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B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.
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OATH OR AFFIRMATION \ .
I, Ravilochan Pola , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Kotak Mahindra Inc. ,asof
March 31 2007 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classificd solely as that of
a customer, except as follows:

de

[l

Signature

flyeipevr £ctw

Title

/ 77 Notaryhublie SPENCER McADAMS
Notary Public State of New York

No. 01MC8103512
Qualified in Queens County 4
Commission Expires December 29, 208?

This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition,

() Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. '

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Ruie 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the andited and unandited Statements of Financial Condition with respect to methods of con-

solidation,
(1Y An Qath or Affirmation.

(i} A copy of the SIPC Supplemental Report.
-(n) A report desctibing any matcrial inadequacies found 1o exist or found to.have existed since the date of the previous audit.
(0) Independent auditor's report on internal accounting control.

COROCRK O OCOCIEEIIEE]

{p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5,

**Lor conditions of cénj‘lden’t_igi treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Rothstein Kass

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholders of
Kotak Mahindra, Inc.

We have audited the accompanying statement of financial condition of Kotak Mahindra, Inc. (the “Company”) as of
March 31, 2008. This statement of financial condition is the responsibility of the Company's management. Our
responsibility is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the statement of financial condition is free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Company's intemal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall statement of
financial condition presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition refemred to above presents fairly, in all material respects, the
financial position of Kotak Mahindra, Inc. as of March 31, 2008, in conformity with accounting principles generally

accepted in the United States of America.
Fi 7 /

Roseland, New Jersey
April 23, 2008

—

Afffiated Offices Worldwide  ZJ@R 1
LR




KOTAK MAHINDRA, INC.

STATEMENT OF FINANCIAL CONDITION

March 31, 2008

ASSETS

Cash and cash equivalents $ 2,514,238
Due from affiliates 821,815
Note receivable, affiliate 2,500,000
Other receivables 14,124

Office equipment, net of accumulated

depreciation of $42,723 28,977
Prepaid taxes 54,870
Other assets 76,011

$ 6,010,035

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities

Accrued bonus $ 878,381
Accounts payable and accrued expenses 31,801
Total liabilities 910,182

Stockholders' equity
Common stock, $.01 par value,
authorized 2,000,000 shares,

issued and outstanding 1,530,621 shares 15,306
Additional paid-in capital 742,501
Retained eamings 4,342,046

Total stockholders' equity 5,099,853

$_5010005

See accompanying notes to financial statement.
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KOTAK MAHINDRA, INC.

NOTES TO FINANCIAL STATEMENT

1. Organization and nature of business

Kotak Mahindra, Inc. (the “Company”™), a majority owned subsidiary of Kotak Mahindra Bank Limited (the “Parent’), is
a broker-dealer registered with the Securities and Exchange Commission {(*SEC") and is a member of the Financial
Industry Regulator Agency ("FINRA"), an entity created through the conseolidation of the National Association of
Securities Dealers (“NASD") and the member regulation, enforcement and arbitration functions of the New York Stock
Exchange. The Company's operations consist primarily of engaging in agency transactions that are settied on a
delivery versus payment basis. These include Indian shares that are executed and handled by its affiliate, Kotak
Securities (*KS") and Global and American Depository Receipts (GDR's and ADR's} that are executed and handled
by another affiliate, Kotak Mahindra (UK} Limited.

2. Summary of significant accounting policies
Cash and Cash Equivalents

The Company considers all highly liquid investments purchased with a maturity of three months or less to be cash
equivalents.

Office Equipment

Office equipment is stated at cost less accumulated depreciation. The Company provides for depreciation using the
straight-line method over estimated useful lives between three and five years.

Revenue and Expense Recognition from Securities Transaclions

The Company receives commissions for referring clients. Referral fees are based (a} on the month-end NAV of the
clients’ holdings and (b) on the equity brokerage and derivative trades as a percentage of each trade. The
percentage of commission is determined based on a pre-determined fee structure agreed by the clients at the time
of opening the accounts or as per the amendment. The Company also receives advisory fees for providing
research to clients.

income Taxes

The Company complies with Statement of Financial Accounting Standards (*SFAS”) No. 109, “Accounting for Income
Taxes”. SFAS 109 requires the recognition of deferred tax assets and liabilities for both the expected future tax
impact of differences between the financial statement and tax bases of assets and liabilities, and for the expected
future tax benefit to be derived from tax loss carryforwards. Valuation allowances are established, when necessary,
to reduce deferred tax assets to the amount expected to be realized.

