform infrastructure 

Maintaining and improving our infrastructure is critical to our business, as it lays the foundation for future 

growth and expansion, provides our customers with a more efficient and accessible marketplace and enhances 

our competitiveness as an exchange operator on a global scale. We have regularly allocated substantial 

resources towards upgrading our information technology systems, with the over-arching goals of achieving 

higher capacity and lower latency, improving market efficiency and transparency, enhancing user access and 

providing flexibility for future business growth and market needs. 

We undertake to develop and to implement initiatives to maintain and improve our platform infrastructure in the 

future. We are considering consolidating our infrastructures and services by moving our key systems to private, 

public and hybrid cloud-based platforms, which will allow us to leverage infrastructure sharing, service 

utilization and host of other cloud-based facilities.  

We prioritize the improvement in our cyber-security framework and information security management systems. 

We were identified as a National Critical Information Infrastructure by National Critical Information 

Infrastructure Protection Centre. 

Establish an international exchange at GIFT City 

We intend to establish an international exchange in the Gujarat International Finance Tech City ï International 

Financial Service Centre ("GIFT City "), a multi-services Special Economic Zone that is currently being 

developed as India's first international financial services centre. Subject to receipt of the necessary regulatory 

approval, the international exchange will provide an electronic trading platform that facilitates (i) Indian 

companies to raise capital in foreign currency by issuing foreign currency denominated bonds and providing a 

trading platform to trade in such securities, (ii) Indian start-ups to raise equity from foreign investors by getting 

listed on the international exchange and (iii) companies incorporated outside India to raise money in foreign 

currencies by the issuance and listing of their equity shares on the international exchange. 

We believe that establishing this exchange will increase our brand's profile and also provide us with additional 

sources of revenue. As we intend for the proposed exchange to offer equities in non-Indian issuers for trading, 

the project will also include establishing a clearing corporation as well as a depository to settle such trades. 
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Our Board of Directors approved a high-level business plan regarding the GIFT City exchange in May 2016, 

and we have obtained name approval for BSE International Exchange (IFSC) Limited and BSE International 

Clearing Corporation (IFSC) Limited from the Registrar of Companies for the international exchange and for 

the international clearing corporation, respectively. We are currently in the process of preparing a detailed 

business plan. See "Risk FactorsðOur proposed international exchange in GIFT City is subject to numerous 

contingencies and uncertainties" for a description of uncertainties relating to the GIFT City project.  

We propose to begin operating the GIFT City exchange after, among others, the publication by SEBI of final 

regulations applicable to the exchange. We believe that our track record of operating an exchange and entering 

into partnerships and alliance with partners around the world will facilitate the opening of the GIFT City 

exchange by us in a timely manner once the final regulations applicable to the exchange have become effective. 

Capture growth in the underpenetrated Indian financial markets 

We believe that with a growing young population in India, more investors are likely to enter the market in the 

coming years. In order to capture growth in the Indian market, we undertake routine outreach and advertising 

programs, such as through educational activities targeted towards youths to teach them about the benefits of 

investing in securities, and through investor awareness activities designed to facilitate an "equity culture" in 

India. In addition to investor outreach, we also design platforms and products targeted towards specific 

demographics in India, such as a mobile phone enabled trading platform, targeted towards the growing number 

of mobile phone users in India. 

We believe that our efforts in this regard align with the efforts of the Indian government, who have offered tax 

breaks and financial schemes to encourage securities investment. We believe that we are positioned, as a well-

known exchange, to increase the number of investors trading on our exchange as first-time investors begin 

taking advantage of such government schemes. In addition, we plan to focus our education outreach programs, 

directly through the exchange as well as through our BSE Institute, on this sector of first-time retail investors in 

order to increase our brand recognition and to encourage such investors to trade in BSE-listed securities. We, 

through BSE Institute, design and develop course offerings for investors that focus on business process 

knowledge and practical training, and also conduct certification programs for market professionals in the Asian, 

African and Middle East regions. We also run custom courses for businesses and colleges. Moreover, the 

Employee Provident Fund Organization has recently started investing in ETFs, which is an indirect way of 

investment into the Indian stock market. 
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SUMMARY OF INDUSTRY  

The information in this section has been extracted from various government publications and industry sources, 

specifically from the World Federation of Exchanges, World Bank (Global Economic Prospects, Divergences 

and Risks, July 2016), the CIA World Factbook, the Government of India's Ministry of Statistics and 

Programme Implementation Press Release (Quick Estimates of Index of Industrial Production and Use-Based 

Index for the Month of March, 2016, 12 May 2016), the Reserve Bank of India (Monetary Policy Report, April 

2016 and its website) and CARE Research (Report on the Indian Stock Exchange Sector, August 2016). We 

specifically commissioned CARE Research to prepare an industry report on the Indian stock exchange sector 

for reference in this Draft Red Herring Prospectus. While we have exercised reasonable care in compiling and 

reproducing such official, industry, market and other data in this document, neither we, the Managers nor any 

other person connected with the Offer have independently verified this information and, accordingly, this 

information should not be relied on as if it had been so verified. Industry sources and publications generally 

state that the information contained therein has been obtained from sources generally believed to be reliable, 

but that their accuracy, completeness and underlying assumptions are not guaranteed and their reliability 

cannot be assured and, accordingly, investment decisions should not be based on such information. Unless 

otherwise stated, all years refer to calendar years. 

 

General Overview of the Exchange Sector 

 

Globally, there are over 70 major stock exchanges with a market capitalisation of more than US$5 billion. The 

total global market capitalisation of WFE member exchanges (the "WFE Exchanges") aggregated to US$66 

trillion at the end of June 2016 (Source: World Federation of Exchanges). 16 of these stock exchanges had a 

market capitalisation of above US$1 trillion each. Market capitalisation of the aforementioned 70 major stock 

exchanges taken together accounted for 86% of the total global market capitalisation. (Source: CARE Research, 

Report on Indian Stock Exchange Sector, August 2016 ("CARE Research Report")). 

 

The Intercontinental Exchange: NYSE ("ICE: NYSE") dominates with a market capitalisation of about 

US$18.7 trillion at the end of June 2016. In terms of turnover (defined as the value of shares traded), the 

Shanghai Stock Exchange topped the list with a turnover of about US$21.3 trillion in 2015. The BSE Limited 

was the largest exchange in the world in terms of number of listed companies at the end of December 2015, with 

5,836 companies. (Source: CARE Research Report) 

 

The chart below shows the number of trades on the top 15 WFE Exchanges in the world by market capitalisation 

for the time periods indicated. 

 

   Domestic Market Capitalisation 

Value of Equity Trading 

(Electronic Order Book Transactions)(1) 

   As at December 31, 

As at 30 

June For the year ended December 31, 

No. Exchange Country  2011 2012 2013 2014 2015 2016 2011 2012 2013 2014 2015 

   (U.S.$ billions) 

1 ICE: NYSE ......................  U.S. 11,796 14,086 17,950 19,351 17,787 18,711 18,027 13,443 13,700 15,868 17,477 

2 Nasdaq - US .....................  U.S. 3,845 4,582 6,085 6,979 7,281 7,064 12,724 9,784 9,585 12,237 12,515 

3 Japan Exchange Group .....  Japan 3,541 3,681 4,543 4,378 4,895 4,686 4,161 3,606 6,516 5,444 5,541 

4 Shanghai Stock Exchange  China 2,537 2,547 2,497 3,933 4,549 3,777 3,658 2,599 3,731 6,085 21,343 

5 LSE Group .......................  UK 3,266 3,397 4,429 4,013 3,879 3,480 2,837 2,194 2,233 2,771 2,651 

6 Euronext ..........................  EU 2,447 2,832 3,584 3,319 3,306 3,286 2,134 1,576 1,662 1,952 2,077 

7 Shenzhen Stock Exchange  China 1,055 1,150 1,452 2,072 3,639 3,191 2,838 2,369 3,859 5,941 19,611 

8 

Hong Kong Exchanges and 

Clearing ...........................  Hong Kong 2,258 2,832 3,101 3,233 3,185 2,973 1,445 1,106 1,323 1,521 2,126 

9 TMX Group .....................  Canada 1,912 2,059 2,114 2,094 1,592 1,869 1,542 1,357 1,371 1,408 1,185 

10 Deutsche Boerse...............  Germany 1,185 1,486 1,936 1,739 1,716 1,539 1,758 1,276 1,335 1,470 1,556 

11 BSE Limited ....................  India 1,007 1,263 1,139 1,558 1,516 1,521 148 110 85 123 121 

12 

National Stock Exchange of 

India.................................  India 985 1,234 1,113 1,521 1,485 1,494 589 526 479 633 677 

13 SIX Swiss Exchange ........  Switzerland 1,090 1,233 1,541 1,495 1,519 1,420 887 585 667 797 991 

14 Korea Exchange ...............  South Korea 996 1,179 1,235 1,213 1,231 1,260 2,029 1,518 1,285 1,350 1,930 

15 Nasdaq Nordic Exchanges  Sweden 842 996 1,269 1,197 1,268 1,221 828 587 626 723 755 

 _______________  
(Source: WFE) 

 

Revenue Sources of Global Exchanges 

 

Global exchanges derive their revenue from several sources such as transaction fees, listing, clearing and 

depository services. The following chart shows various revenue streams of global exchanges: 
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(Source: CARE Research Report) 

 

For both Indian exchanges, BSE and NSE, revenue mainly comes from securities services. Services to 

corporates, which primarily consists of listing income, also makes a significant contribution to revenues. 

Information services contribute little to the revenue for Indian exchanges, at about 4% to 5%. For exchanges in 

developed economies, information and data services generally account for 10% to 25% of total revenue. 

(Source: CARE Research Report) 
 

The Exchange Sector in India 

 

Key Growth Drivers 

 

According to CARE Research, the key growth drivers for the stock exchange sector in India are: 

 

Demographic Dividend: India's favourable demographics dividend is a major strength of the economy, not only 

in terms of a fast-growing population but also its favourable composition. According to the United 

Nations report "World Population Prospects: 2015 Revision", India's population is estimated to surpass 

China's population within a decade, even though the population growth rate has decelerated in both of 

these countries. Further, India's working age population (population in between 15 to 60 years) 

constitutes more than 60% of the overall population. A rising working age population results in a boost 

to consumer spending in the economy. 

 

Participation by retail investors: Historically, one of the characteristics of the average Indian household towards 

savings and investments was its preference for physical assets such as gold and real estate.  

 

One of the reasons for Indian investors' low preference for equity over other asset classes is the low 

level of financial awareness. In recent years, equity investments by Indian investors is slowly increasing 

due to specific tax breaks for equity investors and financial awareness programmes conducted by 

mutual fund houses and stock exchanges. Further, the rise in Indian equity indices during the past two 
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years has encouraged retail investors' confidence and, as a result, participation in the Indian equity 

markets, including mutual funds and other segments of the Indian capital markets. CARE expects 

India's working age population to rise in the coming years, which will be a growth driver for household 

savings. A portion of these increased savings are expected to be channelled towards Indian capital 

markets. 

 

Initiatives by the Government of India: Last year, the Government of India allowed the Employee Provident 

Fund Organisation ("EPFO") to begin investing in equity markets to boost equity investments in India. 

EPFO investment in the stock market is expected to help the equity market as it gives greater stability 

and adds liquidity to the stock market. It also reduces dependency on FIIs. Along with LIC and 

domestic mutual fund companies, the EPFO can counterbalance FII investments. 

 

Other measures, like the recent passage of the goods and services tax, which would simplify the tax 

structure in India, are expected to boost overall GDP growth in the medium to long term and are further 

positive steps for the overall growth of the Indian economy in the long term. The goods and services tax 

is expected to be implemented from 1 April 2017. 

 

Another area where regulatory change would aid the growth of Indian exchanges is interoperability 

between different clearing corporations. There is currently no interoperability between the different 

clearing corporations in India. Interoperability would allow trading participants to clear trades through a 

clearing house convenient to them as against the current system, which requires investors to use the 

clearing house owned by the exchange on which they trade. This would result in efficient use of capital 

for trading members who take positions on multiple stock exchanges. 

 

In addition, in its recent announcement, the union cabinet gave its approval to raise the foreign 

shareholding limit in Indian stock exchanges from 5% to 15% for a stock exchange, depository, banking 

company, an insurance company and a commodity derivative exchange. This will help to enhance 

competitiveness of Indian stock exchanges by facilitating the adoption of the latest technologies and 

global best practices; leading to the overall growth and development of the Indian capital markets. 

 

Global inflow of funds: Given the rise in the Indian capital markets, 269 new Foreign Portfolio Investors 

("FPIs") registered with SEBI in April 2016. The new registration is facilitated by a change in 

regulations, which granted FPIs granted permanent registration unless suspended or cancelled by SEBI 

or surrendered by the FPI. Going forward, CARE expects foreign investors to consider India as one of 

the preferred global investment destinations given its macro-economic stability, long-term growth 

prospects and ongoing economic and social reforms. With India's GDP growing at a rate of 7% to 8% in 

the current financial year, India is one of the fastest growing economies in the world. Compared to the 

relatively muted growth of other major global economies, CARE expects the growth of the Indian 

economy to attract foreign investments in coming years. Global events such as Brexit are also expected 

to attract new investors to India given slower growth in the European continent. 

 

Introduction of new products and initiatives: Even though stock exchanges in India have seen business growth 

in the past, there are product gaps which exist in certain segments. There is room to introduce 

innovative derivative products like weather derivatives, energy derivatives and credit derivatives, which 

are currently traded in major exchanges worldwide. The availability of such new products would bring 

additional business volumes on the exchanges. Also as per SEBI norms, foreign institutional investors 

are not permitted to trade in currency futures. Going forward, gradual easing of this restriction by the 

regulatory bodies could add further volumes to the currency market. 

 

In October 2011, exchanges from Brazil, Russia, India, China (represented by Hong Kong) and South 

Africa formed an alliance to cross-list their respective equity-based products. It is expected that that 

such international tie-ups will offer a strong growth opportunity for Indian stock exchanges. 

 

In the case of commodity markets, future growth could be achieved through the introduction of more 

agricultural commodities and also other global commodities for trading. Further, participation by 

mutual funds and banks in commodity markets in future would facilitate long term growth of these 

exchanges. 

 

Revival in the rural economy: After two to three years of insufficient rains, India has registered above-average 

rainfall in the current monsoon season so far. This would have a positive impact on agricultural output, 
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which is turn is expected to drive down the consumer price inflation in India. Lower inflation would 

translate into a benign interest rate regime, which would be positive for stock market growth. A revival 

in rural economy will further facilitate Indiaôs economic growth. 

(Source: CARE Research Report) 

 

The two major stock exchanges in India are the BSE and the NSE. The market capitalisation of both stock 

exchanges has gradually increased in line with a rise in trading activities and increasing share prices for listed 

companies. (Source: CARE Research Report) 

 

From FY2012 to FY2016, the number of shares traded on both exchanges combined grew by 30%. The steady 

growth of the Indian economy, growing awareness regarding the stock market, increased participation by 

foreign institutional players as well as domestic retail investors and increased penetration of share market 

trading services across India are some of the key factors which contributed to this growth. (Source: CARE 

Research Report) 

 

For BSE and NSE, revenue is primarily derived from securities services and services to corporates, which 

primarily consists of listing income. Information services contribute little to the revenue of Indian exchanges, 

contributing to approximately 4% to 5%. On the other hand, information services generally account for 10% to 

25% of the total revenue for exchanges in developed economies. (Source: CARE Research Report) 

 

Products Traded on Major Indian Exchanges 

 

The BSE and NSE offer trading primarily in equity, debt instruments, exchange traded funds and derivative 

products of equities, interest rate and currencies. Commodity trading activity in India is dominated by Multi 

Commodity Exchange and National Commodity Exchange. (Source: CARE Research Report) 

 

Trend of Different Asset Classes and Segments 

 

Equity Cash 

 

The turnover in the equity cash segment on the BSE and NSE increased during FY2012 to FY2016. The growth 

in turnover was a result of the growth in number of trades. During FY2012 to FY2016, the number of trades on 

the BSE rose from 323.5 million trades to 407.5 million trades while the number of trades on the NSE increased 

from 1,437.7 million trades to 1,851.8 million trades. (Source: CARE Research Report) 

 

Equity Derivatives 

 

The equity derivatives market, which accounts for more than 85% of the total traded turnover on Indian 

exchanges, has seen greater participation by investors since FY2012. (Source: CARE Research Report) 

 

Currency Derivatives 

 

The currency derivatives market in India is still in its nascent stage. The currency derivatives segment in India 

commenced in August 2008 with USD-INR Futures. Subsequently, SEBI approved trading in currency futures 

contracts on EUR-INR, GBP-INR and JPY-INR pairs and currency options contracts on USD-INR in 2010. 

Investors are increasingly allowed to be participate in this market. (Source: CARE Research Report) 

 

BSE did not have a currency derivatives segment until November 2013. While NSE has continued to be the 

market leader in this segment, BSE has moved into second position surpassing MSEI and has significantly 

closed the gap against NSE. (Source: CARE Research Report) BSE has increased its market share from 33% 

during September 2015 to 39% during August 2016. 

 

Interest Rate Derivatives 

 

Another key global financial market which has witnessed increased market participation in India, is that of 

interest rate derivatives market. Interest rate derivatives are part of the currency derivatives segment and has 

been a smaller sub-segment of the currency derivative segment. However, in FY2014 to FY2016, the turnover in 

this segment increased significantly from 302 billion to 5,264 billion on the NSE and 26 billion to 1,141 

billion for the BSE. (Source: CARE Research Report) 
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Corporate Debt 

 

Compared to the equity cash and equity derivative markets, the corporate debt market in India is relatively new. 

With large corporates increasingly preferring to raise funds through the debt market over bank loans and 

increased investor interest in high quality corporate securities (bonds, debentures, commercial paper), the 

number of contracts traded in the corporate debt market in the BSE and NSE has grown steadily during FY2012 

to FY2016. This segment witnessed strong growth in FY2015 due to increased investor interest in Indian 

corporate debt markets, issuance of bonds by better-rated Indian corporates and an improved regulatory 

framework. (Source: CARE Research Report) 

 

Primary Market 

 

The number of listed companies in the BSE and the NSE has grown over the period of FY2012 to FY2016, 

resulting in the rise of market capitalisation of both exchanges. From 5,133 companies listed on BSE in 

FY2012, this number has increased to 5,911 in FY2016. On NSE, the number of listed entities increased from 

1,646 in FY 2012 to 1,808 in FY2016. (Source: CARE Research Report) 

 

Commodities 

 

Another relatively new asset class traded on Indian exchanges is commodities. Although commodity trading has 

existed for a long time, it is still at an early stage in India. India has a predominantly agrarian economy and has a 

long history of commodity trading. However, it has gradually declined due to various factors such as droughts, 

periods of scarcity and certain Government policies. The Multi Commodity Exchange and the National 

Commodity Exchange are the dominant exchanges for commodity products. (Source: CARE Research Report) 

 

Clearing Corporations 

 

Regulatory change allowing interoperability between different clearing corporations would aid the growth of 

Indian exchanges. There is currently no interoperability between the different clearing corporations in India. 

Interoperability would allow trading participants to clear trades through a clearing house convenient to them as 

against the current system, which requires investors to use the clearing house owned by the exchange on which 

they trade. This would result in efficient use of capital for trading members who take positions on multiple stock 

exchanges. 

 

Depositories 

 

There are two depositories in India, Central Depository Services (India) Ltd. ("CDSL") and National Securities 

Depository Ltd. ("NSDL"). As on 31 August 2016, CDSL and NSDL had 11,345,320 and 14,929,313 active 

accounts, respectively and held Rs. 15,268 billion and Rs. 132,592 billion in total value of dematerialised 

securities, respectively. (Source: CARE Research Report) 
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SUMMARY FINANCIAL IN FORMATION  

You should read the summary restated consolidated financial information presented below in conjunction with 

our audited restated consolidated financial information as of and for the three months ended June 30, 2016 and 

the fiscal years ended March 31, 2016, 2015, and 2014 including the notes thereto and reports thereon, each 

included in this Draft Red Herring Prospectus. 

 

Restated Consolidated Summary Statement of Assets and Liabilities (  in million) 

Particulars 

Note No. 

of 

Annexure 

IV  

As at 

June 30, 

2016 

As at 

March 31, 

2016 

As at 

March 31, 

2015 

As at 

March 31, 

2014 

As at 

March 31, 

2013 

As at 

March 31, 

2012 

I - EQUITY AND LIABILITIES               

(1) Shareholders' Funds              

(a) Share Capital 2 107.4 107.4 107.3 103.8 103.7 103.5 

(b) Reserves and Surplus 3 24,799.4 24,385.4 24,501.6 23,603.9 22,785.7 22,093.8 

   24,906.8 24,492.8 24,608.9 23,707.7 22,889.4 22,197.3 

               

(2) Core Settlement Guarantee 

Fund 

 
1,870.5 1,760.5 1,112.6 56.3 8.1 2.2 

(3) Share Application Money 

Pending Allotment 

 
0.1 0.1 0.1 0.1 0.1 0.1 

(4) Minority Interest  41 2,148.4 2,223.1 1,986.4 1,875.4 1,733.3 1,553.2 

               

(5) Non-current Liabilities               

(a) Deferred Tax Liabilities (Net) 4 2.3 1.5 26.7 95.9 55.3 56.1 

(b) Long-term Borrowings 5 13.8 18.8 35.6 13.1 - - 

(c) Other Long-term Liabilities 6 515.5 520.6 449.9 286.3 316.9 292.9 

(d) Long-term Provisions 7 9.6 8.0 7.7 4.2 3.7 8.9 

(e) Deposits from Trading 

Members 
39 180.0 190.0 190.0 310.0 2,435.0 2,530.0 

   721.2 738.9 709.9 709.5 2,810.9 2,887.9 

               

(6) Current Liabilities               

(a) Short-Term Borrowings 8 - - - - 8.7 3,060.5 

(b) Trade Payables 9             

(i) Total outstanding dues of 

Micro, Small and Medium 

Enterprises 

 - - - - - - 

(ii) Total outstanding dues of 

creditors other than Micro, 

Small and Medium 

Enterprises 

 764.8 696.6 580.5 469.5 370.8 430.8 

(c) Other Current Liabilities 10 11,617.7 11,391.2 12,144.0 13,308.9 11,026.2 8,402.1 

(d) Short-term Provisions 11 276.2 766.5 831.1 581.7 600.8 833.2 

   12,658.7 12,854.3 13,555.6 14,360.1 12,006.5 12,726.6 

TOTAL   42,305.7 42,069.7 41,973.5 40,709.1 39,448.3 39,367.3 

II - ASSETS              

(1) Goodwill on Consolidation  850.4 850.4 850.4 850.4 850.4 850.4 

(2) Non-current Assets              

(a) Fixed Assets              

(i) Tangible Assets 12 1,377.1 1,434.5 1,363.0 851.1 880.2 881.8 

(ii) Intangible Assets 12 177.3 185.0 292.3 201.9 206.5 103.5 

(iii) Capital Work-in- progress  70.2 6.0 30.5 324.2 200.6 168.7 

(iv) Intangible Assets Under 

Development 

 
17.7 20.3 6.1 14.5 4.4 34.0 

   1,642.3 1,645.8 1,691.9 1,391.7 1,291.7 1,188.0 

               

(b) Non-current Investments 13 11,965.6 15,250.8 14,102.3 11,252.3 5,273.2 8,186.2 

(c) Deferred Tax Assets (net) 14 106.3 107.8 63.1 47.4 54.1 32.1 

(d) Long term Loans and Advances 15 1,078.3 1,203.9 856.3 790.6 563.5 306.6 

(e) Other Non-current Assets 16 14.6 15.0 21.0 29.3 18.8 14.7 

   13,164.8 16,577.5 15,042.7 12,119.6 5,909.6 8,539.6 
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Particulars 

Note No. 

of 

Annexure 

IV  

As at 

June 30, 

2016 

As at 

March 31, 

2016 

As at 

March 31, 

2015 

As at 

March 31, 

2014 

As at 

March 31, 

2013 

As at 

March 31, 

2012 

(3) Current Assets              

(a) Current Investments 17 8,555.0 5,372.8 8,659.5 10,611.0 8,262.9 5,687.9 

(b) Trade Receivables 18 718.6 479.9 360.0 344.3 344.0 338.9 

(c) Cash and Bank Balances 19 14,906.0 16,100.8 14,524.8 14,694.6 20,484.3 22,202.5 

(d) Short-term Loans and Advances 20 498.7 197.0 247.0 168.8 149.0 109.7 

(e) Other Current Assets 21 1,969.9 845.5 597.2 528.7 2,156.4 450.3 

   26,648.2 22,996.0 24,388.5 26,347.4 31,396.6 28,789.3 

TOTAL   42,305.7 42,069.7 41,973.5 40,709.1 39,448.3 39,367.3 

 

Note: 

The above statement should be read with Company Overview and Significant Accounting Policies appearing in Annexure - 

IV, Adjustments for Restatement of Consolidated Profit and Loss in Annexure - V, Restated Consolidated Statement of 

Accounting Ratios in Annexure - VI, Restated Consolidated Statement of Capitalisation in Annexure - VII and Restated 

