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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 September 3C March 31,

200¢ 200¢
ASSETS
Current assets
Cash and cash equivalents 2.1 $2,20¢ $2,16°
Available-for-sale financial assets 67( )
Trade receivables 70C 724
Unbilled revenue 164 14¢
Derivative financial instruments 2.€ 5 i
Prepayments and other assets 2.3 10¢ 81
Total current assets 3,85¢ 3,12(
Non-current assets
Property, plant and equipment 24 94¢€ 92C
Goodwill 2.t 144 13t
Intangible assets 2E 6 7
Deferred income tax assets 2.1¢€ 10¢ 88
Income tax assets 2.1¢ 5¢ 54
Other noRcurrent assets & 6¢S 52
Total non-current assets 1,33¢ 1,25¢
Total assets $5,18¢ $4,37¢
LIABILITIES AND EQUITY
Current liabilities
Trade payables $2 5
Derivative financial instruments 2.€ T 22
Current income tax liabilities 2.1¢€ 137 11¢&
Client deposits 1 1

Unearned revenue 11€ 65
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Employee benefit obligations 2.7 2¢ 21

Provisions 2.6 22 18
Other current liabilities 2. 354 29(
Total current liabilities 661 537
Non-current liabilities

Deferred income tax liabilities 2.1¢ 8 7
Employee benefit obligations 2.7 48 48
Total liabilities 717 592
Equity

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

and outstanding 570,478,093 and 572,830,043 Sgptember 30, 2009 and
March 31, 2009, respectively

Share premium 681 672
Retained earnings 4,07( 3,61¢
Other components of equity (344, (570
Total equity attributable to equity holders of the company 4,471 3,78¢
Total liabilities and equity $5,18¢ $4,37¢

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

(Dollars in millions except share data)

Note Three months ended  Six months ended Septemb:e

September 30, 30,

200¢ 200¢ 200¢ 200¢
Revenues $1,15¢ $1,21¢ $2,27¢ $2,37:
Cost of sales 662 691 1,30¢ 1,38¢
Gross profit 49z 52t 971 98:<
Operating expenses:
Selling and marketing expenses 57 68 11C 12¢
Administrative expenses 85 96 17z 18:
Total operating expenses 142 164 283 31z
Operating profit 35C 361 68¢ 671
Other income / (expense) 2.1 8 (28) 17 (46)
Finance income 2.€ 41 43 87 8¢
Profit before income taxes 39¢ 37¢€ 79z 714
Income tax expense 2.1¢ 82 56 162 8€
Net profit $317 $32( $63( $62¢
Other comprehensive income
Exchange differences on translating foreign $(10; $(316 $22¢ $(590
operations
Total other comprehensive income $(10 $(316 $22¢ $(590
Total comprehensive income $301 $4 $85¢€ $3¢

Profit attributable to:

Owners of the company $31% $32( $63( $62¢

Noncontrolling interest T T T T
$317 $32( $63( $62¢

Total comprehensive income attributable to:

Owners of the company $307 $4 $85¢€ $3¢

Non-controlling interest T T i i
$301 $4 $85¢€ $3¢

Earnings per equity share
Basic ($) 0.5¢ 0.5¢ 1.1C 1.1C
Diluted ($) 0.5¢ 0.5¢ 1.1C 1.1C



Weighted average equity shares used in 2.17

computing earnings per equity share
Basic
Diluted

570,343,17 569,592,19 570,229,20 569,479,02
571,046,54 570,721,30 570,948,47 570,723,01

