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Part | - Financial Information

Item I. Financial Statements

Infosys Technologies Limited and subsidiaries

Unaudited Consolidated Balance Sheets as of

(Dollars in millions except share data)

Note Decembe March 31,
31, 200! 200¢

ASSETS

Current assets

Cash and cash equieats
Available-for-sale financial assets
Investments in certificates of deposit
Trade receivables

Unbilled revenue
Prepayments and other assets
Total current assets
Non-current assets

Property, plant and equipment
Goodwiill

Intangible assets

Deferred income tax assets
Income tax assets

Other norcurrent assets

Total non-current assets

Total assets

LIABILITIES AND EQUITY
Current liabilities

Trade payables

2.4 $1,94¢ $2,05¢

= 18

2.8 41 -
721 824

164 12(

2.7 77 107
2,951 3,127

2.8 93¢ 1,022
28 142 174
2.6 9 11
2.2C 89 73
38 55

2.7 48 45
1,265 1,38(

$4,21¢ $4,50%

$3 $1z
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Derivative financial instruments 2.1C 43 29

Current income tax liabilities 117 101
Client deposits 5 1
Unearned revenue 87 71
Employee benefit obligations 2.11 14 35
Provisions 2.1z 15 13
Other current liabilities 2.1z 274 30C
Total current liabilities 55¢ 562
Non-current liabilities

Noncurrent liabilities 2.11 54 29
Total liabilities 612 591
Equity

Share capitaRs. 5 ($0.16) par value 600,000,000 equity shares authorized, issued 64 64

outstanding572,641,503 and 571,995,758 as of December 31, 2008 and March 31
respectively

Share premium 66€ 65E
Retained earnings 3,297 2,89¢€
Other components of equity (423 301
Total equity 3,60¢ 3,91¢
Total liabilities and equity $4,21¢ $4,50°

The accompanying notes form an integral part of the unaudited consolidated financial statements
Infosys Technologies Limited and subidiaries
Unaudited Consolidated Income Statements

(Dollars in millions except share data)

Note Three months ended Nine months ended Year ended

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢
Revenues $1,17: $1,08¢ $3,52 $3,03¢ $4,17¢
Cost of sales 661 62¢ 2,04¢ 1,78¢ 2,45%
Gross profit 51C 45¢ 1,49: 1,24t 1,728
Operating expenses:
Selling and marketing expenses 55 52 184 174 23C
Administrative expenses 82 89 26E 245 334
Total operating exgnses 137 141 44¢ 417 564
Operating profit 37:¢ 314 1,04« 82¢ 1,15¢
Other income/(expense) 2.17 (39) 3) (85) 15 4
Finance income 2.1C 46 43 13t 12t 171
Profit before income taxes 38C 354 1,09¢ 96¢ 1,33¢
Income tax expense 2.2C 48 42 134 11€ 171
Net profit $332 $312 $96( $85( $1,16:
Attributable to:
Minority interest - - - - -
Equity holders 332 312 96C 85( 1,163
Net profit $332 $312 $96( $85( $1,16°
Earnings per equity share
Basic ($) 0.5¢ 0.5¢ 1.6¢ 1.4¢ 2.0¢
Diluted ($) 0.5¢ 0.5¢ 1.6¢ 1.4¢ 2.0¢
Weighted average equity shares used in
computing earnings per equity share 2.21
Basic 569,755,75568,512,96 569,571,26 568,421,83 568,564,74
Diluted 570,449,06 570,452,24 570,650,03 570,376,93 570,473,28

The accompanying notes form an integral part of the unaudited consolidated financial statements
Infosys Technologies Limited and subsidiaries

Unaudited Consolidated Statements of Changes in Equity



(Dollars in millions except share data)

Shares Share Share Retainec Other  Total Minority Total equity
capital premium  earningscomponent: interest
of equity

Balance as of April 1, 571,209,86 $64 $631 $1,83( $8E $2,61( $1 $2,611
2007 as per Previous
GAAP
Effects of transition - - 112 - 112 1) 111
(Refer Note 2.2.1)
Balance restated as pet571,209,86 $64 $631 $1,94: $8E $2,72: - $2,72;
IFRS
Changes in equity for
nine months ended
December 31, 2007
Translation difference o) d d d 27¢ 27¢ d 27¢
Net income directly o} o} o} o} 27< 27< o} 27¢
recognized in equity
Net profit 0 0 0 85( 0 85( 0 85(
Total recognized o) o) o) 85C 272 1,12: o) 1,12:
income and expense
Shares issued 344,07! 0 6 0 0 6 0 6
Dividends o} o} o} (209 o} (209 o} (209;
Sharebased o} o} 2 o} o} 2 o} 2
compensation
Balance as of Decembe 571,553,93 $64 $63¢ $2,58: $35¢ $3,64¢ d $3,64¢
31, 2007
Balance as of April 1, 571,995,75 $64 $65¢ $2,89¢ $301 $3,91¢ o} $3,91¢
2008
Changes in equity for
nine months enckd
December 31, 2008
Translation differences o} o) o) o) (724 (724 o) (724
Net expenses directly o} o} o} o} (724, (724, o} (724,
recognized in equity
Net profit o} o) o) 96( o) 96C o) 96C
Total recognized o} o} o} 96( (724, 236 o} 23¢€
income and expense
Shares issued 645,74! 0 1C 0 0 1C 0 1C
Dividends o} o (559 o (559 o (559
Sharebased o} o} 1 o} o} 1 o} 1
compensation
Balance as of Decembe572,641,50 $64 $66€ $3,297 $(423 $3,60¢ o} $3,60¢
31, 2008

The accompanying notes form an intdgvart of the unaudited consolidated financial statements
Unaudited Consolidated Statements of Changes in Equity

(Dollars in millions except share data)

Shares Share Share Retainec Other Total  Minor ity Total
capital premium  earningscomponent: interest equity
of equity

Balance as of April 1, 571,209,86 $64 $631 $1,83( $8E $2,61( $1 $2,61:
2007 as per Previous
GAAP
Effects of transition - - 112 - 112 (1) 111
(Refer Note 2.2.1)
Balance restated as pel571,209,86 $64 $631 $1,94: $8E $2,72: - $2,72:
IFRS

Changes in equity for
the year ended March



31, 2008

Translation differences - - - - 21€ 21€ - 21€
Income tax benefit - - 6 - - 6 - 6
arising on exercise of

share options

Net income directly - - 6 - 21¢ 22z - 222
recognizedin equity

Net profit - - - 1,16: - 1,16: - 1,16
Total recognized - - 6 1,167 21¢ 1,38¢ - 1,38¢
income and expense

Shares issued 785,89t - 15 - - 15 - 15
Dividends - - - (209 - (209, - (209
Sharebased - - 3 - - 3 - 3
compensation

Balance as of March 31571,995,75 $64 $65¢ $2,89¢ $301 $3,91¢ - $3,91¢
2008

The accompanying notes form an integral part of the unaudited consolidated financial statements
Infosys Technologies Limited and subsidiaries
Unaudited Consolidated Cash Flow Statements

(Dollars in millions)

Note Nine months ended Year ended
December 31, March 31,
200¢ 2007 200¢

Operating activities:
Net profit $96( $85( $1,16°
Adjustments to reconcile net income to netash provided by operating
activities:
Depreciation and amortization 2.8 and 2. 12C 11C 14¢
Sharebased compensation 2.1¢ 1 2 3
Income tax expense 2.2C 134 11€ 171
Changes in working capital, net of acquisition
Trade receivables 47) (35) (211,
Prepayments and other assets 21 (49) (49)
Unbilled revenue (70) (54) (41)
Trade payables (8) 1 7
Client deposits 4 2 1
Unearned revenue 31 15 (6)
Other liabilities and provisions 73 33 10¢
Cash generated from opertions 1,21¢ 99:¢ 1,29¢
Income taxes paid 2.2C (123 (70) (137,
Net cash provided by operating activities 1,09¢ 928 1,15¢
Investing activities:
Payment for acquisition of business, net of cash acquired 2.€ 3 (26) (26)
Expenditure on mperty, plant and equipment 2.€ (226 (265, (373
Loans to employees 2) 5 1
Non-current deposits placed with corporations (16) 4) @)
Acquisition of minority interest in subsidiary - - (6)
Investment in availabléor-sale financial assets (60) (489 (511
Redemption of availabltor-sale financial assets 76 462 50C
Investment in certificates of deposit (43) - -
Net cash used in investing activities (274 (317 (422
Financing activities:
Proceeds from issuance of commarckton exercise of employee stock 1C 6 15
options
Payment of dividends (559 (209 (209

Income tax benefit arising on exercise of share options - - 6




Net cash used in financing activities (549 (203 (188

Effect of exchange rate changesaaish and cash equivalents (383 13¢ 11F
Net increase in cash and cash equivalents 27:¢ 40z 54¢
Cash and cash equivalents at the beginning 2.4 2,05¢ 1,39¢ 1,39¢
Cash and cash equivalents at the end 2.4 $1,94¢ $1,93¢ $2,05¢

Supplementaryinformation:
Unclaimed dividends $1 $1 $1
The accompanying notes form an integral part of the unaudited consolidated financial statements

1. Company Overview and Significant Accounting Policies
1.1 Company overview

Infosys Technologies Lirtéd (Infosys or the company) along with its majority owned and controlled subsidiary, Infosys BPO
Limited (Infosys BPO) and, wholly owned subsidiaries, Infosys Technologies (Australia) Pty. Limited (Infosys Australia),
Infosys Technologies (China) Co. Lied (Infosys China), Infosys Consulting, Inc. (Infosys Consulting) and Infosys
Technologies S. DE R.L. de C.V. (Infosys Mexico) is a leading global technology services organization. The group of companies
(the Group) provides eri-end business solutiortbat leverage technology thereby enabling its clients to enhance business
performance. The Group's operations are to provide solutions that span the entire software life cycle encompassing technical
consulting, design, development-eBgineering, maintemae, systems integration, package evaluation and implementation,
testing and infrastructure management services. In addition, the Group offers software products for the banking industry and
business process management services.

The company is a public lirdd company incorporated and domiciled in India and has its registered office at Bangalore,
Karnataka, India. The company has its primary listing on the Bombay Stock Exchange and National Stock Exchange in India.
The companyds Amer i prasenting equity sharesaare ylso 3dted oneNASDAR@. These consolidated interim
financial statements were authorized for issue by the board of directors on January 13, 2009.

1.2 Basis of preparation of financial statements

These consolidated financial gatents as at and for the three months and nine months ended December 31, 2008, have been
prepared in compliance with International Financial Reporting Standards as issued by the International Accounting Standards
Board (IFRS), under the historical cost wention on the accrual basis except for certain financial instruments which have been
measured at fair valueShese financial statements are covered by IFRS 1:tifitstAdoption of IFRS, as they are part of the
period cover ed by inanbia staments fordhe yehriemding Match3R,2009 and are prepared in accordance
with IAS 34, Interim Financial Reporting.

Accounting policies have been applied consistently to all periods presented in the consolidated financial statements.

The Groyp has adopted all IFRS standards and the adoption was carried out in accordance withAiFRSme Adoption of

IFRS. The transition was carried out from accounting principles generally accepted in India (Indian GAAP) which is considered

as the Previos GAAP. Until the adoption of I FRS, the companyds finai
or furnished to the U.S. Securities and Exchange Commission were prepared in accordance with accounting principles generally
accepted in th&nited States of America (U.S. GAAP).

Reconciliations and descriptions of the effect of trdite transi
are provided in Note 2.2. In addition, reconciliations and description of changesonuGp 6 s equi ty and its net
GAAP to Indian GAAP are also provided in Note 2.3.

1.3 Basis of consolidation

Infosys consolidates entities which it owns or controls. Control exists when the Group has the power to govern tharffidancial
operding policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting righés that a
currently exercisable are also taken into account. Subsidiaries are consolidated from the date control commencestentil the da
control ceases.



The financial statements of the Group companies are added onbg-line basis and intecompany balances and transactions
including unrealized gain/ loss from such transactions are eliminated upon consolidation. The consolidatedstiatenecents
are prepared by applying uniform accounting policies in use at the Group. Minority interests which represent partmiotite net
or loss and net assets of subsidiaries that are not, directly or indirectly, owned or controlled by ting,camagexcluded.

1.4 Use of estimates

The preparation of the financial statements in conformity with IFRS requires management to make estimates, judgments and
assumptions. These estimates affect the application of accounting policies and the repmrted afrassets and liabilities, the
disclosures of contingent assets and liabilities at the date of the financial statements and reported amounts of revenues and
expenses during the period. Application of accounting policies which require critical angaestimates involving complex and

subjective judgments and the use of assumptions in the consolidated financial statements have been disclosed in Note 1.5.
Accounting estimates could change from period to period. Actual results could differ from ttioseess Appropriate changes

in estimates are made as management becomes aware of changes in circumstances surrounding the estimates. Changes in
estimates are reflected in the financial statements in the period in which changes are made and, if materftdcts are di

sclosed in the notes to the consolidated financial statements.

1.5 Critical accounting estimates
Revenue recognition

The company uses the percentafeompletion method in accounting for its fixpdce contracts. Use of the perceggof-

completion method requires the company to estimate the efforts expended to date as a proportion of the total efforts to be
expended. Efforts expended have been used to measure progress towards completion as there is a direct relationship between
input and productivity. Provisions for estimated losses, if any, on uncompleted contracts are recorded in the period irhwhich suc
losses become probable based on the current contract estimates.

Income taxes

The companyés two maj oand thealkS., thoughi tlecdompany aso Bles tax returrls indthex foreign
jurisdictions. Significant judgments are involved in determining the provision for income taxes including expectation on tax
positions which are sustainable on a more likely tharbasis. Also refer Note 2.20.

1.6 Revenue recognition

The company derives revenues primarily from software development and related services, from business process management
services and from the licensing of software products. Arrangements with custiomessftware development and related
services are either on a fixgualice, fixedtimeframe or on a timandmaterial basis.

Revenue on timandmaterial contracts are recognized as the related services are performed and revenue from the end of the last
billing to the balance sheet date is recognized as unbilled revenues. Revenue fropmidixefixedtimeframe contracts is
recognized as per the percentageompletion method. Efforts expended have been used to measure progress towards
completion as ther is a direct relationship between input and productivity. Provisions for estimated losses, if any, on
uncompleted contracts are recorded in the period in which such losses become probable based on the current contract estimates
Costs and earnings in exseof billings are classified as unbilled revenue while billings in excess of costs and earnings are
classified as unearned revenue. Maintenance revenue is recognized ratably over the term of the underlying maintenance
arrangement.

In arrangements for sefare development and related services and maintenance services, the company has applied the guidance
in IAS 18 by applying the revenue recognition criteria for each separately identifiable component of a single transaction. Th
arrangements generally mabée criteria for considering software development and related services as separately identifiable
components. For allocating the consideration, the company has measured the revenue in respect of each separable eomponent of
transaction at its fair valu@ accordance with principles given in IAS 18. The price that is regularly charged for an item when
sold separately is the best evidence of its fair value. In cases where the company is unable to establish objectibéeand relia
evidence of fair value fathe software development and related services, the company has used a residual method to allocate the
arrangement consideration. In these cases the balance consideration after allocating the fair values of unde livered cdmponen

a transaction (i.e. matienance), have been allocated to the delivered components for which specific fair values do not exist (i.e.
software development). Accordingly, after identifying these separable components, maintenance revenues are recognized ratably



over the term of theaunderlying maintenance arrangement while software development and related services revenues are
recognized using the percentamfecompletion method.

License fee revenues are recognized when the general revenue recognition criteria given in IAS 18Aarangetents to
deliver software products generally have three elements: license, implementation and Annual Technical Services (ATS). The
company has applied the principles given in IAS 18 to account for revenues from these multiple element arraQjgectives.

and reliable evidence of fair value has been established for ATS. Objective and reliable evidence of fair value ishiaegarce
when the element is sold separately. When other services are provided in conjunction with the licensingeatragem
objective and reliable evidence of their fair values have been established, the revenue from such contracts are alfmtated to
component of the contract in a manner, whereby revenue is deferred for the undelivered services and the resittuateamoun
recognized as revenue for delivered elements. In the absence of objective and reliable evidence of fair value for immiementat
the entire arrangement fee for license and implementation is recognized as the implementation is performed. dteaiene fr
training, support and other services arising due to the sale of software products is recognized as the services areA¥esformed
revenue is recognized ratably over the period in which the services are rendered.

Revenues from business processnagement and other services are derived from both-dimdenaterial and fixeeprice
contracts. Revenue on tirsadmaterial contracts is recognized as the related services are rendered. Revenue frpncéixed
contracts is recognized using the percentafgeompletion method.

Advances received for services and products, are reported as client deposits until all conditions for revenue recageition are

The company accounts for volume discounts and pricing incentives to customers by reducing the fadiseoura from the

amount of revenue recognized at the time of sale. In some arrangements, the level of discount varies with increasessin the le
of revenue transactions. The discounts are passed on to the customer either as direct paymentuotias af igayments due

from the customer. The company recognizes discount obligations as a reduction of revenue based on the ratable allecation of t
discount to each of the underlying revenue transactions that result in progress by the customer nowgrithealiscount. The
company recognizes the liability based on its estimate of the customer's future purchases. Also, when the level ohdissount v
with increases in levels of revenue transactions, the company recognizes the liability basedtonaits ef the customer's

future purchases. If it is probable that the criteria for the discount will not be met, or if the amount t hereof castimatesl e
reliably, then discount is not recognized until the payment is probable and the amount damdieceseliably. The company
recognizes changes in the estimated amount of obligations for discounts in the period in which the change occurs.

The company presents revenues net of sales andadtlezl taxes in its consolidated income statement.
1.7 Propety, plant and equipment including capital work-in-progress

Property, plant and equipment are stated at cost, less accumulated depreciation and impairments, if any. The direct costs are
capitalized until the property, plant and equipment are ready foragsmtended by management. The company depreciates
property, plant and equipment over their estimated useful lives using the slirsghethod. The estimated useful lives of assets

are as follows:

Buildings 15 years
Plant and machinery 5 years
Conputer equipment 2-5 years
Furniture and fixtures 5 years
Vehicles 5 years

Depreciation methods, usefives and residual values are reviewed at each reporting date.

Advances paid towards the acquisition of property, plant and equipment outstaneau dtalance sheet date and the cost of
assets not put to use before stdrephr ojatessare Sdbsehhasatd ewrgen
property, plant and equipment is capitalized only when it is probable that future econoefits lzesociated with these will flow

to the Group and the cost of the item can be measured reliably. Repairs and maintenance costs are recognized in the income
statement when incurred. The cost and related accumulated depreciation are eliminated foamsdlidated financial

statements upon sale or disposition of the asset and the resultant gains or losses are recognized in the income settetoent. As

be disposed off are reported at the lower of the carrying value or the fair value less cost to sell.

1.8 Business combinations



Business combinations have been accounted using the purchase method under the provisions of IFRS 3, Business Combinations.
Cash and amounts of consideration that are determinable at the date of acquisition are includedimindeteencost of the
acquired business.

The cost of an acquisition is measured at the fair value of the assets given, equity instruments issued or liabikiesrnncurr
assumed at the dates of exchange, plus costs directly attributable to the angldsititifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair value on the date ofhacquisitio

1.9 Goodwill

Goodwill represents the cost of business acquisition in exces f the Groupds interest in the
liabilities and contingent liabilities of the acquiree. When the excess is negative, it is recognized immediately inme inco
statement.

Goodwill arising on the acquisition of a minorityterest in a subsidiary represents the excess of the cost of the additional
investment over the fair value of the net assets acquired at the acquisition date.

Goodwill is measured at cost less accumulated impairment losses.
1.10 Intangible assets

Intangible assets are stated at cost less accumulated amortization and impairments. Intangible assets are amortized over their
respective individual estimated useful lives on a strdigktbasis, from the date that they are available for use. The estimated
useful life of an identifiable intangible asset is based on a number of factors including the effects of obsolescence, demand,
competition, and other economic factors (such as the stability of the industry, and known technological advances)yahnd the le

of maintenance expenditures required to obtain the expected future cash flows from the asset.

Research costs are expensed as incurred. Software product development costs are expensed as incurred unless technical and
commercial feasibility of the project demonstrated, future economic benefits are probable, the company has an intention and
ability to complete and use or sell the software and the costs can be measured reliably. Research and development costs and
software development costs incurred undetreatual arrangements with customers are accounted as cost of sales.