Consolidated Statement of Dividend Paid 
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Restated Consolidated Summary Statement of Profit and Loss (  in million) 

Particulars 

Note No. 

of 

Annexure 

IV  

For the 

three 

months 

ended 

June 30, 

2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

I Revenue from Operations:              

  Securities Services 22 683.9 2,430.1 2,336.5 1,872.4 1,936.3 2,183.0 

  Services to Corporates 23 385.5 1,611.1 1,053.9 591.4 579.1 762.8 

  Data Dissemination Fees  60.8 224.2 221.0 204.1 223.8 207.7 

     1,130.2 4,265.4 3,611.4 2,667.9 2,739.2 3,153.5 

                 

II  
Income From Investments and 

Deposits 
24 

472.4 1,896.5 2,225.7 2,182.7 2,356.3 2,223.5 

III  Other Income 25 180.4 420.8 410.4 447.6 433.9 409.6 

IV  Total Revenue (I + II + III)   1,783.0 6,582.7 6,247.5 5,298.2 5,529.4 5,786.6 

V Expenses:              

  Employee Benefits Expense 26 304.0 1,115.5 998.7 853.7 772.4 749.2 

  Finance Costs  2.0 6.7 6.6 3.8 24.5 13.6 

  Depreciation and Amortization 

Expense 
12 

117.9 616.8 587.7 323.5 283.1 340.7 

  Administration and Other Expenses 27 641.1 2,462.1 2,195.7 1,570.0 1,648.3 1,439.0 

  Total Expenses  1,065.0 4,201.1 3,788.7 2,751.0 2,728.3 2,542.5 

VI  Profit before Exceptional items, 

Extraordinary Items and Tax (IV - 

V) 

 718.0 2,381.6 2,458.8 2,547.2 2,801.1 3,244.1 

                 

VII  Exceptional Items:              

  Liquidity Enhancement Incentive 

Programme Scheme 
44(a) 

- 172.4 342.5 612.9 955.4 604.9 

  Settlement Guarantee Fund (25% 

Transfer of Profit) 
32 

136.1 514.3 - - - - 

  Voluntary Retirement Scheme 44(b) - - 143.2 - 23.7 - 

  Loss on sale of Strategic Investment  - 64.3 - - - - 

  Reversal of Contribution to 

Depository Investor Protection Fund 
30 

- (331.0) - - - - 

  
Others 

44(c)& 

(d) 

- 46.0 21.8 - - - 

  Total Exceptional Items  136.1 466.0 507.5 612.9 979.1 604.9 

VIII  
Profit before Extraordinary Items 

and Tax (VI- VII)  

 581.9 1,915.6 1,951.3 1,934.3 1,822.0 2,639.2 

                 

IX Tax expense:              

  (1) Current Tax  107.4 434.4 506.3 314.1 399.6 626.2 

  (2) Minimum Alternate Tax Credit 

Entitlement 

 (11.2) (34.9) - (21.5) - - 

  (3) Deferred Tax  2.3 (75.4) (68.5) 47.3 (22.7) 16.4 

  Total  98.5 324.1 437.8 339.9 376.9 642.6 

                 

X Net Profit after Tax before 

Extraordinary Items as Restated 

 483.4 1,591.5 1,513.5 1,594.4 1,445.1 1,996.6 

                 

XI  Extraordinary Items  - - - (5.7) 4.9 - 

XII  
Profit after Tax & Extraordinary 

Items (VIII - IX)  

 483.4 1,591.5 1,513.5 1,600.1 1,440.2 1,996.6 
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Particulars 

Note No. 

of 

Annexure 

IV  

For the 

three 

months 

ended 

June 30, 

2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

XIII  Share of Minority  69.4 363.5 213.3 244.1 248.5 268.1 

XIV  Share of Loss of Associate  - 2.7 2.8 4.1 3.3 4.1 

XV Net profit after Share of Minority 

and Share of Loss of Associate as 

Restated 

 414.0 1,225.3 1,297.4 1,351.9 1,188.4 1,724.4 

XVI  Earnings Per Equity Share (EPS) 

(face value of  1/- each) 
38 

            

  Before Exceptional Items and 

Extraordinary Items  

             

  Basic and Diluted EPS  4.61* 14.92 14.95 16.67 17.52 20.17 

  After Exceptional Items and 

Extraordinary Items  

             

  Basic and Diluted EPS  3.79* 11.22 11.88 12.78 11.24 16.31 

* Not Annualised 

Note: 

The above statement should be read with Company Overview and Significant Accounting Policies appearing in Annexure 

- IV, Adjustments for Restatement of Consolidated Profit and Loss in Annexure - V, Restated Consolidated Statement of 

Accounting Ratios in Annexure - VI, Restated Consolidated Statement of Capitalisation in Annexure - VII and Restated 

Consolidated Statement of Dividend Paid 
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Restated Consolidated Summary Statement of Cash Flows (  in million) 

PARTICULARS  

For the 

three 

months 

ended 

June 30, 

 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

A. CASH FLOW FROM OPERATING 

ACTIVITIES  

            

Profit before Extraordinary Items and Tax 

(as restated) 

581.9 1,915.6 1,951.3 1,934.3 1,822.0 2,639.2 

Adjustments for             

Depreciation and Amortisation Expenses 117.9 616.8 587.7 323.5 283.1 340.7 

Extraordinary items - - - 8.5 (7.3) - 

Unrealised loss on Foreign Exchange - - - 0.6 - - 

Loss/(Profit) on Sale/ Disposal of Assets (Net) - 0.9 1.8 23.3 2.2 (0.2) 

Finance Cost 2.0 6.7 6.6 3.8 24.5 13.6 

Contribution to Core SGF 65.1 174.1 257.9 - - - 

Investment Income on Core SGF 44.9 120.9 - - - - 

Penalties/ Contribution received towards 

Settlement Guarantee Fund from Members 

- 7.3 3.4 9.5 4.4 2.2 

Loss/ (Profit) on Sale of Investments (Net) 9.5 (17.1) (112.6) (221.3) (262.5) (330.5) 

Amortisation of Discount and Premium (Net) - 21.1 (5.8) 15.6 41.4 49.0 

Interest Income (437.4) (1,746.4) (1,966.3) (1,809.1) (2,042.1) (1,852.8) 

Dividend Income (34.7) (154.1) (141.0) (167.9) (93.1) (89.2) 

Provision for Diminution in Value of Long 

Term Investment 

(21.4) 20.6 62.5 0.2 11.2 - 

Provision for Diminution in Value of Current 

Investment 

(2.7) 2.9 (7.5) 6.8 - - 

Provision for Doubtful Trade Receivables and 

Bad Debts written off 

34.5 60.4 30.0 35.1 41.7 - 

Provision for Compensated Absences 12.4 37.0 39.8 10.8 12.3 15.5 

Operating profit before working capital 

changes (as restated) 

372.0 1,066.7 707.8 173.7 (162.2) 787.5 

Movements in Working Capital             

(Increase) / Decrease in Trade Receivables (273.2) (180.3) (36.5) (36.0) (46.8) (37.3) 

(Increase) / Decrease in Loans and Advances (303.6) 42.5 (40.1) (19.6) (26.8) (34.8) 

(Increase) / Decrease in Other Assets (439.9) (42.8) (59.0) 110.2 18.1 (68.9) 

Increase / (Decrease) in Trade Payables 68.2 116.3 65.1 98.8 (60.0) (309.4) 

Increase / (Decrease) in Other Liabilities 627.2 (760.5) (1,685.4) 1,949.2 2,664.7 (617.6) 

  (321.3) (824.8) (1,755.9) 2,102.6 2,549.2 (1,068.0) 

Cash Generated from/ (used in) Operations 50.7 241.9 (1,048.1) 2,276.3 2,387.0 (280.5) 

Direct taxes paid (net of refunds) 81.1 (733.1) (480.1) (547.9) (648.6) (688.7) 

              

Net Cash from/ (used in) Operating Activities 131.8 (491.2) (1,528.2) 1,728.4 1,738.4 (969.2) 

              

B. CASH FLOW FROM INVESTING 

ACTIVITIES  

            

Fixed Assets             

Purchase of fixed assets, including intangible 

assets, capital work in progress and capital 

advances 

(129.4) (623.4) (725.8) (445.9) (314.3) (346.6) 

Proceeds from sale of fixed assets 1.0 2.0 3.6 17.5 3.5 3.2 

Investments             

Net Decrease/ (Increase) in long term 

investment 

3,294.5 (1,374.2) (2,991.6) (5,905.0) 2,651.9 277.1 

Net Decrease/ (Increase) in current investment (3,731.4) 3,300.9 2,071.6 (304.7) (4,131.4) 3,438.2 
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PARTICULARS  

For the 

three 

months 

ended 

June 30, 

 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

Fixed Deposits with Banks             

Net Decrease / (Increase) in Fixed Deposits with 

Banks 

(1,051.6) (1,300.9) 3,234.2 4,129.5 556.8 (2,507.1) 

Interest Received 322.4 1,487.8 1,954.1 1,593.1 2,140.3 1,744.9 

Dividend Received 34.7 154.1 141.0 167.9 93.1 89.2 

              

Net Cash generated from/ (used in) Investing 

Activities 

(1,259.8) 1,646.3 3,687.1 (747.6) 999.9 2,698.9 

              

C. CASH FLOW FROM FINANCING 

ACTIVITIES  

            

Proceeds from sale of equity share of subsidiary 

of CDSL 

- - 9.7 10.0 15.0 102.5 

(Repayment of) / Proceeds from Long term 

borrowing 

(5.0) (16.8) 22.5 13.1 - - 

Proceeds of Short term borrowings from banks - - - - - 3,059.9 

Repayment of Short term borrowings from 

banks 

- - - (8.7) (3,051.8) - 

Payment for Investment in Subsidiary - - - (50.0) (20.0) (40.0) 

Finance Cost (1.6) (7.1) (6.9) (2.1) (24.5) (13.6) 

Increase/ (Decrease) in Trading Member and 

Other Deposits 

(2.3) 60.9 126.9 (2,066.6) (92.4) 46.0 

Dividend and taxes paid thereon (525.6) (1,116.9) (494.9) (494.9) (737.4) (491.6) 

Dividend and tax on dividend paid related to 

Minority 

(144.1) (126.7) (112.0) (112.0) (83.4) (66.8) 

Share Issue Expenses - (10.4) - - - - 

              

Net Cash from/ (used in) Financing Activities (678.6) (1,217.0) (454.7) (2,711.2) (3,994.5) 2,596.4 

Net Increase / (Decrease) in Cash and Cash 

Equivalents (A+B+C) 

(1,806.6) (61.9) 1,704.2 (1,730.4) (1,256.2) 4,326.1 

Cash and Cash Equivalents at the beginning of 

the year period 

3,376.3 3,438.2 1,707.3 3,437.7 4,693.9 367.8 

Add : Bank Balance transferred under scheme of 

arrangement (refer note 3) 

- - 26.7 - - - 

              

Cash and Cash Equivalents at the end of the 

year/ period* 

1,569.7 3,376.3 3,438.2 1,707.3 3,437.7 4,693.9 

* Cash and cash equivalents at the end of the 

year/ period comprises (Refer note 19) 

            

i) Cash on Hand - 0.1 - - - 0.2 

ii)  Cheques in Hand - 3.1 - 6.6 7.1 - 

iii)  Balances with Banks             

In Current Accounts 989.7 1,594.1 685.3 1,175.1 855.5 93.7 

In Deposit Accounts with original maturity of 3 

months 

580.0 1,779.0 2,752.9 525.6 2,575.1 4,600.0 

  1,569.7 3,376.3 3,438.2 1,707.3 3,437.7 4,693.9 

  

Note: 

The above statement should be read with Company Overview and Significant Accounting Policies appearing in Annexure 

- IV, Adjustments for Restatement of Consolidated Profit and Loss in Annexure - V, Restated Consolidated Statement of 

Accounting Ratios in Annexure - VI, Restated Consolidated Statement of Capitalisation in Annexure - VII and Restated 

Consolidated Statement of Dividend Paid 
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PARTICULARS  

For the 

three 

months 

ended 

June 30, 

 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

 

See accompanying notes forming part of the restated consolidated financial statements 1 - 46  

 

1. The Cash Flow Statement has been prepared under the "Indirect Method" as set out in Accounting Standard - 3 "Cash 

Flow Statement". 

 

2. Cash flow does not include cash and cash equivalent held by the Exchange for various Earmarked Liabilities. These 

cash and cash equivalent of earmarked liabilities are held in segregated accounts. 

 

3. Cash flow statement for year ended on March 31, 2015 is prepared after adjusting balances transferred from United 

Stock Exchange Limited under the scheme of amalgamation as stated in note no. 33. 

 

4. Aggregate number of shares allotted as fully paid-up equity bonus shares by capitalisation of free reserves and 

hence not included in Cash Flow Statement. 

 

PARTICULARS  

For the three 

months ended 

30th June 

2016 

For the year ended 

31st  

March 

2016 

31st  

March 

2015 

31st  

March 

2014 

31st  

March 

2013 

31st  

March 

2012 

Number of shares - - 1,20,000 1,20,000 1,20,000 1,20,000 

 

5. Previous years' / period's audited figures have been regrouped wherever necessary.  

 

 



 

60 

 

Restated Unconsolidated Summary Statement of Assets and Liabilities (  in million) 

 

Particulars 

Note No. 

of 

Annexure 

IV  

As at 

June 30, 

2016 

As at 

March 

31, 

2016 

As at 

March 

31, 

2015 

As at 

March 

31, 

2014 

As at 

March 

31, 

2013 

As at 

March 

31, 

2012 

I - EQUITY AND LIABILITIES               

(1) Shareholders' Funds              

(a) Share Capital 2 107.4 107.4 107.3 103.8 103.7 103.5 

(b) Reserves and Surplus 3 22,925.3 22,428.7 21,925.9 20,747.8 20,445.8 20,528.8 

   23,032.7 22,536.1 22,033.2 20,851.6 20,549.5 20,632.3 

               

(2) Share Application Money 

Pending Allotment 

 
0.1 0.1 0.1 0.1 0.1 0.1 

               

(3) Non-current Liabilities               

(a) Deferred Tax Liabilities (Net) 4 - - 25.1 90.3 52.7 50.1 

(b) Other Long-term Liabilities 5 289.1 292.3 236.9 68.1 100.6 90.5 

(c) Deposits from Trading Members 36 180.0 190.0 190.0 310.0 2,435.0 2,530.0 

   469.1 482.3 452.0 468.4 2,588.3 2,670.6 

(4) Current Liabilities               

(a) Trade Payables 6             

(i) Total outstanding dues of 

Micro, Small and Medium 

Enterprises 

 - - - - - - 

(ii) Total outstanding dues of 

creditors other than Micro, 

Small and Medium Enterprises 

 644.3 545.7 452.8 334.5 288.3 476.2 

(b) Other Current Liabilities 7 6,030.8 4,946.4 5,025.9 3,718.6 3,284.8 3,325.9 

(c) Short-term Provisions 8 186.5 666.1 794.0 549.8 562.6 810.6 

   6,861.6 6,158.2 6,272.7 4,602.9 4,135.7 4,612.7 

TOTAL   30,363.5 29,176.7 28,758.0 25,923.0 27,273.6 27,915.7 

II - ASSETS              

(1) Non-current Assets              

(a) Fixed Assets              

(i) Tangible Assets 9 1,246.9 1,301.6 1,208.3 702.2 788.8 762.9 

(ii) Intangible Assets 9 183.7 190.4 291.9 196.5 166.1 105.3 

(iii) Capital Work-in-progress  31.6 6.0 30.5 324.6 191.9 168.7 

(iv) Intangible Assets Under 

Development 

 
13.3 10.9 6.1 12.2 - 34.0 

   1,475.5 1,508.9 1,536.8 1,235.5 1,146.8 1,070.9 

               

(b) Deferred Tax Assets (net) 10 24.3 26.0 - - - - 

(c) Non-current Investments 11 16,253.8 16,235.5 14,419.9 13,594.4 10,597.3 8,125.0 

(d) Long Term Loans and Advances 12 677.3 817.8 566.9 606.5 414.2 244.9 

(e) Other Non-current Assets 13 14.3 14.9 21.0 29.0 18.5 14.7 

   16,969.7 17,094.2 15,007.8 14,229.9 11,030.0 8,384.6 

(2) Current Assets              

(a) Current Investments 14 2,723.0 2,448.1 4,265.1 2,840.5 2,462.9 3,185.3 

(b) Trade Receivables 15 437.2 294.1 263.0 240.1 234.0 301.5 

(c) Cash and Bank Balances 16 7,648.1 7,294.6 7,004.8 6,889.5 11,993.4 14,643.2 

(d) Short-term Loans and Advances 17 358.3 72.3 316.6 118.6 138.0 83.9 

(e) Other Current Assets 18 751.7 464.5 363.9 368.9 268.5 246.3 

   11,918.3 10,573.6 12,213.4 10,457.6 15,096.8 18,460.2 

TOTAL   30,363.5 29,176.7 28,758.0 25,923.0 27,273.6 27,915.7 

 

Note: 
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Particulars 

Note No. 

of 

Annexure 

IV  

As at 

June 30, 

2016 

As at 

March 

31, 

2016 

As at 

March 

31, 

2015 

As at 

March 

31, 

2014 

As at 

March 

31, 

2013 

As at 

March 

31, 

2012 

The above statement should be read with Company Overview and Significant Accounting Policies appearing in 

Annexure - IV, Adjustment for Restatement of Unconsolidated Profit and Loss in Annexure - V, Restated 

Unconsolidated Statement of Accounting Ratios in Annexure - VI, Restated Unconsolidated Statement of Capitalisation 

in Annexure - VII, Restated Unconsolidated Statement of Tax Shelters in Annexure - VIII and Restated Unconsolidated 

Statement of Dividend Paid 
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Restated Unconsolidated Summary Statement of Profit and Loss (  in million) 

 

Particulars 

Note No. 

of 

Annexure 

IV  

For the  

three  

months  

ended 

June  

30, 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

I  Revenue from Operations:               

 Trading Members 19 278.1 774.5 742.8 540.3 649.6 703.9 

 Services to Corporates 20 385.5 1,611.1 1,053.9 591.4 579.1 762.8 

 Other Operating Income 21 - - 260.0 - - - 

 Data Dissemination Fees  60.8 224.2 219.3 204.1 224.0 207.7 

    724.4 2,609.8 2,276.0 1,335.8 1,452.7 1,674.4 

II  Income From Investments and 

Deposits 

22 567.6 2,340.4 1,867.5 1,689.2 1,667.0 2,099.0 

III  Other Income 23 132.4 208.7 248.3 303.3 269.4 254.6 

IV  Total Revenue (I + II + III)   1,424.4 5,158.9 4,391.8 3,328.3 3,389.1 4,028.0 

         

V Expenses:        

 Employee Benefits Expense 24 166.1 585.7 552.9 491.5 416.5 461.8 

 Finance Costs  0.4 1.6 2.2 1.7 7.3 10.3 

 Depreciation and Amortization 

Expense 
9 

107.6 563.8 521.6 265.7 245.0 296.8 

 Administration and Other 

Expenses 
25 

541.2 2,007.1 1,925.3 1,167.1 1,307.3 1,186.8 

 Total Expenses  815.3 3,158.2 3,002.0 1,926.0 1,976.1 1,955.7 

VI  
Profit before Exceptional 

Items and Tax (IV- V) 

 609.1 2,000.7 1,389.8 1,402.3 1,413.0 2,072.3 

          

VII  Exceptional Items:        

 Liquidity Enhancement 

Incentive Program Scheme 
38(a) 

- 172.4 342.5 612.9 955.4 604.9 

 Settlement Guarantee Fund 

(25% Transfer of Profit) 
28 

136.1 514.3     

 Voluntary Retirement Scheme 38(b) - - 127.7 - - - 

 
Others 

38(c) & 

(d) 

- 46.0 21.8 - - - 

 Total Exceptional Items  136.1 732.7 492.0 612.9 955.4 604.9 

VIII  Profit before tax (VI - VII)   473.0 1,268.0 897.8 789.4 457.6 1,467.4 

          

IX  Tax expense:        

 (1) Current Tax  17.0 - 189.7 24.9 56.8 333.5 

 (2) Minimum Alternate 

 Tax Credit Entitlement 

 - - - (20.9) - - 

 (3) Deferred Tax  1.7 (51.1) (48.4) 37.7 2.6 17.9 

 Total  18.7 (51.1) 141.3 41.7 59.4 351.4 

          

 Profit after tax (V - VI)   454.3 1,319.1 756.5 747.7 398.2 1,116.0 

          

 Restatement Adjustments  - - - - - - 

 (Refer Annexure V)        

          

X 
Net Profit after tax as 

restated 

 454.3 1,319.1 756.5 747.7 398.2 1,116.0 

          

XI  Earnings Per Equity Share 

(EPS) (face value of  1/- each) 

34       
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Particulars 

Note No. 

of 

Annexure 

IV  

For the  

three  

months  

ended 

June  

30, 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

 Before Exceptional Items and 

Extraordinary Items  

       

 Basic and Diluted EPS  4.98* 16.47 9.90 10.99 9.87 14.42 

 After Exceptional Items and 

Extraordinary Items  

       

 Basic and Diluted EPS  4.16* 12.08 6.93 7.07 3.77 10.55 

 * Not Annualised        

Note: 

The above statement should be read with Company Overview and Significant Accounting Policies appearing in 

Annexure - IV, Adjustment for Restatement of Unconsolidated Profit and Loss in Annexure - V, Restated 

Unconsolidated Statement of Accounting Ratios in Annexure - VI, Restated Unconsolidated Statement of 

Capitalisation in Annexure - VII, Restated Unconsolidated Statement of Tax Shelters in Annexure - VIII and 

Restated Unconsolidated Statement of Dividend Paid 
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Restated Unconsolidated Summary Statement of Cash Flows (  in million) 

Particulars 

For the  

three  

months  

ended 

June  

30, 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

A. CASH FLOW FROM OPERATING 

ACTIVITIES  

            

Profit before tax (as restated) 473.0 1,268.0 897.8 789.4 457.6 1,467.4 

Adjustments for:       

Depreciation and Amortisation Expenses 107.6 563.8 521.6 265.7 245.0 296.8 

Unrealised loss on Foreign Exchange - - - 0.6 - - 

Loss/(Profit) on Sale / Disposal of Fixed Assets 

(Net) 

- (0.7) 2.5 24.2 0.8 (1.4) 

Finance Costs 0.4 1.6 2.2 1.7 7.3 10.3 

Loss / (Profit) on Sale of Investments (Net) 9.8 (63.7) (1.8) (2.5) (31.1) (225.5) 

Amortisation of Discount and Premium (Net) 7.6 26.8 0.9 20.3 41.4 49.0 

Interest Income (348.4) (1,325.7) (1,384.8) (1,293.2) (1,520.5) (1,764.5) 

Dividend Income (226.8) (977.8) (481.8) (413.8) (156.8) (158.0) 

Provision for Diminution in Value of Long term 

Investment 

(21.9) 5.9 77.2 0.2 10.5 - 

Provision for Diminution in Value of Current 

Investment 

- - - (0.1) - - 

Provision for Doubtful Trade Receivables and 

Bad Debts written off 

34.5 26.5 1.8 18.2 15.3 - 

Provision for Compensated Absences 8.3 22.1 31.8 6.7 5.6 15.5 

Operating profit / (loss) before working 

capital changes (as restated) 

44.1 (453.2) (332.6) (582.6) (924.9) (310.4) 

Movements in Working Capital       

(Increase) / Decrease in Trade Receivables (177.6) (57.6) (15.5) (24.9) 52.2 (113.4) 

(Increase) / Decrease in Loans and Advances (287.0) 239.0 (136.8) 31.2 (15.5) (69.5) 

(Increase) / Decrease in Other Assets 0.6 6.1 8.0 (10.5) (5.5) (13.0) 

Increase / (Decrease) in Trade Payables 98.6 93.1 72.2 46.3 (187.9) (168.6) 

Increase / (Decrease) in Other Liabilities 1,486.9 (361.4) 580.5 50.4 27.2 279.5 

  1,121.5 (80.8) 508.4 92.5 (129.5) (85.0) 

Cash generated from / (used in) Operations 1,165.6 (534.0) 175.8 (490.1) (1,054.4) (395.4) 

Direct taxes (paid)/ received (net of refunds/ 

payment) 

180.2 (279.1) (83.1) (209.2) (227.5) (380.7) 

        

Net Cash generated from / (used in) 

Operating Activities 

1,345.8 (813.1) 92.7 (699.3) (1,281.9) (776.1) 

        

B. CASH FLOW FROM INVESTING 

ACTIVITIES  

      

Fixed Assets       

Purchase of fixed assets, including intangible 

assets, capital work in progress and capital 

advances 

(89.7) (582.2) (661.4) (351.8) (263.9) (323.4) 

Proceeds from sale of fixed assets 1.0 1.8 1.4 7.1 1.1 2.7 

Investments       

Investment in Subsidiary and Joint Venture - - - (51.1) (3,060.0) (40.0) 

Purchase of other long term Investments (232.6) (4,036.4) (1,934.6) (4,556.1) (1,751.4) (1,221.0) 

Proceeds from other long term Investments 206.5 1,448.0 1,500.4 2,265.0 1,917.3 2,007.1 

Net Decrease / (Increase) in Current Investment (424.7) 2,439.5 (2,011.5) (956.3) 858.1 3,382.8 

Fixed Deposits with Banks - - - - - - 

Net Decrease / (Increase) in Fixed Deposits with 

Banks 

(747.8) 264.9 1,362.5 4,374.6 3,560.7 (4,564.4) 
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Particulars 

For the  

three  

months  

ended 

June  

30, 2016 

For the year ended 

March 

31, 

2016 

March 

31, 

2015 

March 

31, 

2014 

March 

31, 

2013 

March 

31, 

2012 

Interest Received 238.9 1,214.8 1,446.1 1,148.1 1,541.7 1,719.4 

Dividend Received 226.8 977.8 481.8 413.8 156.8 158.0 

        

Net Cash generated from Investing Activities (821.6) 1,728.2 184.7 2,293.3 2,960.4 1,121.2 

        

C. CASH FLOW FROM FINANCING 

ACTIVITIES  

      

Finance Cost - (2.0) (2.5) - (7.3) (10.3) 

Increase / (Decrease) in Trading Member and 

Other Deposits 

(2.6) 21.7 120.8 (1,973.8) (112.9) 32.1 

Dividend and taxes paid thereon (483.3) (937.3) (432.1) (445.6) (723.6) (491.6) 

Share Issue Expenses - (10.4) - - - - 

        

Net Cash used in Financing Activities (485.9) (928.0) (313.8) (2,419.4) (843.8) (469.8) 

Net Increase / (Decrease) in Cash and Cash 

Equivalents (A+B+C) 

38.3 (12.9) (36.4) (825.4) 834.7 (124.7) 

Cash and Cash Equivalents at the beginning of 

the year / period 

21.3 34.2 43.9 869.3 34.6 330.1 

Add : Bank Balance transferred under scheme 

of arrangement (refer note 4) 

- - 26.7 - - - 

Less: Bank Balance transferred under scheme of 

arrangement (refer note 3) 

- - - - - 170.8 

              

Cash and Cash Equivalents at the end of the 

year / period* 

59.6 21.3 34.2 43.9 869.3 34.6 

* Cash and cash equivalents at the end of the 

year / period comprises (Refer note 16) 

            

i) Cash on Hand - - - - - 0.1 

ii)  Balances with Banks             

In Current Accounts 59.6 21.3 34.2 43.9 559.3 34.5 

In Deposit Accounts with original maturity of 3 

months 

- - - - 310.0 - 

  59.6 21.3 34.2 43.9 869.3 34.6 

 

Note: 

The above statement should be read with Company Overview and Significant Accounting Policies appearing in 

Annexure - IV, Adjustment for Restatement of Unconsolidated Profit and Loss in Annexure - V, Restated 

Unconsolidated Statement of Accounting Ratios in Annexure - VI, Restated Unconsolidated Statement of 

Capitalisation in Annexure - VII, Restated Unconsolidated Statement of Tax Shelters in Annexure - VIII and 

Restated Unconsolidated Statement of Dividend Paid 

 

See accompanying notes forming part of the restated financial statements 1 ï 41 
 

1. The Cash Flow Statement has been prepared under the "Indirect Method" as set out in Accounting Standard - 3 

"Cash Flow Statement". 