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 dgta

Shares Share  Share Retaine Other Total
capita premiu d componen equity
I mearnings s of equity attributabl
e to equity
holders of
the
company
Balance as of April 1, 2008 571,995,7 $64  $65t¢ $2,89¢ $301 $3,91¢
8
Changes in equity for the six months ended September 30,
2008
Sharegssued 504,09 i 8 T i 8
Dividends (including corporate dividend tax) T T T (424 T (424,
Total comprehensive income T i T 62€ (590 38
Balance as of September 30, 2008 572,499,8 $64 $66:  $3,10( $(289 $3,53¢
5
Balance as of April 1, 2009 572,830,00 $64  $67z $3,61¢ $(570 $3,78¢
3
Changes in equity for the six months ended September 30,
2009
Shares issued 481,65( T 9 1 T 9
Treasury shares* (2,833,60! T 1 1 T 1
)
Reserves on consolidation of trusts ) i ) 1C i 1C
Dividends (including corporate dividend tax) T T T (188 T (188;
Total comprehensive income T i T 63( 22€ 85€
Balance as of September 30, 2009 570,478,0 $64 $681 $4,07( $(344 $4,47:
3
The accompanying notes form an integral part of the unaudited consolidated finarst@iements

*Treasury shares held by controlled trusts consolidated effective July 1, 2009.

Infosys Technologies Limited and subsidiaries

Unaudited Consolidated Statements of Cash Flow

(Dollars in millions)

NoteSix months ended Septembt

30,

200¢ 200¢
Operating activities:
Net profit $63( $62¢
Adjustments to reconcile net profit to net cash provided by operating
activities:
Depreciation and amortization 2.4 and 2. 94 81
Income tax expense 2.1¢ 162 86
Income on investments 2.€ @) T

Changes in working capital
Trade receivables

63 (69)



Prepayments and other assets (31) 18

Unbilled revenue (8) 77
Trade payables 3 (8)
Client deposits T 5
Unearned revenue 47 25
Other liabilities and provisions 31 87
Cash generated from operations 97¢ 77€
Income taxes paid 2.1¢ (164 (76)
Net cash provided by operating activities $81< $70(
Investing activities:

Payment for acquisition of business, net of cash acquired 2.2 ) $(3)
Expenditure on property, plant and equipment 2.4 (71) (168
Loans to employees 1 4)
Non-current deposits placed with corporation (12) (12)
Income on investments 7 )
Investment in availabléor-sale financial assets (988 (60)
Redemption of availablfor-sale financial assets 32t 7€
Net cash used in investing activities $(738 $(171
Financing activities:

Proceeds from issuance of common stock on exercise of employee stock o) $9 $8
Payment of dividends (including corporate dividend tax) (188 (424
Net cash used in financing activities $(179 $(416
Effect of exchange rate changes on cash and cash equivalents $14¢ $(285
Net (decrease)/ increase in cash and cash equivalents (103 11z
Cash and cash equivalents at the beginning 2.1 2,167 2,05¢
Cash and cash equivalents at the end 2.1 $2,20¢ $1,88¢

Supplementary information:
Restricted cash balance 2.1 $11 $1
The accompanying notes form an integral part of the unaudited consolidated financial statements

Notes to the Consolidated Financial Statements
1. Company Overview and Significant Accounting Policies
1.1 Company overview

Infosys Technologies Limited (Infosys or the company) along with its majority owned and controlled subsidiary, Infosys BPO
Limited (Infosys BPO), its controlled trusts and wholly owned and controlled subsidiaries, Infosys Techridlasfiegia) Pty.

Limited (Infosys Australia), Infosys Technologies (China) Co. Limited (Infosys China), Infosys Consulting, Inc. (Infosys
Consulting), Infosys Technologies S. DE R.L. de C.V. (Infosys Mexico), Infosys Technologies (Sweden) AB (Infosss) Swed

and Infosys Tecnologia DO Brasil LTDA. (Infosys Brasil) is a leading global technology services company. The Infosys group of
companies (the Group) provides eiodend business solutions that 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;engineering, maintenance, systems integration, package evaluation and
implementationtesting 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 limited company incorporated and domiciled in India and has iteredgaffice at Bangalore,

Karnataka, India. The company has its primary listing on the Bombay Stock Exchange and National Stock Exchange in India.

The companyds American Depositary Shares repr esMakeétiTheg equi ty
company6s consolidated interim financial statements were aut
22, 2009.