1.11Financial instruments

Financial instruments of the Group are classified in the following categoriesianmative financial instruments comprising of

loans and receivables, avdile-for-sale financial assets and trade and other payables; derivative financial instruments under the
category of financial assets or financial liabilities at fair value through profit or loss and share capital. The dtassificat
financial instrumentslepends on the purpose for which those were acquired. Management determines the classification of its
financial instruments at initial recognition.

a. Non-derivative financial instruments
(i) Loans and receivables

Loans and receivables are nderivative financial assets with fixed or determinable payments that are not quoted in an active
market. They are presented as current assets, except for those maturing later than 12 months after the balance stieet date whi
are presented as nearrent assets. lams and receivables are measured initially at fair value plus transaction costs and
subsequently carried at amortized cost using the effective interest method, less any impairment loss. Loans and rezeivables a
represented by trade receivables, unbilledenue, cash and cash equivalents and certificates of deposit. Cash and cash
equivalents comprise cash and cash on deposit with banks and corporations. The company considers all highly liquidsinvestment
with a remaining maturity at the date of purchaséhode months or less and that are readily convertible to known amounts of
cash to be cash equivalents. Certificates of deposit is a negotiable money market instrument for funds deposited at a ban k o
other eligible financial institution for a specifieiche period.

(i) Available-for-sale financial assets



Available-for-sale financial assets are nderivatives that are either designated in this category or are not classified in any of the
other categories. Availablier-sale financial assets are recagpd initially at fair value plus transactions costs. Subsequent to
initial recognition these are measured at fair value and changes therein, other than impairment losses and foreigna&hange g
and losses on availabler-sale monetary items are recaggd directly in equity. When an investment is derecognized, the
cumulative gain or loss in equity is transferred to the income statement. These are presented as current assets unieas manage
intends to dispose off the assets after 12 months from thedeasheet date.

(i) Trade and other payables

Trade and other payables are initially recognized at fair value, and subsequently carried at amortized cost using/¢he effecti
interest method.

b. Derivative financial instruments
Financial assets or finacial liabilities, at fair value through profit or loss

This category has two stdategories wherein, financial assets or financial liabilities are held for trading or are designated as such
upon initial recognition. A financial asset is classified adl lief trading if it is acquired principally for the purpose of selling in
the short term. Derivatives are categorized as held for trading unless they are designated as hedges.

The company holds derivative financial instruments such as foreign exchawgedf@nd option contracts to mitigate the risk of
changes in foreigh exchange rates on trade receivables and forecasted cash flows denominated in certain foreign berrencies. T
counterparty for these contracts is generally a bank or a financial institAttbough the company believes that these financial
instruments constitute hedges from an economic perspective, they do not qualify for hedge accounting under IAS 39, Financial
Instruments: Recognition and Measurement. Any derivative that is eitheresigindted a hedge, or is so designated but is
ineffective per IAS 39, is categorized as a financial asset, at fair value through profit or loss.

Derivatives are recognized initially at fair value and attributable transaction costs are recognized ionteestatement when
incurred. Subsequent to initial recognition, derivatives are measured at fair value through profit or loss as exchamge gains
losses. Assets/ liabilities in this category are presented as current assets/current liabilities ifeittegrdreld for trading or are
expected to be realized within 12 months after the balance sheet date.

c. Share capital and treasury shares
Ordinary Shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the isEnamcerdinary shares and share
options are recognized as a deduction from equity, net of any tax effects.

Treasury Shares

When any entity within the Group purchases the companyds
attributabé incremental cost is presented as a deduction from total equity, until they are cancelled, sold or reissued. When
treasury shares are sold or reissued subsequently, the amount received is recognized as an increase in equity, argl the result
surplus or dficit on the transaction is transferred to/ from retained earnings.

1.12 Impairment
a. Financial assets

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a gi@up of financ
assets is impairedd financial asset is considered impaired if objective evidence indicates that one or more events have had a
negative effect on the estimated future cash flows of that asset. Individually significant financial assets are tegi@idnie@nim

on an individial basis. The remaining financial assets are assessed collectively in groups that share similar credit risk
characteristics.



(i) Loans and receivables

Impairment loss in respect of loans and receivables measured at amortized cost are calculatatfeasrite lietween their
carrying amount, and the present value of the estimated future cash flows discounted at the original effective inteoest rate.
impairment loss is recognized in the income statement.

(ii) Available-for-sale financial assets

Significant or prolonged decline in the fair value of the security below its cost and the disappearance of an active tiading mar
for the security are objective evidence that the security is impaired. An impairment loss in respect of an-frasialele
financial asset is calculated by reference to its fair value. The cumulative loss that was recognized in the equityrésl transfe
the income statement upon impairment.

b. Nonfinancial assets
(i) Goodwill

Goodwill is tested for impairment on an anhbasis and whenever there is an indication that goodwill may be impaired, relying

on a number of factors including operating results, business plans and future cash flows. For the purpose of impamgment testi
goodwill acquired in a business combinatios al | ocated to the Groupds cash generatin
synergies arising from the business combination. A CGU is the smallest identifiable group of assets that generatewsash inflo

that are largely independent of the casfioims from other assets or group of assets. Impairment occurs when the carrying

amount of a CGU including the goodwill, exceeds the estimated recoverable amount of the CGU. The recoverable amount of a
CGU is the higher of its fair value less cost to sall &#s valuein-use. Valuein-use is the present value of future cash flows

expected to be derived from the CGU.

Total impairment loss of a CGU is allocated first to reduce the carrying amount of goodwill allocated to the CGU anith¢hen to
other assetsf the CGU prerata on the basis of the carrying amount of each asset in the CGU. An impairment loss on goodwill is
recognized in Income statement and is not reversed in the subsequent period.

(i) Intangible assets and property, plant and equipment

Intangble assets and property, plant and equipment are evaluated for recoverability whenever events or changes in circumstances
indicate that their carrying amounts may not be recoverable. For the purpose of impairment testing, the recoverableeamount (i
the higher of the fair value less cost to sell and the vailuese) is determined on an individual asset basis unless the asset does

not generate cash flows that are largely independent of those from other assets. In such cases, the recoverable amount is
detemined for the CGU to which the asset belongs.

If such assets are considered to be impaired, the impairment to be recognized in the income statement is measuredby the amou
by which the carrying value of the assets exceeds the estimated recoverabledi@iasset.

c. Reversal of impairment loss

An impairment loss for an asset other than goodwill is reversed if, and only if, the reversal can be related objectiesinio a
occurring after the impairment loss was recognized. The carrying amount affsat other than goodwill is increased to its
revised recoverable amount, provided that this amount does not exceed the carrying amount that would have been determined
(net of any accumulated amortization or depreciation) had no impairment loss begmzedtdor the asset in prior years. A

reversal of impairment loss for an asset other than goodwill and availabkale financial assets that are equity securities is
recognized in the income statement. For avaitfinesale financial assets that a¥quity securities, the reversal is recognized

directly in equity.

1.13Fair value of financial instruments

In determining the fair value of its financial instruments, the company uses a variety of methods and assumptionsgédt are ba
on market conditionand risks existing at each reporting date. The methods used to determine fair value include discounted cash
flow analysis and dealer quotes. All methods of assessing fair value result in general approximation of value, and suh value
never actually beealized.



For all other financial instruments the carrying amounts approximate fair value due to the short maturity of those mstrument
The fair value of securities, which do not have an active market and where it is not practicable to determimeathedatith
sufficient reliability, are carried at cost less impairment.

1.14 Provisions

A provision is recognized if, as a result of a past event, the Group has a present legal or constructive obligatiobethat can
estimated reliably, and it is prodakthat an outflow of economic benefits will be required to settle the obligation. Provisions are
determined by discounting the expected future cash flows att@prate that reflects current market assessments of the time
value of money and the riskpexific to the liability.

a. Warranties

The company provides its clients with a fixpdriod warranty for corrections of errors and telephone support on all its fixed

price, fixedtimeframe contracts. Costs associated with such support services aredaatrine time related revenues are
recorded and included in cost of sales. The company estimates such costs based on historical experience and estimates are
reviewed on a periodic basis for any material changes in assumptions and likelihood of occurrence.

b. Onerous contracts

Provisions for onerous contracts are recognized when the expected benefits to be derived by the Group from a coneact are low
than the unavoidable costs of meeting the future obligations under the contract. The provision is raetsidsent value of

the lower of the expected cost of terminating the contract and the expected net cost of continuing with the contraat. Before
provision is established the Group recognizes any impairment loss on the assets associated wittathat con

1.15 Foreign currency
Functional and presentation currency

The functional currency of Infosys and Infosys BPO is the Indian Rupee. The functional currencies for Infosys Austsgka, Info
China, Infosys Consulting and Infosys Mexico are the rasmedocal currencies. The consolidated financial statements are
presented in U.S. dollars (rounded off to the nearest million) to facilitate global comparability.

Transactions and translations

Foreigncurrency denominated monetary assets and liabilitiegranslated into the relevant functional currency at exchange
rates in effect at the balance sheet date. The gains or losses resulting from such translations are included in tateimene st
Non-monetary assets and noronetary liabilities denominedl in a foreign currency and measured at fair value are translated at
the exchange rate prevalent at the date when the fair value was determinedomgary assets and noronetary liabilities
denominated in a foreign currency and measured at histagetlare translated at the exchange rate prevalent at the date of
transaction.

Transaction gains or losses realized upon settlement of foreign currency transactions are included in determiningpnéterofit
period in which the transaction is setti®bvenue, expense and cdlslw items denominated in foreign currencies are translated
into the relevant functional currencies using the exchange rate in effect on the date of the transaction.

The translation of functional currencies to U.S. dollars isopmed for assets and liabilities using the exchange rate in effect at
the balance sheet date and for revenue, expense anflovastems using a monthly average exchange rate for the respective
periods. The gains or losses resulting from such translat®imcluded in currency translation reserves under other components
of equity. When a subsidiary is disposed off, in part or in full, the relevant amount is transferred to profit or loss.

Goodwill and fair value adjustments arising on the acquisitianfofeign entity are treated as assets and liabilities of the foreign
entity and translated at the exchange rate in effect at the balance sheet date.

1.16 Earnings per share



Basic earnings per share is computed by dividing the net profit attributatbie ¢guity holders of the company by the weighted

average number of equity shares outstanding during the period. Diluted earnings per share is computed by dividingfithe net pro
attributable to the equity holders of the company by the weighted averagemafrequity shares considered for deriving basic
earnings per share and also the weighted average number of equity shares that could have been issued upon conversion of all
dilutive potential equity shares. The diluted potential equity shares are ddjoistee proceeds receivable had the shares been
actually issued at fair value (i.e. the average market value of the outstanding shares). Dilutive potential equity dbaresdare
converted as of the beginning of the period, unless issued at a laterDdative potential equity shares are determined
independently for each period presented.

The number of shares and potentially dilutive equity shares are adjusted retrospectively for all periods presentedafer any sh
splits and bonus shares issueduding for changes effected prior to the approval of the financial statements by the Board of
Directors.

1.17 Income taxes

Income tax expense comprises current and deferred income tax. Income tax expense is recognized in income statement except to
the exent that it relates to items recognized directly in equity, in which case it is recognized in equity. Current income tax for
current and prior periods is recognized at the amount expected to be paid to or recovered from the tax authoritiedaxsing the

rates and tax laws that have been enacted or substantively enacted by the balance sheet date. Deferred income tax assets and
liabilities are recognized for all temporary differences arising between the tax bases of assets and liabilities angitigeir ca
amounts in the financial statements except when the deferred income tax arises from the initial recognition of goodwill or an
asset or liability in a transaction that is not a business combination and affects neither accounting nor taxablegsafither |

time of the transaction. Deferred tax assets are reviewed at each reporting date and are reduced to the extentltmaeit is no
probable that the related tax benefit will be realized.

Deferred income tax assets and liabilities are measured tasingtes and tax laws that have been enacted or substantially
enacted by the balance sheet date and are expected to apply to taxable income in the years in which those tempoesy differenc
are expected to be recovered or settled. The effect of changes rates on deferred income tax assets and liabilities is
recognized as income or expense in the period that includes the enactment or the substantive enactment date. A deferred incom
tax asset is recognized to the extent that it is probable thaeé fizbgable profit will be available against which the deductible
temporary differences and tax losses can be utilized. Deferred income taxes are not provided on the undistributed earnings of
subsidiaries and branches where it is expected that the earrinlys subsidiary or branch will not be distributed in the
foreseeable future. The income tax provision for the interim period is made based on the best estimate of the anntet average
rate expected to be applicable for the full fiscal year. Tax bemdfiteductions earned on exercise of employee share options in
excess of compensation charged to income are credited to share premium.

1.18 Employee benefits
1.18.1 Gratuity

In accordance with the Payment of Gratuity Act, 1972, Infosys provides faritgrea defined benefit retirement plan (the
Gratuity Plan) covering eligible employees. The Gratuity Plan provides asumppayment to vested employees at retirement,
death, incapacitation or termination of employment, of an amount based on the vespegiioyee's salary and the tenure of
employment.

Liabilities with regard to the Gratuity Plan are determined by actuarial valuation at each balance sheet date usingtete proje
unit credit method. The company fully contributes all ascertained liabilib the Infosys Technologies Limited Employees’
Gratuity Fund Trust (the Trust). In case of Infosys BPO, contributions are made to the Infosys BPO's Employees' Gratuity Fund
Trust. Trustees administer contributions made to the Trusts and contribugoinvested in specific designated instruments as
permitted by law and investments are also made in mutual funds that invest in the specific designated instruments.

The Group recognizes the net obligation of a defined benefit plan in the statement cafipasition as an asset or liability,
respectively in accordance with IAS 19. The discount rate is based on the Government securities yield. Actuarial gsses and lo
arising from experience adjustments and changes in actuarial assumptions are chenegited to the income statement in the
period in which they arise. When the computation results in a benefit to the Group, the recognized asset is limitetctatathe ne
of any unrecognized past service costs and the present value of any future fefumdhe plan or reductions in future
contributions to the plan.

1.18.2 Superannuation



Certain employees of Infosys are also participants in a defined contribution plan. Until March 2005, the company made monthly
contributions under the superannuatidngn (t he Pl an) to the Infosys Technol ogies
Trust (I nfosys Superannuation Trust) based on a specified pe
further obligations to the Plan beyond its monthbntributions. Certain employees of Infosys BPO were also eligible for
superannuation benefit. Infosys BPO has no further obligations to the superannuation plan beyond its monthly contritbution whi

are periodically contributed to a trust fund, the compiushich is invested with the Life Insurance Corporation of India.

Effective April 1, 2005, a portion of the monthly contribution amount was paid directly to the employees as an allowtdree and
balance amount was contributed to the Infosys Superannuitist.

1.18.3 Provident fund

Eligible employees of Infosys receive benefits from a provident fund, which is a defined benefit plan. Both the emplitngee and

company make monthly contributions to the provident fund plan equal to a specified pereefitage he covered empl
sal ary. The company <contributes a part of the contributions
Trust. The remaining portion is contributed to the government administered pension fund. The rate &evanohdl interest is

payable to the beneficiaries by the trust is being administered by the government.

In respect of Infosys BPO, eligible employees receive benefits from a provident fund, which is a defined contributiaitplan. B

the employee and Infys BPO make monthly contributions to this provident fund plan equal to a specified percentage of the
covered employeeds salary. Amounts collected wunder the proyv
provident fund. The company has nother obligation to the plan beyond its monthly contributions.

1.18.4 Compensated absences

The Group has a policy on compensated absences which are both accumulating-arcumutating in nature. The expected

cost of accumulating compensated abseix@seasured based on the additional amount expected to be paid as a result of the
unused entitlement that has accumulated at the balance sheet date. Expens@cmumolating compensated absences is
recognized in the period in which the absences occur.

1.19 Sharebased compensation

The Group recognizes compensation expense relating to-lshised payments in net profit using a -faatue measurement
method in accordance with IFRS 2, ShBased Payment. Under the fair value method, the estimated fa& whlawards is
charged to income on a straigite basis over the requisite service period for each separately vesting portion of the award as if
the award was hsubstance, multiple awards. The Group includes a forfeiture estimate in the amount aisadiopeexpense

being recognized.

The fair value of each option is estimated on the date of grant using the®laclesMerton valuation model. The expected

term of an option is estimated based on the vesting term and contractual term of the opttirasaexpected exercise behavior

of the employee who receives the option. Expected volatility during the expected term of the option is based on historical
volatility, during a period equivalent to the expected term of the option, of the observedpnarkec e s of t he company
traded equity shares. Expected dividends during the expected term of the option are based on recent dividend adtipity. Risk

interest rates are based on the government securities yield in effect at the time of the grant

1.20 Dividends

Final dividends on shares are recorded as a liability on the date of approval by the shareholders and interim dividends are
recorded as a liability on the date of declaration by the Board of Directors.

1.21 Operating profit

Operating pofit for the Group is computed considering the revenues, net of cost of sales, selling and marketing expenses and
administrative expenses.

1.22 Finance income



Finance income comprises interest income on deposits, dividend income, and gains on theoflispaitablefor-sale financial
assets. Interest income is recognized using the effective interest method. Dividend income is recognized when thesiight to re
payment is established.

1.23Recent accounting pronouncements

1.23.1 Standards early adopta by the company

IFRS 8, Operating Segments is applicable for annual periods beginning on or after July 1, 2009. This standard was
early adopted by the company as at April 1, 2007. IFRS 8 replaces IAS 14 and aligns segment reporting with the
requirement®f SFAS 131, Disclosures about Segments of an Enterprise and Related Information. The new standard
requires a 'management approach’, under which segment information is presented on the same basis as that used for
internal reporting provided to the chieferpting decision maker. The application of this standard did not result in any
change in the number of reportable segments. Allocation of goodwill was not required under Previous GAAP and
hence goodwill has been allocated in accordance to the requireshémsStandard.

1.23.2 Standards issued but not yet effective and not early adopted by the company

1.

IAS 1, Presentation of Financial Statements, applicable for annual periods beginning on or after January 1, 2009. This
Standard permits early adoptiorcept to the extent of amendment made by IAS 27 (as amended in 2008) in paragraph
106. This Standard would be adopted, by the company as at April 1, 2009.

IFRS 3 (Revised), Business Combinations, as amended, is applicable for annual periods beginnafteoduty 1,

2009. Early adoption is permitted. However, this Standard can be applied only at the beginning of an annual reporting
period that begins on or after June 30, 2007. The company would adopt this Standard with effect from April 1, 2009.
IFRS 3 Revised) primarily requires the acquisiticelated costs to be recognized as period expenses in accordance
with the relevant IFRS. Costs incurred to issue debt or equity securities are required to be recognized in accordance
with 1AS 39, Financial Instruents: Recognition and Measurement. Consideration, after this amendment, would
include fair values of all interests previously held by the acquirem&esurement of such interests to fair value would

be required to be carried out through the income stter€ontingent consideration is required to be recognized at fair
value even if not deemed probable of payment at the date of acquis ition.

IFRS 3 (Revised) provides an explicit option on a transadtjetnansaction basis, to measure any Nontrolling

interest (NCI) in the entity acquired at fair value of their proportion of identifiable asselisiatities or at full fair

value. The first method would result in a marginal difference in the measurement of goodwill from the existing IFRS 3;
howeverthe second approach would require recording goodwill on NCI as well as on the acquired controlling interest.

IAS 27, Consolidated and Separate Financial Statements, as amended, is applicable for annual periods beginning on or
after July 1, 2009. Earlierdaption is permitted provided IFRS 3 (Revised) is also early adopted. This Standard would

be adopted by the company effective April 1, 2009. It requires a mandatory adoption of economic entity model which
treats all providers of equity capital as shareddof the entity. Consequently, a partial disposal of interest in a
subsidiary in which the parent company retains control does not result in a gain or loss but in an increase or decrease in
equity. Additionally purchase of some or all of the NCI is #dads treasury transaction and accounted for in equity

and a partial disposal of interest in a subsidiary in which the parent company loses control triggers recognition of gain
or loss on the entire interest. A gain or loss is recognized on the portidrathbeen disposed off and a further holding

gain is recognized on the interest retained , being the difference between the fair value and carrying value of the interest
retained. This Standard requires an entity to attribute their share of net prafiisanekes to the NCI even if this results

in the NCI having a deficit balance.

2 Notes to the consolidated financial statements

2.1 Transition to IFRS Reporting

The financial statements of Infosys Technologies Limited and its subsidiaries have bemedyiepaccordance with IFRS.

Infosys Technologies Limited and its subsidiaries adopted all IFRS standards and the adoption was carried out in agcordance t
IFRS 1, Firsttime Adoption of IFRS, using April 1, 2007 as the transition date. The transitiorcavaed out from Indian

GAAP, which was considered as the Previous GAAP. The effect of adopting IFRS has been summarized in the reconciliations
provided.