 

2. Cash flow does not include cash and cash equivalent held by the Exchange for various Earmarked 

Liabilities. These cash and cash equivalent of earmarked liabilities are held in segregated accounts. 

 

3. Cash flow statement for year ended on March 31, 2012 is prepared after adjusting balances transferred to 

Indian Clearing Corporation Limited under the scheme of arrangement as stated in note no. 29. 

 

4. Cash flow statement for year ended on March 31, 2015 is prepared after adjusting balances transferred from 





















mailto:bo7538@pnb.co.in
http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries
http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries
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The list of the Registered Brokers, Registrar and Share Transfer Agents, CDPs including details such as postal 

address, telephone number and e-mail address, are provided on the websites of the Exchange and the NSE at 

http://www.bseindia.com/Markets/PublicIssues/brokercentres_new.aspx?expandable=3 and 

http://www.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm for Registered Brokers at 

http://www.bseindia.com/Static/Markets/PublicIssues/RtaDp.aspx?expandable=6 and https://www.nse-

india.com/products/content/equities/ipos/asba_procedures.htm for Registrar and Share Transfer Agents and CDPs, 

as updated from time to time. 

 

For further details, please see ñOffer Procedureò on page 495 of this Draft Red Herring Prospectus. 

 

Inter -se allocation of responsibilities: 

 

The responsibilities and co-ordination by the Managers for various activities in the Offer are as follows: 

 

Activity  Responsibility Co-ordination  

Capital structuring, positioning strategy and due diligence of the Company 

including its operations/management/business plans/legal etc. Drafting and design 

of the Draft Red Herring Prospectus, Red Herring Prospectus, Prospectus 

including a memorandum containing salient features of the Prospectus. The 

Managers shall ensure compliance with stipulated requirements and completion of 

prescribed formalities with the Stock Exchanges, RoC and SEBI including 

finalisation of Prospectus and RoC filing. 

Managers Edelweiss 

Drafting and approval of all statutory advertisement. Managers Edelweiss 

Drafting and approval of all publicity material other than statutory advertisement 

as mentioned above including media monitoring, corporate advertising, brochure, 

etc. 

Managers Jefferies 

Appointment of Intermediaries - Registrar to the Offer, Advertising Agency, 

Printers and Banker(s) to the Offer and Monitoring Agency and coordinating with 

them for execution of their respective agreements. 

Managers Axis 

Marketing and road-show presentation and preparation of frequently asked 

questions for the road show team 

Managers Nomura 

Domestic institutional marketing of the Offer, which will cover, inter alia: 

(a) Institutional marketing strategy; (b) Finalising the list and division of domestic 

investors for one-to-one meetings; and (c) Finalising domestic road show and 

investor meeting schedule 

Managers Axis 

International Institutional marketing of the Offer, which will cover, inter alia: 

(a) Institutional marketing strategy; (b) Finalising the list and division of 

international investors for one-to-one meetings; and (c) Finalising international 

road show and investor meeting schedule 

Managers Jefferies 

Retail marketing of the Offer which will cover, inter alia: (a) Finalising media, 

marketing and public relations strategy; (b) Finalising centres for holding 

conferences for press and brokers; (c) Follow-up on distribution of publicity and 

Offer material including form, the Prospectus and deciding on the quantum of the 

Offer material; and (d) Finalising collection centres 

Managers Edelweiss 

Non-institutional marketing of the Offer Managers Edelweiss 

Coordination with Stock Exchanges for book building software, bidding terminals 

and mock trading and payment of STT on behalf of Selling Shareholders 

Managers Nomura 

Managing the book and finalization of pricing in consultation with the Exchange 

and Advisory Committee  

Managers Jefferies 

Post-issue activities, which shall involve essential follow-up steps including 

anchor coordination, follow-up with bankers to the issue and SCSBs to get quick 

estimates of collection and advising the issuer about the closure of the issue, based 

on correct figures, finalisation of the basis of allotment based on technical 

rejections, listing of instruments, demat credit and refunds/ unblocking of funds 

and coordination with various agencies connected with the post-issue activity such 

as registrars to the issue, bankers to the issue, SCSBs, including responsibility for 

execution of underwriting arrangements, as applicable, coordinating with Stock 

Exchanges and SEBI for Release of 1% security deposit post closure of the Issue 

and handling of investor grievances for redressal. 

Managers SBI Capital 

 

http://www.bseindia.com/Markets/PublicIssues/brokercentres_new.aspx?expandable=3
http://www.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm
http://www.bseindia.com/Static/Markets/PublicIssues/RtaDp.aspx?expandable=6
https://www.nse-india.com/products/content/equities/ipos/asba_procedures.htm
https://www.nse-india.com/products/content/equities/ipos/asba_procedures.htm
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Monitoring agency 

 

The Offer, being an offer for sale, there is no requirement to appoint a monitoring agency for the Offer. 

 

Experts 

 

Except as stated below, the Exchange has not obtained any expert opinions: 

 

M/s Deloitte Haskins and Sells LLP., Chartered Accountants, have provided their written consent for the inclusion 

of the reports each dated September 7, 2016 on the Restated Consolidated Financial Information and Restated 

Standalone Financial Information and the statement of tax benefits dated September 9, 2016 in the form and context 

in which it will appear in this Draft Red Herring Prospectus. M/s Deloitte Haskins and Sells LLP., Chartered 

Accountants, has also provided their written consent to be named as an expert under Section 2(38) and Section 

26(1)(a)(v) of the Companies Act, 2013 in relation hereto, and such consent has not been withdrawn at the time of 

delivery of this Draft Red Herring Prospectus to SEBI. As the Equity Shares have not been and will not be registered 

under the Securities Act, Deloitte Haskins and Sells LLP., Chartered Accountants, have not filed a consent under the 

Securities Act. 

 

CARE has provided their written consent dated September 8, 2016 to be named as an expert under Section 2(38) and 

26 of the Companies Act, 2013 in relation to their report on Industry Report on Stock Exchanges dated 

August, 2016, and such consent has not been withdrawn at the time of delivery of this Draft Red Herring Prospectus 

to SEBI. 

 

Credit rating 

 

As this is an offer of equity shares, credit rating is not required. 

 

IPO grading 

 

No credit rating agency registered with SEBI has been appointed in respect of obtaining grading for the Offer. 

 

Trustees 
 

As this is an offer of equity shares, the appointment of trustees is not required. 

 

Book building process 

 

Book building, in the context of the Offer, refers to the process of collection of Bids from investors on the basis of 

the Red Herring Prospectus and the Bid cum Application Forms within the Price Band. The Price Band will be 

decided by the Exchange in consultation with Advisory Committee and Managers and the minimum Bid Lot will be 

decided by the Exchange in consultation with the Managers, and advertised in editions of [ǒ], editions of [ǒ] and 

edition of [ǒ] (which are widely circulated in English, Hindi and Marathi newspapers, respectively, Marathi being 

the regional language of Maharashtra, where our Registered Office is located) at least five Working Days prior to 

the Offer Opening Date. The Offer Price shall be determined by the Exchange in consultation with Advisory 

Committee and Managers, after the Offer Closing Date. 

 

All Bi dders, except for Anchor Investors, are mandatorily required to use the ASBA process. 

 

In accordance with the ICDR Regulations, QIBs Bidding in the QIB Portion (other than Anchor Investor 

Portion) and Non-Institutional Investors bidding in the Non-Institut ional Portion are not allowed to 

withdraw or lower the size of their Bid(s) (in terms of the quantity of the Equity Shares or the Bid Amount) 

at any stage and Anchor Investors cannot withdraw their Bids after the Anchor Investor Bidding Date. Retail 

Indivi dual Investors can revise their Bids during the Offer Period and withdraw their Bids until the Offer 

Closing Date. Allocation to Non-Institutional Investors shall be on a proportionate basis and allotment to 

each Retail Individual Investor shall not be less than the minimum Bid Lot subject to availability of Equity 

Shares in the Retail Portion and the remaining available Equity Shares if any, shall be allotted on a 
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proportionate basis. Further, allocation to QIBs in the QIB Portion (other than Anchor Investor Portion) will 

be on a proportionate basis and allocation to the Anchor Investors will be on a discretionary basis. For all 

categories, allocation will be subject to restrictions on shareholding as prescribed under the SECC 

Regulations. 
 

For further details, please see ñOffer Procedureò and ñRegulations and Policiesò on pages 495 and 154 of this Draft 

Red Herring Prospectus, respectively. 

 

The Exchange and the Selling Shareholders will comply with the ICDR Regulations and any other ancillary 

directions issued by the SEBI for the Offer. The Exchange and the Selling Shareholders have appointed the 

Managers to manage the Offer and procure Bids for the Offer. 

 

The Book Building Process and the Bidding process under the ICDR Regulations are subject to change from 

time to time. Bidders are advised to make their own judgement through this process prior to submitting a 

Bid. 
 

Notwithstanding the foregoing, the Offer is also subject to obtaining (i) final approval of the RoC after the 

Prospectus is filed with the RoC; and (ii) final listing and trading approval from NSE, which the Exchange shall 

apply for after Allotment. 

 

Each Bidder, by submitting a Bid in the Offer, will be deemed to have acknowledged the above restrictions and the 

terms of the Offer. 

 

In terms of the SECC Regulations and the SEBI Circular dated January 1, 2016, all shareholders are required to 

ensure compliance with the provisions the SECC Regulations, including fit and proper. Accordingly, a declaration in 

the Bid cum Application Form stating that the applicant is fit and proper in terms of Regulation 19 and 20 of the 

SECC Regulations, will be included. 

 

For further details, please see ñTerms of the Offerò, ñOffer Structureò and ñOffer Procedureò on pages 484, 492 and 

495 of this Draft Red Herring Prospectus, respectively. 

 

Offer  Programme 
 

For details on the Offer Programme, please see ñTerms of the Offerò on page 484 of this Draft Red Herring 

Prospectus. 

 

Further, for details on Illustration of the Book Building Process and Price Discovery Process, please see ñOffer 

Procedureò on page 495 of this Draft Red Herring Prospectus. However, please note that all transfers in the Offer 

shall be subject to the requirements of the SECC Regulations. For details please see ñRegulations and Policiesò and 

ñTerms of the Offerò on page 154 and page 484 of this Draft Red Herring Prospectus, respectively. 

 

Underwriting agreement 

 

After the determination of the Offer Price and allocation of the Equity Shares, but prior to filing of the Prospectus 

with the RoC, the Exchange and the Selling Shareholders intend to enter into the Underwriting Agreement with the 

Underwriters for the Equity Shares proposed to be offered through the Offer. Pursuant to the terms of the 

Underwriting Agreement, the obligations of the Underwriters are several and are subject to certain conditions 

specified therein. 

 

The Underwriting Agreement is dated [ǒ]. The Underwriters have indicated their intention to underwrite the 

following number of Equity Shares: 

 

(This portion has been intentionally left blank and will be completed before filing of the Prospectus with the RoC.) 

 

Details of the Underwriters Indicated Number of Equity Shares to 

be Underwritten  

Amount Underwritten  

(in `  million)  
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Details of the Underwriters Indicated Number of Equity Shares to 

be Underwritten  

Amount Underwritten  

(in `  million)  

[ǒ] [ǒ] [ǒ] 

[ǒ] [ǒ] [ǒ] 

Total [ǒ] [ǒ] 

 
The above-mentioned amount is indicative and will be finalised after determination of the Offer Price and 

finalisation of the óBasis of Allotmentô.  

 

In the opinion of our Board (based on a certificate given by the Underwriters), the resources of the Underwriters are 

sufficient to enable them to discharge their respective underwriting obligations in full. The above-mentioned 

Underwriters are registered with SEBI under the SEBI Act or registered as brokers with the Stock Exchanges. The 

Board IPO Committee, at its meeting held on [ǒ], has accepted and entered into the Underwriting Agreement 

mentioned above on behalf of the Exchange.  

 

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitments set 

forth in the table above.  

 

Notwithstanding the above, the Underwriters shall be severally responsible for ensuring payment with respect to the 

Equity Shares allocated to Bidders respectively procured by them in accordance with the Underwriting Agreement. 

In the event of any default in payment, the respective Underwriter, in addition to other obligations defined in the 

Underwriting Agreement, will also be required to procure purchases for or purchase the Equity Shares to the extent 

of the defaulted amount in accordance with the Underwriting Agreement. 
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CAPITAL STRUCTURE  

The Equity Share capital of the Exchange, as of the date of this Draft Red Herring Prospectus, before and after the 

Offer, is set forth below: 

(In ` , except share data) 
  Aggregate nominal value Aggregate value at 

Offer Price 

A)  AUTHORISED SHARE CAPITAL (a)  

 3,000,000,000 Equity Shares 3,000,000,000 [ǒ] 

B) ISSUED SHARE CAPITAL BEFORE THE OFFER(1) 

 109,176,344 Equity Shares 109,176,344 [ǒ] 

C) SUBSCRIBED AND PAID UP SHARE CAPITAL BEFORE THE OFFER (1) 

 107,356,344 Equity Shares 107,356,344 [ǒ] 

D) PRESENT OFFER IN TERMS OF THIS DRAFT RED HERRING PROSPECTUS 

 Offer for Sale of up to 29,955,434 Equity Shares(b) 29,955,434 [ǒ] 

E) ISSUED SHARE CAPITAL AFTER THE OFFER (1) 

 109,176,344 Equity Shares 109,176,344 [ǒ] 

F) SUBSCRIBED AND PAID UP SHARE CAPITAL AFTER THE OFFER  

 [ǒ] Equity Shares [ǒ] [ǒ] 

G) SECURITIES PREMIUM ACCOUNT  

 Before the Offer 3,928,231,075 -- 

 After the Offer 3,928,231,075 -- 
(1) Of the 109,176,344 Equity Shares forming a part of the issued share capital of the Exchange, allotment of 1,820,000 Equity 

Shares are held in abeyance. For further details on Equity Shares held in abeyance, please refer to the paragraph on óEquity 

Shares held in abeyanceô herein below. 

 

Equity Shares held in abeyance 
 

The Exchange was corporatised and demutualised pursuant to a notification issued by SEBI dated May 20, 2005 

under the SCRA, wherein the Demutualisation Scheme was approved. As per the provisions of Clause 5 of the 

Demutualisation Scheme, every member of the Exchange or his nominee (other than the first shareholders, that is, 

the subscribers to the Memorandum), as the case may be, as on July 15, 2005 (ñRecord Dateò), was entitled to 

10,000 fully paid-up Equity Shares for cash at par. Allotment to a member, whose membership had been suspended 

by the Exchange due to various reasons as on the Record Date (ñSuspended Membersò), was held in abeyance till 

such time as the suspension continued.  

 

Since corporatisation and demutualisation of the Exchange, suspension of several Suspended Members has been 

revoked and such Suspended Members have been allotted Equity Shares as per the provisions of the 

Demutualisation Scheme. At the time of allotment of their respective Equity Shares, such Suspended Members were 

granted all corporate benefits such as, amongst other things, dividend and bonus shares, which had accrued on such 

Equity Shares since the Record Date. As on the date of this Draft Red Herring Prospectus, there are 14 members of 

the erstwhile The Stock Exchange, Mumbai, whose allotment of Equity Shares, that is a total of 1,820,000 Equity 

Shares, including bonus shares in the ratio of 12 Equity Shares for every one Equity Share held, continues to be held 

in abeyance for various reasons including debit balance in the books of the Exchange and death of the member.  

 

For further details of the Demutualisation Scheme, please see óHistory and Certain Corporate Matters Έ Details 

regarding acquisition of business/undertakings, mergers, amalgamation and revaluation of assetsô on page 163 of 

this Draft Red Herring Prospectus. 

 

(a) Details of changes to the Exchangeôs authorised share capital since incorporation:  

 

Sr. 

No. 

Effective 

date 

Change in authorised share capital 

1.  May 14, 

2015* 
The initial authorised share capital of `  500,000,000 comprising 500,000,000 Equity Shares was 

increased to `  3,000,000,000 comprising 3,000,000,000 Equity Shares.  
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* The authorised share capital of the Exchange stood enhanced by `  2,500,000,000 pursuant to the amalgamation of USE with 

the Exchange for which the appointed date was April 1, 2014 and the effective date was May 14, 2015. For details, please see 

óHistory and Certain Corporate Matters Έ Details regarding acquisition of business/undertakings, mergers, amalgamation and 

revaluation of assetsô on page 163 of this Draft Red Herring Prospectus. 
 

(b) Our Board has by way of a resolution dated May 5, 2016 approved the initial public offering of up to 30% of 

the post-Offer equity share capital by way of an offer for sale by the Selling Shareholders. The Offer has been 

unanimously approved by our Shareholders by way of a special resolution passed at the annual general meeting 

held on June 24, 2016. 

 

Each of the Selling Shareholders have pursuant to their respective Selling Shareholdersô Consent Letters agreed 

to their participation and inclusion of their Equity Shares in the Offer. 

 

The Selling Shareholders have, severally and not jointly, specifically confirmed that the Equity Shares proposed 

to be offered and sold by each of them in the Offer are eligible for being offered for sale in the Offer in terms of 

Regulation 26(6) of the ICDR Regulations.  

 

Notes to Capital Structure 
 

1. Equity Share capital history 

 

(a) History of Equity Share capital of the Exchange  

 

The following table sets forth the history of the Equity Share capital of the Exchange:  

 

Date of 

allotment / 

transaction 

No. of 

Equity 

Shares 

Face 

value 

(` ) 

Issue price 

per Equity 

Share (̀ ) 

Nature of 

consideration 
Reasons for allotment 

Cumulative 

number of 

Equity Shares 

Cumulative 

paid-up share 

capital (` )  

August 8, 

2005 

500,000 

  

1 1 Cash Subscription to the 

Memorandum(1) 

500,000 500,000 

August 18, 

2005 

5,560,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(2) 

6,060,000 6,060,000 

December 12, 

2005 

560,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

6,620,000 6,620,000 

January 21, 

2006 

50,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

6,670,000 6,670,000 

March 22, 

2006 

100,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

6,770,000 6,770,000 

September 8, 

2006 

90,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

6,860,000 6,860,000 

December 19, 

2006 

40,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

6,900,000 6,900,000 

February 22, 

2007 

50,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

6,950,000 6,950,000 

May 9, 2007 772,222 1 5,200 Cash Preferential allotment(4) 7,722,222 7,722,222 

December 5, 

2007 

80,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

7,802,222 7,802,222 

April 9, 2008 40,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

7,842,222 7,842,222 
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Date of 

allotment / 

transaction 

No. of 

Equity 

Shares 

Face 

value 

(` ) 

Issue price 

per Equity 

Share (̀ ) 

Nature of 

consideration 
Reasons for allotment 

Cumulative 

number of 

Equity Shares 

Cumulative 

paid-up share 

capital (` )  

April 9, 2008 12,222 1 5,200 Cash Preferential allotment(5) 7,854,444 7,854,444 

May 15, 2008 10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

7,864,444 7,864,444 

September 5, 

2008 

10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

7,874,444 7,874,444 

December 8, 

2008 

10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3)(6) 

7,884,444 7,884,444 

March 19, 

2009 

94,493,328(7) 1 - Other than cash Bonus issue of shares 
in the ratio of 12:1 

102,377,772 102,377,772 

May 22, 2009 30,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

102,407,772 102,407,772 

May 22, 2009 480,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(8)(9) 

102,887,772 102,887,772 

October 16, 

2009 

20,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

102,907,772 102,907,772 

October 16, 

2009 

240,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,147,772 103,147,772 

March 26, 

2010 

10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

103,157,772 103,157,772 

March 26, 

2010 

120,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,277,772 103,277,772 

May 24, 2010 10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

103,287,772 103,287,772 

May 24, 2010 120,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,407,772 103,407,772 

July 1, 2011 10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

103,417,772 103,417,772 

July 1, 2011 120,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,537,772 103,537,772 

July 16, 2012 10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

103,547,772 103,547,772 

July 16, 2012 120,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,667,772 103,667,772 

September 

16, 2013 

10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

103,677,772 103,677,772 

September 

16, 2013 

120,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,797,772 103,797,772 

February 12, 

2015 

10,000 1 1 Cash Pursuant to 

Demutualisation 

Scheme(3) 

103,807,772 103,807,772 

February 12, 

2015 

120,000 1 - Other than cash Bonus issue of shares 

in the ratio of 12:1(9) 

103,927,772 103,927,772 

June 4, 2015 3,428,572 1 383.30(10) Other than cash Allotment of Equity 

Shares pursuant to USE 

Scheme of 

Amalgamation(11) 

107,356,344 107,356,344 
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(1) 10,000 Equity Shares were allotted to each of J.G.A Shah Share Brokers Pvt. Ltd., Bal Kishan Mohta, BCB Brokerage Pvt. 