1.2 Basis of preparation of financial statements

These consolidated financial statements as at and fahtee months and six months ended September 30, 2009, have been
prepared in compliance with International Financial Reporting Standards as issued by the International Accounting Standards
Board (IFRS), under the historical cost convention on the accrea &gcept for certain financial instruments which have been



measured at fair values. These financial statements are prepared in accordance with IAS 34, Interim Financial Reporting, and
should be read in conjunction with the consolidated financial statsragd related notes included in the company's Annual
Report on Form 26 for the fiscal year ended March 31, 2009.

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

Infosys consolidates entities which it owns or controls. Control exists when the Group has the power to govern tharfidancial
operating policies of an entity so as to obtain benefits from its activities. In assessing control, potential \asirtgaticare
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 consolidated on-tg-line basis and intrgroup balances and
transactions including unrealized gain/ loss from such transactions are eliminated upon consolidation. The consolidiated finan
statements are prepared by applying uniform accounting policies in use at the Growonholing inteests which represent

part of the net profit or loss and net assets of subsidiaries that are not, directly or indirectly, owned or contraledrbyahy,

are excluded.

1.4 Use of estimates

The preparation of the financial statements in conformity WHRS requires management to make estimates, judgments and
assumptions. These estimates, judgments and assumptions affect the application of accounting policies and the reparted amount
of assets and liabilities, the disclosures of contingent assetsadnildidis at the date of the financial statements and reported
amounts of revenues and expenses during the period. Application of accounting policies that require critical accouatasy estim
involving complex and subjective judgments and the use of gdmms 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 thase. estima
Appropriate changes in estimates are made as management beconesfawaanges in circumstances surrounding the
estimates. Changes in estimates are reflected in the financial statements in the period in which changes are made réad, if mat
their effects are disclosed in the notes to the consolidated financial estsem

1.5 Critical accounting estimates
Revenue recognition

The company uses the percentagieompletion method in accounting for its fixpdce contracts. Use of the percentage

completion method requires the company to estimate the efforts expendietie 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 uncomptetgdas are recorded in the period in which such

losses become probable based on the expected contract estimates at the reporting date.

Income taxes

The company's two major tax jurisdictions are India and the U.S., thougtothgany also files tax returns in other 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 than not basis. Also refer t8.Mote

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 customers for software @eetommrelated
services and business process management services are either oipadedikedtimeframe or on a timandmaterial basis.

Revenue on timandmaterial contracts are recognized as the related services are performed and revenueefrdroftties last
billing to the balance sheet date is recognized as unbilled revenues. Revenue fropmidixetixedtimeframe contracts is
recognized as per the percentadeompletion method. 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 in which such losses become probable based on the current contract estimates
Costs ad earnings in excess of 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 software development and related services and maintenance services, the company has applied the guidance
in IAS 18, Revenue, by applying the revenue recognition criteria for each separately identifiable component of a single
transaction. Tl arrangements generally meet the 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
component of ardinsaction at its fair value, in 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 estatdisinabject

reliabe evidence of fair value for the 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 valu esred undeliv
componats of a transaction has been allocated to the delivered components for which specific fair values do not exist.

License fee revenues are recognized when the general revenue recognition criteria given in IAS 18 are met. Arrangements to
deliver software prducts 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 arrangemengs. Objectiv
and reliable evidence ofifasalue has been established for ATS. Objective and reliable evidence of fair value is the price charged
when the element is sold separately. When other services are provided in conjunction with the licensing arrangement and
objective and reliable evidea®f their fair values have been established, the revenue from such contracts are allocated to each
component of the contract in a manner, whereby revenue is deferred for the undelivered services and the residual amounts are
recognized as revenue for delred elements. In the absence of objective and reliable evidence of fair value for implemen tation,
the entire arrangement fee for license and implementation is recognized as the implementation is performed. Revenoe from clie
training, support and otheervices arising due to the sale of software products is recognized as the services are performed. ATS
revenue is recognized ratably over the period in which the services are rendered.

Advances received for services and products, are reported as cliesitsleptil all conditions for revenue recognition are met.