The transition to IFRS reporting has resulted in changes in the reported financial statementherettesand accounting
principles compared to what had been presented previously.

Until the adoption of IFRS, the financial statements included in the Annual Reports on Férran20Quarterly Reports on

Form 6K were prepared in accordance with accounpnigciples generally accepted in the United States of America (U.S.
GAAP) under the historical cost convention on the accrual basis. However, for the purposes of the transition, suchaaansition
carried out from Indian GAAP, which has been considesetha Previous GAAP. The reconciliation statements provided in
Note 2.2 describe the differences between IFRS and Indian GAAP. In addition, reconciliations from U.S. GAAP to Indian GAAP
have been provided in Note 2.3 for the periods presented.

The Group'dinancial statements for the year ending March 31, 2009 would be the first annual financial statements to comply
with IFRS. All interim financial statements are also prepared in compliance with IFRS.

In preparing these financial statements, the compangfaked certain exemptions in accordance with IFRS 1.
2.1.1 Exemptions from retrospective application
Following are the optional exemptions which the Group has opted to apply/not to apply:

1. Business combinations exemption The company has applied the eygion as provided in IFRS 1 on non
application of IFRS 3, Business Combinations to business combinations consummated prior to April 1, 2007
(Transition Date), pursuant to which goodwill arising from business combination has been stated at the carrying
amaunt prior to the Transition Date under Indian GAAP in IFRS financial statements. Further, intangible assets and
related deferred tax assets which were subsumed in goodwill were not recognized in the opening balance sheet as at
April 1, 2007 as those did hqualify for recognition in the separate balance sheet of the acquired entity.

2. Fair value as deemed cost exemption The company has not elected to measure any item of property, plant and
equipment at its fair value at the date of transition; propetantmnd equipment have been measured at cost in
accordance with IFRS.

3. Employee benefits exemption The company has elected not to apply the exemption as provided inLIRR&ler
Indian GAAP the company recognized all actuarial gains/losses immediatéhe income statement. Further the
company has not elected to adopt the corridor approach. The accounting treatment has not undergone any change upon
adoption of IFRS.

4. Cumulative translation differences exemption- The company had accumulated foreigrheange translation gains
and losses on subsidiaries in a separate component of equity under Indian GAAP. IAS 21, The Effects of Changes of
Foreign Exchange Rates, require exchange differences arising on net investments in subsidiaries to be classified as
equity until disposal. Upon transition to IFRS, the treatment of recording translation differences on subsidiaries in
equity did not undergo any change and consequently the optional exemption of setting cumulative translation reserve to
zero as at April 12007 was not required to be applied.

5. Compound financial instruments- The company does not have any compound financial instrument as on the date of
transition. Consequently, upon adoption of IFRS the optional exemption allowed -sEgmyation of thedbility
component if such component was no longer outstanding on the date of transition is not applicable to the company.

6. Assets and liabilities of subsidiaries, associates and joint ventures exemptiorAll entities of the Group are
transitioning to IFFS on the same date; consequent to which this exemption is not required to be applied.

7. Sharebased payment transaction exemption- The company has elected to apply the shased payment
exemption available under IFRS 1 on application of IFRS 2, SharedBBayment, to only grants made after
November 7, 2002 and remained unvested as at the Transition Date. Consequent to which fair value of such grants have
been recognized in the Income Statement from the Transition Date.

8. Fair value measurement of financid assets or liabilities at initial recognition- The company has not applied the
amendment offered by the revision of IAS 39, Financial Instruments: Recognition and Measurement, on the initial
recognition of the financial instruments measured at fair vhigaigh profit or loss where there is no active market.

9. Designation of financial assets and financial liabilities exemptionThe company does not have any financial assets
or liabilities which required to be designated and which meet the requiredaagitesn in IFRS 1, First Time Adoption
of IFRS, as financial asset or financial liability at fair value through profit or loss or avditaidale as at the
Transition Date.

10. Changes in decommissioning liabilities included in the cost of property, plargnd equipment exemption- The
company does not have decommissioning, restoration and similar liabilities in the cost of property, plant and equipment
and hence the exemption is not applicable.

11. Leases exemption The company has no arrangements contaiaifgase as defined under IFRIC 4, Determining
whether an Arrangement contains a Lease, as of the Transition Date and hence this exemption has not been applicable
to the company.



12. Financial asset or an intangible asset accounted for in accordance with IFRl 12, Service Concession
Arrangements exemption- The company has no arrangements which would be classified under service concession
arrangements.

13. Borrowing costs- The company has not taken any loans and hence this Standard and the related exengition is n
applicable.

2.1.2 Exceptions from full retrospective application

1. Derecognition of financial assets and liabilities exception Financial assets and liabilities derecognized before
January 1, 2004 are not-recognized under IFRS. The company has anass to apply the IAS 39 derecognition
criteria to an earlier date. No arrangements were identified that had to be assessed under this exception.

2. Hedge accounting exception The company has not identified any hedging relationships. Hence, this exagpiimin
reflecting in its opening IFRS balance sheet a hedging relationship of a type that does not qualify for hedge accounting
under IAS 39, is not applicable.

3. Estimates exception Upon an assessment of the estimates made under Indian GAAP, the ctrapanpcluded that
there was no necessity to revise the estimates under IFRS except where estimates were required by IFRS and not
required by Indian GAAP.

4. Assets classified as held for sale and discontinued operation§he company did not have any asselassified as
held for sale and hence this exemption is not applicable.

2.2 Reconciliations

The following reconciliations provide a quantification of the effect of the transition to IFRS from Previous GAAP in ageordan
with IFRS 1, Firsttime Adoptionof International Financial Reporting Standards on:

equity as at April 1, 2007 (Note 2.2.1)

equity as at December 31, 2007 (Note 2.2.2)

equity as at March 31, 2008 (Note 2.2.3)

net profit for the three months ended December 31, 2007 (Note 2.2.4)
net pofit for the nine months ended December 31, 2007 (Note 2.2.5)
net profit for the year ended March 31, 2008 (Note 2.2.6)

E e I

There were no reconciliation items between cash flows prepared under Previous GAAP and those prepared under IFRS except for
interestincome which was presented as investing activities under Previous GAAP as against operating activities under IFRS.

2.2.1 Reconciliation of equity as at April 1, 2007

(Dollars in millions)

Previous Note Effects of IFRS
GAAP transition
to IFRS

ASSETS
Cash and cash equivalents $1,39¢ - $1,39:
Available-for-sale financial assets 6 - 6
Trade receivables 56& - 56&
Unbilled revenue 74 - 74
Derivative financial instruments 3 - 3
Prepayments and other assets 54 - 54
Property, plant and equipment 73€ - 73¢
Goodwiill 137 2and: 15 152
Deferred income tax assets 21 - 21
Income tax assets 33 - 33
Other assets 37 - 37
Total assets $3,06: $1E $3,07:
LIABILITIES AND EQUITY
Trade payales $6 - $6
Current income tax liabilities 4 - 4
Client deposits 1 - 1



Unearned revenue 72 - 72

Other provisions and liabilities 36¢ land: (96) 272
Equity

Share capital 64 - 64
Share premium 631 - 631
Retainedearnings 1,83( land: 112 1,94z
Other components of equity 85 - 85
Minority interest 1 2 (1) -
Total equity 2,611 111 2,72z
Total liabilities and equity $3,06: $1E $3,07%
Notes:

1. Liability for dividends (including corporate divéthd tax) of $101 million declared and approved after the reporting
period, recognized in retained earnings under Previous GAAP, derecognized under IFRS.

2. Deferred purchase agreement entered with minority shareholders of Infosys BPO in February 200&hake pur
360,417 equity shares of Infosys BPO by February 2008, was recognized in Previous GAAP in February 2008 since the
agreement to purchase did not qualify as an investment under the local statutes, the same has been recognized under
IFRS in February 200 as the risks and rewards of ownership had been transferred on that date. This acquisition of
minority interest resulted in an increase of $4 million in goodwill, $5 million in other current liabilities and a decrease
of $1 million in minority interest.

3. Gains from changes in proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to
$11 million which was offset against goodwill under Previous GAAP has been recognized separately under IFRS.

2.2.2 Reconciliation of equityas at December 31, 2007

(Dollars in millions)

Previous Note Effects of IFRS
GAAP transition
to IFRS

ASSETS
Cash and cash equivalents $1,93¢ - $1,93¢
Available-for-sale financial assets 3t - 35
Trade receivables 662 - 662
Unbilled revenue 13€ - 13€
Derivative financial instruments 12 - 12
Prepayments and other assets 95 - 95
Property, plant and equipment 96€ > 96¢
Goodwill 171 2,3 and. 7 17¢
Intangible assets - 4 11 11
Deferred income tax assets 45 4 1) 44
Income tax assets 38 - 38
Other assets 45 - 45
Total assets $4,14: $17 $4,16(
LIABILITIES AND EQUITY
Trade payables $8 - $8
Current income tax liabiies 76 - 7€
Client deposits 3 - 3
Unearned revenue 94 - 94
Other provisions and liabilities 33C 2 5 33t
Equity
Share capital 64 - 64
Share premium 637 1 2 63¢
Retained earnings 2,57¢ land: 9 2,58:¢
Other components of equity 35€ 2 35¢
Minority interest 1 2 (1) -
Total equity 3,63 12 3,64¢
Total liabilities and equity $4,14: $17 $4,16(

Notes:



1. Sharebased compensation of $2 million in respecisbére options granted after November 7, 2002 that remained
unvested as at April 1, 2007, not recognized under Previous GAAP has been recognized under IFRS.

2. Deferred purchase agreement entered with minority shareholders of Infosys BPO in February 200Chase
360,417 equity shares of Infosys BPO by February 2008, was recognized in Previous GAAP in February 2008 since the
agreement to purchase did not qualify as an investment under the local statutes, the same has been recognized under
IFRS in Februarn®007 as the risks and rewards of ownership had been transferred on that date. This acquisition of
minority interest resulted in an increase of $5 million in goodwill, $5 million in other current liabilities and a decrease
of $1 million in minority interestExchange fluctuation of $1 million was recorded consequent to this transaction.

3. Gains from changes in proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to
$11 million which was offset against goodwill under Poeé GAAP has been recognized separately under IFRS.
Exchange fluctuation of $1 million was recorded consequent to this transaction.

4. Intangible assets of $11 million in relation to acquisition of business from Koninklijke Philips Electronics N.V.,
subsumedn goodwill under Previous GAAP, recognized separately under IFRS with a corresponding credit of $10
million to goodwill and $1 million to deferred income tax liabilities.

2.2.3 Reconciliation of equity as at March 31, 2008

(Dollars in millions)

Previous Note Effects of IFRS
GAAP transition
to IFRS

ASSETS
Cash and cash equivalents $2,05¢ - $2,05¢
Available-for-sale financial assets 18 - 18
Trade receivables 824 - 824
Unbilled revenue 12C - 12C
Prepayments and athassets 107 - 107
Property, plant and equipment 1,027 - 1,02%
Goodwill 172 1land: 2 174
Intangible assets - 1 11 11
Deferred income tax assets 74 1 1) 73
Income tax assets 55 - 55
Other assets 45 - 45
Total assets $4,495 $12 $4,507
LIABILITIES AND EQUITY
Trade payables $12 - $1z
Derivative financial instruments 29 - 29
Current income tax liabilities 101 - 101
Client deposits 1 - 1
Unearned revenue 71 - 71
Other provisions anddbilities 83:¢ 2 (456, 377
Equity
Share capital 64 - 64
Share premium 652 3 3 65¢
Retained earnings 2,43: 2,3and- 464 2,89¢
Other components of equity 30C 1 301
Total equity 3,44¢ 46¢ 3,91¢
Total liahiliti es and equity $4,49¢ $12 $4,50%
Notes:

1. Intangible assets of $11 million in relation to acquisition of business from Koninklijke Philips Electronics N.V.,
subsumed in goodwill under Previous GAAP, recognized separately under IFRS with a correspoedit of $10
million to goodwill and $1 million to deferred income tax liabilities.

2. Liability for dividends (including corporate dividend tax) of $456 million declared and approved after the reporting
period, recognized in retained earnings underiBosvGAAP, derecognized under IFRS.

3. Sharebased compensation of $3 million in respect of share options granted after November 7, 2002 that remained
unvested as at April 1, 2007, not recognized under Previous GAAP has been recognized under IFRS.



4. Gains fran changes in proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to
$11 million which was offset against goodwill under Previous GAAP has been recognized separately under IFRS.
Exchange fluctuation of $1 million wasaorded consequent to this transaction.

2.2.4 Reconciliation of net profit for the three months ended December 31, 2007

(Dollars in millions)

Previous Note Effects of IFRS
GAAP transition
to IFRS
Revenues $1,08¢ - $1,08¢
Cost of sales 62¢ - 62¢
Gross profit 45k - 45k
Selling and marketing expenses 52 - 52
Administrative expenses 89 - 8¢
Total operating expenses 141 - 141
Operating profit 314 - 314
Other income 3) - 3
Finance income 43 - 43
Profit before income taxes 354 - 354
Income tax expense 42 - 42
Profit after tax 31z - 31z
Attributable to:
Minority interest - - -
Equity holders 312 - 312
Net profit $31Z - $31Z

2.2.5 Reconciliation of net profit for the nine months ended December 31, 2007

(Dollars in millions)

Previous Note Effects of IFRS
GAAP transition
to IFRS

Revenues $3,03¢ - $3,03¢
Cost of sales 1,78¢ 1 1 1,78¢
Gross profit 1,24¢€ (1) 1,24
Selling and marketing expenses 17z 1 1 174
Administrative expenses 242 - 242
Total operating expenses 41€ 1 417
Operating profit 83C (2) 82¢
Other income 15 - 15
Finance income 12¢ - 12E
Profit before income taxes 97C 2) 96¢
Income tax expense 11€ - 11€
Profit after tax 852 (2) 85C
Attributable to:
Minority interest - - -
Equity holders 852 (2) 85C
Net profit $852 $(2) $85(
Notes:

1. Sharebased compensation of $2 million in respect of share options granted after November 7, 2002 that remained
unvested as at April 1, 2007, not recognized under Previous GAAP has been recagdet-RS. The effect of
recognition of sharbased compensation on administrative expenses was not material.

2.2.6 Reconciliation of net profit for the year ended March 31, 2008



(Dollars in millions)

Previous Note Effects of IFRS
GAAP transition
to IFRS

Revenues $4,17¢ - $4,17¢
Cost of sales 2,452 1 1 2,45¢
Gross profit 1,72¢ (1) 1,72%
Selling and marketing expenses 22¢ 1 1 23C
Administrative expenses 338 1 1 334
Total operating expense 562 2 564
Operating profit 1,162 3) 1,15¢
Other income 4 - 4
Finance income 171 - 171
Profit before income taxes 1,337 3) 1,33¢
Income tax expense 171 - 171
Profit after tax 1,16¢ (3) 1,163
Attributable to:
Minority interest - - -
Equity holders 1,16¢€ 3) 1,16:
Net profit $1,16¢ $(3) $1,16:
Notes:

1. Sharebased compensation of $3 million, $1 million each under cost of sales, selling and marketing expenses and
administrative expenses, in respect of share optiargep after November 7, 2002 that remained unvested as at April
1, 2007, not recognized under Previous GAAP, has been recognized under IFRS.

2.3 The following voluntary reconciliations provide a quantification of reconciliation items between U.S. GAAP and
Previous GAAP:

equity as at April 1, 2007 (Note 2.3.1)

equity as at December 31, 2007 (Note 2.3.2)

equity as at March 31, 2008 (Note 2.3.3)

equity as at December 31, 2008 (Note 2.3.4)

net income for the three months ended December 31, 2007 (Ndg 2.3.
net income for the nine months ended December 31, 2007 (Note 2.3.6)
net income for the year ended March 31, 2008 (Note 2.3.7)

net income for the three months ended December 31, 2008 (Note 2.3.8)
net income for the nine months ended December 31, @@ 2.3.9)

=4 =8 =8 =888 _-9_-9_-9

2.3.1 Reconciliation of equity as at April 1, 2007

(Dollars in millions)

u.s NoteReconciliation  Previous
GAAP to GAAP
(Audited) Previous (Unaudited)
GAAP

ASSETS
Cash and cash equivalents $1,39¢ - $1,39¢
Investmend in liquid mutual fund units 6 - 6
Trade account receivables, net of allowances 56E - 56&
Unbilled revenue 74 - 74
Prepaid expenses and other current assets 57 - 57
Property, plant and equipment, net 73€ - 73¢
Goodwill 12€ 2,5,6 and 9 137
Intangible assets, net 20 5 (20) -
Deferred tax assets 21 5and - 21

Advance income taxes 33 - 33



Other assets 37 - 37
Total assets $3,07¢ $(11) $3,06:
LI ABILITIES AND STOCKHOLDERSG6 E
Accourts payable $6 - $6
Income taxes payable 4 - 4
Client deposits 1 - 1
Unearned revenue 72 - 72
Other current and necurrent liabilities 278 land: 95 36¢
Minority interest - 2 1 1
Stockhol dersé equity
Common stock 64 - 64
Additional paidin capital 69z 3,4 and: (61) 631
Retained earnings 1,8711,3,5,7 an (41) 1,83(
8
Accumulated other comprehensive income 9C 4,7 and' (5) 85
Total stockhol dersoé6 equity 2,715 (107, 2,61(
Total Liabilitesand St ockhol dersé6 Equity $3,07: $(11) $3,06:
Notes:

1. Liability for dividends (including corporate dividend tax) of $101 million declared and approved after the reporting
period, not recognized under U.S. GAAP, has been recognized in retained eandiegBrevious GAAP.

2. Deferred purchase agreement entered with minority shareholders of Infosys BPO in February 2007 to purchase 360,417
equity shares of Infosys BPO by February 2008, was recognized under U.S. GAAP but was not recognized under
Previous GAP as the deferred purchase agreement did not qualify as an investment under the local statutes. This
transaction was accounted as an acquisition of minority interest under U.S. GAAP and consequently goodwill of $4
million was recognized under U.S. GAAPtlia corresponding increase in other liabilities of $5 million and decrease
in minority interest by $1 million. Exchange fluctuation of $1 million was recorded consequent to this transaction.

3. Stock compensation expense of $48 million recognized undeGASP was not recognized under Previous GAAP.

4. Translation differences of $2 million arising on income tax benefits on exercise of share options recognized in
additional paiein capital under U.S. GAAP was not recognized under Previous GAAP.

5. Net carryingvalue of intangible assets amounting to $20 million (translated at the exchange rate in effect on the
reporting date) acquired in business combination and including related deferred tax liabilities of $3 million were
recognized as separately identifiabksets and liabilities under U.S. GAAP have been subsumed in goodwill under
Previous GAAP. Amortization of intangible assets recognized under U.S. GAAP has resulted in a reduction of $5
million in retained earnings when compared to Previous GAAP.

6. Gains fran changes in proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to
$11 million recognized in additional paid capital under U.S. GAAP was offset against goodwill under Previous
GAAP.

7. Certain gains and losses of $fillion recognized under U.S. GAAP were not recognized under Previous GAAP.

8. Out of an aggregate fair value of $3 million relating to Infosys stock options issued to the employees of Infosys BPO in
exchange of stock options held by them, $2 million wéscated to postombination compensation expense under
U.S. GAAP. The same was recognized in goodwill under Previous GAAP.

9. Certain deferred tax credits amounting to $3 million recognized under U.S. GAAP were not recognized under Previous
GAAP.

10. Interest acrued on bank deposits amounting to $9 million has been regrouped from cash and cash equivalents to

prepaid expenses and other assets in U.S. GAAP in the above reconciliation.