Ltd., LKP Shares & Securities Ltd., Dalal & Broacha Stock Broking Pvt. Ltd., Kamal S. Kabra, Kisan Ratilal Choksey Shares & 

Securities Pvt. Ltd., Bhanshali Stock Brokers Pvt. Ltd., V. Jethalal Ramji Share Brokers Pvt. Ltd., BLB Limited, SBI Capital 

Markets Limited, HSBC Securities and Capital Markets (India) Private Ltd., Nangalia Stock Broking Pvt. Ltd., Churiwala 

Securities Pvt. Ltd., Dimensional Securities Pvt. Ltd., Dalmia Securities Private Limited, Emkay Share & Stock Brokers Pvt. Ltd., 

Rajan Vasant Vakil, Padmakant Devidas Securities Ltd., Bonanza Stock Brokers Limited, V. P. L. Shah Shares & Sec. Pvt. Ltd., 

B. M. Gandhi Securities Pvt. Ltd., Kauhik Shah Shares & Securities Pvt. Ltd., Dhanki Securities Pvt Ltd., Prabhudas Lilladher 

Pvt. Ltd., ASK ï Raymond James & Associates Private Ltd., Refco-Sify Securities India Pvt Ltd., S. S. Kantilal Ishwarlal 

Securities Pvt. Ltd., Shailesh Mulchand Nissar, R.B.K Share Broking Ltd., Inventure Growth & Securities Ltd., S. P. Jain 

Securities Pvt. Ltd., Amit Nalin Securities Pvt Ltd., Bakliwal Financial Services (India) Pvt. Ltd., ICICI Brokerage Services Ltd., 

Pravin V. Shah Stock Broking Pvt. Ltd., Govindbhai B. Desai, Javeri Fiscal Services Ltd., Sailesh H. Doshi Broking Pvt. Ltd., 

Vinay M Shah Securities Pvt. Ltd., Anvil Share & Stock Broking Pvt. Ltd., AKD Securities Pvt. Ltd., Mehta Vakil & Co. Pvt. Ltd., 

INA Stock Broking Co. Pvt. Ltd., Girdharilal Dhanraj Khaitan, Vinay Jitendra Mashruwala, Prakash Himatlal Shah, Ram C. 

Marfatia, Vijan Share & Securities Pvt. Ltd. and B. D. Shroff Securities Pvt. Ltd. 

 

(2) The allotment of Equity Shares was made to the eligible members of the Exchange pursuant to the Demutualisation Scheme. 

For details of the Demutualisation Scheme, please see óHistory and Certain Corporate Matters ï History of the Exchangeô on 

page 161 of this Draft Red Herring Prospectus. 
 

(3) Allotment of Equity Shares pursuant to the Demutualisation Scheme, which were previously held in abeyance by the 

Exchange on account of the membership right having been suspended. For details of the Demutualisation Scheme, please see 

óHistory and Certain Corporate Matters ï History of the Exchangeô on page 161 of this Draft Red Herring Prospectus. 
 

(4) Allotment of 386,111 Equity Shares each to Deutsche Boerse and Singapore Exchange pursuant to investment agreements 

dated February 14, 2007 and March 7, 2007 respectively. For details of the investment agreements, please see óHistory and 

Certain Corporate Matters ï Summary of key agreementsô on page 164 of this Draft Red Herring Prospectus. 

 

(5) Allotment of 6,111 Equity Shares each to Deutsche Boerse and Singapore Exchange pursuant to investment agreements dated 

February 14, 2007 and March 7, 2007 respectively. For details of the investment agreements, please see óHistory and Certain 

Corporate Matters ï Summary of key agreementsô on page 164 of this Draft Red Herring Prospectus. 

 

(6) Of the 10,000 Equity Shares issued and allotted, 9,000 Equity Shares were released to the member whereas the physical 

share certificate of 1,000 Equity Shares is currently retained by the Exchange and shall be released upon the decision of its 

disciplinary action committee. 

 

(7) Of the 94,613,328 bonus shares proposed to be issued, in the ratio of 12 Equity Shares for every one Equity Share held, to the 

Shareholders, 120,000 Equity Shares to be allotted to Jagruti Securities Limited were held in abeyance on account of failure to 

deposit, with the Exchange, an amount due towards an arbitration award passed against it. 

 

(8) In addition to the allotment of 360,000 bonus shares, 120,000 bonus shares were allotted to Jagruti Securities Limited post 

revocation of abeyance upon payment of the amount towards the arbitration award in favour of the Exchange. 

 

(9) Allotment of bonus shares in the ratio of 12 Equity Shares for every one Equity Share held, as on the Record Date, pursuant 

to a Shareholders' resolution dated February 20, 2009, in connection with the Equity Shares kept in abeyance of the Suspended 

Members of the Exchange, subsequent to revocation of suspension. 

 

(10) For the accounting treatment in relation to the share premium arising out of the Equity Shares allotted pursuant to the USE 

Scheme of Amalgamation, please see ñFinancial Statements ï Restated Consolidated Financial Information - Note 33ò on page 

369 of this Draft Red Herring Prospectus. 

 

(11) Allotment of 3,428,572 Equity Shares to the shareholders of USE in the ratio of one Equity Share for every 385 equity shares 

of USE held pursuant to the USE Scheme of Amalgamation. For details of the USE Scheme of Amalgamation, please seeóHistory 

and Certain Corporate Matters ï Details regarding acquisition of business/undertakings, mergers, amalgamation and 

revaluation of assetsô on page 163 of this Draft Red Herring Prospectus. 

 

(b) Equity Shares issued for consideration other than cash / bonus issues / pursuant to the USE Scheme of 

Amalgamation 
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Date of 

allotment / 

transaction 

Number of 

Equity 

Shares 

Face 

value 

(` ) 

Issue 

price per 

Equity 

Share 

(` ) 

Reasons for allotment Allottees Benefit accrued 

to the Exchange 

Bonus issuance pursuant to the Shareholders resolution dated February 20, 2009 

March 19, 

2009 

94,493,328(1) 1 - Bonus issue in the ratio 

of 12:1 

To 1,477 Shareholders 

of the Exchange 

- 

May 22, 2009 480,000 1 - Bonus issue in the ratio 

of 12:1(2) 

i. KNA Securities 

Pvt. Ltd.; 

ii. Classic Share and 

Stock Broking 

Services Ltd.; 

iii.  HR Securities 

Pvt. Ltd.; and 

iv. Jagruti Securities 

Limited(3) 

- 

October 16, 

2009 

240,000 1 - i. Amiy Yogesh 

Rungta; and 

ii. Vipin Gandhi 

 

- 

March 26, 

2010 

120,000 1 - Raj Radheshyam 

Goenka 

- 

May 24, 2010 120,000 1 - Bhupendra 

Champaklal Dalal  

- 

July 1, 2011 120,000 1 - Aarayaa Finstock 

Private Limited 

- 

July 16, 2012 120,000 1 - Bhartendu 

Investments and 

Financial Services 

Private Limited 

through official 

liquidator 

- 

September 16, 

2013 

120,000 1 - Jagmohan Sekhsaria - 

February 12, 

2015 

120,000 1 - Jayesh Natvarlal Barot - 

USE Scheme of Amalgamation 

June 4, 2015 3,428,572 1 383.30(4) Allotment of Equity 

Shares pursuant to 

USE Scheme of 

Amalgamation(5) 

To the shareholders of 

the USE  

Improving 

liquidity in the 

currency 

derivative 

segment of the 

Exchange 

 

(1) Of the 94,613,328 bonus shares proposed to be issued and allotted, in the ratio of 12 Equity Shares for every one Equity Share 

held, to the Shareholders, 120,000 Equity Shares to be allotted to Jagruti Securities Limited were held in abeyance on account of 

failure to deposit, with the Exchange, an amount due towards an arbitration award passed against it. 

 

(2) Allotment of bonus shares, in the ratio of 12 Equity Shares for every one Equity Share held, in connection with the Equity 

Shares kept in abeyance of the Suspended Members of the Exchange, as of the Record Date, subsequent to revocation of 

suspension. 

 

(3) In addition to the allotment of 360,000 bonus shares, 120,000 bonus shares were allotted to Jagruti Securities Limited post 

revocation of abeyance upon payment of the arbitration amount in favour of the Exchange. 

 

(4) For the accounting treatment in relation to the share premium arising out of the Equity Shares allotted pursuant to the USE 

Scheme of Amalgamation, please see ñFinancial Statements ï Restated Consolidated Financial Information - Note 33ò on page 

369 of this Draft Red Herring Prospectus. 
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(5) Allotment of 3,428,572 Equity Shares to the shareholders of USE in the ratio of one Equity Share for every 385 equity shares 

of USE held pursuant to the USE Scheme of Amalgamation. For details of the USE Scheme of Amalgamation, please seeóHistory 

and Certain Corporate Matters ï Details regarding acquisition of business/undertakings, mergers, amalgamation and 

revaluation of assetsô on page 163 of this Draft Red Herring Prospectus.  

 

2. Details of Lock-in 

 

(i) Details of Equity Share capital locked-in for one year 

 

Except the Equity Shares subscribed to and Allotted pursuant to the Offer, the entire pre-Offer Equity Share 

capital of the Exchange will be locked-in for a period of one year from the date of Allotment. As regards, any 

Equity Shares held in abeyance, the suspension of which is revoked during the aforesaid lock-in period of one 

year, such Equity Shares shall be locked-in for a period of one year from the date of Allotment. 

 

Further, any Equity Shares held by a Shareholder who is either a venture capital fund or an alternative 

investment fund of category I or a foreign venture capital investor, as of the date of Allotment, will be exempt 

from lock-in for a period of one year from the date of Allotment as per Regulation 37(b) of the ICDR 

Regulations, however, the same should have been subject to lock-in for a period of one year from the date of 

purchase of Equity Shares by the aforesaid entities. 

 

(ii)  Details of Equity Share capital locked in for three years 
 

The Exchange is professionally managed and does not have an identifiable promoter in terms of the ICDR 

Regulations. Accordingly, in terms of Regulation 34(a) of the ICDR Regulations, there is no requirement of 

promoterôs contribution in this Offer and none of the Equity Shares will be locked in for a period of three years. 

 

(iii)  Other requirements in respect of lock-in 

 

The Equity Shares held by the Shareholders prior to the Offer, and which are locked-in for a period of one year 

from the date of Allotment in the Offer may be transferred to any other person holding the Equity Shares which 

are locked-in, subject to the continuation of the lock-in in the hands of transferees for the remaining period and 

compliance with the Takeover Regulations, as applicable. 

 

(iv) Lock-in of Equity Shares Allotted to Anchor Investors 

 

The Equity Shares Allotted to Anchor Investors, in the Anchor Investor Portion, if any, shall be locked in for a 

period of 30 days from the date of Allotment. 

 

3. Our shareholding pattern 

 

(i) Listing Regulations 

 

The table below represents the equity shareholding pattern of the Exchange as on September 6, 2016:  
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Cate

gory 

(I)  

Category 

of 

Shareholde

r  

(II)  

Nos. of 

Sharehol

ders 

(III)  

No. of 

fully 

paid up 

equity 

shares 

held 

(IV)  

No. 

of 

Part

ly 

paid

-up 

equi

ty 

shar

es 

held 

(V) 

No. of 

shares 

underly

ing 

Deposit

ory 

Receipt

s 

(VI)  

Total 

nos. 

shares 

held 

(VII) = 

(IV)+(V

)+ (VI)  

Sharehol

ding as a 

% of total 

no. of 

shares 

(calculate

d as per 

SCRR, 

1957) 

(VIII)  

as a % of 

(A+B+C2

+D) 

Number of Voting Rights held in 

each class of securities  

(IX)  No. of 

Shares 

Underlyi

ng 

Outstand

ing 

convertib

le 

securities 

(includin

g 

Warrant

s) 

(X) 

Sharehol

ding , as a 

% 

assuming 

full 

conversio

n of 

convertibl

e 

securities 

( as a 

percentag

e of 

diluted 

share 

capital) 

(XI) = 

(VII)+(X) 

as a % of 

A+B+C2+

D 

Number 

of Locked 

in shares 

(XII)  

Number 

of Shares 

pledged 

or 

otherwise 

encumber

ed 

(XIII)  
Number of 

equity 

shares held 

in 

dematerial

ized form 

(XIV)  

No of Voting Rights 

Total 

as a 

% of 

Total 

Votin

g 

right

s 

Class X 
Clas

s Y 
Total 

N

o. 

(a

) 

As a 

% 

of 

total 

Sha

res 

held 

(b) 

N

o. 

(a

) 

As a 

% 

of 

total 

Sha

res 

held 

(b) 

(A) Promoter 

& 

Promoter 

Group 

0 0 0 0 0 0.000 0 0 0 0.000 0 0 0 0 0 0 0 

(B) Public 8,559 59,068,
009 

0 0 59,068,
009 

55 59,068,
009 

0 59,068,
009 

55 0 0 0 0 0 0* 59,067,755 

(C) Non 

Promoter - 

Non Public 

0 0 0 0 0 0.000 0 0 0 0.000 0 0 0 0 0 0 0 

(C1) Shares 

underlying 

DRs 

0 0 0 0 0 0.000 0 0 0 0.000 0 0 0 0 0 0 0 

(C2) Shares held 

by 

Employee 

Trusts 

0 0 0 0 0 0.000 0 0 0 0.000 0 0 0 0 0 0 0 

(D) Trading 

Members 

and 

Associates 

of trading 

members 

1,296 48,288,

335 

0 0 48,288,

335 

45 48,288,

335 

0 48,288,

335 

45 0 0 0 0 0 0* 47,699,438 

  Total 9,855 107,356

,344 

0 0 107,356

,344 

100 107,356

,344 

0 107,356

,344 

100 0 0 0 0 0 0 106,767,19

3 

* Certain Equity Shares held by our public Shareholders and Shareholders who are trading members or their Associates may be subject to pledge or other forms of encumbrance.
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The Exchange will file the shareholding pattern, in the form prescribed under Regulation 31 of the Listing 

Regulations, one day prior to the listing of the Equity Shares. The shareholding pattern will be provided to 

NSE for uploading on the website of NSE before the commencement of trading of the Equity Shares. 

 

(ii)  SECC Regulations 

 

The table below represents the shareholding pattern of the Exchange, as on September 6, 2016, as per the 

SECC Regulations: 

 

Category No. of Shareholders No. of Shares Percentage (%) 

TRADING MEMBER  
   

Corporate trading member 402 22,038,930 20.5 

Individual trading member 127 7,964,286 7.4 

Trading member bank 25 8,837,589 8.2 

Total A 554 38,840,805 36.2 

ASSOCIATE TRADING MEMBER 

(ATM)     

ATM - Individual  644 6,755,142 6.3 

ATM - Corporate  60 1,834,071 1.7 

ATM - HUF 35 171,631 0.2 

ATM - Bank 1 38,961 0 

ATM - Foreign bank 1 116,883 0.1 

ATM - Venture capital 1 530,842 0.5 

Total B 742 9,447,530 8.8 

Total A+B 1,296 48,288,335 45 

PUBLIC  
   

Individual 7,988 8,769,836 8.2 

Corporate 207 10,788,771 10 

HUF 312 594,464 0.6 

Trust 1 100 0 

Bank  1 38,961 0 

Insurance Company 1 5,019,443 4.7 

FDI 5 22,244,404 20.7 

FII 3 9,720,407 9.1 

NRI 41 1,891,623 1.8 

Total C 8,559 59,068,009 55 

Total A+B+C 9,855 107,356,344 100 

 

4. Shareholding of our Directors and / or Key Management Personnel  

 

None of our Directors or Key Management Personnel hold any Equity Shares as on the date of this Draft 

Red Herring Prospectus. 

 

5. Top 10 shareholders  

 

(a) Our Equity Shareholders and the number of Equity Shares held by them, as on September 6, 2016, are as 

follows: 

 

Sr. 

No. 

Shareholder Number of Equity Shares Percentage (%) 

1.  Deutsche Boerse 5,098,886 4.7 

2.  Singapore Exchange 5,098,886 ̂ 4.7 

3.  State Bank of India 5,097,365 4.7 

4.  Life Insurance Corporation of India 5,019,443 4.7 

5.  GKFF Ventures* 4,913,863# 4.6 

6.  Quantum (M) Limitedæ 4,015,544$ 3.7 

7.  Caldwell India Holdings Inc. 4,015,544@ 3.7 

8.  Atticus Mauritius Limited 4,015,544+ 3.7 

9.  Acacia Banyan Partners Limited 4,015,544& 3.7 

10.  Bajaj Holdings and Investment Limited 3,006,796ӓ 2.8 

 Total 44,297,415 41.3 

*Application dated July 5, 2013 was made by the Exchange on behalf of GKFF Ventures to SEBI for approval under 

Regulation 19(4) of the SECC Regulations; however, the approval is currently pending. 
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æ*  Application dated September 11, 2012 and September 13, 2012 was made by Quantum (M) Limited and GKFF Ventures 

(erstwhile Argonaut Ventures), respectively, to SEBI for approval under Regulation 19(4) and Regulation 19(2) of the 

SECC Regulations, respectively; however, the approval is currently pending. 

 ̂The entire shareholding of Singapore Exchange is proposed to be offered by it in the Offer and the same is currently held 

in an escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
# Of the 4,913,863 Equity Shares held by GKFF Ventures, 2,456,931 Equity Shares are proposed to be offered by it in the 

Offer and are currently held in an escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
$ The entire shareholding of Quantum (M) Limited, is proposed to be offered by it in the Offer and is currently held in an 

escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
@ Of the 4,015,544 Equity Shares held by Caldwell India Holdings Inc., 1,668,906 Equity Shares are proposed to be 

offered by it in the Offer and are currently held in an escrow account maintained by the Escrow Agent as per the terms of 

the OFS Scheme. 
+ The entire shareholding of Atticus Mauritius Limited is proposed to be offered by it in the Offer and the same is currently 

held in an escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
& Of the 4,015,544 Equity Shares held by Acacia Banyan Partners Limited, 2,000,000 Equity Shares are proposed to be 

offered by it in the Offer and are currently held in an escrow account maintained by the Escrow Agent as per the terms of 

the OFS Scheme. 
Ð Of the 3,006,796 Equity Shares held by Bajaj Holdings and Investment Limited, 1,503,398 Equity Shares are proposed to 

be offered by it in the Offer and are currently held in an escrow account maintained by the Escrow Agent as per the terms 

of the OFS Scheme. 

 

(b) Our Equity Shareholders and the number of Equity Shares held by them 10 days prior to filing of this Draft 

Red Herring Prospectus were as follows: 

 

Sr. 

No. 

Shareholder Number of Equity Shares Percentage (%) 

1.  Deutsche Boerse 5,098,886 4.7 

2.  Singapore Exchange 5,098,886̂ 4.7 

3.  State Bank of India 5,097,365 4.7 

4.  Life Insurance Corporation of India 5,019,443 4.7 

5.  GKFF Ventures* 4,913,863# 4.6 

6.  Quantum (M) Limitedæ 4,015,544$ 3.7 

7.  Caldwell India Holdings Inc. 4,015,544@ 3.7 

8.  Atticus Mauritius Limited 4,015,544+ 3.7 

9.  Acacia Banyan Partners Limited 4,015,544& 3.7 

10.  Bajaj Holdings and Investment Limited 3,006,796Ð 2.8 

 Total 44,297,415 41.3 

*Application dated July 5, 2013 was made by the Exchange on behalf of GKFF Ventures to SEBI for approval under 

Regulation 19(4) of the SECC Regulations; however, the approval is currently pending. 
æ*Application dated September 11, 2012 and September 13, 2012 was made by Quantum (M) Limited and GKFF Ventures 

(erstwhile Argonaut Ventures), respectively, to SEBI for approval under Regulation 19(4) and Regulation 19(2) of the 

SECC Regulations, respectively; however, the approval is currently pending. 

 ̂The entire shareholding of Singapore Exchange is proposed to be offered by it in the Offer and the same is currently held 

in an escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
# Of the 4,913,863 Equity Shares held by GKFF Ventures, 2,456,931 Equity Shares are proposed to be offered by it in the 

Offer - and are currently held in an escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
$ The entire shareholding of Quantum (M) Limited is proposed to be offered by it in the Offer and is currently held in an 

escrow account maintained by the Escrow Agent as per the terms of the OFS Scheme. 
@ Of the 4,015,544 Equity Shares held by Caldwell India Holdings Inc., 1,668,906 Equity Shares are proposed to be 

offered by it in the Offer and are currently held in an escrow account maintained by Escrow Agent as per the terms of the 

OFS Scheme. 
+ The entire shareholding of Atticus Mauritius Limited is proposed to be offered by it in the Offer and the same is currently 

held in an escrow account maintained by Escrow Agent as per the terms of the OFS Scheme. 
& Of the 4,015,544 Equity Shares held by Acacia Banyan Partners Limited, 2,000,000 Equity Shares are proposed to be 

offered by it in the Offer and are currently held in an escrow account maintained by Escrow Agent as per the terms of the 

OFS Scheme. 
Ð Of the 3,006,796 Equity Shares held by Bajaj Holdings and Investment Limited, 1,503,398 Equity Shares are proposed to 

be offered by it in the Offer and are currently held in an escrow account maintained by Escrow Agent as per the terms of 

the OFS Scheme. 

 

(c) Our Equity Shareholders and the number of Equity Shares held by them as on September 9, 2014, being 

two years prior to the date of filing of this Draft Red Herring Prospectus, were as follows: 

 

Sr. No. Shareholder Number of Equity 

Shares 

Percentage 

(%)  
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1.  Deutsche Boerse 5,098,886 4.9 

2.  Singapore Exchange 5,098,886 4.9 

3.  Life Insurance Corporation of India 5,019,443 4.8 

4.  State Bank of India 5,019,443 4.8 

5.  GKFF Ventures* 4,913,863 4.7 

6.  Acacia Banyan Partners Limited 4,015,544 3.9 

7.  Atticus Mauritius Limited 4,015,544 3.9 

8.  Caldwell India Holdings Inc. 4,015,544 3.9 

9.  Quantum (M) Limitedæ 4,015,544 3.9 

10.  Bajaj Holdings and Investment Limited 3,006,796 2.9 

 Total  44,219,493 42.6 

*Application dated July 5, 2013 was made by the Exchange on behalf of GKFF Ventures to SEBI for approval under 

Regulation 19(4) of the SECC Regulations; however, the approval is currently pending. 
æ*  Application dated September 11, 2012 and September 13, 2012 was made by Quantum (M) Limited and GKFF Ventures 

(erstwhile Argonaut Ventures), respectively, to SEBI for approval under Regulation 19(4) and Regulation 19(2) of the SECC 

Regulations, respectively; however, the approval is currently pending. 

 

6. As on September 6, 2016, the Exchange had 9,855 Shareholders. 

 

7. Except as disclosed in ñï Notes to Capital Structure ï History of Equity Share capital of the Exchangeò 

above, in the last two years preceeding the date of filing of this Draft Red Herring Prospectus, the Exchange 

has not issued or allotted any Equity Shares.  

 

8. The Exchange, our Directors and the Managers have not entered into any buy-back and / or standby and / or 

any other similar arrangements for the purchase of Equity Shares being offered through the Offer. 

 

9. As on September 6, 2016, other than Spark Capital which held 31,500 Equity Shares, none of the Managers 

or their respective associates (determined as per the definition of óassociateô under Section 2(6) of the 

Companies Act, 2013) held any Equity Shares in the Exchange. 

 

In addition to the above, as of September 6, 2016, two subsidiaries of Edelweiss, Edelweiss Securities 

Limited and Edelweiss Finance & Investments Limited held 11,401 Equity Shares and 298,000 Equity 

Shares, respectively. 

 

10. The Exchange has not issued any Equity Shares out of revaluation reserves. 

 

11. The Equity Shares are fully paid-up and there are no partly paid-up Equity Shares as on the date of filing 

this Draft Red Herring Prospectus.  

 

12. As on the date of this Draft Red Herring Prospectus, there are no outstanding convertible securities or any 

other right which would entitle any person with any option to receive Equity Shares. However, 1,820,000 

Equity Shares, which form a part of our issued Equity Share capital, are currently held in abeyance. For 

further details, please refer to sub section ñEquity Shares held in abeyanceò above. 

 

13. Except for any allotment of Equity Shares which are currently held in abeyance, there will be no further 

issuance and allotment of Equity Shares whether by way of issue of bonus shares, preferential allotment, 

rights issue or in any other manner during the period commencing from filing of the Draft Red Herring 

Prospectus with SEBI until the Equity Shares have been listed on NSE.  

 

14. None of our Directors or their immediate relatives have purchased or sold any securities of the Exchange or 

any of our Subsidiaries, during a period of six months preceding the date of filing this Draft Red Herring 

Prospectus with SEBI. 

 

15. During the period of six months immediately preceeding the date of filing of this Draft Red Herring 

Prospectus, no financing arrangements existed whereby our Directors and their relatives may have financed 

the purchase of securities of the Exchange by any other person. 

 

16. In terms of Rule 19(2)(b) of the SCRR read with Regulation 41 of the ICDR Regulations and in compliance 

with Regulation 26(1) of the ICDR Regulations, wherein not more than 50% of the Offer shall be allocated 

on a proportionate basis to QIBs. Provided that the Exchange in consultation with the Managers, may 

allocate up to 60% of the QIB Portion to Anchor Investors on a discretionary basis out of which one third 
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shall be reserved for domestic Mutual Funds only subject to valid Bids being received from domestic 

Mutual Funds at or above the Anchor Investor Allocation Price. In the event of under subscription in the 

Anchor Investor Portion, the remaining Equity Shares shall be added to the QIB Portion. 5% of the QIB 

Portion (other than Anchor Investor Portion) shall be available for allocation on a proportionate basis to 

Mutual Funds only, and the remainder of the QIB Portion (other than Anchor Investor Portion) shall be 

available for allocation on a proportionate basis to all QIBs, including Mutual Funds, subject to valid Bids 

being received at or above the Offer Price. Further, not less than 15% of the Offer shall be available for 

allocation on a proportionate basis to Non Institutional Investors and not less than 35% of the Offer shall be 

available for allocation, in accordance with the ICDR Regulations, to Retail Individual Investors, subject to 

valid Bids being received at or above the Offer Price.  