Fair Value of Financial Instruments
The fair value of the Company’'s assets and liabifities, which qualify as financial instruments under SFAS No. 107,

"Disclosures About Fair Value of Financial Instruments,” approximates the carrying amounts presented in the
statement of financial condition.




a -
. - .
P

KOTAK MAHINDRA, INC.

NOTES TO FINANCIAL STATEMENT

2. Summary of significant accounting policies {(continued)
Use of Estimates

The preparation of financial statements in conformity with accounting principies generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

3. Related party transactions

The Company appointed Kotak Mahindra (UK) Limited, an affiliate, as its clearing agent to execute and process the
settlement of its ADR and GDR business. For the year ended March 31, 2008, there were no commissions earned
for transactions that cleared through Kotak Mahindra (UK). There were no amounts due from this affiliate at March
31, 2008 related to the ADR and GDR business.

The Company received referrat fees from four affiliates who managed accounts referred to them by the Company.
The Company had referral fees from affiliates of approximately $5,988,000 for the year ended March 31, 2008.
Amounts due from the affiliates for referral fees at March 31, 2008 were approximately $810,000.

In November 2007, the Company provided a three-month term loan to Kotak Mahindra International Limited, an
affiliate, which is renewable upon notice. The note bears an annual interest of 5.74% and is due at the end of the
term. The note was renewed in January 2008 for three months. Included in other revenues is interest income of
approximately $60,000 of which $12,000 is included in due from affiliates.

4. Net capital requirement

The Company is a member of FINRA, and is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1, and that
equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1.
At March 31, 2008, the Company’s net capital was approximately $2,475,000, which was approximately
$2,375,000 in excess of its required net capital of $100,000.

5. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provision under sub-paragraph
(k)(2)(i), and therefore, is not required to maintain a "Special Reserve Bank Account for the Exclusive Benefit of
Customers”.




KOTAK MAHINDRA, INC.

NOTES TO FINANCIAL STATEMENT

6. Commitments

The Company has a non-cancelable operating lease for office facilities, which expires in October 2007 and is
subject to escalations for increases in real estate taxes and other operating costs. In April 2007, the Company
entered into an operating lease for office facilities in New York City, with an automatic six-month renewal. Monthly
rent is $3,700 plus applicable taxes and other fixed charges. In September 2007, the Company entered into an
operating lease for office facilities in San Francisco, with an automatic six-month renewal. Monthly rent is $2,075
plus applicable taxes and other fixed charges.

Aggregate future minimum rental payments under the leases are as follows {assuming automatic six-month
extension options are not renewed).

Year ending March 31,
2009 3 67,000

Office rent expense amounted to approximately $134,000 for the year ended March 31, 2008.

7. Off-balance-sheet risk and concentrations of credit risk

In the normal course of business, the Company's activities involve the execution and settlement of various
customer securities transactions. These activities may expose the Company to off-balance-sheet risk in the event
a counter-party is unable to fulfill its contracted obligations and the Company has to purchase or sell the financial
instrument underlying the contract at a 10ss.

The Company maintains its cash in a financial insfitution in excess of the Federal Deposit Insurance Corporation
coverage of up to $100,000. The Company is subject to credit risk should the financial institution be unable to fulfill its
obligations. The Company does not believe that any losses will result from keeping its cash at the financial institution.



Kotak Mahindra, Inc.
50 Main Street, Suite 310
White Plains, NY 10606

Securities and Exchange Commission
Mark Schonfeld, Regional Director
3 World Financial Center, Room 400
New York, New York 10281
Re: Annual Audit Report
March 31, 2007
SEC File No. 8-51740

Gentlemen:

In accordance with Rule 17a-5(e)(3), we respectfully request that the above-referenced financial statements,
exclusive of the Statement of Financial Condition which is bound separately, be deemed confidential pursuant to the
rule.

Very truly yours,
M e of[H#
Ravilochan Pola Date

END