2.3.2 Reconciliation of equity as at December 31, 2007

(Dollars in millions)

u.s NoteReconciliation Previous
GAAP to GAAP

Previous

GAAP

ASSETS

Cash and cash equivalents $1,93¢ - $1,93¢
Investments in liquid mutual fund units 35 - 35
Trade account receivables, net of allowances 662 - 662

Unbilled revenue 13€ - 13€



Prepaid expenses and other current assets 10E 11 2 107

Property, plant and equipment, net 96¢ 96¢
Goodwill 151 1,45, 2C 171
Intangible assets, net 28 7 (28) -
Deferred tax assets 4C 7,9and 1( 5 45
Advance income taxes 38 - 38
Other assets 45 - 45
Total assets $4,14« $(1) $4,141
LI ABI'LITIES AND STOCKHOLDERSO6 E
Accounts payable $8 - $8
Income taxes payable 76 - 7€
Client depods 3 - 3
Unearned revenue 94 - 94
Other current and necurrent liabilities 32€ land 1l 4 33C
Minority interest - 1 1 1
Stockhol dersé equity
Common stock 64 64
Additional paidin capital 70z 2,3,4.¢ (65) 637
Retained earnings 2,50¢ 2,5,7,¢ 68 2,57¢
Accumulated other comprehensive income 36£1,3,6,7,8,9,1 9) 35€
and 1:
Total stockhol dersoé6 equity 3,63 (6) 3,631
Total Liabilities and Stockhol d $4,14 $(1) $4,14:
Notes:

1. Deferred purchase agreement entered with minority shareholders of Infosys BPO in February 2007 to purchase 360,417
equity shares of Infosys BPO by February 2008, was recognized under U.S. GAAP but was not recognized under
Previous GAAP ashe deferred purchase agreement did not qualify as an investment under the local statutes. This
transaction was accounted as an acquisition of minority interest under U.S. GAAP and consequently goodwill of $5
million was recognized under U.S. GAAP with @rresponding increase in other liabilities of $5 million and decrease
in minority interest by $1 million. Exchange fluctuation of $1 million was recorded consequent to this transaction.

2. Stock compensation expense of $50 million recognized under U.S. @@dRot recognized under Previous GAAP.

3. Translation differences of $2 million arising on income tax benefits on exercise of share options recognized in
additional paidin capital under U.S. GAAP was not recognized under Previous GAAP.

4. Gains from changeis proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to
$11 million recognized in additional paid capital under U.S. GAAP was offset against goodwill under Previous
GAAP.

5. Out of an aggregate fair value of $3 linih relating to Infosys stock options issued to the employees of Infosys BPO in
exchange of stock options held by them, $2 million was allocated tecpuodiination compensation expense under
U.S. GAAP. The same was recognized in goodwill under Previéus G

6. Recovery of Fringe Benefit Tax, including exchange fluctuations on other transactions, amounting to $2 million,
imposed on employee stock options from employees were recognized through equity under U.S. GAAP was recognized
through income under Previs GAAP.

7. Net carrying value of intangible assets amounting to $28 million (translated at the exchange rate in effect on the
reporting date) acquired in business combination and including related deferred tax liabilities of $3 million were
recognized as parately identifiable assets and liabilities under U.S. GAAP have been subsumed in goodwill under
Previous GAAP. Amortization of intangible assets recognized under U.S. GAAP has resulted in a reduction of $11
million in retained earnings when compared tewous GAAP. Exchange fluctuation of $2 million, was recorded in
goodwill consequent to these transactions.

8. Certain gains and losses of $5 million recognized under U.S. GAAP were not recognized under Previous GAAP.

9. Certain deferred tax credits amountiiogbl million recognized under U.S GAAP were not recognized under Previous
GAAP.

10. Effective July 1, 2007, the company amended its Gratuity Plan, to suspend the voluntary defined death benefit
component of the Gratuity Plan. This amendment resultedid aret i on of the companyés proje
amounting to $9 million. This reduction, net of tax effects of $3 million, was recognized in other comprehensive
income under U.S. GAAP. However, under Previous GAAP, the same was recognized underaheliabilities.

11. Miscellaneous transactions amounting to $2 million were recognized in prepaid expenses and other current assets under
Previous GAAP.

12. Interest accrued on bank deposits amounting to $42 million has been regrouped from cash andivedsht®do
prepaid expenses and other assets in U.S. GAAP in the above reconciliation.



2.3.3 Reconciliation of equity as at March 31, 2008

(Dollars in millions)

u.s NoteReconciliation  Previous
GAAP to GAAP
(Audited) Previous (Unaudited)
GAAP
ASSETS
Cash and cash equivalents $2,05¢ - $2,05¢
Investments in liquid mutual fund units 18 - 18
Trade account receivables, net of allowances 824 - 824
Unbilled revenue 12C - 12C
Prepaid expenses and other current assets 107 - 107
Property, plant and equipment, net 1,02z - 1,02
Goodwiill 15C 4,6 and’ 22 17z
Intangible assets, net 25 7 (25) -
Deferred tax assets 68 7 and ¢ 6 74
Advance income taxes 55 - 55
Other assets 45 - 45
Total assets $4,49: $3 $4,49¢
LI ABILI'TIES AND STOCKHOLDERS®?
Accounts payable $1z - $1z
Income taxes payable 101 - 101
Client deposits 1 - 1
Unearned revenue 71 - 71
Other current and necurrent liabilities 397 land! 46E 862
Stockhd der sé Equi ty
Common stock 64 - 64
Additional paidin capital 71€ 2,3,4 and (66) 652
Retained earnings 2,8171,2,6,7 an (385) 2,43
8
Accumulated other comprehensive income 3113,5,7,8 an (11) 30C
9
Tot al stockyhol dersd equ 3,91C (462 3,44¢
Total Liabilities and Stockholders' Equity $4,49: $3 $4,49:

Notes:

1. Liability for dividends (including corporate dividend tax) of $456 million declared after the reporting period, not
recognized under U.S. GAAP, havedn recognized in retained earnings under Previous GAAP.
2. Stock compensation expense of $51 million recognized under U.S. GAAP was not recognized under Previous GAAP.
3. Translation differences of $2 million arising on income tax benefits on exercise & sptons recognized in
additional paidin capital under U.S. GAAP was not recognized under Previous GAAP.
4. Gains from changes in proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to

$11 million recognized in addithal paidin capital under U.S. GAAP was offset against goodwill under Previous

GAAP.

5. Recovery of Fringe Benefit Tax, including exchange fluctuations on other transactions, amounting to $2 million,

imposed on employee stock options from employees weogméed through equity under U.S. GAAP was recognized

through income under Previous GAAP.

6. Out of an aggregate fair value of $3 million relating to Infosys stock options issued to the employees of Infosys BPO in

exchange of stock options held by them, $ilion was allocated to postombination compensation expense under
U.S. GAAP. The same was recognized in goodwill under Previous GAAP.

7. Net carrying value of intangible assets amounting to $25 million (translated at the exchange rate in effect on the
repating date) acquired in business combination and including related deferred tax liabilities of $3 million were
recognized as separately identifiable assets and liabilities under U.S. GAAP have been subsumed in goodwill under
Previous GAAP. Amortization ahtangible assets recognized under U.S. GAAP has resulted in a reduction of $13
million in retained earnings when compared to Previous GAAP. Exchange fluctuation of $4 million, included in

goodwill was recorded consequent to these transactions.

8. Certain gans and losses of $5 million recognized under U.S. GAAP were not recognized under Previous GAAP.
9. Effective July 1, 2007, the company amended its Gratuity Plan, to suspend the voluntary defined death benefit

component of the Gratuity Plan. This amendmensru | t e d

n

a
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compal



amounting to $9 million. This reduction, net of tax effects of $3 million, was recognized in other comprehensive
income under U.S. GAAP. However, under Previous GAAP, the same was mmzbgnier other current liabilities.

2.3.4 Reconciliation of equity as at December 31, 2008

(Dollars in millions)

U.S. GAAF Note Reconciliation Previous

to GAAP
Previous
GAAP
ASSETS
Cash and cash equivalents $1,94¢ - $1,94¢
Investmat in certificates of deposit 41 - 41
Trade account receivables, net of allowances 721 - 721
Unbilled revenue 164 - 164
Prepaid expenses and other current assets 77 - 77
Property, plant and equipment, net 93¢ - 93¢
Goodwiill 12z 3,5and: 22 144
Intangible assets, net 17 6 17) -
Deferred tax assets 84 6,8and! 5 8¢
Advance income taxes 38 - 38
Other assets 49 - 49
Total assets $4,19¢ $1C $4,20¢
LI ABI'LITIES AND STOCKHOLDERSO6 E
Accounts payable $3 - 3
Incometaxes payable 117 - 117
Client deposits 5 - 5
Unearned revenue 87 - 87
Other current and necurrent liabilities 394 8 6 40C
Stockhol dersé Equity
Common stock 64 - 64
Additional paidin capital 73C1,2,3,4 an (68) 662
10
Retaired earnings 3,212 1,5,6,7 an 80 3,29
10
Accumulated other comprehensive income (413, 2,4,6,7, (8) (421,
and ¢
Tot al stockhol dersd equity 3,59: 4 3,597
Total Liabilities and Stockholders' Equity $4,19¢ $1C $4,20¢
Notes:

1. Stock compensatioexpense of $52 million recognized under U.S. GAAP was not recognized under Previous GAAP.

2. Translation differences of $2 million arising on income tax benefits on exercise of share options recognized in
additional paidin capital under U.S. GAAP was notognized under Previous GAAP.

3. Gains from changes in proportionate share of subsidiary resulting from issuance of stock by subsidiary amounting to
$11 million recognized in additional paid capital under U.S. GAAP was offset against goodwill under Pusvio
GAAP.

4. Recovery of Fringe Benefit Tax, including exchange fluctuations on other transactions amounting to $2 million,
imposed on employee stock options from employees were recognized through equity under U.S. GAAP was recognized
through income under Rieus GAAP.

5. Out of an aggregate fair value of $3 million relating to Infosys stock options issued to the employees of Infosys BPO in
exchange of stock options held by them, $2 million was allocated tecpodiination compensation expense under
U.S. GAAP.The same was recognized in goodwill under Previous GAAP.

6. Net carrying value of intangible assets amounting $17 million (translated at the exchange rate in effect on the reporting
date) acquired in business combination and including related deferradbtifiids of $3 million were recognized as
separately identifiable assets and liabilities under U.S. GAAP have been subsumed in goodwill under Previous GAAP.
Amortization of intangible assets recognized under U.S. GAAP has resulted in a reduction dflié20mretained
earnings when compared to Previous GAAP. Exchange fluctuation of $3 million was recorded in goodwill consequent
to these transactions.



7. Certain gains and losses of $5 million recognized under U.S. GAAP were not recognized under BreARus
8. Effective July 1, 2007, the company amended its Gratuity Plan, to suspend the voluntary defined death benefit
This amendment resul ted
amounting to $9 millia. This reduction, net of tax effects of $3 million, was recognized in other comprehensive
income under U.S. GAAP. However, under Previous GAAP, the same was recognized under other current liabilities.
The unamortized amount as at December 31, 2008, waml&6n.
9. Certain deferred tax credits amounting to $1 million recognized under U.S. GAAP were not recognized under Previous

component of

GAAP.

t he

Gratuity

Pl

an.

10. Fringe benefit tax expense of $1 million recognized under U.S. GAAP was not recognized under Previous GAAP.

2.3.5 Reconcihtion of net income for the three months ended December 31, 2007

(Dollars in millions)

U.S. GAAF NoteReconciliation Previous
to GAAP

Previous

GAAP
Revenues $1,08¢ - $1,08¢
Cost of revenues 62¢ - 62¢
Gross profit 45k - 45k
Selling and marketing expenses 52 - 52
General and administrative expenses 89 - 89
Amortization of intangible assets 2 1 (2) -
Total operating expenses 14z (2) 141
Operating income 31z 2 314
Other inome, net 4C - 4C
Income before income taxes 352 2 354
Provision for income taxes 42 - 42
Net income $31( $2 $31:

Notes:

1. Intangible assets acquired in business combination were recognized as separately iderdffeblehave been
subsumed in goodwill under Previous GAAP. Consequently, amortization expenses of $2 million pertaining to such
intangible assets recognized under U.S. GAAP were not recognized under Previous GAAP.

2.3.6 Reconciliation of net income for th@ine months ended December 31, 2007

(Dollars in millions)

U.S. GAAF NoteReconciliation  Previous
to GAAP

Previous

GAAP
Revenues $3,03¢ - $3,03¢
Cost of revenues 1,78¢ 1 (1) 1,78¢
Gross profit 1,24¢ 1 1,24¢
Selling andmarketing expenses 174 1 (2) 17z
General and administrative expenses 24¢ - 24¢
Amortization of intangible assets 6 2 (6) -
Total operating expenses 42¢ (7) 41€
Operating income 822 8 83C
Other income, net 140 - 14C
Income before income taxes 962 8 97C
Provision for income taxes 11€ - 11¢€
Net income $84¢ $8 $852

Notes:



1. Stock compensation expense of $2 million, included in cost of revenues and selling and marketingsexpens
recognized under U.S. GAAP was not recognized under Previous GAAP. The stock compensation expense included in
general and administrative expenses was not material.

2. Intangible assets acquired in business combination were recognized as separatdigbideatisets have been
subsumed in goodwill under Previous GAAP. Consequently, amortization expenses of $6 million pertaining to such
intangible assets recognized under U.S. GAAP were not recognized under Previous GAAP.

2.3.7 Reconciliation of net incoméor the year ended March 31, 2008

(Dollars in millions)

u.s NoteReconciliation Previous
GAAP to GAAP
(Audited) Previous (Unaudited)

GAAP
Revenues $4,17¢ - $4,17¢
Cost of revenues 2,45° 1 (1) 2,452
Gross profit 1,72¢ 1 1,72¢
Seling and marketing expenses 23C 1 (2) 22¢
General and administrative expenses 334 1 (2) 33¢
Amortization of intangible assets 8 2 (8) -
Total operating expenses 572 (10) 562
Operating income 1,151 11 1,162
Other income, net 17t - 17¢
Income before income taxes 1,32¢ 11 1,337
Provision for income taxes 171 - 171
Net income $1,15¢ $11 $1,16¢

Notes:

1. Stock compensation expense of $3 million, included in cost of revenues, selling and marketing expkgseasral
and administrative expenses $1 million each, recognized under U.S. GAAP was not recognized under Previous GAAP.
2. Intangible assets acquired in business combination were recognized as separately identifiable assets under U.S. GAAP
have been submed in goodwill under Previous GAAP. Consequently, amortization expenses of $8 million pertaining
to such intangible assets recognized under U.S. GAAP were not recognized under Previous GAAP.

2.3.8 Reconciliation of net income for the three months endedeBember 31, 2008

(Dollars in millions)

U.S. GAAF NoteReconciliation  Previous
to GAAP

Previous

GAAP
Revenues $1,17: - $1,17:
Cost of revenues 661 land: (2) 65¢
Gross profit 51C 2 512
Selling and marketing expenses 55 55
Generl and administrative expenses 82 82
Amortization of intangible assets 2 3 (2) -
Total operating expenses 13¢ (2) 137
Operating income 371 4 37¢
Other income, net 7 - 7
Income before income taxes 37¢ 4 382
Provision for income taxes 48 - 48
Net income $33(C $4 $33¢

Notes:



1. Stock compensation expense of $1 million, included in cost of revenues recognized under U.S. GAAP was not
recognized under Previous GAAP. The stock compensation expense included in selling and naaritegameral and
administrative expenses was not material.

2. Fringe benefit tax expense of $1 million, included in cost of revenues, recognized under U.S. GAAP was not
recognized under Previous GAAP.

3. Intangible assets acquired in business combination weregnized as separately identifiable assets have been
subsumed in goodwill under Previous GAAP. Consequently, amortization expenses of $2 million pertaining to such
intangible assets recognized under U.S. GAAP were not recognized under Previous GAAP.

2.39 Reconciliation of net income for the nine months ended December 31, 2008

(Dollars in millions)

U.S. GAAF NoteReconciliation Previous
to GAAP

Previous

GAAP
Revenues $3,54. - $3,54.
Cost of revenues 2,04¢ land: (2) 2,04¢
Gross profit 1,494 2 1,49¢
Selling and marketing expenses 184 - 184
General and administrative expenses 26E - 26E
Amortization of intangible assets 7 3 (7) -
Total operating expenses 45€ (7) 44¢
Operating income 1,03¢ 9 1,045
Other income, net 5C - 5C
Income before income taxes 1,08¢ 9 1,097
Provision for income taxes 134 - 134
Net income $95¢ $9 $96:

Notes:

1. Stock compensation expense of $1 million, included in cost of revenues recognized under U.S. GAAP was not
recognized underrBvious GAAP. The stock compensation expense included in selling and marketing and general and
administrative expenses was not material.

2. Fringe benefit tax expense of $1 million, included in cost of revenues, recognized under U.S. GAAP was not
recognizedunder Previous GAAP.

3. Intangible assets acquired in business combination were recognized as separately identifiable assets have been
subsumed in goodwill under Previous GAAP. Consequently, amortization expenses of $7 million pertaining to such
intangible asets recognized under U.S. GAAP were not recognized under Previous GAAP.

2.4 Cash and cash equivalents
Cash and cash equivalents were as follows:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Cash and bank deposits $1,73¢ $1,7F
Deposits with corporations 21C 321
$1,94¢ $2,05¢

Cash and cash equivalents as of December 31, 2008 and March 31, 2008 include restricted cash balances of $1 million each. The

restrictions are primarily on account of unclaimed dividends.

The depsits maintained by the Group with corporations comprise of time deposits, which can be withdrawn by the Group at any

point without prior notice or penalty on the principal.



(Dollars in millions)

As of

December March 31,
31, 2008 200¢

Current accounts
ABN Amro Bank, China $3 $2
Bank of America, Mexico 1 2
Bank of America, USA 37 81
Citibank N.A., Australia 5 8
Citibank N.A., Czech Republic - 2
Citibank N.A., Japan - 1
Deutsche Bank, India 11 1C
Deutsche Bank, Poland 2 3
Deutsche Bank, Thailand 1 1
Deutsche BarHEEFC account in Euro, India 3 8
Deutsche BanlEEFC account in Swiss Franc, India - 3
Deutsche BarEEFC account in United Kingdom Pound Sterling, India 9 4
Deutsche BanHEEFC account in US dollars, India 3 32
Deutsche Bank, Belgium 2 1
Deutsche Bank, France 1 -
Deutsche Bank, Germany 1 1
Deutsche Bank, Netherlands - 1
Deutsche Bank, Spain - 1
Deutsche Bank, UK 9 1¢
Deutsche Bank, Switzerland 1 -
HSBC Bank, UK 1 1
ICICI Bank, India 8 6
ICICI Bank-EEFC account in Euro, India - 1
ICICI Bank-EEFC account in United Kingdom Pound Sterling, India 1 1
ICICI Bank-EEFC account in U8ollars, India 2 4
National Australia Bank , Australia 5 25
Royal Bank of Canada, Canada 2 3
$10¢ $221

Deposit accounts
ABN Amro Bank, India 2€ -
Axis Bank, India - 63
Bank of Baroda, India 107 12t
Bark of India, India - 12t
Bank of Maharashtra, India 103 97
Barclays Bank, India 3C 7t
Canara Bank, India 114 2¢
Citibank N.A., Czech Republic 1 -
Corporation Bank, India 9C 11C
DBS Bank, India 9 -
HDFC Bank,India 59 112
HSBC Bank, India 10E 63
ICICI Bank, India 8 25€
IDBI Bank, India 103 12t
ING Vysya Bank, India 1C 5
National Australia Bank, Australia 43 38
Punjab National Bank, India 114 6
Standard ChartedeBank, India 54 -
State Bank of India, India 41% 25C
State Bank of Mysore, India 10z -
Syndicate Bank, India 107 -
The Bank of Nova Scotia, India 31 37
$1,63( $1,51¢

Deposits with corporations

HDFC Limited, India $21( $25(
GE Capital Services India Limited, India - 71
21C 321




Total $1,94¢ $2,05¢

2.5 Certificates of deposit

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
ICICI Bank, India $21 -
Punjab National BanknHia 2C -
Total $41 -

2.6 Business combinations

On April 1, 2008, Infosys Australia acquired 100% of the equity shares of Mainstream Software Pty Limited for a cash
consideration of $3 million, of which $1 million is yet to be paid. Consequent to dhissition, intellectual property rights
amounting to $3 million have been recorded and are being amo
the useful life of the asset.

On October 1, 2007, Infosys BPO acquired 100% of the eghigyes of Hrinancial Services Holding B.V. This business
acquisition was conducted by entering into a Sale and Purchase Agreement with Koninklijke Philips Electronics N.V.&Philips),
company incorporated under the laws of the Netherlands, for acquimnghared service centers of Philips for finance,
accounting and procurement business in Poland, Thailand and India for cash consideration of $27 million, of which $1 million
was paid during the nine months ended December 31, 2008. The acquisitioaraf Badl India centers were consummated on
October 1, 2007 and Thailand center on December 3, 2007.