 

17. The Exchange presently does not intend or propose to alter the capital structure for a period of six months 

from the Offer Opening Date, by way of split or consolidation of the denomination of Equity Shares or 

further issue of Equity Shares (including issue of securities convertible into or exchangeable, directly or 

indirectly for Equity Shares) whether on a preferential basis or issue of bonus or rights or further public 

issue of specified securities or qualified institutions placement or otherwise except where the same is on 

account of allotment of Equity Shares kept in abeyance. For details on Equity Shares held in abeyance, 

please refer to the paragraph on óEquity Shares held in abeyanceô herein above. However, if the Exchange 

enters into acquisitions, joint ventures or other arrangements, the Exchange may, subject to necessary 

approvals, consider raising additional capital to fund such activity or use Equity Shares as currency for 

acquisitions or participation in such joint ventures. 

 

18. Subject to valid Bids being received at or above the Offer Price, under-subscription, if any, in any category, 

except the QIB Portion, would be allowed to be met with spill-over from other categories or a combination 

of categories at the discretion of the Exchange in consultation with the Managers and NSE.  

 

19. There shall be only one denomination of the Equity Shares, unless otherwise permitted by law.  

 

20. No payment, direct or indirect in the nature of discount, commission, and allowance or otherwise shall be 

made by the Exchange to the persons who are Allotted Equity Shares pursuant to the Offer. 

 

21. The Exchange has not made any public issue or rights issue of any kind or class of securities since its 

incorporation. 

 

22. No Equity Shares have been issued by the Exchange in the last one year preceding the date of filing of this 

Draft Red Herring Prospectus. 
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OBJECTS OF THE OFFER 

The objects of the Offer are to achieve the benefits of listing the Equity Shares on NSE and for the sale of 

Equity Shares by the Selling Shareholders. Further, the Exchange expects that listing of the Equity Shares will 

enhance its visibility and brand image and provide liquidity to its existing Shareholders. The Exchange will not 

receive any proceeds of the Offer and all the proceeds of the Offer will go to the Selling Shareholders in the 

proportion of the Equity Shares offered by them. 

 

Offer related expenses 

 

The total expenses of the Offer are estimated to be approximately `  [ǒ] million. The expenses of the Offer 

include, among others, listing fees, underwriting and management fees, printing and distribution expenses, 

advertisement expenses and legal fees, as applicable. The estimated Offer expenses are as follows: 

 

Activity  Estimated 

expenses* 

As a % of the total 

estimated Offer 

expenses* 

As a % of the 

total Offer size* 

Fees payable to the Managers including 

underwriting commission, brokerage and selling 

commission, as applicable 

[ǒ] [ǒ] [ǒ] 

Advertising and marketing expenses [ǒ] [ǒ] [ǒ] 

Fees payable to the Registrar to the Offer [ǒ] [ǒ] [ǒ] 

Brokerage and selling commission payable to 

Syndicate Members, Registered Brokers, RTAs and 

CDPs** 

[ǒ] [ǒ] [ǒ] 

Processing fees to SCSBs for ASBA Applications 

procured by the members of the Syndicate or 

Registered Brokers and submitted with the SCSBs** 

[ǒ] [ǒ] [ǒ] 

Others (listing fees, legal fees, SEBI and NSE 

processing fees, etc.) 

[ǒ] [ǒ] [ǒ] 

Total estimated Offer expenses [ǒ] [ǒ] [ǒ] 

* Will be incorporated at the time of filing of the Prospectus. 

**  Disclosure of commission and processing fees will be incorporated at the time of filing the Red Herring Prospectus. 

 

Upon completion of the Offer, all expenses with respect to the Offer, excluding listing fees payable 

to NSE where the Equity Shares are proposed to be listed which will be borne by the Exchange, will be shared 

among the Selling Shareholders, in proportion to the Equity Shares being offered by each of them in the Offer.  

 

Any payments by the Exchange in relation to the Offer shall be on behalf of the Selling Shareholders and such 

payments will be reimbursed by the Selling Shareholders to the Exchange in proportion to the Equity Shares 

being offered for sale in the Offer. 

 

Monitoring of utilization of funds  

 

Since the Offer is by way of an offer for sale, there is no requirement to appoint a monitoring agency for the 

Offer. 

 
Other confirmations 

 

None of our Directors, Key Management Personnel or Group Companies will receive any proceeds from the 

Offer.
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BASIS FOR OFFER PRICE 

The Offer Price will be determined by the Exchange in consultation with the Advisory Committee of 

Shareholders and the Managers, on the basis of an assessment of market demand for the offered Equity Shares 

by way of the Book Building Process and on the basis of the following qualitative and quantitative factors. For 

further details, please refer to the sections on ñRisk Factorsò, ñOur Businessò, ñManagementôs Discussion and 

Analysis of Financial Condition and Results of Operationsò and ñFinancial Statementsò on pages 19, 126, 414 

and 203, of this Draft Red Herring Prospectus, respectively. The face value of the Equity Shares of the 

Exchange is ̀ 1 each and the Offer Price is [ǒ] times of the face value at the lower end of the Price Band and 

[ǒ] times the face value at the higher end of the Price Band.  

 

Qualitative Factors 

 

Some of the qualitative factors which form the basis for computing the Offer Price are: 

 

a) Strong brand recognition with a track record of innovation; 

b) Diversified and integrated business model and active relationship with market participants; 

c) State-of-the-art infrastructure and technology; and 

d) Financial strength and diversified sources of revenue.  

 

For a detailed discussion on the qualitative factors, which form the basis for computing the Offer Price, see the 

sections on ñOur Business ï Our Strengthsò on page 127 of this Draft Red Herring Prospectus. 

 

Quantitative Factors 

The information presented below is based on the Restated Consolidated Financial Information and Restated 

Standalone Financial Information of the Exchange. For details, please refer to the section on ñFinancial 

Statementsò beginning on page 203 of this Draft Red Herring Prospectus.  

 

Some of the quantitative factors which may form the basis for computing the Offer Price are as follows: 

 

1. Basic and Diluted Earnings Per Share after Exceptional Items and Extraordinary Items (ñEPSò)
(1)

 

 

Year ended Restated Standalone 

Basic EPS (̀ ) 

Restated Standalone 

Diluted EPS (̀ ) 

Weight 

March 31, 2016 12.1 12.1 3 
March 31, 2015 6.9 6.9 2 

March 31, 2014 7.1 7.1 1 

Weighted Average
#
 9.5 9.5  

 

Year ended Restated Consolidated 

Basic EPS (̀ ) 

Restated Consolidated 

Diluted EPS (̀ ) 

Weight 

March 31, 2016 11.2 11.2 3 
March 31, 2015 11.9 11.9 2 

March 31, 2014 12.8 12.8 1 

Weighted Average
#
 11.7 11.7  

 

For the three month period ended June 30, 2016, the basic EPS and the diluted EPS was `  4.2, on a restated 

standalone basis, and `  3.8, on a restated consolidated basis (Not Annualized). 

 

Notes: 

 

(1) The face value of the Equity Shares is `  1. 

(2) The figures disclosed above are based on the Restated Financial Information of the Exchange. 

(3) Basic EPS and Diluted EPS calculations are in accordance with Accounting Standard 20 (AS-20) 'Earnings 

per Share' issued by ICAI. 
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For Deloitte Haskins & Sells LLP 

Chartered Accountants 

(Firm Registration No. 117366W/W-100018) 

 

 

 

KALPESH J. MEHTA   

Partner 

Membership No. 48791 

Mumbai, September 9, 2016 
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STATEMENT OF TAX BENEFITS  
 

The information provided below sets out the possible direct tax benefits available to the shareholders of an 

Indian company in a summary manner only and is not a complete analysis or listing of all potential tax 

consequences of the subscription, ownership and disposal of equity shares, under the current tax laws presently 

in force in India. Several of these benefits are dependent on the shareholders fulfilling the conditions prescribed 

under the relevant tax laws. Hence the ability of the shareholders to derive the tax benefits is dependent upon 

fulfilling such conditions, which, based on commercial imperatives a shareholder faces, may or may not choose 

to fulfill. The following overview is not exhaustive or comprehensive and is not intended to be a substitute for 

professional advice. Investors are advised to consult their own tax consultant with respect to the tax implications 

of an investment in the shares particularly in view of the fact that certain recently enacted legislation may not 

have a direct legal precedent or may have a different interpretation on the benefits, which an investor can avail.  

 

Our views expressed in this statement are based on the facts and assumptions as indicated in the statement. No 

assurance is given that the revenue authorities/courts will concur with the views expressed herein. Our views are 

based on the existing provisions of law and its interpretation, which are subject to change from time to time. We 

do not assume responsibility to update the views consequent to such changes. Reliance on this statement is on 

the express understanding that we do not assume responsibility towards the investors who may or may not invest 

in the proposed issue relying on this statement. 

 

This statement has been prepared solely in connection with the offering of Equity shares by the Company under 

the Securities and Exchange Board of India (ñSEBIò) (Issue of Capital and Disclosure Requirements) 

Regulations, 2009, as amended (the Offerings). 

 

INVESTORS ARE ADVISED TO CONSULT THEIR OWN TAX CONSULTANT WITH RESPECT TO 

THE INDIAN TAX IMPLICATIONS AND CONSEQUENCES OF PURCHASING, OWNING AND 

DISPOSING OF EQUITY SHARES IN THEIR PARTICULAR SITUATION.  

 

STATEMENT OF POSSIBLE DIRECT TAX BENEFITS AVAILABLE TO THE COMPANY AND TO 

ITS SHAREHOLDERS 

 

I.  Special tax benefits available to the Company 

 

There are no special tax benefits available to the Company.  

 

II.  General tax benefits available to the Company 
 

1. Deductions 

 

¶ Deduction in respect of expenses towards amalgamation / demerger 

 

Under section 35DD of the Act, for any expenditure incurred wholly and exclusively for the purposes 

of amalgamation or demerger, the Company is eligible for deduction of an amount equal to one-fifth of 

the expenditure for each of the five successive years beginning with the year in which the 

amalgamation or demerger takes place. 

 

¶ Deduction in respect of voluntary retirement of employees 
 

Under section 35DDA of the Act, the Company is eligible for deduction in respect of payments made 

to its employees in connection with his voluntary retirement, in accordance with any scheme or 

schemes of voluntary retirement, for an amount equal to one-fifth of such expenses over five successive 

years beginning with the year in which the expenditure is incurred subject to conditions specified in the 

section. 

 

2. Dividends  

 

¶ As per section 10(34) of the Act, any income by way of dividends referred to in section 115-O received 

on the shares of any Indian company is exempt from tax.  
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Dividend received by Indian company from specified foreign company (in which Indian company 

holds shareholding of 26% or more) is taxable at 15% (plus applicable surcharge, education cess and 

secondary and higher education cess) as per section 115BBD of the Act. 

 

As per section 115-O of the Act, tax on distributed profits of domestic companies is chargeable to tax 

at 15% (plus applicable surcharge, education cess and secondary and higher education cess). As per 

sub-section (1A) to section 115-O, the domestic company will be allowed to set-off the dividend 

received from its subsidiary company during the financial year against the dividend distributed by it, 

while computing the Dividend Distribution Tax (ñDDTò) if: 

 

a) the dividend is received from its domestic subsidiary and the subsidiary has paid the DDT payable 

on such dividend; 

 

b) the dividend is received from a foreign subsidiary, the Company has paid tax payable under 

section 115BBD. 

 

However, the same amount of dividend shall not be taken into account for reduction more than once. 

 

Further, the net distributed profits shall be increased to such amounts as would, after reduction of the 

tax on such increased amounts at the specified rate, be equal to the net distributed profits. 

 

¶ As per section 10(35) of the Act, the following income will be exempt in the hands of the Company: 

 

a) Income received in respect of the units of a Mutual Fund specified under section 10(23D); or 

 

b) Income received in respect of units from the Administrator of the specified undertaking; or 

 

c) Income received in respect of units from the specified company. 

 

However, this exemption does not apply to any income arising from transfer of units of the 

Administrator of the specified undertaking or of the specified company or of a mutual fund, as the case 

may be. 

 

3. Capital gains 

 

¶ Capital assets may be categorized into short term capital assets or long term capital assets based on the 

period of holding. Capital assets being shares listed in a recognised Stock Exchange in India held for a 

period of more than 12 months and shares (other than listed) held for more than 24 months are 

considered as long term capital assets. Consequently, capital gains arising on sale of these assets held 

for more than 12 months/ 24 months as the case may be are considered as long term capital gains 

(ñLTCGò). Capital gains arising on sale of these assets held for 12 months/ 24 months or less are 

considered as short term capital gains (ñSTCGò). 
 

¶ As per section 10(38) of the Act, capital gains arising to the Company from the transfer of long term 

capital asset being an equity share in a company where such transaction is chargeable to securities 

transaction tax (ñSTTò) will be exempt in the hands of the Company. Such capital gain exemption 

would be available without such transaction being subject to STT if such transaction is undertaken on a 

recognized stock exchange located in any International Financial Services Centre and where the 

consideration is paid or payable in foreign currency. However, income by way of LTCG shall not be 

reduced in computing the book profits for the purposes of computation of minimum alternate tax 

(ñMATò) under section 115JB of the Act.  

 

¶ As per provisions of section 48 of the Act, LTCG arising on transfer of capital assets, other than bonds 

and debentures (excluding capital indexed bonds issued by the Government and sovereign gold bonds 

issued by Reserve Bank of India) and depreciable assets, is computed by deducting the indexed cost of 

acquisition and indexed cost of improvement from the full value of consideration  

 

¶ In accordance with section 112 of the Act, LTCG to the extent not exempt under section 10(38) of the 

Act would be subject to tax at the rate of 20% (plus applicable surcharge, education cess and secondary 
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and higher education cess) with indexation benefits. However, as per the proviso to section 112 of the 

Act, if the tax on LTCG is resulting from transfer of listed securities (other than a unit) or zero coupon 

bond, then LTCG will be chargeable to tax at the rate lower of the following: -  

 

a. 20% (plus applicable surcharge, education cess and secondary and higher education cess) of the 

capital gains as computed after indexation of cost; or  

 

b. 10% (plus applicable surcharge, education cess and secondary and higher education cess) of the 

capital gains as computed without indexation  

 

No deduction under Chapter VIA of the Act shall be allowed from such LTCG. 

 

¶ Under section 54EC of the Act and subject to the conditions and to the extent specified therein, LTCG 

(in case not covered under section 10(38) of the Act) arising on the transfer of a long-term capital asset 

would be exempt from tax if such capital gain is invested within 6 months from the date of such 

transfer in a ñlong term specified assetò.  

 

A ñlong-term specified assetò means any bond, redeemable after three years and issued on or after 1
st
 

day of April 2007 by the: 

 

a. National Highways Authority of India constituted under section 3 of The National Highways 

Authority of India Act, 1988; 

 

b. Rural Electrification Corporation Limited, a company formed and registered under the Companies 

Act, 1956. 

 

The total deduction with respect to investment in the long term specified asset is restricted to INR 50 

lakhs whether invested during the financial year in which the asset is transferred and in the subsequent 

year. 

 

Where the ñlong-term specified assetò are transferred or converted into money within three years from 

the date of their acquisition, the amount so exempted is taxable as capital gains in the year of transfer / 

conversion.  

 

¶ Under section 54EE of the Act and subject to the conditions and to the extent specified therein, LTCG 

(in case not covered under section 10(38) of the Act) arising on the transfer of a long-term capital asset 

would be exempt from tax if such capital gain is invested within 6 months from the date of such 

transfer in a ñlong-term specified assetò.  

 

A ñlong-term specified assetò means a unit or units, issued before the 1st day of April, 2019, of such 

fund as may be notified by the Central Government in this behalf. 

 

The total deduction with respect to investment in the long-term specified assets is restricted to INR 50 

lakhs whether invested during the financial year in which the asset is transferred and in the subsequent 

year. 

 

Where the ñlong-term specified assetò are transferred within three years from the date of their 

acquisition, the amount so exempted is taxable as capital gains in the year of transfer.  

 

¶ As per section 111A of the Act, STCG arising to the Company from the sale of equity share where 

such transaction is chargeable to STT will be taxable at the rate of 15% (plus applicable surcharge, 

education cess and secondary and higher education cess). Such concessional rate would be available 

without such transaction being subject to STT if such transaction is undertaken on a recognized stock 

exchange located in any International Financial Services Centre and where the consideration is paid or 

payable in foreign currency. Further, STCG as computed above that are not liable to STT would be 

subject to tax as calculated under the normal provisions of the Act. No deduction under Chapter VIA of 

the Act shall be allowed from such STCG. 
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¶ As per section 10(34A) of the Act, any income arising to the Company being a shareholder on account 

of buy back of shares (not being shares listed on a recognized stock exchange in India) by the Company 

as referred to in section 115QA is exempt from tax. 
 

III.  Special tax benefits available to Shareholders 

 

1. Special tax benefits to Foreign Portfolio Investors (óFPIsô) 

 

¶ Section 2(14) of the Act provides that any security held by a FPI who has invested in such securities in 

accordance with the regulations made under Securities & Exchange Board of India Act, 1992 would be 

treated as a capital asset only so that any income arising from transfer of such security by a FPI would 

be treated in the nature of capital gains. 

 

¶ Under section 115AD(1)(ii) of the Act, income by way of STCG arising to the FPI on transfer of shares 

shall be chargeable at a rate of 30% where such transactions are not subjected to STT and at the rate of 

15% if such transaction of sale is entered on a recognised stock exchange in India and is chargeable to 

STT. The above rates are to be increased by applicable surcharge, education cess and secondary and 

higher education cess. 

 

¶ Under section 115AD(1)(iii) of the Act income by way of LTCG arising from the transfer of shares (in 

cases not covered under section 10(38) of the Act) held in the company will be taxable at the rate of 

10% (plus applicable surcharge, education cess and secondary and higher education cess). The benefits 

of indexation of cost and of foreign currency fluctuations are not available to FPIs. 

 

2. Special tax benefits available to venture capital companies/ funds  

 

¶ Under section 10(23FB) of the Act, any income of Venture Capital Company registered with SEBI or 

Venture Capital Fund registered under the provision of the Registration Act, 1908 (set up to raise funds 

for investment in venture capital undertaking notified in this behalf), would be exempt from income 

tax, subject to conditions specified therein. (Not applicable to income of venture capital fund/company 

being an investment fund specified in clause of the Explanation 1 to section 115UB). 

 

Venture capital companies / funds are defined to include only those companies / funds which have been 

granted a certificate of registration, before the 21
st
 day of May, 2012 as a Venture Capital Fund or have 

been granted a certificate of registration as Venture Capital Fund as a sub-category of Category I 

Alternative Investment Fund.  

 

óVenture capital undertakingô means a venture capital undertaking as defined in clause (n) of regulation 

2 of the Venture Capital Funds Regulations or as defined in clause (aa) of sub-regulation (1) of 

regulation 2 of the Alternative Investment Funds Regulations. 

 

¶ As per section 115U(1) of the Act, any income accruing or arising to or received by a person out of 

investments made in Venture Capital Company/Venture Capital Fund would be taxable in the hands of 

the person making an investment in the same manner as if it were the income accruing/arising/received 

by such person had the investments been made directly in the venture capital undertaking. 

 

¶ As per section 115U(5) of the Act, the income accruing or arising to or received by the venture capital 

company/funds from investments made in a venture capital undertaking if not paid or credited to a 

person (who has investments in a Venture Capital Company /Fund) shall be deemed to have been 

credited to the account of the said person on the last day of the previous year in the same proportion in 

which such person would have been entitled to receive the income had it been paid in the previous 

year. 

 

3. Special tax benefits to Non-Resident Indians 
 

¶ As per section 115C(e) of the Act, the term ñnon-resident Indianò means an individual, being a citizen 

of India or a person of Indian origin who is not a ñresidentò. A person shall be deemed to be of Indian 

origin if he, or either of his parents or any of his grand-parents, was born in undivided India. 
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¶ As per section 115E of the Act, in the case of a shareholder being a non-resident Indian, and 

subscribing to the shares of the Company in convertible foreign exchange, in accordance with and 

subject to the prescribed conditions, LTCG on transfer of the shares of the Company (in cases not 

covered under section 10(38) of the Act) will be subject to tax at the rate of 10% (plus applicable 

surcharge, education cess and secondary and higher education cess), without any indexation benefit. 

 

¶ As per section 115F of the Act and subject to the conditions specified therein, in the case of a 

shareholder being a non-resident Indian, gains arising on transfer of a long term capital asset being 

shares of the Company, which were acquired, or purchased with or subscribed to in, convertible foreign 

exchange, will not be chargeable to tax if the entire net consideration received on such transfer is 

invested within the prescribed period of six months in any specified asset or savings certificates 

referred to in section 10(4B) of the Act. If part of such net consideration is invested within the 

prescribed period of six months in any specified asset or savings certificates referred to in section 

10(4B) of the Act then this exemption would be allowable on a proportionate basis. Further, if the 

specified asset or saving certificates in which the investment has been made is transferred within a 

period of three years from the date of investment, the amount of capital gains tax exempted earlier 

would become chargeable to tax as long term capital gains in the year in which such specified asset or 

savings certificates are transferred. 

 

¶ As per section 115G of the Act, non-resident Indians are not obliged to file a return of income under 

section 139(1) of the Act, if their only source of income is income from specified investments or long 

term capital gains earned on transfer of such investments or both, provided tax has been deducted at 

source from such income as per the provisions of Chapter XVII-B of the Act. 

 

¶ As per section 115H of the Act, where non-resident Indian becomes assessable as a resident in India, he 

may furnish a declaration in writing to the Assessing Officer, along with his return of income for that 

year under section 139 of the Act to the effect that the provisions of Chapter XII-A shall continue to 

apply to him in relation to investment income derived from the investment in equity shares of the 

Company as mentioned in section 115C(f)(i) of the Act for that year and subsequent assessment years 

until assets are converted into money. 

 

¶ As per section 115I of the Act, a non-resident Indian may elect not to be governed by the provisions of 

Chapter XII-A for any assessment year by furnishing a declaration along with his return of income for 

that assessment year under section 139 of the Act, that the provisions of Chapter XII-A shall not apply 

to him for that assessment year and accordingly his total income for that assessment year will be 

computed in accordance with the other provisions of the Act. 

 

4. Special tax benefits available to Alternative Investment Fund (Category I and II)  

 

¶ Under section 10(23FBA), any income of an investment fund other than the income chargeable under 

the head "Profits and gains of business or profession" is exempt from income tax. 

 

¶ As per section 115UB(1) of the Act, any income accruing or arising to or received by a person out of 

his investments in investment Fund would be taxable in the hands of the person making an investment 

in the same manner as if it were the income accruing/arising/received by such person had the 

investments by the investment fund been made directly by him. 

 

¶ As per section 115UB(6) of the Act, the income accruing or arising to or received by the investment 

fund if not paid or credited to the person (who has investments in the investment fund) shall be deemed 

to have been credited to the account of the said person on the last day of the previous year in the same 

proportion in which such person would have been entitled to receive the income had it been paid in the 

previous year. 

 

5. Special tax benefits available to Mutual Funds 
 

As per section 10(23D) of the Act, any income of Mutual Funds registered under the Securities and Exchange 

Board of India Act, 1992 or Regulations made thereunder and such other Mutual Funds set up by public sector 

banks or public financial institutions or authorised by the Reserve Bank of India subject to such conditions as 

the Central Government may, by notification in the Official Gazette, specify in this behalf will be exempt from 

income tax,. 
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IV.  General tax benefits available to Shareholders 

 

¶ As per section 10(34) of the Act, any income by way of dividends referred to in section 115-O received 

on the shares of any Indian company is exempt from tax. As per section 115BBDA, income by way of 

dividend in excess of INR 10 lakhs is chargeable to tax in the case of an individual, Hindu undivided 

family (ñHUFò) or a firm who is resident in India, at the rate of ten percent % (plus applicable 

surcharge, education cess and secondary and higher education cess). 

 

¶ As per section 10(38) of the Act, LTCG arising from the transfer of a long term capital asset being an 

equity share of the company, where such transaction is chargeable to STT, will be exempt in the hands 

of the shareholder. 

 

¶ As per first proviso to section 48 of the Act, in case of a non-resident shareholders, the capital gain/loss 

arising from transfer of shares of the company, acquired in convertible foreign exchange, is to be 

computed by converting the cost of acquisition, sales consideration and expenditure incurred wholly 

and exclusively in connection with such transfer, into the same foreign currency which was initially 

utilized in the purchase of shares. Cost Indexation benefit will not be available in such a case. 

 

¶ As per second proviso to section 48 of the Act, in case of resident shareholders, LTCG arising on 

transfer of capital assets, other than bonds and debentures (excluding capital indexed bonds issued by 

the Government and sovereign gold bond issued by the Reserve Bank of India) and depreciable assets, 

is computed by deducting the indexed cost of acquisition and indexed cost of improvement from the 

full value of consideration. 