The company accounts for volume discounts and pricing incentives to customers as a reduction of revenue based on the ratable
allocation of the discounts/ incentives amount to each of the undgngirenue transaction that results in progress by the
customer towards earning the discount/ incentive. Also, when the level of discount varies with increases in levels of revenue
transactions, the company recognizes the liability based on its estinthge amfstomer's future purchases. If it is probable that

the criteria for the discount will not be met, or if the amount thereof cannot be estimated reliably, then discourdagminéde

until the payment is probable and the amount can be estimataetlyelihe company recognizes changes in the estimated
amount of obligations for discounts in the period in which the change occurs. The discounts are passed on to the t@stomer eit

as direct payments or as a reduction of payments due from the customer.

The company presents revenues net of vatleed taxes in its consolidated statement of comprehensive income.
1.7 Property, plant and equipment including capital workin-progress

Property, plant and equipment are stated at cost, less accumulated deprecidtimpairments, if any. The direct costs are
capitalized until the property, plant and equipment are ready for use, as intended by management. The company depreciates
property, plant and equipment over their estimated useful lives using the stirségimethod. The estimated useful lives of assets

are as follows:

Buildings 15 years
Plant and machine5 years
Computer 2-5 years
equipment

Furniture and 5 years
fixtures

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 outstanding at each balance sheet date and the cost of
assets not put to use before such date are disclosed under I'@apkan-progress”. Subsequent expenditures relating to



property, plant and equipment is capitalized only when it is probable that future economic benefits associated withfiinese wil

to the Group and the cost of the item can be measured reliablgirRepd maintenance costs are recognized in the statement of
comprehensive income when incurred. The cost and related accumulated depreciation are eliminated from the consolidated
financial statements upon sale or disposition of the asset and the tegaltenor losses are recognized in the statement of
comprehensive income. Assets to be disposed off are reported at the lower of the carrying value or the fair value ks cost t

1.8 Business combinations

Business combinations have been accourdedising the purchase method under the provisions of IFRS 3 (Revised), Business
Combinations. Cash and amounts of consideration that are determinable at the date of acquisition are included in dieéermining
cost of the acquired business.

The cost of an @uisition is measured at the fair value of the assets given, equity instruments issued or liabilities incurred or
assumed at the dates of exchange. Identifiable assets acquired and liabilities and contingent liabilities assumedss a busine
combination ee measured initially at their fair value on the date of acquisition.

1.9 Goodwill

Goodwill represents the cost of business acquisition in excess of the Group's interest in the net fair value of idessifiable
liabilities and contingent liabilitiesf the acquiree. When the excess is negative, it is recognized immediately in the statement of
comprehensive income.

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

Intangible assets are stated at cost less adateduamortization 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 agsis 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)yvahd the le
of maintenance expenditures required to abthé 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 is demonstrated, future economic benefiscdrable, 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 under contractual arrangements with customecuate@es cost of sales.

1.11Financial instruments

Financial instruments of the Group are classified in the following categoriesianmative financial instruments comprising of
loans and receivables, availalite-sale financial assets and trade afiter payables; derivative financial instruments under the
category of financial assets or financial liabilities at fair value through profit or loss. The classification of firesini@hénts
depends on the purpose for which those were acquired. Maeagdetermines the classification of its financial instruments at
initial recognition.

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

Loans and receivables are rnderivative financial assets with fixed or determinable payments thata 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. Loans and receivables are measured initially at fair valugrapkesction costs and
subsequently carried at amortized cost using the effective interest method, less any impairment loss. Loans and rezeivables a
represented by trade receivables, unbilled revenue, cash and cash equivalents and certificates ofakpa@sid cash
equivalents comprise cash and bank deposits and deposits with financial institutions. The company considers all highly liquid
investments with a remaining maturity at the date of purchase of three months or less and that are readityecttnkadivn



amounts of cash to be cash equivalents. Certificates of deposit is a negotiable money market instrument for fundsatieposit ed
bank or other eligible financial institution for a specified time period.