The purchase price has been allocated based on management ds

(Dollars in millions)

Acqui
Component carrying Fair valuePurchaseprice
amount adjustments allocatec
Property, plant and equipment $3 - $3
Net current assets 4 - 4
Deferred income tax liabilities - (2) (2)
Intangible asset€ustomer contracts - 11 11
$7 $1C $17
Goodwill 1C
Total purchase price $27
The amount of cash acquired from the above business acquisition was not material.
The contract strengthens I nfosys BPOG6s presence in nHurope an

consequently, the excess of the purchase consideration paid over the fair value of assets acquired has been attrisuted toward
goodwill. The identified intangible customer contracts are being amortized over a period of seven years, being management's
edimate of the useful life of the asset.

2.7 Prepayments and other assets
Prepayments and other assets consist of the following:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢

Current
Rental deposits $7 $6



Security deposita/ith service providers 6 8
Loans to employees 24 27

Prepaid expenses 4 8
Interest accrued and not due 3 47
Withholding taxes 27 3
Advance payments to vendors for supply of goods 4 3
Other assets 2 5
$77 $107%

Non-current
Loans to employes $1 $2
Deposit with corporation 48 4C
Prepaid gratuity benefit - 3
$4< $4E
$12¢€ $152
Financial assets in prepayments and other assets $12( $13¢€

Withholding taxes primarily consist of input tax credits. Other assets primarily represent agegnuents to vendors for
rendering of services, travel advances and other recoverable from customers. Security deposits with service providers relate
principally to leased telephone lines and electricity supplies.

Deposit with corporation represents amodaposited to settle employee benefit obligations as and when they arise during the
normal course of business.

2.8 Property, plant and equipment
Property, plant and equipment consist of the following as of December 31, 2008:

(Dollars in millions)
GrossAccumulated  Carrying

carrying depreciation value
value

Land $5€ - $5¢€
Buildings 541 (200 441
Plant and machinery 23C (105] 12t
Computer equipment 258 (200 53
Furniture and fixtures 152 (79) 73
Vehicles 1 - 1
Capitalwork-in-progress 18¢ - 18¢
$1,422 $(484 $93¢

Property, plant and equipment consist of the following as of March 31, 2008:

(Dollars in millions)
GrossAccumulated  Carrying

carrying depreciation value
value

Land $57 - $57
Buildings 489 (94) 39t
Plant and machinery 217 (104 11z
Computer equipment 26¢ (211 58
Furniture and fixtures 154 (86) 68
Vehicles 1 Q) -
Capital workin-progress 331 - 331
$1,51¢ $(496 $1,02:

Following are the changes in the carrying value opprty, plant and equipment for the three months ended December 31, 2008:

(Dollars in millions)




Capital

Plant and Computer Furniture work-in-

Land Buildings machinery equipmeniand fixtures  Vehicles  progress Total
Carrying value as at
October 1,2008 $57 $381 $10¢ $47 $6C $1 $29¢ $94¢
Translation differences 1) (20) 6) - - - 4) (31)
Additions - 89 3C 21 20 - (102 58
Depreciation - (9) (7) (15) (7) - - (38)
Carrying value as at
December 31, 2008 $5€ $441 $12¢ $52 $7% $1 $18¢ $93¢

Following are the changes in the carrying value of property, plant and equipment for the nine months ended December 31, 2008:

(Dollars in millions)

Capital
Plant and Computer Furniture work-in-
Land Buildings machinery equipmeniand fixtures  Vehicles  progress Total
Carrying value as at
April 1, 2008 $57 $39¢ $11s $5¢ $6€ - $331 $1,02:
Translation differences (20) (80) (24) (13) (12) - (53) (192
Additions 9 151 64 52 38 1 (89) 22¢
Depreciaibn - (25) (28) (44) (21) - - (118;
Carrying value as at
December 31, 2008 $5€ $441 $12¢ $5¢ $7¢ $1 $18¢ $93¢

Following are the changes in the carrying value of property, plant and equipment for the three months ended December 31, 2007

(Dollars in millions)

Capital
Plant and Computer Furniture work-in-
Land Buildings machinery equipmeniand fixtures  Vehicles  progress Total
Carrying value as at
October 1, 2007 $44 $32¢ $9€ $5€ $5¢ $1 $32¢ $91<4
Translation differences 1 4 1 1 1 - 2 11
Acquisition through
A 9 - - - 3 - - - 3
business combination
Additions 13 37 9 13 8 - @) 79
Depreciation - (8) (9) (16) (6) - - (39)
Carrying value as at
December 31, 2007 $5¢ $362 $97 $57 $62 $1 $331 $96¢

Following are the changes in the carrying value of property, plant and equipment for the nine months ended December 31, 2007:

(Dollars in millions)

Capital
Plant and Computer Furniture work-in-
Land Buildings machinery equipmentand fixtures  Vehicles  progress Total
Carrying value as at $4C $27¢ $8E $5¢ $51 - $22¢ $73¢
April 1, 2007
Translation differences 4 29 7 6 6 1 22 75
Acquisition through ) ) ) 3 ) ) ) 3
business combinatio
Additions 14 75 3C 35 23 - 85 262
Depreciation - (21) (25) (46) (18) - - (110
Carrying value as at
December 31, 2007 $5¢ $362 $97 $57 $62 $1 $331 $9%68

Following are the changes in the carrying value of property, plant and equipment for the year ended March 31, 2008:



(Dollars in millions)

Capital
Plant and Computer Furniture work-in-
Land Buildings machinery equipmeniand fixtures  Vehicles progress Total
Carrying value as at $4C $27¢ $8E $5¢ $51 - $22¢ $73¢
April 1, 2007
Translation differences 2 22 6 5 5 - 17 57
Acquisition through - - - 3 - - - 3
business combination
Additions 15 122 57 52 37 - 9C 373
Depreciation - (28) (35) (61) (25) - - (149
Carrying value as at
March 31, 2008 $57 $39¢ $11: $5¢ $6¢ = $331 $1,02:

Carrying value of land includes $21 million and $25 million as at December 31, 2008 and March 31, 2008, respectively, towards
deposits paid under certaieasecumsale agreements to acquire land. In accordance with the terms of these agreements, the
company has an option to purchase the properties on expiry of the lease period. The company has already paid 99%tof the marke
value of the properties exisgrat the time of entering into the leaaemsale agreements with the balance payable at the time of
purchase.

The contractual commitments for capital expenditure were $103 million and $166 million as of December 31, 2008 and March
31, 2008, respectively.

2.9 Goodwill and intangible assets
Following is a summary of changes in the carrying amount of goodwill:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Carrying value at the beginning $17¢ $152
Goodwill recognized on acquisitioRéfer Note 2.6) - 1C
Translation differences (32) 12
Carrying value at the end $14: $17¢

Goodwill has been allocated to the cash generating units (CGU), identified to be the operating segments as follows:

(Dollars in millions)

Segment As of
Decemier March 31,
31, 200! 200¢
Financial services $5€ $67
Manufacturing 18 26
Telecom 3 3
Retail 4€ 5€
Others 18 22
Total $14: $17¢

The entire goodwill relating to Infosys BPO's acquisition of business during the year ended March 31, 2008, il aie to
the 'Manufacturing' segment.

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to the CGU which age operatin
segments regularly reviewed by the chief operating decision maker to make dedismiahsesources to be allocated to the
segment and to assess its performance.



The recoverable amount of a CGU is the higher of its fair value less cost to sell and HgswmeasThe fair value of a CGU is
determined based on the market capitalizatidre Faluein-use is determined based on specific calculations. These calculations

use pretax cash flow projections based on financial budgets approved by management and average of the range of each
assumption mentioned below. As at March 31, 2008, thenatd recoverable amount of the CGU exceeded its carrying
amount. The recoverable amount was computed based on the fair value being higher thiarugal@ad the carrying amount

of the CGU was computed by allocating the net assets to operating sefpnehts purpose of impairment testing. The key
assumptions used for the calculations are as follows:

In %
Growth rate 15%-20%
Operating margins 20%-26%
Discount rate 13.3%

Following is a summary of changes in the carrying amount of intangible:assets

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Gross carrying value at the beginning $1z - $11 - -
Customer contracts acquired (Refer Note 2.6) - 11 - 11 11
Intellectual property rights acquired (Refer Note 2.6) - - 3 - -
Translation differences 1) - 3) - -
Gross carrying value at the end $11 $11 $11 $11 $11
Accumulated amortization at the beginning @) - - - -
Amortization expense 1) - 2 - -
Accumulated amortization at the end $(2) - $(2) - -
Net carrying value $9 $11 $9 $11 $11

The identified intangible customer contracts are being amortized over a period of seven years and the intellectuaigbtsperty r
are being amortized ev a period of two years, being management's estimate of the useful life of the respective assets. As of
December 31, 2008, the customer contracts and intellectual property rights have a remaining amortization period airgix years
one year, respectively

The aggregate amortization expense included in cost of sales, for the three months and nine months ended December 31, 2008
was $1 million and $2 million, respectively. For the three months and nine months ended December 31, 2007 and year ended
March 31,2008, the aggregate amortization expense was not material.

Research and development expenses recognized in the income statement were $18 million and $11 million, $40 million and $38
million and $50 million, for the three months ended December 31, 200807 nine months ended December 31, 2008 and
2007 and year ended March 31, 2008, respectively.

2.10 Financial instruments
Financial instruments by category
The financial instruments by categories as at December 31, 2008 were as follows:

(Dollars in millions)

Loans anc Financial Available Trade and Total
receivableassets/liabilitie: for sale other
at fair value payables
through
profit and loss
Assets:
Cash and cash equivalents $1,94¢ - - - $1,94¢

Available-for-sale financial asset - - - - -



Investments in certificates of deposit 41 41

Investments in nomarketable equity securities - - 2 - 2
Accumulated impairment on investment in roarketable - - (2 - 2)
equity securities

Trade receivables 721 - - - 721
Unbilled revenue 164 - - - 164
Prepayments and other assets (Refer Note 2.7) 12C - - - 12C
Total $2,99: - - - $2,99¢
Liabilities:

Trade payables - : : $3 $3
Derivative financial instruments - 43 - - 43
Client deposits - - - 5 5
Employee benefibbligations (Refer Note 2.11) - - - 68 68
Other current liabilities (Refer Note 2.13) - - - 26€ 26€
Total - $4z - $344 $387

The financial instruments by categories as at March 31, 2008 were as follows:

(Dollars in millions)

Loans anc Financial Available Trade and Total
receivableassets/liabilities  for sale other
at fair value payable:
through
profit and loss

Assets:
Cash and cash equivalents $2,05¢ - - - $2,05¢
Available-for-sale financial assets - - 18 - 18
Investments in on-marketable equity securities - - 3 - 3
Accumulated impairment on investment in Aroarketable - - 3) - 3
equity securities
Trade receivables 824 - - - 824
Unbilled revenue 12C - - - 12C
Prepayments and other assets (Refer Note 2.7) 13€ - - - 13€
Total $3,13¢ - $1€ - $3,15¢
Liabilities:
Trade payables - - - $1z $1z
Derivative financial instruments - 29 - - 2¢
Client deposits - - - 1 1
Employee benefit obligations (Refer Note 2.11) - - - 64 64
Other current liabilities (ReféMote 2.13) - - - 291 291
Total = $2¢ = $36¢ $397

Derivative financial instruments

The company uses derivative financial instruments such as foreign exchange forward and option contracts to mitigate the risk
changes in foreign exchange rates rawlé receivables and forecasted cash flows denominated in certain foreign currencies. The
counterparty for these contracts is generally a bank or a financial institution. The following table gives details irofrespect
outstanding foreign exchange forwandd option contracts:

(In millions)
As of

Decembe March 31,
31, 200! 200¢

Forward contracts
In Dollars 25t 58¢€
In Euro 2C 15
In United Kingdom Pound Sterling 14 3
In Australian Dollars 3 -

Option contracts



Range barrier options iDollars 27C 10C

Range barrier options in United Kingdom Pound Sterling - 8
Euro accelerator in Euro - 12
Euro forward extra in Euro - 5

The company recognized a net loss on derivative financial instruments of $28 million and $144 million foretheotities and

nine months ended December 31, 2008, respectively, and a net gain on derivative financial instruments of $5 millioipr$60 mill
and $26 million during the three months and nine months ended December 31, 2007 and year ended March 31, 2008,
regpectively, on financial liabilities at fair value through profit or loss, which are included in other income.

The foreign exchange forward contracts and options mature between 1 to 12 months. The table below analyzes the derivative
financial instrumentsnito relevant maturity groupings based on the remaining period as at the balance sheet date:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Not later than one month $9C $1¢
Later than one month and not later than three months 24k 316
Later than three months and not later than one year 23¢ 422
$57¢ $757

Income from financial assets or liabilities that are not at fair value through profit or loss is as follows:

(Dollars in millions)
Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Interest income $4€ $4c $13¢ $12¢ $16¢
Income from availabléor-sale financial assets - - - 1 2
$4€ $4z $13¢ $12¢ $171

Financial risk management
Financial risk factors

The company's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The company’
primary focus is to foresee the unpredictability of financial markets and seek to minimize potential adverse effeatamnciats f
performance. The primary market risk to the company is foreign exchange risk. The company uses derivative financial
instruments to mitigate foreign exchange related risk exposures. The company's exposure to credit risk is influenced mainly b
theindividual characteristic of each customer and the concentration of risk from the top few customers. The demographics of the
customer including the default risk of the industry and country in which the customer operates also has an influentesin credi
assessment.

Market Risk

The company operates internationally and a major portion of the business is transacted in several currencies and ctivesequently
company is exposed to foreign exchange risk through its sales and services in the United Stdsesvaark, and purchases

from overseas suppliers in various foreign currencies. The company uses derivative financial instruments such as foreign
exchange forward and option contracts to mitigate the risk of changes in foreign exchange rates on tvab&eseand
forecasted cash flows denominated in certain foreign currencies. The exchange rate between the rupee and foreignasurrencies h
changed substantially in recent years and may fluctuate substantially in the future. Consequently, the resalte ofigha ny 6 s
operations are adversely affected as the rupee appreciates/ depreciates against these currencies.

The following table gives details in respect of the outstanding foreign exchange forward and option contracts:

(Dollars in millions)




As of
Decembe March 31,

31, 200! 200¢
Aggregate amount of outstanding forward and option contracts $57¢ $757
Losses on outstanding forward and option contracts $4: $2¢

The outstanding foreign exchange forward and option contracts as at December 3In208Bch 31, 2008 mature between
one to twelve months.

The following table analyzes foreign currency risk from financial instruments as at December 31, 2008:

(Dollars in millions)

U.S dollars Euro United Other Total
Kingdom currencies

Pound

Sterling
Cash and cash equivalents $4€ $9 $2C $5¢ $13¢
Trade receivables 467 63 111 69 71C
Unbilled revenue 7C 11 23 12 11€
Prepayments and other assets 124 5 6 9 144
Trade payables - @) - 2 3)
Client deposits (5) - - - 5)
Unearned revenue (40) (13) (8) 9) (70)
Other liabilities (271 (73) (13) (20) (377
$39: $1 $13¢ $117 $65(

For the three months ended December 31, 2008 and 2007 and year endedIMa6gi8 3every percentage point depreciation/
appreciation in the exchange rate between the Indian rupee and the U.S. dollar, has affected the company's operabyg margins
approximately 0.4%, 0.4% and 0.5%, respectively.

For the nine months ended DecemB&, 2008 and 2007 and year ended March 31, 2008, every percentage point depreciation/
appreciation in the exchange rate between the Indian rupee and the U.S. dollar, has affected the company's operabigyg margins
approximately 0.4%, 0.4% and 0.5%, resdtpely.

Sensitivity analysis is computed based on the changes in the income and expenses in foreign currency upon conversion into
functional currency, due to exchange rate fluctuations between the previous reporting period and the current reporting period

Credit Risk

Credit risk refers to the risk of default on its obligation by the counterparty resulting in a financial loss. The maximsumeex

to the credit risk at the reporting date is primarily from trade receivables amounting to $721 million2dnchii®n, as at
December 31, 2008 and March 31, 2008, respectively. Trade receivables are typically unsecured and are derived from revenue
earned from customers primarily located in the United States. Credit risk is managed through credit apprblialsngsteedit

limits and continuously monitoring the creditworthiness of customers to which the company grants credit terms in the normal
course of business.

The following table gives details in respect of percentage of revenues generated from toprcastbtop five customers:

(In %)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Revenue from top customer 6.2 9.t 7.2 8.7 9.1
Revenue from top five customers 17.2 21.€ 18.2 20.€ 20.¢

Financial assets that are neither past due nor impaired



Cash and cash equivalents and investments in certificates of deposit are neither past due nor impaired. Cash andecash equival

include deposits with banks and corporations with highicratings assigned by international and domestic cratlitg

agencies. Of the total trade receivables $407 million as at December 31, 2008 and $478 million as at March 31, 2008 comprises

companies with a good collection track record and were neithedpasor impaired.

Financial assets that are past due but not impaired

There is no other class of financi al assets that i glit past
period generally ranges from 3% days. The age awals of the trade receivables have been considered from the date of the

invoice. The age wise break up of trade receivables, net of allowances that are past due, is given below:

(Dollars in millions)

As of
Period (in days) Decembe March 31,
31, 200! 200¢
311 60 $21¢ $24¢
611 90 $6€ $3C
More than 90 $2¢ $6€

The allowance for impairment in respect of trade receivables for the three months ended December 31, 2008 and 2007, nine
months ended December 31, 2008 and 2007 and year ended March&®a2082 million and $4 million, $12 million and $9
million and $11 million, respectively. The movement in the allowance for impairment in respect of trade receivables is as

follows:

(Dollars in millions)
Three months ended  Nine months enc&td  Year endec
December 31, December 31, March 31,
200¢ 2007 200¢ 2007 200¢
Balance at the beginning $17 $1C $1C $5 $5
Impairment loss recognized 2 4 12 9 11
Trade receivables written off - (2) 3) (2) (6)
Balance at the end $1¢ $12 $1¢ $12 $1C

Liquidity Risk

As of December 31, 2008, the company had a working capital of $2,393 including cash and cash equivalents of $1,948 million
and investment in certificates of deposit of $41 million. As of March 31, 2008, the company had a working capital of $2,565
million including cash and cash equivalents of $2,058 million and investment in avédieblde financial assets of $18 million.

As of December 31, 2008 and March 31, 2008, the company had no outstanding bank borrowings and accordingly, no liquidity

risk is perceived.

The table below provides details regarding the contractual maturities of significant financial liabilities as at Dece?di@: 31,

(Dollars in millions)

Particulars Lessthan: 1-2years 2-4years Total
year

Trade payables $3 R - $3

Client deposits 5 - - 5

Incentive accruals (Refer Note 2.11) - 5 6 11

Other current liabilities $27¢ - - $27¢

The table below provides details regarding the contractual maturities of significant financial liabilities as at Mar6B8:31, 20

(Dollars in millions)

Particulars Lessthan: 1-2years 2-4years Total
year

Trade payables $12 - - $12

du



Client deposits 1 - - 1
Incentive accruals (Refer Note 2.11) 5 5 6 1€
Other current liabilities $291 - - $291

2.11 Employee benefit obligations
Employee benefit obligations comprise the following:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Current

Compensated absence $14 $3C
Incentive accruals > 5
$14 $3t

Non-current
Compensated absence $4: $1¢
Incentve accruals 11 11
$54 $2¢
$6€ $64

2.12 Provisions
Provisions comprise the following:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Provision for post sales client support $1E $12

Provision for post sales client suppoepresent cost associated with providing sales support services which are accrued at the
time of recognition of revenues and are expected to be utilized over a period of 6 months to 1 year.

The movement in the provision for post sales client suppas fellows:

(Dollars in millions)
Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Balance at the beginning $12 $7 $12 $5 $E
Provision recognized 3 4 4 5 12
Provision utilized - = (2) 1 (4)
Balance at the end $1¢ $11 $1& $11 $1:

2.13 Other current liabilities
Other current liabilities comprise the following:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Accrued compensation to employees $8C $11¢

Accrued expenses 11¢ 10z



Withholding taxes payable

Retainage

Unamortized negative past service cost
Others

Financial liabilities included in other current liabilities

57 54
1C 13

6 9

3 4
$27¢ $30(
$26¢ $291

Accrued expenses primarily relates tostof technical sugontractors, telecommunication charges, legal and professional
charges, brand building expenses, overseas travel expenses and office maintenance. Others consist of unclaimed dividends and

amount payable towards acquisition of business.