 

¶ In accordance with section 112 of the Act, LTCG to the extent not exempt under section 10(38) of the 

Act would be subject to tax at the rate of 20% (plus applicable surcharge, education cess and secondary 

and higher education cess) with benefit of indexation or foreign exchange fluctuations adjustments. No 

deduction under Chapter VIA of the Act shall be allowed from such income. 

 

¶ As per section 112(1)(c)(iii) of the Act, in case of non-residents, LTCG to the extent not exempt under 

section 10(38) arising from transfer of unlisted securities or shares of the company not being the 

company in which the public are substantially interested will be charged to tax at the rate of 10% (plus 

applicable surcharge, education cess and secondary and higher education cess) without giving benefit 

of indexation or foreign exchange fluctuations adjustments. No deduction under Chapter VIA of the 

Act shall be allowed from such income. 

 

¶ As per the proviso to section 112 of the Act, if the tax on LTCG is resulting from transfer of listed 

securities (other than unit) or zero coupon bonds, then LTCG will be chargeable to tax at the rate lower 

of the following:  

 

a. 20% (plus applicable surcharge, education cess and secondary and higher education cess) of the 

capital gains as computed after indexation of the cost; or  

 

b. 10% (plus applicable surcharge, education cess and secondary and higher education cess) of the 

capital gains as computed without indexation  

 

No deduction under Chapter VIA of the Act shall be allowed from such income 

 

¶ Under section 54EC of the Act and subject to the conditions and to the extent specified therein, LTCG 

(in case not covered under section 10(38) of the Act) arising on the transfer of a Long Term Capital 

Asset would be exempt from tax if such capital gain is invested within 6 months from the date of such 

transfer in a ñlong-term specified assetò.  

 

A ñlong-term specified assetò means any bond, redeemable after three years and issued on or after 1
st
 

day of April 2007 by the: 

 

a. National Highways Authority of India constituted under section 3 of The National Highways 

Authority of India Act, 1988; 
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b. Rural Electrification Corporation Limited, a company formed and registered under the Companies 

Act, 1956. 

 

The total deduction with respect to investment in the long-term specified assets is restricted to INR 50 

lakhs to be invested during the financial year in which the asset is transferred and subsequent year. 

 

Where the ñlong-term specified assetò are transferred or converted into money within three years from 

the date of their acquisition, the amount so exempted is taxable as capital gains in the year of transfer / 

conversion  

 

¶ As per section 54F of the Act, LTCG (in cases not covered under section 10(38)) arising on the transfer 

of the shares of the company held by an Individual or HUF will be exempt from capital gains tax if the 

net consideration is utilized to purchase or construct one residential house in India. The residential 

house is required to be purchased within a period of one year before or two years after the date of 

transfer or to be constructed within three years after the date of transfer.  

 

¶ As per section 111A of the Act, STCG arising from the sale of equity shares of the company, where 

such transaction is chargeable to STT, will be taxable at the rate of 15% (plus applicable surcharge, 

education cess and secondary and higher education cess). Further, STCG as computed above that are 

not liable to STT would be subject to tax as calculated under the normal provisions of the Act. No 

deduction under Chapter VIA of the Act shall be allowed from such income. 

 

¶ As per section 10(34A) of the Act, any income arising to the shareholder on account of buy back of 

shares (not being shares listed on a recognized stock exchange in India) by the Company as referred to 

in section 115QA is exempt from tax. 
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NOTES: 
 

1. The above benefits are as per the current tax law as amended by the Finance Act, 2016. 

 

2. This statement does not discuss any tax consequences in the country outside India of an investment in the 

shares. The shareholders / investors in the country outside India are advised to consult their own 

professional advisors regarding possible Income tax consequences that apply to them. 

 

3. As per the Finance Act, 2016 surcharge is to be levied on individuals, HUF, associations of persons, body of 

individuals or artificial juridical person at the rate of 15% if the total income exceeds INR one crore. 

 

4. Surcharge is to be levied on firm, co-operative society and local authorities at the rate of 12% if the total 

income exceeds INR one crore. 

 

5. Surcharge is to be levied on domestic companies at the rate of 7% where the income exceeds INR one crore 

but does not exceed INR ten crores and at the rate of 12% where the income exceeds INR ten crores. 

 

6. Surcharge is to be levied on every company other than domestic company at the rate of 2% where the 

income exceeds INR one crore but does not exceed INR ten crores and at the rate of 5% where the income 

exceeds INR ten crores. 

 

7. A 2% education cess and 1% secondary and higher education cess on the total income is payable by all 

categories of taxpayers. 

 

8. The above statement of possible direct tax benefits sets out the provisions of law in a summary manner only 

and is not a complete analysis or listing of all potential tax consequences of the purchase, ownership and 

disposal of shares. 

 

9. In respect of non-residents, the tax rates and the consequent taxation mentioned above shall be further 

subject to any benefits available under the DTAA, if any, between India and the country of residence of the 

non-resident. As per the provisions of section 90(2) of the Act, the provisions of the Act would prevail over 

the provisions of the Tax Treaty to the extent they are more beneficial to the non-resident. 

 

As per section 90(4) of the Act, the non-residents shall not be entitled to claim relief under section 90(2) of the 

Act, unless a certificate of their being a resident in any country outside India, is obtained by them from the 

government of that country or any specified territory. As per section 90(5) of the Act, the non-residents shall be 

required to provide such other information, as has been notified. 
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INDUSTRY 

The information in this section has been extracted from various government publications and industry sources, 

specifically from the World Federation of Exchanges, World Bank (Global Economic Prospects, Divergences 

and Risks, July 2016), the CIA World Factbook, the Government of India's Ministry of Statistics and 

Programme Implementation Press Release (Quick Estimates of Index of Industrial Production and Use-Based 

Index for the Month of March, 2016, 12 May 2016), the Reserve Bank of India (Monetary Policy Report, April 

2016 and its website) and CARE Research (Report on the Indian Stock Exchange Sector, August 2016). We 

specifically commissioned CARE Research to prepare an industry report on the Indian stock exchange sector 

for reference in this Draft Red Herring Prospectus. While we have exercised reasonable care in compiling and 

reproducing such official, industry, market and other data in this document, neither we, the BRLMs nor any 

other person connected with the Offer have independently verified this information and, accordingly, this 

information should not be relied on as if it had been so verified. Industry sources and publications generally 

state that the information contained therein has been obtained from sources generally believed to be reliable, 

but that their accuracy, completeness and underlying assumptions are not guaranteed and their reliability 

cannot be assured and, accordingly, investment decisions should not be based on such information. Unless 

otherwise stated, all years refer to calendar years. 

General Overview of the Exchange Sector 

Globally, there are over 70 major stock exchanges with a market capitalisation of more than US$5 billion. The 

total global market capitalisation of WFE member exchanges (the "WFE Exchanges") aggregated to US$66 

trillion at the end of June 2016 (Source: World Federation of Exchanges). 16 of these stock exchanges had a 

market capitalisation of above US$1 trillion each. Market capitalisation of the aforementioned 70 major stock 

exchanges taken together accounted for 86% of the total global market capitalisation. (Source: CARE Research, 

Report on Indian Stock Exchange Sector, August 2016 ("CARE Research Report")). 

The following chart shows the market capitalisation of WFE Exchanges in different regions at the end of June 

2016: 

Regionwise Market Capitalisation at the end of June 2016 

 

Source: World Federation of Exchanges ("WFE")  
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The Intercontinental Exchange: NYSE ("ICE: NYSE") dominates with a market capitalisation of about 

US$18.7 trillion at the end of June 2016. In terms of turnover (defined as the value of shares traded), the 

Shanghai Stock Exchange topped the list with a turnover of about US$21.3 trillion in 2015. The BSE Limited 

was the largest exchange in the world in terms of number of listed companies at the end of December 2015, with 

5,836 companies. (Source: CARE Research Report) 
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The chart below shows the number of trades on the top 15 WFE Exchanges in the world by market capitalisation 

for the time periods indicated. 

   Domestic Market Capitalisation 

Value of Equity Trading 

(Electronic Order Book Transactions)(1) 

   As at December 31, 

As at 30 

June For the year ended December 31, 

No. Exchange Country  2011 2012 2013 2014 2015 2016 2011 2012 2013 2014 2015 

   (U.S.$ billions) 

1 ICE: NYSE ......................  U.S. 11,796 14,086 17,950 19,351 17,787 18,711 18,027 13,443 13,700 15,868 17,477 

2 Nasdaq - US .....................  U.S. 3,845 4,582 6,085 6,979 7,281 7,064 12,724 9,784 9,585 12,237 12,515 

3 Japan Exchange Group .....  Japan 3,541 3,681 4,543 4,378 4,895 4,686 4,161 3,606 6,516 5,444 5,541 

4 Shanghai Stock Exchange  China 2,537 2,547 2,497 3,933 4,549 3,777 3,658 2,599 3,731 6,085 21,343 

5 LSE Group .......................  UK 3,266 3,397 4,429 4,013 3,879 3,480 2,837 2,194 2,233 2,771 2,651 

6 Euronext ..........................  EU 2,447 2,832 3,584 3,319 3,306 3,286 2,134 1,576 1,662 1,952 2,077 

7 Shenzhen Stock Exchange  China 1,055 1,150 1,452 2,072 3,639 3,191 2,838 2,369 3,859 5,941 19,611 

8 

Hong Kong Exchanges and 

Clearing ...........................  Hong Kong 2,258 2,832 3,101 3,233 3,185 2,973 1,445 1,106 1,323 1,521 2,126 

9 TMX Group .....................  Canada 1,912 2,059 2,114 2,094 1,592 1,869 1,542 1,357 1,371 1,408 1,185 

10 Deutsche Boerse...............  Germany 1,185 1,486 1,936 1,739 1,716 1,539 1,758 1,276 1,335 1,470 1,556 

11 BSE Limited ....................  India 1,007 1,263 1,139 1,558 1,516 1,521 148 110 85 123 121 

12 

National Stock Exchange of 

India.................................  India 985 1,234 1,113 1,521 1,485 1,494 589 526 479 633 677 

13 SIX Swiss Exchange ........  Switzerland 1,090 1,233 1,541 1,495 1,519 1,420 887 585 667 797 991 

14 Korea Exchange ...............  South Korea 996 1,179 1,235 1,213 1,231 1,260 2,029 1,518 1,285 1,350 1,930 

15 Nasdaq Nordic Exchanges  Sweden 842 996 1,269 1,197 1,268 1,221 828 587 626 723 755 

 _______________  
(Source: WFE) 

The following chart shows the top five WFE Exchanges in the world in terms of number of listed companies in 

2015: 

Ranking of exchanges in terms of number of listed companies in 2015  

Exchanges No of companies Rank in 2015 

BSE .................................................................................................................  5,836 1 

BME Spanish Exchanges ................................................................................  3,651 2 

TMX Group.....................................................................................................  3,559 3 

Japan Exchange Group ....................................................................................  3,513 4 

NASDAQ ........................................................................................................  2,859 5 

Source: WFE 

 

Key trends 

Asia is now a major contributor to global economic growth. It boasts some of the worldôs fastest-growing 

economies like China and India. Further, it also includes Japan, the increasingly affluent South Korea and the 

fast-growing Association of South East Asian Nations ("ASEAN"). Asiaôs share in world GDP, in real US$ 

purchasing power parity terms, ("PPP") has grown to reach 39% in 2015, much larger than the shares of the 

United States and the European Union. (Source: CARE Research Report) 

Over the years, Asia has emerged as an outsourcing hub for the Western world. Initially, it was Japan and then 

other countries like South Korea, Singapore, Taiwan and finally now China and India. In the past decade, Asian 

countries have become more integrated with the global value chain, thereby increasing trade, investments and 

development. China has overtaken the United States as the worldôs largest automobile market. In addition, Asia 

is now a key part of the growth strategies for a variety of multinational corporations, ranging from banks to 

technology companies. With a rising affluent population and a rising middle class, Asiaôs role in global demand 

has increased. (Source: CARE Research Report) 

Asian demand for commodities has made an even bigger impact. A few decades ago, demand from the United 

States was the key driver of oil prices. Even though the supply of US shale oil has played a key role in the 

global oil markets in the recent past, demand for oil from emerging economies, especially China, has also been 

key to the state of the global oil market. The Asia-Oceania region is now the worldôs leading consumer of 

petroleum and other liquid fuels. Economic growth of commodity-producing nations is increasingly dependent 

on Asian economies. Moreover, rising demand from Asia has contributed to growth in non-oil commodity-

producing nations, especially those rich in iron ore, copper, and coal. The economies of commodity producers 

such as Brazil, Chile, and Indonesia are increasingly dependent on demand from emerging Asian countries 

rather than the West alone. (Source: CARE Research Report) 
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While certain affluent nations in South East Asia have always been of interest to global investors, investors have 

now started to focus on other fast-growing emerging economies in Asia. As a result, major global equity, bond, 

and currency markets have been increasingly interlinked with Asia. In addition, movements in Asian markets 

have started to have more of an impact on major markets in the West. For example, the bull run in Chinese 

stocks ran out of steam in 2015, the impact of which was felt across the equity markets worldwide. With the US 

Federal Reserve delaying the increase in interest rates, investors are focusing, yet again, on emerging Asian 

markets. Within Asia, financial markets have become more interconnected due to growing trade and investment 

links within the region. All these factors together have led to an increase in participation of global and local 

investors in Asian equity markets. As a result, exchanges in Asia have contributed to growth in global turnover, 

the number of trades and market capitalisation. (Source: CARE Research Report) 

Turnover 

The total turnover of all exchanges worldwide grew from US$78 trillion in 2011 to US$114 trillion in 2015. 

Exchanges in Asia Pacific had the highest turnover in 2015 with US$54 trillion. Turnover of exchanges in Asia 

Pacific increased substantially from US$17 trillion in 2011 to US$54 trillion in 2015, at a compounded annual 

growth rate ("CAGR") of 34%. Turnover for exchanges in the Americas, including North America and South 

America, the region with the second highest turnover, remained in the range of US$46 to US$48 trillion from 

2011 to 2015. (Source: CARE Research Report) 

In 2015, the total value of shares traded globally increased by 41% on a year-on-year basis. The rise is driven 

predominantly by trading activity in Asia Pacific, particularly in China. In 2015, the value of shares traded in 

Asia Pacific rose by 127% compared to that in 2014. The value of shares traded in China increased by 218% 

from US$13.5 trillion in 2014 to US$43 trillion in 2015. (Source: CARE Research Report) 

Number of trades 

Over the period 2011 to 2015, the global number of trades grew from 14.1 billion in 2011 to 27.4 billion in 

2015. On a year-on-year basis, the total number of trades increased by 56% from 17.5 billion in 2014 to 27.4 

billion in 2015. Asia Pacific accounted for most of this growth, as the region witnessed a 117% rise in the 

number of trades from 7.9 billion trades in 2014 to 16.9 billion trades in 2015. 

The following chart compares the number of trades in different regions over the period 2011 to 2015. 

Number of trades on stock exchanges in different regions 

 

Source: WFE and CARE Research                                                        America includes North and South America 
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Market Capitalisation 

The market capitalisation of domestic companies in Asia Pacific grew at CAGR of 11.5% from 2003 to 2015, as 

compared to the CAGR of market capitalisation of domestic companies in America (4.9%) and Europe, Middle 

East & Africa (5.4%). The market capitalisation surge in Asia Pacific was mainly driven by China. Despite the 
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turmoil in Chinese markets, this trend is expected to continue on account of the growth outlook of India and 

China. (Source: CARE Research Report) 

Market capitalisation of listed companies on exchanges in Asia Pacific grew at a CAGR of 13% from US$13.4 

trillion in 2011 to $21.9 trillion in 2015. The following chart shows trend of market capitalisation of different 

regions over the period 2011 to 2015. (Source: CARE Research Report) 

Market capitalisation of different regions 

 

Source: WFE  

Note:  America includes North and South America 
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Trend of Market Capitalisation to GDP of Major Economies 

The following chart shows trend of global market capitalisation to GDP for the time periods indicated. 

Trend of Global Market Capitalisation to GDP  

 

Source: WFE, World Bank  

 

120

104

91

75
86 90 93

107
115

57

83 87

67
78

89 92
99

0

20

40

60

80

100

120

140

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

(%
)

 



 

109 

 

The financial crisis in 2007 and 2008 led to decline in domestic market capitalisation in 2008 in most major 

economies across the world. Market capitalisation to GDP in emerging economies like China and India also 

declined steeply. 

The following chart shows the ratio of domestic market capitalisation to GDP of certain major economies for the 

time periods indicated. 

Trend of domestic market capitalisation to GDP (in %) across major economies 

Country Name 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Brazil ..........................................  64 98 35 80 70 47 50 41 35 28 

Russian Federation(1) ..................   N/A  N/A  N/A 62 62 39 38 35 19 30 

Germany .....................................  55 61 30 38 42 32 42 52 45 51 

India ...........................................  86 147 53 96 96 55 69 61 76 73 

China ..........................................  42 127 39 71 67 46 44 42 58 75 

Chile ...........................................  113 123 73 134 157 108 118 96 90 79 

Israel...........................................  105 131 50 91 97 60 62 70 66 82 

Philippines ..................................  56 69 30 51 79 74 92 80 92 82 

Luxembourg ...............................  190 330 121 208 193 115 126 127 97 82 

France .........................................  104 103 50 72 72 54 67 82 74 86 

Thailand .....................................  63 75 35 63 81 72 98 84 106 88 

Korea, Rep. ................................  82 100 47 93 100 83 96 95 86 89 

Australia .....................................  147 152 65 136 127 86 90 87 89 89 

Belgium ......................................  97 82 32 54 56 44 60 72 71 91 

Netherlands ................................  107 114 42 65 79 67 79 95 89 97 

Canada .......................................  129 149 67 122 135 107 113 115 117 103 

Japan ..........................................  106 99 64 66 70 56 58 93 95 119 

Malaysia .....................................  145 168 82 143 160 133 148 155 136 129 

North America ............................  140 139 78 106 117 101 115 141 149 137 

United States ..............................  141 138 79 105 115 101 116 144 152 140 

Singapore ...................................  260 300 138 250 274 217 264 248 246 219 

Switzerland.................................  283 267 160 197 212 156 185 225 213 229 

South Africa ...............................  262 277 168 270 246 189 228 258 267 235 

Hong Kong SAR, China .............  886 1254 606 1077 1186 909 1078 1125 1110 1028 

Source: World Bank 
(1) Data not available. 

 

After 2008, developed economies like the US, Japan and Canada registered a recovery in their markets due to 

measures taken by their respective central banks and governments. Market capitalisation as a percentage to GDP 

increased from 101% in 2011 to 140% in 2015 for the US while for Japan it rose to about 119% in 2015 from 

56% in 2011. However, developing economies like China and India were at the lower level in range of 73% to 

75% in 2015. (Source: CARE Research Report) 

The major economies in the Asia-Pacific region have a high market capitalisation to GDP ratio. Hong Kong has 

the highest ratio, at 1,028%, and the ratio of Singapore, Malaysia and Japan all exceed 100%. (Source: CARE 

Research Report) 

Indiaôs market capitalisation to GDP ratio is lower than the world average of 98.7% and is also lower than the 

average of 88.2% for BRICS countries (which comprise Brazil, Russia, India, China and South Africa), which 

indicates that there is room for domestic market capitalisation to grow. Considering that India is one of the 

fastest-growing major economies in the world and has a favourable population demographic, CARE expects 
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India to be one of the world's growth engines, which will be reflected in the performance of its stock markets. 

(Source: CARE Research Report) 

The chart below shows the market capitalisation to GDP as of 2015 for certain selected countries. 

Market Capitalisation as a percentage of GDP in 2015 

 

 

Source: World Bank 

 

 
Rankings of Exchanges Across Segments 

Along with equities and bonds, various other products are traded on global exchanges such as Exchange Traded 

Funds ("ETFs"), investment funds, single stock futures and options, index futures and options, currency 

derivatives, commodity derivatives and interest rate derivatives. 

According to WFE, in 2015 the total value of share trading increased by 41% and the number of trades 

increased by 56% as compared to 2014. The increases were driven predominantly by trading activity in the 

Asia-Pacific region, particularly mainland China. Despite significant volatility during the year, the market 

capitalisation in the Asia-Pacific markets still managed to increase by 10%. The Indian exchanges were among 

the top exchanges in the world in terms of trades in equity shares in 2015, with NSE ranked fourth and BSE 

ranked thirteenth globally. (Source: CARE Research Report) 

The following table shows top five WFE Exchanges globally in terms of trades in equity shares in 2015: 

Trades in equity shares in 2015 

Rank Exchanges Million  

1 Shanghai Stock Exchange ................................................................................................... 5,134 

2 Shenzhen Stock Exchange .................................................................................................. 4,655 

3 BATS Global Markets ........................................................................................................ 2,359 

4 NSE .................................................................................................................................... 1,862 

5 
NASDAQ ........................................................................................................................... 

1,797 

 
Total ................................................................................................................................... 

27,466 

Source: WFE  

 

As compared to equity shares, the electronic online trading platforms in India for bonds are at a very nascent 

stage with the total number of bond trades on BSE in 2015 being 253,000 and the total number of bond trades 

on NSE in 2015 being 233,000. The following table shows the top five WFE Exchanges globally in terms of 

trades in bonds in 2015: 
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Total bond trades in 2015  

Rank Exchanges Thousands 

1 Shanghai Stock Exchange ................................................................................................... 9,048 

2 Tel-Aviv Stock Exchange ................................................................................................... 8,854 

3 Korea Exchange.................................................................................................................. 7,923 

4 London SE Group ............................................................................................................... 4,929 

5 
Bolsa Mexicana de Valores ................................................................................................ 

2,393 

 
Total ................................................................................................................................... 

45,348 

Source: WFE 

 

Derivative products 

The growth in the volume of derivatives traded in 2015 was driven by the growth in the volume of derivatives 

traded in Asia Pacific across currency, commodity and equity derivatives. In North and South America however, 

the volume of derivatives traded decreased marginally, mainly due to a decrease in volumes of stock options 

traded. Asia Pacific accounted for about 36% of total derivative trades in 2015, America accounted for 41% of 

total derivative trades and Europe, Middle East and Africa accounted for 23%. 

Index options were the most traded derivatives product, with 3.9 billion contracts traded in 2015. The single 

stock options and futures market is fairly concentrated with 47% of the activity occurring on three exchanges, 

namely BM&FBOVESPA, NASDAQ and ICE: NYSE. Out of the 3,568 million contracts traded for single 

stock options in 2015, Brazilôs stock exchange topped the list, with 662 million contracts traded. Single stock 

futures volumes increased by 1% in 2015 to 990 million contracts from 989 million contracts in 2014, though 

they remain the least traded equity derivative product with total volumes at slightly less than 1 billion contracts. 

Three exchanges (Moscow Exchange, NSE and Korea Exchange) accounted for 74% of total contracts traded in 

2015. 

The following table shows top five WFE Exchanges globally in terms of contracts traded in single stock options 

and futures in 2015: 

Single stock options contracts traded in 2015 Single stock futures contracts traded in 2015 

Rank Exchange Million  Rank Exchange Million  

1 BM&FBOVESPA .................................. 662 1 Moscow Exchange.............................  307 

2 NASDAQ ............................................... 584 2 NSE ...................................................  257 

3 ICE: NYSE ............................................ 416 3 Korea Exchange ................................  164 

4 Chicago Board Options Exchange.......... 392 4 Eurex .................................................  123 

5 International Securities Exchange .......... 313 5 ICE Futures Europe ...........................  51 

 Total ...................................................... 3,568  Total..................................................  990 

Source: WFE  

 

With respect to the index options contracts traded in 2015, NSE topped the list with 1,893 million contracts 

traded out of total 3,887 million contracts traded globally. While the NSE accounted for nearly 50% of total 

global number of traded contracts, it accounted for only 6% of global value traded. Stock index futures volumes 

globally increased by 17% in 2015, reaching 2,792 million contracts traded from 2,353 million contracts in 

2014. CME Group ranked first in the number of index futures contracts traded in 2015 with 565 million 

contracts. The top five exchanges in terms of number of contracts traded in 2015 are almost unchanged from 

2013 and 2014. 

The following table shows top five WFE Exchanges globally in terms of contracts traded in index options and 

futures in 2015: 

Index options contracts traded in 2015 Index futures contracts traded in 2015 

Rank Exchange Million  Rank Exchange Million  

1 NSE .......................................................  1,893 1 CME Group .......................................  565 

2 Korea Exchange .....................................  484 2 Eurex .................................................  430 

3 Chicago Board Options Exchange .........  408 3 China Financial Futures Ex. ...............  335 

4 Eurex .....................................................  401 4 Japan Exchange Group ......................  312 

5 Taiwan Futures Exchange ......................  192 5 Moscow Exchange .............................  195 

 Total ......................................................  3,887  Total ..................................................  2,792 
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Index options contracts traded in 2015 Index futures contracts traded in 2015 

Rank Exchange Million  Rank Exchange Million  

Source: WFE  

 

Global ETFs derivatives volumes grew by 4% to 1,559 million contracts in 2015, on a year-on-year basis, 

mainly due to the growth of ETFs options volumes, which accounts for more than 99% of traded volume. The 

ETF derivatives market in 2015 was dominated by North and South America, with the six exchanges 

representing almost 99% of global volumes. The following table shows top five WFE Exchanges globally in 

terms of ETF options and futures contracts traded in 2015: 

ETF options and futures contracts traded in 2015 

Rank Exchange Million  

1 NASDAQ ................................................................................................................................  353 

2 Chicago Board Options Exchange ...........................................................................................  321 

3 ICE: NYSE .............................................................................................................................  294 

4 International Securities Exchange (ISE) ..................................................................................  287 

5 BATS Global Markets.............................................................................................................  136 

 Total .......................................................................................................................................  1,559 

Source: WFE  

 

The interest rate derivatives market remains highly concentrated, with the top 4 exchanges, namely, CME 

Group, Eurex, ICE Futures Europe and BM&FBOVESPA, representing 92% of the total number of interest rate 

contracts traded in 2015. The CME Eurodollar futures and options remained the most actively traded contracts. 