(i) Available-for-sale financial asset

Available-for-sale financial assets are nderivatives that are either designated in this category or are not classified in any of the
other categories. Availabfler-sale financial assets are recognized initially at fair value plus transactionsSigsiequent to

initial recognition these are measured at fair value and changes therein, other than impairment losses and foreignamshange g
and losses on availakfer-sale monetary items are recognized directly in other comprehensive income. Wheasament is
derecognized, the cumulative gain or loss in other comprehensive income is transferred to net profit in the statement of
comprehensive income. These are presented as current assets unless management intends to dispose off the aseathsafter 12
from the balance sheet 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
Finangal assets or financial 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 assetdkassified as held for 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 suchragyfo exchange forward and 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 eraadial institution. Although 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 derivatia¢ i#h either not designated 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 agmized in the statement of
comprehensive income when incurred. Subsequent to initial recognition, derivatives are measured at fair value thraugh profit
loss as exchange gains or losses. Assets/ liabilities in this category are presented as ctsfentrastsdiabilities if they are

either held 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 issuance of new ordinary shares and
options are recognized as a deduction from equity, net of any tax effects.

Treasury Shares

When any entity within the Groupurchases the company's ordinary shares, the consideration paid including any directly
attributable incremental cost is presented as a deduction from total equity, until they are cancelled, sold or reissued. When
treasury shares are sold or reissued syuEs#ly, the amount received is recognized as an increase in equity, and the resulting
surplus or deficit on the transaction is transferred to/ from retained earnings.

1.12 Impairment

a. Financial assets



The Group assesses at each balance sheet dateewtiere is objective evidence that a financial asset or a group of financial
assets is impaired. A financial asset is considered impaired if objective evidence indicates that one or more eventa have had
negative effect on the estimated future caswslof that asset. Individually significant financial assets are tested for impairment

on an individual 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 calculated as the difference between 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 net profit in the statement of comprehensive income.

(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 activeanieding

for the security are objective evidence that the security is impaired. An impairment loss in respect of an-fradialele
financial asset is calculated by reference to its fair value and is recognized in net profit in the statement of coreprehensiv
income. The cumulative loss that was recognized in other comprehensive income is transferred to net profit in the $tatement o
comprehensive income upon impairment.

b. Nonfinancial assets
(i) Goodwill

Gooduwill is tested for impairment on an annual basid 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 combination iscdted to the Group's cash generating units (CGU) expected to benefit from the
synergies arising from the business combination. A CGU is the smallest identifiable group of assets that generatewsash inflo
that are largely independent of the cash inflovesmf 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 sell andatsein-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 anithi¢hen to
other assets of tHeGU prorata on the basis of the carrying amount of each asset in the CGU. An impairment loss on goodwill is
recognized in the statement of comprehensive income and is not reversed in the subsequent period.

(i) Intangible assets and property, plant and egipment

Intangible assets and property, plant and equipment are evaluated for recoverability whenever events or changes igeircumstan
indicate that their carrying amounts may not be recoverable. For the purpose of impairment testing, the recovardhieeamo

the higher of the fair value less cost to sell and the vMahuse) 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 racuuertbde
determined for the CGU to which the asset belongs.

If such assets are considered to be impaired, the impairment to be recognized in net profit in the statement of comprehensive
income is measured by the amount by which the carrying value of#le¢seexceeds the estimated recoverable amount of the
asset.

c. Reversal of impairment loss

An impairment loss for financial assets is reversed if the reversal can be related objectively to an event occurrieg after th
impairment loss was recognized. Amgairment loss in respect of goodwill is not reversed. In respect of other assets, an
impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amoung The carryin
amount of an asset other than goodwillnsreased 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 been recognized for the asset in pri@ryeA reversal of impairment loss for an asset other than goodwill and avditable



sale financial assets that are equity securities is recognized in the statement of comprehensive income. Feioasgaikable
financial assets that are equity secastithe reversal is recognized in other comprehensive income.

1.13Fair value of financial instruments

In determining the fair value of its financial instruments, the company uses a variety of methods and assumptionsdédt are ba
on market conditions amikks existing at each reporting date. The methods used to determine fair value include discounted cash
flow analysis, available quoted market prices and dealer quotes. All methods of assessing fair value result in general
approximation of value, and suehlue may never actually be realized.