2.14 Expenses by nature

(Dollars in millions)

Three months ended

Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Employee benefit costs (Refer Note 2.15.4) $607 $56¢ $1,85¢ $1,61¢ $2,21¢
Depreciation and amortization charges(Refer Note 2.8 and 39 39 12C 11C 14¢
Traveling costs 42 47 152 141 177
Consultancy and professional charges 33 29 11C 91 114
Cost of software packages 15 19 55 46 56
Communication costs 14 16 45 41 52
Power and fuel 8 8 25 23 3C
Repairs and maintenance 13 13 4C 35 45
Commission 2 1 5 16 16
Branding and marketing expenses 3 5 17 17 14
Provision for poskales client support (Refer Note 2.12) 3 4 4 5 12
Allowance for doubtful accounts (Refer Note 2.10) 2 4 12 9 11
Operating lease payments (Refer Note 2.18) 6 6 19 15 22
Others 11 15 3€ 42 101
Total cost of sales, selling and marketing expenses and $79¢ $77( $2,49¢ $2,20¢ $3,01°

administrative expenses

2.15 Employee benefits

2.15.1 Gratuity

The following tables set out the funded status of the gratuity plans and the amounts recognized in the company's financial

statements as at December 31, 2008 and March 3&; 200

(Dollars in millions)

As of
Decembe March 31,
31, 200i 200¢
Change in benefit obligations
Benefit obligations at the beginning $5€ $51
Actuarial (gains)/ losses 1 2)
Service cost 9 14
Interest cost 2 4
Benefits paid (4) (6)
Plan anendments = 9)
Translation differences (11) 4
Benefit obligations at the end $52 $5€
Change in plan assets
Fair value of plan assets at the beginning $5¢ $51
Expected return on plan assets 2 4
Actuarial gains 1 1
Employer contributions 6 4



Benefits paid (4) (6)
5

Translation differences (11)

Fair value of plan assets at the end $53 $5¢
Funded status - $3
Prepaid benefit = $3

Net gratuity cost for the three months and nine months ended December 31, 2008 and 2007 and year ended M8ch 31, 20
comprises the following components:

(Dollars in millions)
Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Service cost $5 $3 $9 $8 $14
Interest cost - 1 2 3 4
Expected retrn on assets - Q) 2) 3) 4)
Actuarial gains - - - 1) 3)
Plan amendments - (1) (1) (1) (1)
Net gratuity cost $5 $2 $8 $6 $1C

The net gratuity cost has been apportioned between cost of sales, selling and marketing expenses and adminiesesivaexpe
the basis of number of employees as follows:

(Dollars in millions)
Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Cost of sales $4 $2 $7 $5 $9
Selling and marketing expeses 1 - 1 1 1
Administrative expenses - - - - -
$5 $2 $8 $€ $1C

Effective July 1, 2007, the company amended its Gratuity Plan, to suspend the voluntary defined death benefit compmonent of th
Gratuity Plan. This amendment resulted in a negativegeasice cost amounting to $9 million, which is being amortized on a
straightline basis over the average remaining service period of employees which is 10 years. The unamortized negative past
service cost of $6 million as at December 31, 2008 has beadéutlinder other current liabilities.

The weighteeaverage assumptions used to determine benefit obligations as of December 31, 2008 and March 31, 2008 are set
out below:

As of
Decembe March 31,
31, 200t 200¢
Discount rate 5.3% 7.9%
Rate of incease in compensation levels 5.1% 5.1%

The weighteeaverage assumptions used to determine net periodic benefit cost for the three months and nine months ended
December 31, 2008 and 2007 and year ended March 31, 2008 are set out below:

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Discount rate 7.9% 8.0% 7.9% 8.0% 8.0%
Rate of increase in compensation levels 5.1% 5.1% 5.1% 5.1% 5.1%

Rate of return on plan assets 7.9% 8.0% 7.9% 8.0% 8.0%




The company contributes all ascertained liabilities towards gratuity to the Infosys Technologies Limited Employees' Gratuity
Fund Trust. In case of Infosys BPO, contributions are made to the Infosys BPO Employees' Gratuity Fund Trust. Trustees
admhister contributions made to the trust and contributions are invested in specific designated instruments as permitted by
Indian law and investments are also made in mutual funds that invest in the specific designated instruments. As of Recember 3
2008 aml March 31, 2008, all of the plan assets are invested in debt securities. Actual return on assets for the three months ended
December 31, 2008 was not material whereas the actual return on assets for the three months ended December 31, 2007 was $1
million. Actual return on assets for the nine months ended December 31, 2008 and 2007 and year ended March 31, 2008 was $3
million, $4 million and $5 million, respectively.

The company assesses these assumptions with its projectetbrionglans of growth and pralent industry standards. The
company's overall expected loterm rateof-return on assets has been determined based on consideration of available market
information, current provisions of Indian law specifying the instruments in which investments caadee and historical

returns. Historical returns during the three months ended December 31, 2008 and 2007, nine months ended December 31, 2008
and 2007 and year ended March 31, 2008 have not been lower than the expected rate of return on plan asse:foetivse

years. The discount rate is based on the government securities yield.

Assumptions regarding future mortality experience are set in accordance with the published statistics by the Life Insurance
Corporation of India.

The company expects torunibute approximately $3 million to the gratuity trusts during fiscal 2009.
2.15.2 Superannuation

The company contributed $3 million and $2 million to the superannuation plan during the three months ended December 31,
2008 and 2007, $9 million and $8 fiwh during the nine months ended December 31, 2008 and 2007 and $11 million for the
year ended March 31, 2008. Since fiscal 2008, a substantial portion of the monthly contribution amount has been paid directly
the employees as an allowance and a ndramaunt has been contributed to the plan.

Superannuation contributions have been apportioned between cost of sales, selling and marketing expenses and administrative
expenses on the basis of number of employees as follows:

(Dollars in millions)
Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Cost of sales $3 $2 $8 $7 $1C

Selling and marketing expenses - - 1 1 1

Administrative expenses - - - - -

$3 $2 $9 $8 $11

2.15.3 Provident fund

The company has an obligation to fund any shortfaltsoon the vy

an annual basis. These administered rates are determined annually predominantly considering the social estbeortiian

factors and in most cases the actual return earned by the company has been higher in the past years. In the absknce of reliab
measures for future administered rates and due to tthe | ack
inability to determine the actuarial valuation for such provident fund liabilities. Accordingly, the company is unabibitéhexh

related information.

The company contributed $8 million each to the provident fund during the three months endeded&3 2008 and 2007 and
$25 million, $22 million and $30 million during the nine months ended December 31, 2008 and 2007 and year ended March 31,
2008, respectively.

Provident fund contributions have been apportioned between cost of sales, sellingrketingy expenses and administrative
expenses on the basis of number of employees as follows:

(Dollars in millions)




Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Cost of sales $7 $7 $22 $2C $27
Selling and marketing expenses 1 1 2 1 2
Administrative expenses - - 1 1 1
$8 $8 $2E $22 $3C

2.15.4 Employee benefit costs include:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Salaries and bonus $59( $552 $1,81¢ $1,57" $2,16-
Defined contribution plans 3 2 9 8 11
Defined benefit plans 13 1C 33 28 4C
Sharebased compensation 1 - 1 2 3
$607 $56¢ $1,85¢ $1,61¢ $2,21¢

The employe benefit cost is recognized in the following line items in the income statement:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Cost of sales $541 $50¢ $1,663 $1,43¢ $1,97¢
Selling and marketing expenses 42 36 132 11z 15z
Administrative expenses 24 24 73 65 8¢
$607 $56¢ $1,85¢ $1,61¢ $2,21¢

2.16 Equity
Share capital and share premium

Infosys has only one class of shares referred to as equity slaareg a par value of $0.16. The amount received in excess of the
par value has been classified as share premididitionally, sharebased compensation recognized in the income statement is
credited to share premium.

Retained earnings

Retained earningepresent the amount of accumulated earnings of the company.
Other components of equity

Other components of equity consist of currency translation reserves.

The company's objectives when managing capital is to safeguard its ability to continue a @ogoé@rn and to maintain an
optimal capital structure so as to maximize shareholder value. In order to maintain or achieve an optimal capitaltegucture,
company may adjust the amount of dividend payment, return capital to shareholders, issue sew bhgrback issued shares.

As at December 31, 2008, the company has only one class of equity shares and has no debts.

The rights of equity shareholders are set out below.

2.16.1 Voting



Each holder of equity shares is entitled to one vote per shareedtlity shares represented by American Depositary Shares
(ADS) carry similar rights to voting and dividends as the other equity shares. Each ADS represents one underlying equity shar

2.16.2 Dividends

The company declares and pays dividends in Indian RBugdadian law mandates that any dividend be declared out of
distributable profits out of accumulated earnings only after the transfer to a general reserve of a specified percenfgétof n
computed in accordance with current regulations. The remétahdividends outside India is governed by Indian law on foreign
exchange and is subject to applicable taxes.

The amount of per share dividend recognized as distributions to equity shareholders for the nine months ended December 31,
2008 and 2007 and yeanded March 31, 2008 were $1.04, $0.19 and $0.36, respectively.

2.16.3 Liquidation

In the event of liquidation of the company, the holders of shares shall be entitled to receive any of the remainingtessets of
company, after distribution of all pre@ntial amounts. However, no such preferential amounts exist currently. The amount
distributed will be in proportion to the number of equity shares held by the shareholders.

2.16.4 Share options

There are no voting, dividend or liquidation rights to tbilars of options issued under the company's share option plans.
2.17 Other income/(expenses)

Other income/(expenses) consists of the following:

(Dollars in millions)
Three months ended Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Exchange gains/ (losses) on forward and options contracts $(28; $5 $(144 $6C $2€

Exchange gains/ (losses) on translation of other assets anc (16) 9) 53 47) (24)
liabilities

Others* 5 1 6 2 2

$(39 $(3) $(85 $15 $4

* Other income for the nine months ended December 31, 2008 includes a net amount of $4 million, consisting of $7 million
received from Axon Group Plc as inducement fees offset by $3 million of expenses incurred towards the transaction.

2.18 Operating leases

The company has various operating leases, mainly for office buildings, that are renewable on a periodic basis. Rentat expense
operating leases were $6 million, $6 million, $19 million, $15 million and $22 million for the three months eswedder 31,
2008 and 2007, nine months ended December 31, 2008 and 2007 and year ended March 31, 2008, respectively.

The schedule of future minimum rental payments in respect e€ancellable operating leases is set out below:

(Dollars in millions)

As of
Decembe March 31,
31, 200t 200¢
Within one year of the balance sheet date $1€ $1€
Due in a period between one year and five years 42 3€

Due after five years $1z $1c




The operating lease arrangements extend up to a maximum of ten yearbdnoredpective dates of inception and relates to
rented overseas premises and car rentals. Some of these lease agreements have price escalation clause.

2.19 Employees' Stock Option Plans (ESOP)

1998 Employees Stock Option Plan (the 1998 Plan): The corgpaf98 Plan provides for the grant of reiatutory share

options and incentive share options to employees of the company. The establishment of the 1998 Plan was approved by the Board
of Directors in Decembelr997 and by the shareholders in Jand®98.The Government of India has approved the 1998 Plan,
subject to a limit of 11,760,000 equity shares representing 11,760,000 ADS to be issued under the 1998 Plan. All agtibns gran
under the 1998 Plan are exercisable for equity shares represented byTA®Sptions under the 1998 Plan vest over a period of

one through four years and expire five years from the date of completion of vesting. The 1998 Plan is administered by a
compensation committee comprising four members, all of whom are independent mefitherBoard of Directors. The term of

the 1998 Plan ended on January 6, 2008, and consequently no further shares will be issued to employees under th is plan.

1999 Employees Stock Option Plan (the 1999 Plan): In fiscal 2000, the company institut@@Stdah. The Board of Directors

and shareholders approved the 1999 Plan in 1888. The 1999 Plan provides for the issue of 52,800,000 equity shares to
employees. The 1999 Plan is administered by a compensation committee comprising four memberisoallare independent
members of the Board of Directors. Under the 1999 Plan, options will be issued to employees at an exercise price, which shall
not be less than the fair market value (FMV) of the underlying equity shares on the date of grant. Ut@i@9 fflan, options

may also be issued to employees at exercise prices that are less than FMV only if specifically approved by the shdithieolders o
company in a general meeting. All options under the 1999 Plan are exercisable for equity shares.riEhenoigtiache 1999 Plan

vest over a period of one through six years, although accelerated vesting based on performance conditions is prowhed in cert
instances and expire over a period of 6 months through five years from the date of completion of vesting

The activity in the 1998 Plan and 1999 Plan during the nine months ended December 31, 2008 and 2007 and year ended March
31, 2008 are set out below.

Nine months ended Nine months ended Year ended March 31,

December 31, 2008  December 31, 2007 2008
Shares Weighted Shares Weighted Shares Weighted
arising average arising average arising average
out of  exercise out of  exercise out of  exercise
options price options price options price
1998 Plan:
Outstanding at the beginning 1,530,44 $2C 2,084,12. $21 2,084,12. $21
Forfeited and expired (67,122 $4: - - (53,212 $51
Exercised (341,008 $1¢ (162,633 $21 (500,465 $1¢
Outstanding at the end 1,122,31 $1¢ 1,921,49 $21 1,530,44 $2C
Exercisable at the end 1,122,31 $1¢  1,921,49 $21 1,530,44 $2C
1999 Plan:
Outstanding at the beginning 1,494,69: $2¢ 1,897,84 $2¢ 1,897,84 $2¢
Forfeited and expired (180,201 $4C (71,099 $5¢ (117,716 $44
Exercised (304,737 $14 (181,442 $1£ (285,431 $1€
Outstanding at the end 1,009,75! $28  1,645,29' $2¢  1,494,69. $2¢
Exercisable at the end 652,88! $15 1,077,63 $1€ 1,089,04. $2C

The weighted average share price of options exercised under the 1998 Plan during the nine months ended December 31, 2008 and
year ended March 31, 200&re $39.61 and $40.81, respectively. The weighted average share price of options exercised under
the 1999 Plan during the nine months ended December 31, 2008 and year ended March 31, 2008 were $36.17 and $40.66,
respectively.

The following table summarizanformation about share options outstanding and exercisable as of December 31, 2008:

Options outstanding Options exercisable
Range of exercise prices No. ol Weighted Weighted No. ol Weighted Weighted
per share ($) shares  Average  average shares  Average  average
arising remaining exercise arising remaining exercise
out of contractual price out of contractual price

options life options life



1998 Plan:

4-15 470,85: 1.8¢ $12 470,85: 1.8¢ $12
16-30 568,90! 1.3¢ $22 568,90! 1.3¢ $22
31-45 56,96( 0.4€ $3¢€ 56,96( 0.4¢€ $3¢
46-60 9,28( 0.3t $51 9,28( 0.3t $51
61-83 16,32( 0.1z $7C 16,32( 0.1z $7C
1,122,31 1.5C $1¢ 1,122,31 1.5C $1¢
1999 Plan:
7-15 452,33! 1.5C $11 452,33! 1.5C $11
16-30 151,25 0.6t $17 151,25 0.6t $17
31-53 406,16¢ 1.3¢ $44 49,29¢ 2.6( $44
1,009,75! 1.31 $2¢ 652,88! 1.3¢ $1E

The following table summarizes information about stock options outstanding and exercisable as of March 31, 2008:

Options outstanding Options exercisable
Range of exercse prices per share ($) No. ol Weighted Weighted No. ol Weighted Weighted
shares  Average  average shares  Average  average
arising remaining exercise arising remaining exercise
out of contractual price out of contractual price
options life options life

1998 Plan:
4-15 621,95: 2.4F $1z 621,95: 2.4F $1z
16-30 746,83: 1.9¢ $22 746,83: 1.92 $22
3145 101,88( 0.94 $3¢ 101,88( 0.9¢ $3¢
46-60 29,86( 0.6t $54 29,86( 0.6t $54
61-83 29,92( 0.87 $6¢ 29,92( 0.87 $6¢
1,530,44 2.0¢ $2C 1,530,44% 2.0¢ $2C

1999 Plan:
7-15 526,35¢ 2.11 $11 526,35¢ 2.11 $11
16-30 413,03( 1.2¢ $2C 413,03( 1.2¢ $2C
3153 555,30 1.8¢ $5¢ 149,65: 0.9t $52
1,494,69: 1.7¢ $2¢  1,089,04. 2.44 $2(

Infosys BPO's 2002 Plan (the 2002 Plargvidies for the grant of share options to its employees and was approved by its Board

of Directors and shareholders in J@®92. All options under the 2002 Plan are exercisable for equity shares. The 2002 Plan is
administered by a Compensation Committe@sehmembers are directors of Infosys BPO. The 2002 Plan provides for the issue

of 5,250,000 equity shares to employees, at an exercise price, which shall not be less than the FMV. Options may edso be issu
to employees at exercise prices that are less BMV only if specifically approved by the shareholders of Infosys BPO in a
general meeting. The options issued under the 2002 Plan vest in periods ranging between one through six years, although
accelerated vesting based on performance conditions isdptbin certain instances and expire in six months from the date of
completion of last vesting.

The activity in the 2002 Plan during the nine months December 31, 2008 and 2007 and year ended March 31, 2008 are set out
below.

Nine months ended Nine months ended Year ended March 31,
December 312008 December 31, 2007 2008
Shares Weighted Shares Weighted Shares Weighted
arising average arising average arising average

outof  exercise outof  exercise outof  exercise
options price options price options price

2002 Plan:
Outstanding at the beginning - - 2,20( $2.72 2,20( $2.72
Forfeited and expired - - (2,200 $2.72 (2,200 $2.72
Exercised - - - - - -

Outstanding at the end - = = - - i
Exercisable at the end - - - - - -




The compayp recorded sharbased compensation of $1 million, $2 million and $3 million for the nine months ended December
31, 2008, nine months ended December 31, 2007 and year ended March 31, 2008, respectively.-basedheoenpensation
recognized for the thremonths ended December 31, 2007 and 2008 was not material.

2.20 Income taxes
Income tax expense in the income statement comprises:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,
200¢ 2007 200¢ 2007 200¢
Current income tax

Domestic $4€ $3E $11¢€ $8t $13:
Foreign 3 19 5C 54 88
$4¢ $54 $16¢€ $13¢ $221

Deferred income tax
Domestic - (12) (30) (29 47)
Foreign (1) - (2) (2) 3)
$(1) $(12 $(32 $(21 $(50)
Income tax expense $4¢ $42 $13¢ $11¢ $171

Current tax expense for the nine months ended December 31, 2008, December 31, 2007 and year ended March 31, 2008 include a
net tax benefit of $19 million, $26 million and $30 million, respectively. The tarfiteof $19 million for the nine months ended
December 31, 2008 comprises of $39 million for provisions no longer required which is offset by a charge of $20 million due t
re-assessment of an uncertain tax position.

Entire deferred tax income for the ¢ermonths and nine months ended December 31, 2008 and 2007 and year ended March 31,
2008 relates to origination and reversal of temporary difference.

Income tax benefits of $6 million on exercise of employee stock options have been recognized diesptliyifor the year
ended March 31, 2008. No amounts have been directly recognized in equity during the three months and nine months ended
December 31, 2008 and 2007.

A reconciliation of the income tax provision to the amount computed by applying th&ogtahcome tax rate to the income
before income taxes is summarized below:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Profit before income taxes $38( $35¢4 $1,09: $96¢ $1,33¢
Enacted tax rates in India 33.99¥% 33.99¥% 33.99¥% 33.99¥% 33.99%
Computed expected tax expense $12¢ $12( $372 $32¢ $45:
Tax effect due to noetaxable income for Indian tax purposes (80) (74) (252 (210 (282
Tax reversals, net (22) (13) (29) (26) (30)
Interest and penalties 1 - 5 - 11
Effect of unrecognized deferred tax assets 2 1 4 6 6
Effect of differential foreign tax rates 7 8 13 12 11
Effect of nonrdeductible expenses 4 2 9 7 -
Others (3) (2) 2 - 2
Income tax expense $4¢ $42 $13¢4 $11¢ $171

The foreign tax expense is due to income taxes payable overseas, principally in the United States of America. The company
benefits from certain significant tax incentives provided to software firms under Indian tax laws.ifidesgaes presently

include those for facilities set up under the Special Economic Zones Act, 2005 and an exemption from payment of Indian
corporate income taxes for a period of ten consecutive years of operation of software development faciliti@ediesign

iSoft ware Technology Parkso (the STP Tax Holiday). The STP



from the financial year when the unit started producing computer software or April 1, 1999, whichever is earlier. The tax
holidays on all facilities under STPs would not be available from fiscal 2011. Under the Special Economic Zones Act, 2005
scheme, units in designated special economic zones which begin providing services on or after April 1, 2005 are eligible for
dedu ction 6100 percent of profits or gains derived from the export of services for the first five years from commencement of
provision of services and 50 percent of such profits or gains for a further five years. Certain tax benefits are alsd@vailab
further five years subject to the unit meeting defined conditions.