The following table shows top five WFE Exchanges globally in terms of interest rate derivative contracts traded 

in 2015: 

Short Term Interest Rate derivative contracts in 2015 Long Term Interest Rate derivative contracts in 2015 

Rank Exchange Million  Rank Exchange Million  

1 CME Group .........................................  851 1 CME Group .......................................  847 

2 BM&FBOVESPA ...............................  417 2 Eurex .................................................  508 

3 ICE Futures Europe .............................  335 3 Australian Securities Exchange .........  83 

4 Australian Securities Exchange ...........  35 4 Korea Exchange ................................  38 

5 Montréal Exchange (TMX Gr) ............  22 5 ICE Futures Europe ...........................  34 

 Total....................................................  1,674  Total .................................................  1,588 

Source: WFE  

 

Currency derivatives volumes increased by 32% to 2,533 million contracts in 2015 from 1,920 million contracts 

in 2014. Volumes increased for both currency options and currency futures in 2015, by 108% and 28% on a 

year-on-year basis, respectively. The increase in trading volume was driven by large increases at the BSE 

(103%) and the NSE (45%). In 2015, the BSE was the worldôs second largest exchange in terms of number of 

contracts traded in currency options and the world's third largest exchange in terms of number of contracts 

traded in currency futures. The following table shows top five WFE Exchanges globally in terms of currency 

options and futures contracts traded in 2015: 

Currency options and futures contracts traded in 2015 

Rank Exchange Million  

1 Moscow Exchange .................................................................................................................  1,005 

2 NSE ........................................................................................................................................  612 

3 BSE ........................................................................................................................................  430 

4 CME Group ............................................................................................................................  220 

5 BM&FBOVESPA ..................................................................................................................  113 

 Total ......................................................................................................................................  2,533 

Source: WFE  

 

Commodity futures surpassed index options to become the most traded class of derivative contracts in 2015, 

with over 4 billion contracts traded. Growth was mainly driven by the 34% year-on-year growth in China in 
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2015. Commodity futures trading is concentrated in three exchanges, with the Dalian Commodity Exchange, the 

Shanghai Futures Exchange and the CME Group accounting for over 70 % of the volume traded in 2015. The 

most actively traded contracts were a mixture of agricultural, base metal and energy contracts. The following 

table shows top five WFE Exchanges globally in terms of commodity options and futures contracts traded in 

2015: 

Commodity options and futures contracts traded in 2015 

Rank Exchange Million  

1 Dalian Commodity Exchange ................................................................................................  1,116 

2 Shanghai Futures Exchange ...................................................................................................  1,050 

3 CME Group ...........................................................................................................................  906 

4 ICE Futures Europe ................................................................................................................  370 

5 ICE Futures US ......................................................................................................................  304 

 Total ......................................................................................................................................  5,061 

Source: WFE  

 

Revenue Sources of Global Exchanges 

Global exchanges derive their revenue from several sources such as transaction fees, listing, clearing and 

depository services. The following chart shows various revenue streams of global exchanges: 

 

(Source: CARE Research Report) 

For both Indian exchanges, BSE and NSE, revenue mainly comes from securities services. Services to 

corporates, which primarily consists of listing income, also makes a significant contribution to revenues. 

Information services contribute little to the revenue for Indian exchanges, at about 4% to 5%. For exchanges in 

developed economies, information and data services generally account for 10% to 25% of total revenue. 

(Source: CARE Research Report) 
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Consolidation in global stock exchanges 

The stock exchange consolidation in the past has been driven by factors like organic and inorganic growth, 

increased competition, the globalization of capital markets and the benefits of economies of scale in developing 

technology platforms for trading, clearing and settlement. Particularly, traditional stock exchanges had been 

losing significant market share in cash equities businesses hence these stock exchanges were looking to 

diversify and acquire higher margin derivatives and clearing and settlement businesses. Moreover, the 

emergence of large scale global exchange groups with commensurate financial capacity to invest in technology 

and research made it increasingly difficult for stand-alone exchanges to maintain competitive platforms. So, 

many stand-alone exchanges were exploring strategic alternatives. (Source: CARE Research Report) 

Usage of Technology in Exchange Industry 

One of the most critical factors driving the changes in developed markets is the technology disruption ï first by 

the rise of the low cost, low latency alternative trading platforms ("ATPs") or multilateral trading facilities 

("MTFs"), which were able to significantly erode market share of the traditional exchanges and led to 

consolidation among exchanges and such ATPs / MTFs to reduce their cost as well as consolidate themselves 

into a larger market share. Another round of technological disruption by various financial technology companies 

("fintech"), leveraging new technological advances such as distributed ledger technology and blockchain 

technology is expected. India has not seen major consolidation among exchanges, clearing corporations or 

depositories, as ATPs and MTFs have not been permitted to operate in India. However, any disruption in the 

form of fintech or industry changes, such as interoperability of clearing corporations, may result in some 

consolidation in the Indian capital market as well. (Source: CARE Research Report) 

The Global Economy 

Since January 2016, weakness in the global economy has persisted and risks have become more pronounced. 

Among emerging market and developing economies, the divergence in economic conditions between 

commodity exporters and importers has widened. These developments have been accompanied by heightened 

political uncertainties, concerns about the effectiveness of monetary policy stimulus in some advanced 

economies, the pace of monetary policy normalization in the United States, and policy makers' ability or 

willingness to use expansionary fiscal policy if needed. (Source: The World Bank, Global Economic Prospects, 

Divergences and Risks, June 2016 ("World Bank Report")) 

Global growth in 2016 is likely to remain unchanged relative to the disappointing pace of 2015. For 2016, 

global growth is now forecast at 2.4%, advanced economies growth of are expected to expand by 1.7% and 

emerging market and developing economies growth is forecast at 3.5%. Emerging market and developing 

economies account for about half of this downward revision, in large part due to a significant downgrade to the 

growth forecasts for commodity exporters, amid heightened domestic uncertainties and a more challenging 

external environment. (Source: World Bank Report) 

In contrast to the challenging global economic conditions, India is one of the world's fastest growing economies. 

(Source: World Bank Report) According to the World Bank, India will continue to grow faster than its large 

emerging market peers, with growth rates of 7.6% to 7.7% from 2016 to 2017. 

The table below sets out a comparison between India's real gross domestic product ("GDP") growth rate in 2013 

and 2014, its expected real GDP growth rate in 2015 and its forecast real GDP growth rate in 2016, as compared 

to certain developed and developing countries, as well as compared to advanced economies, emerging markets 

and developing economies and the world: 

 Real GDP Growth (%) 

Countries 2013 2014 2015(E) 2016(F) 

Brazil ............................................................................................................  3.0  0.1  -3.8  -4.0  
China ............................................................................................................  7.7  7.3 6.9  6.7  

India .............................................................................................................  6.6 7.2 7.6 7.6 

BRICS ..........................................................................................................  5.7 5.1 3.8 4.2 
Euro Area .....................................................................................................  -0.3 0.9 1.6 1.6 

United States of America ..............................................................................  1.5 2.4 2.4 1.9 

Advanced Economies ...................................................................................  1.1 1.7 1.8 1.7 
Emerging Markets and Developing Economies ............................................  4.7 4.2 3.4 3.5 

World ...........................................................................................................  2.4 2.3 2.4 2.4 

 _______________  
Source: World Bank Report 
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The Indian Economy 

India's population is approximately 1.25 billion, second only to China. India had an estimated GDP of 

approximately US$ 8.0 trillion in 2015, which makes it the fourth largest national economy in the world after 

China, the European Union and the United States of America, in purchasing power parity terms (Source: CIA 

World Factbook). India's GDP grew at 7.2% in 2014, is expected and forecasted to grow at 7.6% in 2015 and 

2016. 

Rural incomes and spending should improve with the return to normal monsoons, as the benefits of direct 

transfers through the rolling out of the mobile banking initiative (Jan Dhan Aadhaar Mobile) are realized and 

improvements in agricultural productivity improve. New sectors will continue to attract FDI. As of December 

2015 approximately $46 billion (2.2% of GDP) had been pledged under the "Make in India" campaign. Private 

domestic investment is expected to benefit from an accommodative monetary policy. In addition, the 

governmentôs planned investment in infrastructure, and the streamlining of business procedures and of the tax 

regime, are expected to alleviate some constraints, and crowding private investment. Nonetheless, private 

investment will still be held back by infrastructure bottlenecks, a challenging regulatory environment, and by 

tight credit amidst the ongoing resolution of stressed assets in the banking sector. If implemented, as planned, 

continued fiscal consolidation from 2016 onwards should support investor confidence in India through future 

bouts of turmoil in global financial markets. (Source: World Bank Report) 

It is expected that consumer price inflation will remain around 5.2% to 5.3% during FY2017 (Source: Reserve 

Bank of India, Monetary Policy Report, April 2016 (the "RBI Report"), in line with the RBI target of 5% of 

March 2017. 

Furthermore, the interest rates of the Reserve Bank of India has decreased from 2014. In January 2014, January 

2015 and April 2016, the repo rates, or the short-term lending rates, were 8.00%, 7.75% and 6.50%, 

respectively. (Source: RBI website at http://dbie.rbi.org.in/DBIE/dbie.rbi?site=home) 

The Exchange Sector in India 

History 

India has a history of stock trading dating back to around 200 years ago. Initially, the East India Company was 

the dominant institution and business in its loan securities used to be transacted. Gradually, the trading list 

broadened as the number of participating brokers increased with time. Subsequently, a formal stock exchange 

was established in 1875 as "The Native Share & Stock Brokers Association" (which later became the Company, 

BSE Limited). It is the first stock exchange in India to obtain permanent recognition in 1957 from the 

Government of India under the Securities Contracts (Regulation) Act, 1956. Over time, BSE has built up a 

strong reputation and brand name as one of the most recognizable stock exchanges in India. NSE was founded 

in 1992 and started trading in 1994. BSE and NSE are the two dominant stock exchanges in India. (Source: 

CARE Research Report) The BSE Limited was the largest exchange in India and the world in terms of number 

of listed companies at the end of June 2016, with 5,963 companies. 

Demutualisation 

The process of demutualisation involves converting a ónot for profitô organization into a ófor profitô organization 

and transforms the legal structure of an exchange to a business corporation form. This process results in 

conversion of a mutually owned association into a company owned by shareholders. After demutualisation, the 

ownership, management and trading is separated from the owners and is entrusted in the hands of professionals. 

Most of the Indian stock exchanges, as well as major exchanges worldwide, were initially non-profit and mutual 

or co-operative organisations and the brokers who trade on them collectively owned and ran them. However, 

this structure led to a conflict of interests between the brokers trading on them and, most importantly, generally 

the interest of brokers was given priority over the interest of wider investing public. To overcome these 

drawbacks, stock exchanges became corporatized and demutualized. 

In 2004, the Government of India amended the Securities and Contract (Regulations) Act to make the 

corporatization and demutualisation of stock exchanges mandatory. BSE, Asiaôs oldest stock exchange, was 

corporatized and demutualized in May 2005. Several other regional stock exchanges that demutualized include 

the Vadodara Stock Exchange, Jaipur Stock Exchange, Ludhiana Stock Exchange, Saurashtra Kutch Stock 

Exchange, Delhi Stock Exchange, Cochin Stock Exchange, Bangalore Stock Exchange, Ahmedabad Stock 

http://dbie.rbi.org.in/DBIE/dbie.rbi?site=home
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Exchange, Calcutta Stock Exchange and Madras Stock Exchange. Unlike other stock exchanges in India, NSE 

adopted the form of a demutualised exchange from the beginning. (Source: CARE Research Report) 

Key Growth Drivers 

According to CARE Research, the key growth drivers for the stock exchange sector in India are: 

Demographic Dividend: India's favourable demographics dividend is a major strength of the economy, not only 

in terms of a fast-growing population but also its favourable composition. According to the United 

Nations report "World Population Prospects: 2015 Revision", India's population is estimated to surpass 

China's population within a decade, even though the population growth rate has decelerated in both of 

these countries. Further, India's working age population (population in between 15 to 60 years) 

constitutes more than 60% of the overall population. A rising working age population results in a boost 

to consumer spending in the economy. 

Participation by retail investors: Historically, one of the characteristics of the average Indian household towards 

savings and investments was its preference for physical assets such as gold and real estate. The graph 

below shows the ownership of equity investments as a percentage of financial savings for certain 

selected countries in 2015. 

 
One of the reasons for Indian investors' low preference for equity over other asset classes is the low 

level of financial awareness. In recent years, equity investments by Indian investors is slowly increasing 

due to specific tax breaks for equity investors and financial awareness programmes conducted by 

mutual fund houses and stock exchanges. Further, the rise in Indian equity indices during the past two 

years has encouraged retail investors' confidence and, as a result, participation in the Indian equity 

markets, including mutual funds and other segments of the Indian capital markets. CARE expects 

India's working age population to rise in the coming years, which will be a growth driver for household 

savings. A portion of these increased savings are expected to be channelled towards Indian capital 

markets. 

Initiatives by the Government of India: Last year, the Government of India allowed the Employee Provident 

Fund Organisation ("EPFO") to begin investing in equity markets to boost equity investments in India. 

EPFO investment in the stock market is expected to help the equity market as it gives greater stability 

and adds liquidity to the stock market. It also reduces dependency on FIIs. Along with LIC and 

domestic mutual fund companies, the EPFO can counterbalance FII investments. 

Other measures, like the recent passage of the goods and services tax, which would simplify the tax 

structure in India, are expected to boost overall GDP growth in the medium to long term and are further 

positive steps for the overall growth of the Indian economy in the long term. The goods and services tax 

is expected to be implemented from 1 April 2017. 

Another area where regulatory change would aid the growth of Indian exchanges is interoperability 

between different clearing corporations. There is currently no interoperability between the different 

clearing corporations in India. Interoperability would allow trading participants to clear trades through a 

Comparison of  equity savings as a percentage of financial savings in India & other countries   

  

Source: CARE Research  Report   
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clearing house convenient to them as against the current system, which requires investors to use the 

clearing house owned by the exchange on which they trade. This would result in efficient use of capital 

for trading members who take positions on multiple stock exchanges. 

In addition, in its recent announcement, the union cabinet has given its approval to raise the foreign 

shareholding limit in Indian stock exchanges from 5% to 15% for a stock exchange, depository, banking 

company, an insurance company and a commodity derivative exchange. This will help to enhance 

competitiveness of Indian stock exchanges by facilitating the adoption of the latest technologies and 

global best practices; leading to the overall growth and development of the Indian capital markets. 

Global inflow of funds: Given the rise in the Indian capital markets, 269 new Foreign Portfolio Investors 

("FPIs") registered with SEBI in April 2016. The new registration is facilitated by a change in 

regulations, which granted FPIs granted permanent registration unless suspended or cancelled by SEBI 

or surrendered by the FPI. Previously, FPIs were only granted approvals for one year or five years. 

Going forward, CARE expects foreign investors to consider India as one of the preferred global 

investment destinations given its macro-economic stability, long-term growth prospects and ongoing 

economic and social reforms. With India's GDP growing at a rate of 7% to 8% in the current financial 

year, India is one of the fastest growing economies in the world. Compared to the relatively muted 

growth of other major global economies, CARE expects the growth of the Indian economy to attract 

foreign investments in coming years. Global events such as Brexit are also expected to attract new 

investors to India given slower growth in the European continent. 

Introduction of new products and initiatives: Even though stock exchanges in India have seen business growth 

in the past, there are product gaps which exist in certain segments. There is room to introduce 

innovative derivative products like weather derivatives, energy derivatives and credit derivatives, which 

are currently traded in major exchanges worldwide. The availability of such new products would bring 

additional business volumes on the exchanges. Also as per SEBI norms, foreign institutional investors 

are not permitted to trade in currency futures. Going forward, gradual easing of this restriction by the 

regulatory bodies could add further volumes to the currency market. 

In October 2011, exchanges from Brazil, Russia, India, China (represented by Hong Kong) and South 

Africa ð formed an alliance to cross-list their respective equity-based products to help global and local 

investors participate in the growth-story. It is expected that that such international tie-ups will offer a 

strong growth opportunity for Indian stock exchanges. 

In the case of commodity markets, future growth could be achieved through the introduction of more 

agricultural commodities and also other global commodities for trading. Further, participation by 

mutual funds and banks in commodity markets in future would facilitate long term growth of these 

exchanges. 

SEBI as a principal governing body of Indian stock exchanges has also played key role of ensuring 

smooth functioning of various participants and intermediaries in the past years. With rapid changes in 

technology there has been stiff competition among various exchanges through introduction of new 

trading products. Algorithmic trading is one of the prominent high end technological products being 

used in Indian markets since 2009. This trading technique has found wider usage on Indian exchanges 

over time and is expected to constitute around 30% of total trades. ALGO trading is perceived to give 

undue advantage to trading members over other players who do not use any such technique for 

executing their trade, mainly retail investors and has been attracting regulatory attention across 

jurisdictions. 

Revival in the rural economy: After two to three years of insufficient rains, India has registered above-average 

rainfall in the current monsoon season so far. This would have a positive impact on agricultural output, 

which is turn is expected to drive down the consumer price inflation in India. Lower inflation would 

translate into a benign interest rate regime, which would be positive for stock market growth. A revival 

in rural economy will further facilitate Indiaôs economic growth. 

CARE expects these factors among others, to have a positive impact on the Indian capital markets and 

eventually on various assets trading on exchanges. Among the various exchanges, CARE expects equity stock 

exchanges to be the key beneficiaries of this growth. (Source: CARE Research Report) 
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The two major stock exchanges in India are the BSE and the NSE. The following chart shows the market 

capitalisation for the BSE and the NSE for the time periods indicated. 

Market capitalisation  

 

Source: CARE Research, BSE, NSE 
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The market capitalisation of both stock exchanges has gradually increased in line with a rise in trading activities 

and increasing share prices for listed companies. (Source: CARE Research Report) 

The chart below shows the volume of shares traded on the BSE and the NSE for the time periods indicated. 

Volume of Shares Traded  

 

Source: CARE Research, BSE, NSE 

 

65,414 56,722 47,995 

82,768 75,134 

161,698 165,916 
153,372 

236,178 
220,177 

-

50,000 

100,000 

150,000 

200,000 

250,000 

FY2012 FY2013 FY2014 FY2015 FY2016

(M
ill

io
n

)

BSE NSE

 
From FY2012 to FY2016, the number of shares traded on both exchanges combined grew by 30%. The steady 

growth of the Indian economy, growing awareness regarding the stock market, increased participation by 

foreign institutional players as well as domestic retail investors and increased penetration of share market 

trading services across India are some of the key factors which contributed to this growth. (Source: CARE 

Research Report) 

For BSE and NSE, revenue is primarily derived from securities services and services to corporates, which 

primarily consists of listing income. Information services contribute little to the revenue of Indian exchanges, 

contributing to approximately 4% to 5%. On the other hand, information services generally account for 10% to 

25% of the total revenue for exchanges in developed economies. (Source: CARE Research Report) 
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Products Traded on Major Indian Exchanges 

The BSE and NSE offer trading primarily in equity, debt instruments, exchange traded funds and derivative 

products of equities, interest rate and currencies. Commodity trading activity in India is dominated by Multi 

Commodity Exchange and National Commodity Exchange. (Source: CARE Research Report) 

The following chart shows the various asset classes traded in India on major exchanges: 

 

Source: CARE Research Report 

Trend of Different Asset Classes and Segments 

Equity Cash 

The turnover in the equity cash segment on the BSE and NSE increased during FY2012 to FY2016. The growth 

in turnover was a result of the growth in number of trades. During FY2012 to FY2016, the number of trades on 

the BSE rose from 323.5 million trades to 407.5 million trades while the number of trades on the NSE increased 

from 1,437.7 million trades to 1,851.8 million trades. (Source: CARE Research Report) 
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The chart below shows the turnover in the equity cash segment during the period FY 2012 to FY 2016. 

Turnover in Equi ty Cash Segment   

 
 Source: BSE, NSE 
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As seen in the table below, BSE and NSE have seen stabilised market share in the equity cash segment in the 

past twelve months ending August 2016. 

Turnover in equi ty cash segment and market share (RHS) 

 

Source: BSE, NSE 
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Equity Derivatives 

The equity derivatives market, which accounts for more than 85% of the total traded turnover on Indian 

exchanges, has seen greater participation by investors since FY2012. (Source: CARE Research Report) 
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Currency Derivatives 

The currency derivatives market in India is still in its nascent stage. The currency derivatives segment in India 

commenced in August 2008 with USD-INR Futures. Subsequently, SEBI approved trading in currency futures 

contracts on EUR-INR, GBP-INR and JPY-INR pairs and currency options contracts on USD-INR in 2010. 

Investors are increasingly allowed to be participate in this market. Foreign Portfolio Investors were allowed to 

trade in this segment beginning in 2014 and Primary Dealers were allowed to trade in this segment beginning in 

2016. It is expected that Non-Resident Investors will be permitted to trade in this segment in the near future. 

(Source: CARE Research Report) 

The charts below show the total number of contracts traded in the currency market and the turnover in the BSE, 

NSE and MSEI for the time periods indicated. 

Total number of contracts traded in currency  market*  

 
Source: BSE, NSE, MSEI 

Excludes contracts traded on the USE, as USE merged into BSE on April 1, 2015. 
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Turnover in the currency market 

 

Source: BSE, NSE, MSEI 
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BSE did not have a currency derivatives segment until November 2013. When BSE launched its own currency 

derivatives segment, volumes in the United Stock Exchange ("USE"), in which its strategic shareholding was 

14.6%, dropped significantly. USE subsequently closed its trading operations in December 2014 and was 
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merged into BSE with effect from 1 April 2015. While NSE has continued to be the market leader in this 

segment, BSE has moved into second position surpassing MSEI and has significantly closed the gap against 

NSE. (Source: CARE Research Report) 

BSE has increased its market share from 33% during September 2015 to 39% during August 2016, as shown in 

the table below. 

Trend of turnover in currency  market and market share
(1)

 

 

Source: BSE, NSE, MSEI 
(1) Market share is shown on the right hand side.
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Interest Rate Derivatives 

Another key global financial market which has witnessed increased market participation in India, is that of 

interest rate derivatives market. Interest rate derivatives are part of the currency derivatives segment and has 

been a smaller sub-segment of the currency derivative segment. However, in FY2014 to FY2016, the turnover in 

this segment increased significantly from 302 billion to 5,264 billion on the NSE and 26 billion to 1,141 

billion for the BSE. (Source: CARE Research Report) 

Corporate Debt 

Compared to the equity cash and equity derivative markets, the corporate debt market in India is relatively new. 

With large corporates increasingly preferring to raise funds through the debt market over bank loans and 

increased investor interest in high quality corporate securities (bonds, debentures, commercial paper), the 

number of contracts traded in the corporate debt market in the BSE and NSE has grown steadily during FY2012 

to FY2016. This segment witnessed strong growth in FY2015 due to increased investor interest in Indian 

corporate debt markets, issuance of bonds by better-rated Indian corporates and an improved regulatory 

framework. (Source: CARE Research Report) 
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The following charts show the trend of volume and the value of trades in the corporate debt market on the BSE 

and NSE for the time periods indicated. 

Trend of volume and value of trades in corporate debt market (BSE) 

 

 

 

 

Source: BSE 
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Trend of volume and value in trades of corporate debt market (NSE) 

 
Source: SEBI 
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Primary Market 

The number of listed companies in the BSE and the NSE has grown over the period of FY2012 to FY2016, 

resulting in the rise of market capitalisation of both exchanges. From 5,133 companies listed on BSE in 

FY2012, this number has increased to 5,911 in FY2016. On NSE, the number of listed entities increased from 

1,646 in FY 2012 to 1,808 in FY2016. (Source: CARE Research Report) 
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The chart below outlines the funds raised in the primary market in India over the time periods indicated. 

Details of funds raised in the primary market in India  

Period 

Category ï wise 

Total 
Public Rights 

No. of 

comp. 

Amount (INR. 

Million)  

No. of 

comp. 

Amount (INR. 

Million)  
No. of comp. 

Amount (INR. 

Million)  

FY2011 ...............................  68 581,050 23 95,030 91 676,090 

FY2012 ...............................  55 460,930 16 23,750 71 484,680 

FY2013 ...............................  53 235,100 16 89,450 69 324,550 

FY2014 ...............................  75 510,750 15 45,760 90 556,520 

FY2015 ...............................  70 124,520 18 67,500 88 192,020 

FY2016 ...............................  95 489,280 13 92,390 108 581,670 

Source: SEBI 

 

Funds raised in the primary market in India decreased from FY2012 to FY2013 due to a subdued share market 

domestically and slower economic growth. However, the primary market witnessed a rebound in FY2014. 

While this growth was not sustained in FY2015, it increased in FY 2016 due to the reforms of the new 

government and continued global liquidity. (Source: CARE Research Report) 

Commodities 

Another relatively new asset class traded on Indian exchanges is commodities. Although commodity trading has 

existed for a long time, it is still at an early stage in India. India has a predominantly agrarian economy and has a 

long history of commodity trading. However, it has gradually declined due to various factors such as droughts, 

periods of scarcity and certain Government policies. The Multi Commodity Exchange and the National 

Commodity Exchange are the dominant exchanges for commodity products. (Source: CARE Research Report) 

Clearing Corporations 

A clearing corporation carries out the clearing, settlement, collateral management and risk management 

functions for various segments of an exchange. A clearing corporation will act as the central counterparty to all 

the trades it provides clearing and settlement services for. Clearing corporations settle trades executed on a 

variety of segments, including the equity cash, equity derivatives, SMEs, Offer for Sale, securities lending and 

borrowing, debt, interest rate futures, currency derivatives segments and trades reported on the Indian corporate 

debt segment and the mutual funds segment. The growth of clearing corporations is linked to the growth of the 

capital markets, as clearing services are dependent on the number of trades executed on the exchanges. (Source: 

CARE Research Report) 

Regulatory change allowing interoperability between different clearing corporations would aid the growth of 

Indian exchanges. There is currently no interoperability between the different clearing corporations in India. 

Interoperability would allow trading participants to clear trades through a clearing house convenient to them as 

against the current system, which requires investors to use the clearing house owned by the exchange on which 

they trade. This would result in efficient use of capital for trading members who take positions on multiple stock 

exchanges. 

Depositories 

A depository facilitates the holding of securities in electronic form and enables securities transactions to be 

processed by book entry. The depository system reduces the need for paper-based certificates, which are prone 

to forgery and result in bad deliveries. A "Depository Participant", as an agent of the depository, offers 

depository services to investors. Financial institutions, banks, custodians and stockbrokers are eligible under 

SEBI's guidelines to act as Depository Participants. The investor, who is known as a beneficial owner, must 

open a demat account through any Depository Participant for dematerialisation of his holdings and transferring 

securities. The balances in the investors' account that are recorded and maintained with the depository can be 

obtained through the Depository Participant. The Depository Participant is required to provide the investor, at 

regular intervals, a statement of account which gives the details of the securities holdings and transactions. The 

depository system has effectively eliminated paper-based certificates, which were more prone to loss, forgery, 

damage and other problems, resulting in bad deliveries. The growth of depositories is dependent on the growth 

of the capital markets. 
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There are two depositories in India, Central Depository Services (India) Ltd. ("CDSL") and National Securities 

Depository Ltd. ("NSDL"). As on 31 August 2016, CDSL and NSDL had 11,345,320 and 14,929,313 active 

accounts, respectively and held Rs. 15,268 billion and Rs. 132,592 billion in total value of dematerialised 

securities, respectively. (Source: CARE Research Report) 
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OUR BUSINESS 

Overview 

We own and operate the BSE exchange platform (formerly, the Bombay Stock Exchange), the first stock 

exchange in Asia, which was formed on July 9, 1875. As of June 30, 2016, the BSE was the world's largest 

exchange by number of listed companies, and India's largest and the world's 11
th
 largest exchange by market 

capitalization, with US$ 1.52 trillion in total market capitalization of listed companies.  

As the operator of the BSE, we regulate listed issuers and provide a market for listing and trading in various 

types of securities as may be allowed by SEBI from time to time. We operate in three primary lines of business, 

namely: 

1. the listing business, which consists of the primary market, which relates to the issuance of new 

securities; 

2. the market business, which consists of (i) the secondary market, which relates to the purchase and 

sales of previously-issued securities, (ii) BSE StAR MF ("BSE StAR"), our online platform for the 

placement of orders and redemptions of units in mutual funds, (iii) NDS-RST, our platform for the 

reporting of over-the-counter corporate bond trading, (iv) membership, which includes membership in 

the Exchange, membership in our clearing corporation ICCL, and depository participants in our 

depository CDSL, and (v) post-trade services, namely the clearing corporation and depository; and 

3. the data business, which consists of the sale and licensing of information products. 

 

In addition to our primary lines of business, we also have supporting businesses, including (i) providing IT 

services and solutions, (ii) licensing index products such as the S&P BSE SENSEX, (iii) providing financial and 

capital markets training and (iv) operating our corporate and social responsibility portal. Moreover, we have an 

active treasury function focused on managing our cash, including both our own funds as well as funds that we 

hold on behalf of third parties (such as margins placed by clearing members). 

As at June 30, 2016, the BSE had 1,440 unique members across all segments, and in Fiscal Year 2016 the BSE 

accepted an average of 284.92 million orders and 1.55 million trades in equity shares per trading day, placing it 

as the 12th most active exchange in the world in terms of electronic book trades in equity shares. (Source: 

World Federation of Exchanges ("WFE") statistics). During Fiscal Years 2014, 2015 and 2016 and the three 

months ended June 30, 2016, the BSE reported 24,663 million, 63,385 million, 70,376 million and 17,618 

million electronic book orders in equity shares, respectively. 

We engage in extensive monitoring of our members, listed companies and of market activities in order to 

minimize the risk of default, promote market transparency and integrity. By doing so, we along with other 

Indian stock exchanges contribute to the growth of the Indian capital markets and stimulate innovation and 

competition across market segments. 

We have highly developed electronic systems for entry, trading, clearing and settlement and depository services 

and we continually seek to improve our core IT capabilities, the reliability and consistency of which help us to 

maintain our competitive position. Examples of our electronic systems include (i) BOLT+, which is our fully 

automated, online trading system, (ii) low latency co-location services for algorithmic traders and (iii) a real-

time risk management system, which conducts real time calculations of members' margins and limits. Moreover, 

to continue to improve our product and service offering, we have entered into a number of strategic partnerships 

and joint ventures. We are a member of the BRICS Exchange Alliance, whereby leading exchange in Brazil, 

Russia, India, China and South Africa cross-list futures products based on the flagship indices of each of the 

exchanges, and ICCL entered into an agreement with Clearstream whereby members in our clearing corporation 

can manage their margin requirements by placing collateral with Clearstream's Global Liquidity Hub. 

We were originally established in 1875 as the Native Share and Stock Brokers' Association, an "Association of 

Persons" that engaged in trading and clearing and settlement functions. On August 31, 1957, we became the first 

exchange in India to be granted permanent recognition under the Securities Contract Regulation Act, 1956. On 

August 8, 2005, pursuant to a mandatory demutualization, Bombay Stock Exchange Limited was incorporated 

for the purpose of assisting, regulating or controlling the business of buying, selling or dealing in securities as a 

recognized stock exchange and to succeed the Association of Persons. We were renamed BSE Ltd in July 2011. 

We were created to own the exchange and to undertake all the necessary ancillary funds, and the former 
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members became shareholders in the BSE. SEBI, by way of its order dated May 20, 2005 approved the 

Demutualisation Scheme. For further details of the Demutualisation Scheme please refer to "History & Certain 

Corporate Matters ï Demutualisation Scheme" on page 161 of this Draft Red Herring Prospectus. 

We derive revenue from a number of sources, including securities services, services to corporate, data 

dissemination fees, investments and deposits, and other sources. For FY 2014, FY 2015 and FY 2016 and the 

three months ended June 30, 2016, our revenue from operations was  2,667.9 million,  3,611.4 million,  

4,265.4 million and  1,130.2 million, respectively, and our net profit after share of minority and share of loss of 

associate as restated was  1,351.9 million,  1,297.4 million,  1,225.3 million and  414.0 million, 

respectively. 

Our Strengths 

Strong brand recognition with a track record of innovation 

Established in 1875, we are Asia's first stock exchange, and we believe that it is one of the most recognizable 

brand names in India. We believe that our global brand helps in attracting companies to our listing platforms and 

attracting retail investors and wholesale participants to our various market and data offerings. As of June 30, 

2016, we are the world's largest exchange by number of listed companies and India's largest and the world's 11
th
 

largest exchange by market capitalization, with US$ 1.52 trillion in total market capitalization of listed 

companies. According to CARE Research, the BSE ranks third globally in terms of currency options and futures 

contracts traded in 2015, with 430 million currency derivatives traded, a 103% increase from FY 2015. Further, 

our turnover from the interest rate derivatives market grew from  26 billion in FY2014 to  1,141 billion in FY 

2016. (Source: CARE Research, Report on Indian Stock Exchange Sector, August 2016 (the "CARE Research 

Report")  

We have built our brand by historically anticipating and responding to investor's needs through the introduction 

of new products and services. Examples of our past product innovations include BSE StAR and BSE SME. We 

introduced BSE StAR, our online platform for the placement of orders and redemptions of units in mutual funds, 

in December 2009, providing investors with a single platform to invest and redeem in a wide selection of mutual 

fund schemes. As at June 30, 2016, BSE StAR offers a platform to invest and redeem in 39 asset management 

companies ("AMCs") with 6,112 different mutual fund schemes. We launched the BSE SME platform, a 

platform for the listing and trading in shares of small and medium enterprises ("SMEs"), in March 2012, and 

won the SKOCH Achiever Award for SME enablement in 2016. In addition, we are also developing BSE Hi-

Tech, a platform for the listing and trading in shares of young, fast-growing companies, in order to provide them 

with equity capital to finance their growth. Moreover, we were the first exchange in India to offer free-float 

indices. In addition to innovative offerings such as these, we also provide a variety of hi-tech product and 

service offerings such as co-location services for algorithmic trading, intra asset management switches, direct 

pay-out to clients, multiple payment modes, overnight funds management for liquid mutual funds and XSIP, a 

platform for investing in systemic investment plans across mutual fund schemes. Our recent product initiatives 

include agreements with Korea Exchange and Bank of New York Mellon to explore and conduct joint research 

in areas such as the derivatives markets and support each other in the development of new products and to 

provide collateral management solutions, respectively. For more information, see "ðAlliances and Joint 

Ventures." 

Diversified and integrated business model and active relationship with market participants 

We operate a diversified and integrated business model including trading, clearing and settlement of products 

listed and traded on the BSE, as well as the provision of data products, IT services and solutions, index products 

and training. We offer listing and trading of a wide variety of products including equity cash securities such as 

shares in companies and ETFs, units in closed-end mutual funds, corporate bonds and government securities, 

equity derivatives and currency derivatives, as well as services such as securities lending and borrowing, and 

platforms to facilitate offers to buy securities by listed companies and offers for sale of securities by substantial 

shareholders of listed companies. By providing such integrated services, we support market participants and 

members throughout the entire life-cycle of a trade. Such an integrated approach benefits and keeps costs low 

for our participants and members by providing efficiencies that are associated with having a wide range of 

services integrated under one entity. 

Our diversified and integrated business model provides us with an active relationship with market participants. 

We continually monitor areas of potential improvement in our operations and consult actively with our members 

in order to remain as relevant and attractive for our users as possible. For example, we have jointly established a 
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series of investor education programs with members and broker associations to have open communications with 

our members and to increase our exposure to investors. Moreover, in order to promote algorithmic traders, we 

bear the software license costs for algorithmic trading and market access, the infrastructure costs on co-location 

rack space, costs associated with algorithmic trading services at the co-location and internet connectivity 

between our co-location and our members' offices. Further, we believe that by allowing traders to buy and sell 

futures based on the same index on multiple venues, we will increase access for foreign investors to the growing 

Indian markets and also give Indian investors increased access to growth opportunities in key emerging markets 

across the world, thereby increasing participation in the Indian market. Our alliance with exchanges in each of 

the "BRICS" nations (in addition to India, these are Brazil, Russia, China and South Africa) allows us to do so, 

and we plan to explore opportunities under the BRICS Exchange Alliance to further promote interaction and 

cooperation between the respective markets. Our efforts to actively engage with market participants have led to 

an increase in the number of unique members in our exchange, increasing from 1,375 as of the end of FY 2014 

to 1,440 as of June 30, 2016.  

State-of-the-art infrastructure and technology 

We have electronic systems for entry, trading, clearing and settlement and depository services and we 

continually seek to improve our core IT capabilities, the reliability and consistency of which help us to maintain 

our competitive position. 

Our electronic systems include (i) BOLT+, a fully-automated online trading platform through which all trades 

on the equity cash, equity derivatives and currency segments of our exchange are executed, and (ii) precision 

time protocol, a time synchronization standard that we adopted to ensure accurate and reliable time 

synchronization across our trading infrastructure. We have also implemented functional improvements to our 

infrastructure and technology, including tick-by-tick order data, multi-legged orders, and "straddle" strategies 

for currency derivatives and equity derivatives. Furthermore, all of our platforms are interconnected and 

operated through the same network and workstation, which helps to provide market participants with a seamless 

experience and efficient operations. 

To boost investor confidence and transparency, we have also implemented our real-time risk management 

system, which conducts real time calculations of members' margins and limits. We also use the standard 

portfolio analysis of risk ("SPAN") margin system, an industry-standard margin system used by over 30 

exchanges and clearing organizations worldwide that is designed to evaluate the overall risk in a portfolio and 

accurately match margins to risk. 

We have an experienced team of internal IT professionals, supported by third party IT service providers, to 

operate and support our infrastructure and software as well as to create and implement new technologies. 

Financial strength and diversified sources of revenue 

In order to provide a stable stream of revenue to support our fiscal policy, we have sought to diversify our 

revenue streams. As an operator of a derivatives and securities exchange and clearing, settlement and depositary 

services, we have multiple contact points with our members and market participants, providing us with the 

ability to generate revenue at multiple levels of our business. We derive revenue from a variety of sources 

including revenue from trading activities on the exchange, such as trading fees and trading tariffs, revenue from 

post-trade services, such as clearing, settlement, depository, custody and nominee service fees, and initial and 

recurring listing fees from equity, debt and derivative products, and subscription fees from data products. 

Our mix of business provides us with diverse sources of revenue that are not all dependent on market volumes. 

For example, we not only generate market turnover-related revenue, such as transaction charges, auction charges 

and depository charges, but also non-market turnover-related revenue, such as investment income, training 

income, software income and rental income. In FY2016, revenue from operations (comprised of revenue from 

securities services, services to corporate and data dissemination fees), income from investments and deposits 

and other income comprised of 64.8%, 28.8% and 6.4% of our total revenue, respectively. In the three months 

ended June 30, 2016, revenue from operations, income from investments and deposits and other income 

comprised of 63.4%, 26.5% and 10.1% of our total revenue, respectively.  

As of June 30, 2016, we are the world's largest exchange by number of listed companies and India's largest and 

the world's 11
th
 largest exchange by market capitalization, with US$ 1.52 trillion in total market capitalization of 

listed companies. According to CARE Research, the BSE ranks third globally in terms of currency options and 

futures contracts traded in 2015, with 430 million currency derivatives traded, a 103% increase from FY 2015. 
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Further, our turnover from the interest rate derivatives market grew from  26 billion in FY2014 to  1,141 

billion in FY 2016. (Source: CARE Research Report) 

Our EBITDA margin for FY 2014, FY 2015, FY 2016 and the three months ended June 30, 2016 was 54.3%, 

48.9%, 45.7% and 47%, respectively. Our profit after tax margin for FY 2014, FY 2015, FY 2016 and the three 

months ended June 30, 2016 was 25.5%, 20.8%, 18.6% and 23.2%, respectively.  

Our Strategies 

As India's largest exchange in terms of market capitalization of listed companies (Source: WFE Statistics), we 

must anticipate and react to investors' needs through improvements in efficiency and technology, lower costs, 

greater cross-border reach and increased access. Our strategies set out a roadmap towards being a competitive 

exchange across all asset classes. 

To meet these needs and maintain and strengthen our market position, our key strategies are to: 

Strengthen our position to become the exchange of choice in India and expand our cross-border reach by 

entering into strategic alliances 

We intend to strengthen our position as a preferred exchange in India and expand our cross-border reach by 

entering into strategic alliances. For example, to expand our position in India, we have entered into a strategic 

partnership with S&P Dow Jones Indices LLC, USA ("SPDJI") to grow our index business by calculating, 

disseminating and licensing various of our index products, which has culminated in the formation of an India-

based joint venture, Asia Index Pvt. Ltd. 

Internationally, we have signed an agreement with Deutsche Boerse whereby they sell and market BSE market 

data and information to international clients. Deutsche Boerse also collaborates with us for product development 

and innovation, which includes extending its existing infrastructure and creating new market data solutions and 

infrastructure to support our product offerings. 

Further, we are a member of the BRICS Exchanges Alliance, whereby leading exchange in Brazil, Russia, India, 

China and South Africa cross-list futures products based on the flagship indices of each of the other exchanges. 

Similarly, options and futures based on the S&P BSE SENSEX are listed and traded on Eurex and the Dubai 

Gold and Commodities Exchange, and we have entered into an MOU with the Korea Exchange to cooperate in 

other areas such as research, product development and information technology.  

In addition, ICCL and Clearstream have agreed to collaborate on collateral management so that clearing 

members in ICCL can better manage their ICCL margin requirements resulting from trades executed on the BSE 

platform. Collateral can be pooled at Clearstream's integrated collateral management engine, the Global 

Liquidity Hub, from assets held at Clearstream and partner agent banks. This triparty collateral management 

solution enables foreign investors trading on the BSE platform to deposit and use AAA-rated foreign sovereign 

bonds as collateral with ICCL towards their margin requirements.  

We have also partnered with IFC, a member of the World Bank Group, to develop a corporate governance 

scorecard, which allows companies to assess their corporate governance performance against national and 

international benchmarked practices. Moreover, we partnered with the Centre for Monitoring Indian Economy 

to launch in April 2016 to provide high-frequency data on unemployment and consumer sentiment in India. 

We believe that the enhanced ease of trading and access that results from such ventures will strengthen our 

ability to attract cross-border investors and issuers to our exchange. For more information, please see "ð

Alliances and Joint Ventures". 

Increase our variety and market share of derivative products 

We actively evaluate products and asset classes outside our traditional focus areas in order to diversify our 

revenue sources. By doing so, we seek to continue to attract market participants and issuers and to capture the 

significant revenue potential that comes with a broader product line, particularly derivative products. We intend 

to continue to develop a full equity derivative product suite to meet derivative investors' needs through the 

introduction of new products, as well as through advancements in current products, such as interest rate and 

currency derivatives, index futures, index options, single stock futures and single stock options. In particular, we 

intend to focus on currency derivatives and to further increase our market share in this segment through 

initiatives such as introducing new products (such as index contracts, inter-currency spread contracts and cross-
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currency derivatives, in each case subject to regulatory approvals), increasing foreign portfolio investor ("FPI") 

participation and extending market timings for currency derivatives (subject to regulatory approval). 

We are also looking to add commodity derivatives to our current portfolio of product offerings. We applied to 

SEBI on June 12, 2015 to seek their approval to commence trading in commodities derivatives products, and are 

currently awaiting SEBI's approval. 

Diversify our product and service offerings and maintain new product innovation and development 

We continually strive to diversify our product and service offerings to serve investors' needs by developing new 

products and bringing new types of financial instruments. For example, we are looking to offer indices and 

index-based products for national and international investors as part of our product development. Our recent and 

upcoming product innovation include BSE Hi-Tech, a platform for young, fast-growing companies to list and 

raise equity capital for their growth, which we are currently developing. In addition, we intend to enhance our 

current product offerings, such as BSE StAR, our mutual fund investment platform, by adding new purchase and 

settlement options for investors. The number of mutual fund schemes available on BSE StAR grew from 4,891 

in FY 2014 to 5,724 in FY 2015 and 5,989 in FY 2016.  

In terms of our service offerings, we were appointed as the receiving office for primary issuances of sovereign 

gold bonds in June, which are government bonds, denominated in grams of gold, issued by the Reserve Bank of 

India on behalf of the Government of India. We also commenced "clean price" trading in August 2016, which is 

a pricing method for corporate bonds and government bonds in which interest accrued on the bond is 

automatically excluded from the price quoted on the exchange. The move to "clean price" trading on our 

exchange will align our debt markets with Indian over-the-counter markets and NDS-OM, which is a matching 

system for dealing in Indian government securities. Other examples of current initiatives that we have at various 

stages of development include: (i) developing the GIFT City international exchange, (ii) an exchange in 

precious metals, gems and other related goods with the India Bullion and Jewellers Association, (iii) a consumer 

sentiment index and (iv) a high-frequency data on unemployment in India. 

Maintain and improve best-in-class platform infrastructure 

Maintaining and improving our infrastructure is critical to our business, as it lays the foundation for future 

growth and expansion, provides our customers with a more efficient and accessible marketplace and enhances 

our competitiveness as an exchange operator on a global scale. We have regularly allocated substantial 

resources towards upgrading our information technology systems, with the over-arching goals of achieving 

higher capacity and lower latency, improving market efficiency and transparency, enhancing user access and 

providing flexibility for future business growth and market needs. 

We undertake to develop and to implement initiatives to maintain and improve our platform infrastructure in the 

future. We are considering consolidating our infrastructures and services by moving our key systems to private, 

public and hybrid cloud-based platforms, which will allow us to leverage infrastructure sharing, service 

utilization and host of other cloud-based facilities.  

We prioritize the improvement in our cyber-security framework and information security management systems. 

We were identified as a National Critical Information Infrastructure by National Critical Information 

Infrastructure Protection Centre. 

Establish an international exchange at GIFT City 

We intend to establish an international exchange in the Gujarat International Finance Tech City ï International 

Financial Service Centre ("GIFT City "), a multi-services Special Economic Zone that is currently being 

developed as India's first international financial services centre. Subject to receipt of the necessary regulatory 

approval, the international exchange will provide an electronic trading platform that facilitates (i) Indian 

companies to raise capital in foreign currency by issuing foreign currency denominated bonds and providing a 

trading platform to trade in such securities, (ii) Indian start-ups to raise equity from foreign investors by getting 

listed on the international exchange and (iii) companies incorporated outside India to raise money in foreign 

currencies by the issuance and listing of their equity shares on the international exchange. 

We believe that establishing this exchange will increase our brand's profile and also provide us with additional 

sources of revenue. As we intend for the proposed exchange to offer equities in non-Indian issuers for trading, 

the project will also include establishing a clearing corporation as well as a depository to settle such trades. 
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Our Board of Directors approved a high-level business plan regarding the GIFT City exchange in May 2016, 

and we have obtained name approval for BSE International Exchange (IFSC) Limited and BSE International 

Clearing Corporation (IFSC) Limited from the Registrar of Companies for the international exchange and for 

the international clearing corporation, respectively. We are currently in the process of preparing a detailed 

business plan. See "Risk FactorsðOur proposed international exchange in GIFT City is subject to numerous 

contingencies and uncertainties" for a description of uncertainties relating to the GIFT City project.  

We propose to begin operating the GIFT City exchange after, among others, the publication by SEBI of final 

regulations applicable to the exchange. We believe that our track record of operating an exchange and entering 

into partnerships and alliance with partners around the world will facilitate the opening of the GIFT City 

exchange by us in a timely manner once the final regulations applicable to the exchange have become effective. 

Capture growth in the underpenetrated Indian financial markets 

We believe that with a growing young population in India, more investors are likely to enter the market in the 

coming years. In order to capture growth in the Indian market, we undertake routine outreach and advertising 

programs, such as through educational activities targeted towards youths to teach them about the benefits of 

investing in securities, and through investor awareness activities designed to facilitate an "equity culture" in 

India. In addition to investor outreach, we also design platforms and products targeted towards specific 

demographics in India, such as a mobile phone enabled trading platform, targeted towards the growing number 

of mobile phone users in India. 

We believe that our efforts in this regard align with the efforts of the Indian government, who have offered tax 

breaks and financial schemes to encourage securities investment. We believe that we are positioned, as a well-

known exchange, to increase the number of investors trading on our exchange as first-time investors begin 

taking advantage of such government schemes. In addition, we plan to focus our education outreach programs, 

directly through the exchange as well as through our BSE Institute, on this sector of first-time retail investors in 

order to increase our brand recognition and to encourage such investors to trade in BSE-listed securities. We, 

through BSE Institute, design and develop course offerings for investors that focus on business process 

knowledge and practical training, and also conduct certification programs for market professionals in the Asian, 

African and Middle East regions. We also run custom courses for businesses and colleges. Moreover, the 

Employee Provident Fund Organization has recently started investing in ETFs, which is an indirect way of 

investment into the Indian stock market. 

Our Business 

The following chart illustrates our primary lines of business and our supporting businesses: 

 

Listing Business 

Our listing business consists of the primary market, which is that part of the market relating to the issuance of 

new securities. An issuance of new securities can take one of several forms, including (i) an initial public 
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http://www.bseindia.com/static/about/corporategovernance.aspx?expandable=2
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