Infosys is subject to a 15% Branch Profit Tax (BPTDrpatern t he U
than the increase in the net assets oll& branch duringhe fiscal year, computed in accordance with the Internal Revenue

Code. As at March 31, 2008, Infosysd U. S. branch net assets
the company had not triggered the BPT and intends to main®iautient level of its net assets in the United States, as it is

consistent with its business plan. Accordingly, a BPT provision has not been recorded.

Deferred income tax liabilities have not been recognized on temporary differences associated witientves subsidiaries
and branches (including the temporary differences arising from undistributed profits and foreign exchanges translation
differences) as it is probable that the temporary differences will not reverse in the foreseeable future.

The gres movement in the current income tax asset/ (liability) for the three months and nine months ended December 31, 2008
and 2007 and year ended March 31, 2008 is as follows:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December31, March 31,

200¢ 2007 200¢ 2007 200¢

Net current income tax asset/ (liability) at the beginning $(80; $11 $(46, $2¢ $2¢
Translation differences 3 3 1C 2 3
Income tax benefit arising on exercise of stock options - - - - 6
Incometax paid 47 2 12z 7C 137
Income tax expense (49) (54) (166 (139 (221
Net current income tax asset/ (liability) at the end $(79 $(38 $(79 $(38 $(46

The tax effects of significant temporary differences that resulted in deferred income taxrab$iatslgies are as follows:

(Dollars in millions)

As of
Decembe March 31,
31, 200! 200¢
Deferred income tax assets

Property, plant and equipment $24 $2¢
Minimum alternate tax credit carfprwards 61 44
Others 4 7
Total gross deferred income tax assets 8¢ 74

Deferred income tax liabilities
Intangible asset - (1)
Total gross deferred income tax liabilities - 1)
Net deferred income tax assets $8¢ $7:
Deferred income tax assets to be recovered after more than 12 months $8E $67
Deferred income tax liabilities to be recovered after more than 12 months - Q)
Deferred income tax assets to be recovered within 12 months 4 7
$8¢ $7:

In assessing the realizability of deferred income tax assets, management considerssetmethmortion or all of the deferred
income tax assets will not be realized. The ultimate realization of deferred income tax assets is dependent upon timeofenerati
future taxable income during the periods in which the temporary differences becomébtieditanagement considers the
scheduled reversals of deferred income tax liabilities, projected future taxable income, and tax planning strategiestimsmakin
assessment. Based on the level of historical taxable income and projections for futueeitaraiie over the periods in which

the deferred income tax assets are deductible, management believes that the company will realize the benefits of thiese deduct



differences. The amount of the deferred income tax assets considered realizable, foou&Vde reduced in the near term if
estimates of future taxable income during the carry forward period are reduced.

The gross movement in the deferred income tax account for the three months and nine months ended December 31, 2008 and
2007 and year endédarch 31, 2008 is as follows:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December 31, December 31, March 31,

200¢ 2007 200¢ 2007 200¢

Net deferred income tax asset at the beginning $92 $3€ $7z $21 $21
Translatio differences (5) 3) (16) 3 3
Acquisition of subsidiary - Q) - Q) Q)
Credits relating to temporary differences 1 12 32 21 5C
Net deferred income tax asset at the end $8¢ $44 $8¢ $44 $7:3

The credits relating to temporary differences during the thmeeths and nine months ended December 31, 2008 and 2007 and
year ended March 31, 2008 is primarily on account of minimum alternate tax credit and property, plant and equipment.

Pursuant to the enacted changes in the Indian Income Tax Laws effectivd /4007, a Minimum Alternate Tax (MAT) has

been extended to income in respect of which a deduction may be claimed under sections 10A and 10B of the Income Tax Act;
consequently the company has calculated its tax liability for current domestic taxeoafidering MAT. The excess tax paid

under MAT provisions being over and above regular tax liability can be carried forward and set off against future tias liabili
computed under regular tax provisions. The company was required to pay MAT, and, atgoadieferred income tax asset of

$61 million and $44 million has been recognized on the balance sheet as of December 31, 2008 and March 31, 2008,
respectively, which can be carried forward for a period of seven years from the year of recognition.

The tx loss carryforwards of $37 million as of December 31, 2008 and $36 million as of March 31, 2008 relating to a foreign
subsidiary, for which no deferred income tax asset has been created, will expire at various dates through March 3it j2029, as
not probable that future taxable profit will be available against which the Group can utilize the benefits therefrom.

2.21 Earnings per share

The following is a reconciliation of the equity shares used in the computation of basic and diluted earnings/[straeeuit

Three months ended  Nine months ended Year endec
December 31, December 31, March 31,
200¢ 2007 200¢ 2007 200¢
Basic earnings per equity shaneeighted average number of 569,755,75 568,512,96 569,571,26 568,421,83 568,564,74
equity shares outstanding
Effect of dilutive common equivalent shareshare options 693,31 1,939,30r 1,078,761 1,955,10: 1,908,54
outstanding
Diluted earnings per equity shareveighted average number
equity shares and common equivalent sharesamdstg 570,449,06 570,452,27 570,650,03 570,376,93 570,473,28

Options to purchase 123,641 shares and 92,660 shares for the three months ended December 31, 2008 and 2007, respectively,
under the 1998 Plan and 406,166 shares and 567,662 shares tbregnemonths ended December 31, 2008 and 2007,
respectively under the 1999 Plan were not considered for calculating diluted earnings per share as their effedilutaganti

Options to purchase 66,880 shares, 78,780 shares and 59,780 shares fertnttis ended December 31, 2008 and 2007 and

year ended March 31, 2008, respectively, under the 1998 Plan and 406,166 shares, 567,662 shares and 550,592 shares for the
nine months ended December 31, 2008 and 2007 and year ended March 31, 2008, rgsjpedérvehe 1999 Plan were not
considered for calculating diluted earnings per share as their effect wadwtie.

2.22 Related party transactions

List of subsidiaries:



Holding as at

Particulars Country Decembe March 31,

31, 200t 200¢
Infosys BPO India 99.98% 99.98Y%
Infosys Australia Australia 100% 100%
Infosys China China 100% 100%
Infosys Consulting USA 100% 100%
Infosys Mexico Mexico 100% 100%
Infosys BPO s. 1.0 * Czech 99.98Y% 99.98Y

Republic

P-Financial Services Holding B. ** Netherlands - 99.98Y%
Infosys BPO (Poland) Sp.Z.0.0 * Poland 99.98Y% 99.98Y
Pan Financial Shared Services India Private Limited * India 99.98% 99.98Y
Infosys BPO (Thailand) Limited * Thailand 99.98Y% 99.98Y%
Mainstream Software Pty. Ltd *** Australia 100% -

* Infosys BPO s.r.o, Infosys BPO (Poland) Sp Z.0.0, Infosys BPO (Thailand) Limited and Pan Financial Shared Services India
Private Limited are wholly owned subsidiaries of Infosys BPO.

** During the quarter ended December 31, 2008, the investntezid by PFinancial Services Holding B.V in its wholly owned
subsidiaries Pafrinancial Shared Services Indian Private Limited, Infosys BPO (Poland) Sp. Z.0.0., and Infosys BPO (Thailand)
Limited was transferred to Infosys BPO, consequent to whiem&ncial Services Holding B.V was liquidated.

*** Mainstream Software Pty. Ltd, is a wholly owned subsidiary of Infosys Australia.

List of other related parties:

Particulars Country Nature of relationship

Infosys Technologies Limited Employees' Gratiitynd Trust India Postemployment benefi
plans of Infosys

Infosys Technologies Limited Employees' Provident Fund Trust India Postemployment benefi
plans of Infosys

Infosys Technologies Limited Employees' Superannuation Fund Trust India Postemploynent benefit
plans of Infosys

Infosys BPO Limited Empl oyeesd {ndia Postemployment benefi
plan of Infosys BPO

Infosys BPO Limited Empl oyeesd (ndia Postemployment benefi
plan of Infosys BPO

Infosys Technbogi es Li mited Empl oyees o6 India Employee Welfare Trus
of Infosys

Refer Note 2.15 for information on transactions with poeployment benefit plans mentioned above.

Infosys has provided guarantee for performance of certain contraatsceint® by Infosys BPO.
Transactions with key management personnel

The table below describes the compensation to key management personnel which comprise directors and members of the
executive council:

(Dollars in millions)

Three months ended  Nine months ended Year endec

December31, December 31, March 31,
200¢ 2007 200¢ 2007 200¢

Salaries and other sheerm employee benefits $1 $1 $5 $3 $4
Postemployment benefits - - - - -
Other long term benefits = o - - i
Sharebased payments - - - - -
Total $1 $1 5 $3 $4




2.23 Segment reporting

IFRS 8, Operating Segments establishes standards for the way that public business enterprises report information ialgout operat
segments and related disclosures about products and services, geogegshiarad major customers. The company's operations
predominantly relate to providing IT solutions, delivered to customers located globally, across various industry segements. Th
Chief Operating Decision Maker evaluates the company's performance andeall@sources based on an analysis of various
performance indicators by industry classes and geographic segmentation of customers. Accordingly, segment information has
been presented both along industry classes and geographic segmentation of custonaeourtieg principles used in the
preparation of the financial statements are consistently applied to record revenue and expenditure in individual separents, an

as set out in the significant accounting policies.

Industry segments for the company amémarily financial services comprising enterprises providing banking, finance and
insurance services, manufacturing enterprises, enterprises in the telecommunications (telecom) and retail industrézs, and oth
such as utilities, transportation and logisticompanies. Geographic segmentation is based on business sourced from that
geographic region and delivered from bothsite and offshore. North America comprises the United States of America, Canada
and Mexico; Europe includes continental Europe (ltbéheast and the west), Ireland and the United Kingdom; and the Rest of
the World comprising all other places except those mentioned above and India.

Revenue in relation to segments is categorized based on items that are individually identifiable¢ortat, svhile expenditure

is categorized in relation to the associated turnover of the segment. Allocated expenses of segments include expeh&es incurre
rendering services from the company's offshore software development centerssitedenpenses. €tain expenses such as
depreciation, which form a significant component of total expenses, are not specifically allocable to specific segments as th
underlying assets are used interchangeably. Management believes that it is not practical to provide setpeares relating to

those costs and expenses, and accordingly these expenses are separately disclosed as "unallocated" and adjustedahgainst the t
income of the company.

Fixed assets used in the company's business are not identified to any afpthable segments, as these are used
interchangeably between segments. Management believes that it is currently not practicable to provide segment disclosures
relating to total assets and liabilities since a meaningful segregation of the availaideodataus.

Geographical information on revenue and industry revenue information is collated based on individual customers invoiced or in
relation to which the revenue is otherwise recognized.

2.23.1 Industry segments

(Dollars in millions)

Three months exded December 31, 2008 FinancialManufacturing  Telecon Retail Others Total
service:
Revenues $40¢ $23( $19¢ $147 $18¢ $1,17:
Identifiable operating expenses 168 97 74 61 74 46¢
Allocated expenses 101 57 48 36 4¢ 291
Segment profit 14E 76 74 50 6€ 411
Unallocable expenses 38
Operating profit 373
Other income (expense) (39)
Finance income 46
Profit before income taxes 38C
Income tax expense 48
Net profit $33:
Depreciation $3¢
Non-cash expenses other than depreciation $2
Three months ended December 31, 2007 FinancialManufacturing  Telecon Retail Others Total
service:
Revenues $39¢ $15¢ $22¢ $13( $16¢ $1,08:¢
Identifiable operating expenses 154 71 83 52 7C 43(
Allocated expenses 111 44 63 36 47 301
Segment profit 134 43 83 42 51 353

Unallocable expenses 3¢



Operating profit

Other ircome (expense)

Finance income

Profit before income taxes

Income tax expense

Net profit

Depreciation

Non-cash expenses other than depreciation

314

®3)

43

354
4
$317

$3¢

(Dollars in millions)

Nine months ended December 31, 2008 FinancialManufacturing  Telecon Retail Others Total
services
Revenues $1,21% $687 $65¢ $43¢ $55: $3,54.
Identifiable operating expenses 50¢€ 29¢ 23¢ 182 222 1,441
Allocated expenses 32( 181 172 114 14¢ 93€
Segment profit 38¢ 215 24¢ 13€ 182 1,16
Unallocable expenses 121
Operating profit 1,04
Other income (expense) (85)
Finance income 13¢
Profit before income taxes 1,09¢
Income tax expense 134
Net profit $96(
Depreciation $11¢
Non-cash expenses other than depreciation $3
Nine months ended December 31, 2007 FinancialManufacturing  Telecon Retail Others Total
services
Revenues $1,10° $427 $64: $357 $50( $3,03¢
Identifiable operating expenses 45k 18¢ 23¢ 14¢ 20¢ 1,23¢
Allocated expenses 312 12(C 181 101 141 85E
Segment profit 34C 11¢ 224 107 151 94C
Unallocable expenses 112
Operating profit 82¢
Other income (expense) 15
Finance income 12t
Profit before income taxes 96¢
Income tax expense 11€
Net profit $85(
Depreciation $11(
Non-cash expenses other than depreciation $2
Year ended March 31, 2008 FinancialManufacturing  Telecon Retail Others Total
service:
Revenues $1,49¢ $61¢ $90( $492 $67¢ $4,17¢
Identifiable operating expenses 611 27C 327 20t 271 1,69(
Allocated expenses 42C 172 252 13¢ 18¢ 1,17¢
Segment profit 462 172 32C 14¢ 20¢ 1,313
Unallocable expenses 154
Operating profit 1,15¢
Other income 4
Finance income 171
Profit before income taxes 1,33¢
Income tax expense 171
Net profit $1,16:
Deprecation $14¢

Non-cash expenses other than depreciation

2

bl

2.23.2 Geographic segments



(Dollars in millions)

Three months ended December 31, 2008 North Europe India Rest of the Total
America World
Revenues $75¢ $29¢ $14 $10: $1,17:
Identifiable operating expenses 31C 12z 2 35 46¢
Allocated expenses 187 74 3 27 291
Segment profit 25€ 10¢ 9 41 411
Unallocable expenses 38
Operating profit 373
Other income (expense) (39)
Finance income 46
Profit before income taxes 38C
Income tax expense 48
Net profit $33:
Depreciation $3€
Non-cash expenses other than depreciation $2
Three months ended December 31, 2007 North Europe India Rest of the Total
America World
Revenues $67¢ $31C $1c $8¢ $1,08¢
Identifiable operating expenses 271 11€ 4 33 43C
Allocated expenses 187 86 4 24 301
Segment profit 211 10¢ 5 3C 35¢
Unallocable expenses 3¢
Operating profit 314
Other income (expense) 3)
Finance income 43
Profit before income taxes 354
Income tax expense 42
Net profit $31z
Depreciation $3¢
Non-cash expnses other than depreciation -
(Dollars in millions)
Nine months ended December 31, 2008 North Europe India Rest of the Total
America World
Revenues $2,22¢ $957 $4c $317 $3,54:
Identifiable operating expenses 93¢ 38C 1C 11E 1,441
Allocated expenses 587 258 11 85 93€
Segment profit 70z 324 22 117 1,16¢
Unallocable expenses 121
Operating profit 1,04
Other income (expense) (85)
Finance income 13t
Profit before income taxes 1,09¢
Income tax expese 134
Net profit $96(
Depreciation $11¢
Non-cash expenses other than depreciation $3
Nine months ended December 31, 2007 North Europe India Rest of the Total
America World
Revenues $1,89¢ $83¢ $4C $261 $3,03¢
Identifiable operating expenses 804 32¢ 10 9g 1,23¢
Allocated expenses 53¢ 23¢€ 12 74 85t



Segment profit 55¢ 27¢€ 18 88 94(

Unallocable expenses 112
Operating profit 82¢
Other income 15
Finance income 12¢
Profit before income taxes 96¢
Income tax expense 11€
Net profit $85(
Depreciation $11C
Non-cash expenses other than depreciation $2
Year ended March 31, 2008 North Europe India Rest of the Total
America World
Revenues $2,58¢ $1,17: $5¢ $36( $4,17¢
Identifiable operating expenses 1,094 452 11 13: 1,69(
Allocated expenses 727 32¢ 16 101 1,177
Segment profit 76¢ 391 28 12€ 1,31z
Unallocable expenses 154
Operating profit 1,15¢
Otherincome 4
Finance income 171
Profit before income taxes 1,33¢
Income tax expense 171
Net profit $1,16:
Depreciation $14¢
Non-cash expenses other than depreciation $3

2.24 Litigation

Theconpany is subject to | egal proceedings and cl aims which ha
management does not reasonably expect that legal actions, when ultimately concluded and determined, will have a material and
adverse déct on the results of operations or the financial position of the company.

2.25 Tax contingencies

The company has received demands from the Indian taxation authorities for payment of additional tax of $42 million, including
interest of $9 million, upowompletion of their tax review for fiscal 2004 and fiscal 2005. The demands for fiscal 2004 and fiscal
2005 were received during fiscal 2007 and fiscal 2009, respectively. The tax demands are mainly on account of disallowance of
portion of the deductionlaimed by the company under Section 10A of the Income tax Act. The deductible amount is determined
by the ratio of export turnover to total turnover. The disallowance arose from certain expenses incurred in foreigrbeimgency
reduced from export turver but not reduced from total turnover.

The company is contesting the demands and management and its tax advisors believe that its position will likely behgheld in
appellate process. No additional provision has been accrued in the financial sstfemte tax demands raised. Management
believes that the ultimate outcome of this proceeding will not have a material adverse effect on the company's fintimicial posi
and results of operations. The tax demand related to fiscal 2004 is pending befGartmissioner of Income Tax (Appeals),
Bangalore. The company is in the process of filing an appeal before the Commissioner of Income Tax (Appeals), Bangalore for
the tax demand related to fiscal 2005.

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

In addition to historical information, this discussion contains certain foreaidng statements within the meaning of Section
27A of the Securities Act of 1933, as amended, and Section 21E of the SecudtiasdexAct of 1934, as amended. When used
in this discussion, the words 'anticipate,’ 'believe,’ 'estimate,' 'expect,’ 'intend," 'project,’ 'seek,’ 'shouldyd atfiErasimilar
expressions as they relate to us or our business are intended to isiectifforwardooking statements. The forwatdoking
statements contained herein are subject to certain risks and uncertainties that could cause actual results to difffeironaterial



those reflected in the forwatdoking statements. Factors that mighuse such differences include but are not limited to, those
discussed in the section entitled 'Risk Factors' and elsewhere in this Quarterly Report. Readers are cautioned natteplace u
reliance on these forwaidoking statements, which reflect manement's analysis only as of the date of this Quarterly Report.
The following discussion and analysis should be read in conjunction with our financial statements included herein &=l the not
thereto. We undertake no obligation to publicly update or eeaisy forwarelooking statements, whether as a result of new
information, future events or otherwise.

Overview

We are a leading global technology services company founded in 1981, and headquartered in Bangalore, India. We provide
comprehensive entb-end business solutions that leverage technology for our clients, including technical consulting, design,
development, product engineering, maintenance, systems integration, package evaluation and implementation, validation and
infrastructure management senscéVe also provide software products to the banking industry. Through Infosys BPO, we
provide business process management services such as offsite customer relationship management, finance and accounting, and
administration and sales order processing. €iants rely on our solutions to enhance their business performance.

Our professionals deliver high quality solutions through our Global Delivery Model through which we divide projects into
components that we execute simultaneously at client sites and @évelopment centers in India and around the world. We seek

to optimize our cost structure by maintaining the flexibility to execute project components where it is most cost éfactive.
sales, marketing and business development teams are organfaedston specific geographies and industries and this helps us

to customize our service offerings to our client's needs. Our primary geographic markets are North America, Europeiand the As
Pacific region. We serve clients in financial services, manufagtutelecommunications, retail, utilities, logistics and other
industries.

There is an increasing need for highly skilled technology professionals in the markets in which we operate. At the same time,
corporations are reluctant to expand their intermalépartments and increase costs. These factors have increased corporations'
reliance on their outsourced technology service providers and are expected to continue to drive future growth for outsourced
technology services. Since the effective use of offshtechnology services offers lower total costs of ownership of IT
infrastructure, lower labor costs, improved quality and innovation, faster delivery of technology solutions and morgy flexibil
scheduling, corporations are increasingly turning tohaffe technology service providers. India, in particular, has become a
premier destination for offshore technology services. The key factors contributing to the growth of IT and IT enabledrservice
India include high quality delivery, significant costniedits and availability of abundan t skilled resources. Our proven Global
Delivery Model, our comprehensive end to end solutions, our commitment to superior quality and process execution, our long
standing client relationships and our ability to scale mekene of the leading offshore service providers in India.

There are numerous risks and challenges affecting the business. These risks and challenges are discussed in dédtail in the sec
entitled 'Risk Factors' and elsewhere in this Quarterly Report.

We completed our initial public offering of equity shares in India in 1993 and our initial public offering of ADSs in the United
States in 1999. We completed three sponsored secondary ADS offering in the United States in August 2003, June 2005 and
November P06. We did not receive any of the proceeds from any of our sponsored secondary offerings.

On December 18, 2006 we were added to the NASRLAQ Index and became the first Indian company to be a part of one of the
major global indices.

During the nine mothis ended December 31, 2008, Infosys Australia acquired 100% of the equity shares of Mainstream Software
Pty Limited for a consideration of $3 million.

During fiscal 2008, Infosys BPO acquired 100% of the equity sharesFafighcial Services Holding B.V.Hhis business
acquisition was conducted by entering into a Sale and Purchase Agreement with Koninklijke Philips Electronics N.V.&Philips),
company incorporated under the laws of the Netherlands, for acquiring the shared service centers of Philgscéor fin
accounting and procurement business in Poland, Thailand and India for a consideration of $27 million. The acquisitiwh of Pola
and India centers were consummated on October 1, 2007 and Thailand center on December 3, 2007.

Further, during the thremonths ended December 31, 2008, the investments heldHRyaRcial Services Holding B.V in its
wholly owned subsidiaries, Pd&financial Shared Services India Private Limited, Infosys BPO (Poland) Sp. Z.0.0., and Infosys
BPO (Thailand) Limited were transfed to Infosys BPO, consequent to whickiRancial Services Holding B.V was liquidated.



At our Annual General Meeting held on June 14, 2008, our shareholders approved a final dividend of $0.18 per equity share and
a special dividend of $0.50 per equityase, which dividends in the aggregate have resulted in a cash outflow of $424 million,
including corporate dividend tax of $63 million.

Our Board of Directors, in their meeting held on October 10, 2008 approved payment of an interim dividend of $@Qityper
share for fiscal 2009. The dividend payment has resulted in a cash outflow of $135 million, including corporate diviofend tax
$19 million.

As of December 31, 2008 we had approximately 103,100 employees.

The following table sets forth our growth iavenues and net profit for the nine months ended December 31, 2008 over fiscal
2008:

(Dollars in millions)

Nine

months

endec

Decembe
31,200¢ Fiscal 200¢
Revenues $3,54: $4,17¢
Net Profit $96( $1,16:

Our revenue growth is attributable to a numbgfactors including an increase in the size and number of projects executed for
clients, as well as an expansion in the solutions that we provide to our clients. For the nine months ended December 31, 2008
and fiscal 2008, 98.2% and 97.0% of our revernzame from repeat business, which we define as revenue from a client who also
contributed to our revenue during the prior fiscal year.

Our business is designed to enable us to seamlessly deliver our onsite and offshore capabilities using a disfgbuted pro
management methodology, which we refer to as our Global Delivery Model. We divide projects into components that we execute
simultaneously at client sites and at our geographically dispersed development centers in India and around the woiddl Our Glo
Delivery Model allows us to provide clients with high quality solutions in reduced-ftamges enabling them to achieve
operational efficiencies.

The following table sets forth our revenues by geographic segments for the nine months ended Decemb@raBd, f&al
2008:

Percentage of Revenues
Nine months ende:

Geographic Segments December 31, 20C Fiscal 200t
North America 62.8% 62.0%
Europe 27.0% 28.1%
India 1.2% 1.3%
Rest of the World 9.0% 8.6%

Our growth strategy is substantially foedson the expansion of our business to parts of the world outside North America,
including Europe, Australia and other parts of Asia, as we expect that increases in the proportion of revenues generated from
customers outside of North America would reduce dependence upon our sales to North America and the impact on us of
economic downturns in that region.

Revenues

Our revenues are generated principally from technology services provided on eitheaadimeterials or a fixegbrice, fixed
timeframe bas. Revenues from services provided on a {amdmaterials basis are recognized as the related services are
performed. Revenues from services provided on a fpraz, fixedtimeframe basis are recognized pursuant to the percentage
of-completion methodMost of our client contracts, including those that are on a fprexk, fixedtimeframe basis can be
terminated by clients with or without cause, without penalties and with short notice periods of between 0 and 90 dayss. Since
collect revenues on contta as portions of the contracts are completed, terminated contracts are only subject to collection for
portions of the contract completed through the time of termination. Most of our contracts do not contain specific termination



related penalty provisiondn order to manage and anticipate the risk of early or abrupt contract terminations, we m onitor the
progress on all contracts and change orders according to their characteristics and the circumstances in which theg occur. Thi
includes a focused reviewaf our ability and our client's ability to perform on the contract, a review of extraordinary conditions
that may lead to a contract termination, as well as historical client performance considerations. Since we also bedicthst risk
overruns and infltion with respect to fixegrice, fixedtimeframe projects, our operating results could be adversely affected by
inaccurate estimates of contract completion costs and dates, including wage inflation rates and currency exchangeawtes that
affect cost pojections. Losses on contracts, if any, are provided for in full in the period when determined. Although we revise our
project completion estimates from time to time, such revisions have not, to date, had a material adverse effect oringur operat
resultsor financial condition. We also generate revenue from software application pr oducts, including banking software. Such
software products represented 3.9% of our total revenues for the nine months ended December 31, 2008 and 3.6% of our total
revenues fofiscal 2008.

We experience from time to time, pricing pressure from our clients. For example, clients often expect that as we do more
business with them, they will receive volume discounts. Additionally, clients may ask fopfilcedarrangements or reckd

rates. We attempt to use fix@dice arrangements for works where the specifications are complete, so individual rates are not
negotiated. We are also adding new services at higher price points.

Cost of Sales

Cost of sales represented 57.8% of taeéakbnues for the nine months ended December 31, 2008 and 58.7% of total revenues for
fiscal 2008. Our cost of sales primarily consists of salary and other compensation expenses (includibgsetiare
compensation), depreciation, amortization of intangikkets, overseas travel expenses, cost of software purchased for internal

use, cost of technical subcontractors, rent and data communication expenses. We depreciate our personal computers, mainframe
computers and servers over two to five years and amantemegible assets over their estimated useful life. Third party software

is expensed over the estimated useful life. We recorded-bhaegl compensation expense of $1 million each under cost of sales
during the nine months ended December 31, 2008 aral 868 using the fair value recognition provisions contained in IFRS 2
Sharebased Payment. Amortization expense for the nine months ended December 31, 2008 was $2 million. For fiscal 2008,
amortization expense was not material.

We typically assume fulproject management responsibility for each project that we undertake. Approximately 74.8% and 73.3%
of the total billed persemonths for our services during the nine months ended December 31, 2008 and fiscal 2008, respectively,
were performed at our globdevelopment centers in India, and the balance of the work was performed at client sites and global
development centers located outside India. The proportion of work performed at our facilities and at client sites varies from
quarter to quarter. We charbegher rates and incur higher compensation and other expenses for work performed at client sites
and global development centers located outside India. Services performed at a client site or global development cemters locat
outside India typically gene& higher revenues peapita at a lower gross margin than the same services performed at our
facilities in India. As a result, our total revenues, cost of sales and gross profit in absolute terms and as a peroevetageso
fluctuate from quarter tquarter based on the proportion of work performed outside India. Additionally, any increase in work
performed at client sites or global development centers located outside India can decrease our gross profits. We hire
subcontractors on a limited basis fréime to time for our own technology development needs, and we generally do not perform
subcontracted work for other technology service providers. For the nine months ended December 31, 2008 and fiscal 2008,
approximately 3.2% and 2.7% of our cost of sakas attributable to cost of technical subcontractors. We do not anticipate that

our subcontracting needs will increase significantly as we expand our business.

Revenues and gross profits are also affected by employee utilization rates. We define eutiiiatsen as the proportion of

total billed person months to total available person months excluding administrative and support personnel. We manage
utilization by monitoring project requirements and timetables. The number of software professionaésdksign to a project

will vary according to size, complexity, duration, and demands of the project. An unanticipated termination of a significant
project could also cause us to experience lower utilization of technology professionals, resulting iar ahlaighexpected

number of unassigned technology professionals. In addition, we do not utilize our technology professionals when they are
enrolled in training programs, particularly during ourdidek training course for new employees.

Selling and marketing expenses

Selling and marketing expenses represented 5.2% of total revenues for the nine months ended December 31, 2008 and 5.5% of
total revenues for fiscal 2008. Our selling and marketing expenses primarily consist of expenses relating to satthies and
compensation expenses of sales and marketing personnel, travel expenses, brand building, commission charges, rental for sales
and marketing offices and telecommunications. We recorded-bBhaeel compensation expense of $1 million in selling and
marketing expenses during fiscal 2008 using the fair value recognition provisions contained in IFRS2aSedieayment. For

the nine months ended December 31, 2008, dhased compensation expense was not material. We may increase our selling



and marketingexpenses as we seek to increase brand awareness among target clients and promote client loyalty and repeat
business among existing clients.

Administrative Expenses

Administrative expenses represented 7.5% of total revenues for the nine months endeobeD8ter2008 and 8.0% of total
revenues for fiscal 2008. Our administrative expenses primarily consist of expenses relating to salaries and other @ompensati
expenses of senior management and other support personnel, travel expenses, legal and otkemagbrdfes,
telecommunications, office maintenance, power and fuel charges, insurance, other miscellaneous administrative costs and
provisions for doubtful accounts receivable. The factors which affect the fluctuations in our provisions for bad dehts and

offs of uncollectible accounts include the financial health of our clients and of the economic environment in which &étey oper

We recorded shatkeased compensation expense of $1 million in administrative expenses during fiscal 2008 usingaheefair
recognition provisions contained in IFRS 2 Shbased Payment. For the nine months ended December 31, 200&)adede
compensation e xpense was not material.

Other Income

Other income includes foreign currency exchange gains / (losses) inclogdiriggd to market gains / (losses) on foreign
exchange forward and option contracts.

Finance Income
Finance Income includes interest income and income from liquid mutual fund investments.
Functional Currency and Foreign Exchange

The functional currency dhfosys and Infosys BPO is the Indian rupee. The functional currencies for Infosys Australia, Infosys
China, Infosys Consulting and Infosys Mexico are the respective local currencies. The consolidated financial statemedts inclu

in this Quarterly Reporare presented in U.S. dollars (rounded off to the nearest million) to facilitate global comparability. The
translation of functional currencies to U.S. dollars is performed for assets and liabilities using the exchange ratatinheffec
balance sheatate, and for revenue, expenses and cash flow items using a monthly average exchange rate for the respective
periods. The gains or losses resulting from such translation are included in currency translation reserves under otbetscompon

of equity.

Generdly, Indian law requires residents of India to repatriate any foreign currency earnings to India to control the exchange of

foreign currency. More specifically, Section 8 of the Foreign Exchange Management Act, or FEMA, requires an Indian company

to take 8 reasonable steps to realize and repatriate into India all foreign currency earned by the company outside India, within

such time periods and in the manner specified by the Reserve Bank of India, or RBI. The RBI has promulgated guidelines that
require tle company to repatriate any realized foreign currency back to India, and either:

sell it to an authorized dealer for rupees within seven days from the date of receipt of the foreign currency;

retain it in a foreign currency account such as an ExchangeefSaForeign Currency, or EEFC, account with an
authorized dealer; or

9 use it for discharge of debt or liabilities denominated in foreign currency.

f
f

We typically collect our earnings and pay expenses denominated in foreign currencies using a dedigatedrienecy account

located in the local country of operation. In order to do this, we are required to, and have obtained, special apptogdRBbm

to maintain a foreign currency account in overseas countries like the United States. However, gipprBN&ll is subject to
limitations, including a requirement that we repatriate all foreign currency in the account back to India within a retisenable
except an amount equal to our local monthly operating cost for our overseas branch. We curresttighpeypenses and
repatriate the remainder of the foreign currency to India on a regular basis. We have the option to retain those in an EEFC
account (foreign currency denominated) or an Indigreedenominated account. We convert substantially all offorgign

currency to rupees to fund operations and expansion activities in India.

Our failure to comply with these regulations could result in RBI enforcement actions against us.

Income Taxes



Our net profit earned from providing software development diner services outside India is subject to tax in the country where
we perform the work. Most of our tax paid in countries other than India can be applied as a credit against our Indiitytax lia
to the extent that the same income is subject to tandiia.l

Currently, we benefit from the tax holidays the Government of India gives to the export of software from specially designated
software technology parks in India and for facilities set up under the Special Economic Zones Act, 2005. As a resallt of thes
incentives, our operations have been subject to relatively low tax liabilities. These tax incentives inchyaaratdX holiday

from Indian corporate income taxes for the operation of most of our Indian facilities. As a result of these tax exeamptions,
substantial portion of our pttax income has not been subject to significant tax in recent years. These tax incentives resulted in a
decrease in our income tax expense of $252 million and $282 million for the nine months ended December 31, 2688 and fis
2008 respectively, compared to the effective tax amounts that we estimate we would have been required to pay if these incenti
had not been available.

The STP Tax Holiday is available for ten consecutive years, beginning from the financial yeahevieit started producing
computer software or April 1, 1999, whichever is earlier. The tax holidays on all facilities under STPs would not be availabl
from fiscal 2011. Under the Special Economic Zones Act, 2005 scheme, units in designated speomt ecores which begin
providing services on or after April 1, 2005 are eligible for a deduction of 100 percent of profits or gains derived éxporthe

of services for the first five years from commencement of provision of services and 50 percett pfodite or gains for a
further five years. Certain tax benefits are also available for a further five years subject to the unit meeting defireds.cond
When our tax holidays expire or terminate, our tax expense will materially increase, redu@ngfitalbility.

As a result of such tax incentives and a credit of $19 million, net, being liability no longer required for the nine naeths e
December 31, 2008, and a credit of $30 million, net, for fiscal 2008, our effective tax rate for the nine enoed December

31, 2008 was 12.2% which would have been 14.0% without considering the credit of $19 million and our effective tax rate for
fiscal 2008 was 12.8%, which would have been 15.1% without considering the credit of $30 million. The dectiease in
effective tax rate to 14.0% for the nine months ended December 31, 2008 from 15.1% for fiscal 2008 is mainly due to the tax
incentives being available to the company as well as reduction in other income due to foreign currency losses. Our Indian
statubry tax rate for the same period was 33.99%.

Pursuant to the enacted changes in the Indian Income Tax Laws effective April 1, 2007, a Minimum Alternate Tax (MAT) has
been extended to income in respect of which a deduction may be claimed under sectiand 10R of the Income Tax Act;
consequently we have calculated our tax liability for current domestic taxes after considering MAT. The excess tax paid under
MAT provisions being over and above regular tax liability can be carried forward and set ofté&gaine tax liabilities
computed under regular tax provisions. We are required to pay MAT, and, accordingly, a deferred tax asset of $61 million has
been recognized on the balance sheet as of December 31, 2008, which can be carried forward foff agesiogears from the

year of recognition.

Results for the three months ended December 31, 2008 compared to the three months ended December 31, 2007
Revenues

The following table sets forth the growth in our revenues for the three months ended Deckr2B@B3ver the corresponding
period in 2007:

(Dollars in millions)

Three months ended Change Percentagt
December 31, Change
200¢ 2007
Revenues $1,17: $1,08¢ $87 8.0%

The increase in revenues is attributable primarily to an incredmesiness from existing clients, particularly in industries such as
manufacturing and retail. During the three months ended December 31, 2008, a majority of the currencies have depreciated
significantly against the U.S. dollar, with the United Kingdom Po8tetling, Euro and Australian dollar having depreciated

24.5%, 9.6% and 25.6% respectively, on an average, when compared to three months ended December 31, 2007. These cross
currency fluctuations have adversely impacted our reported revenues during¢hedmths ended December 31, 2008. Had the
exchange rate between each of these currencies and the U.S. dollar remained constant, during the three months ended December
31, 2008 in comparison to three months ended December 31, 2007, our revenues ih aomsteny terms for the three months

ended December 31, 2008 would have been higher by $71 million at $1,242 million as against our reported revenues of $1,171
million , resulting in a growth of 14.6%.



The following table sets forth our revenues by indusegments for the three months ended December 31, 2008 and December
31, 2007:

Percentage of Revenue
Three months ended
December 31,

Industry Segments 200¢ 2007
Financial services 34.9% 36.8%
Manufacturing 19.6% 14.6%
Telecommunication 16.7% 21.1%
Retall 12.6% 12.0%
Others including utilities, logistics and services 16.2% 15.5%

The increase in the manufacturing segment during the three months ended December 31, 2008 as compared to the three months
ended December 31, 2007 is dueddiion of new clients.

Revenues from services represented 95.8% of total revenues for the three months ended December 31, 2008 as compared to
96.4% for the three months ended December 31, 2007. Sale of our software products represented 4.2% oé\wmnuesafor
the three months ended December 31, 2008 as compared to 3.6% for the three months ended December 31, 2007.

The following table sets forth the revenues from fixeite, fixedtimeframe contracts and tim@ndmaterials contracts as a
percentagef total services revenues for the three months ended December 31, 2008 and December 31, 2007:

Three months ended
December 31,

200¢ 2007
Fixed-price, fixedtime frame contracts 36.3% 32.8%
Time-andmaterials contracts 63.7% 67.2%

The following table sets forth our revenues by geographic segments for the three months ended December 31, 2008 and
December 31, 2007:

Percentage of Revenue
Three months ended
December 31,

Geographic Segments 200¢ 2007
North America 64.5% 62.3%
Europe 25.5% 28.6%
India 1.2% 1.2%
Rest of the World 8.8% 7.9%

During the three months ended December 31, 2008 the total billed peosths for our services other than business process
management grew by 14.5% compared to the three months ended De8&n#i#)7.The onsite and offshore volume growth for

our services other than business process management were 9.2% and 16.9% during the three months ended December 31, 2008
compared to the three months ended December 31, 2007. During the three monthseeeddteD31, 2008 there was a 5.3%

decrease in onsite rates and a 4.1% decrease in offshore rates compared to the three months ended December 31, 2007 for our
services other than business process management.

Cost of Sales
The following table sets forth ogost of sales for the three months ended December 31, 2008 and December 31, 2007:

(Dollars in millions)

Three months ended Change Percentag
December 31, 9 Change
200¢ 2007

Cost of sales $661 $62¢ $32 5.1%



As a percentage of revenues 56.4% 58.0%

(Dollars in millions)

Three months ended Change
December 31,
200¢ 2007

Personnel costs $541 $50¢ $37
Depreciation and amortization 39 39 -
Overseas travel expenses 31 31 -
Cost of software packages 15 19 4)
Provision for poskales client support 3 4 Q)
Rent 3 4 Q)
Communication expenses 4 6 2
Cost of technical subontractors 21 16 5
Computer maintenance 1 1 -
Consumables 1 1 -
Travelling and conveyance - - -
Other expenses 2 4 (2)
Total $661 $62¢ $32

The increase in personnel costs can be attributed to an increase in the number of employees and a compensation réview effecte
in April 2008.

Gross Profit
The following table sets forth our gross profit foe tifiree months ended December 31, 2008 and December 31, 2007:

(Dollars in millions)

Three months ended Percentag

December 31, g Change
200¢ 2007

Gross profit $51( $45¢ $5E 12.1%
As a percentage of revenues 43.6% 42.0%

The incease in gross profit as a percentage of revenues for the three months ended December 31, 2008 from the three months
ended December 31, 2007 is attributable to a 8.0% increase in revenues for the three months ended December 31, 2008, which
was partially oféet by a 5.1% increase in cost of sales in the same period compared to the three months ended December 31,

2007.

Revenues and gross profits are also affected by employee utilization rates. The following table sets forth the utiésabibn ra
billable enployees for total services, excluding business process outsourcing services:

Three months ended
December 31,

200¢ 2007
Including trainees 68.5% 70.1%
Excluding trainees 74.8% 77.4%

The increase in gross profit in spite of a decrease in uiilizaate is primarily attributable to decrease in cost of sales as a
percentage of revenue for the three months ended December 31, 2008 as compared to December 31, 2007.

Selling and Marketing Expenses

The following table sets forth our selling and méirkg expenses for the three months ended December 31, 2008 and December
31, 2007:

(Dollars in millions)