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 imaptado determine the fair values with
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
estimate reliably, and it is probable that 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 risks specific to the liability.

a. Post sales client support

The company provides its clients with a fixpdriod post sales support for corrections of errors and telephone support on all its
fixed-price, fixedtimeframe contracts. @sts associated with such support services are accrued at the 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 matectenges 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 costsmgeting the future obligations under the contract. The provision is measured at the present 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 tl@&roup recognizes any impairment loss on the assets associated with that contract.

1.15 Foreign currency
Functional and presentation currency

The functional currency of Infosys and Infosys BPO is the Indian rupee. The functional currencies for InfisigaAlnfosys

China, Infosys Consulting, Infosys Mexico, Infosys Sweden and Infosys Brasil are the respective local 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 liabilities are translated into the relevant functional currency at exchange
rates in effect at the balance sheet date. The gains or losses resulting fromarssietians are included in net profit in the
statement of comprehensive income. Nponetary assets and naronetary liabilities denominated in a foreign currency and
measured at fair value are translated at the exchange rate prevalent at the date falireratbe was determined. Nomonetary

assets and nemonetary liabilities denominated in a foreign currency and measured at historical cost are translated at the
exchange rate prevalent at the date of transaction.

Transaction gains or losses realizgubn settlement of foreign currency transactions are included in determining net profit for the
period in which the transaction is settled. Revenue, expense anflovasiems denominated in foreign currencies are translated
into the relevant functionalucrencies using the exchange rate in effect on the date of the transaction.



The translation of functional currencies to U.S. dollars is performed for assets and liabilities using the exchandéecitatin e

the balance sheet date and for revenue, erpand caslflow items using the average exchange rate for the respective periods.

The gains or losses resulting from such translation are included in currency translation reserves under other components of
equity. When a subsidiary is disposed off, in marin full, the relevant amount is transferred to net profit in the statement of
comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabdifie®gfit
entity and trarlated 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 attributable to the equity holders of the company dytéide weig
average number of equity shares tantding during the period. Diluted earnings per share is computed by dividing the net profit
attributable to the equity holders of the company by the weighted average number of equity shares considered for deriving bas
earnings per share and also thegh&d average number of equity shares that could have been issued upon conversion of all
dilutive potential equity shares. The diluted potential equity shares are adjusted for the proceeds receivable hadbisenshares
actually issued at fair value (i.the average market value of the outstanding shares). Dilutive potential equity shares are deemed
converted as of the beginning of the period, unless issued at a later date. Dilutive potential equity shares are determined
independently for each period presed.

The number of shares and potentially dilutive equity shares are adjusted retrospectively for all periods presentedafer any sh
splits and bonus shares issues including for changes effected prior to the approval of the financial statementais dhe B
Directors.

1.17 Income taxes

Income tax expense comprises current and deferred income tax. Income tax expense is recognized in net profit in thef statement
comprehensive income except to the extent that it relates to items recognized diregtlity, in which case it is recognized in

other comprehensive income. Current income tax for current and prior periods is recognized at the amount expectedato be paid
or recovered from the tax authorities, using the tax rates and tax laws that bavenbeted or substantively enacted by the
balance sheet date. Deferred income tax assets and liabilities are recognized for all temporary differences arisingebtetwveen t
bases of assets and liabilities and their carrying amounts in the financialesteteexcept 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 combinatioreetsad aff
neither accounting nor taxable profit or loss at the time of the transadgderred tax ass ets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Deferred income tax assets and liabilities are measured using tax rates and tax ldagethmen enacted or substantively
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 in tax rates on deferredtarcassets 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 that future taxable profit will lablavagainst 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 earnings of the subsidiary or Hrammhbei distributed in the
foreseeable future. The income tax provision for the interim period is made based on the best estimate of the annuax average
rate expected to be applicable for the full fiscal year. The company offsets current taxrabsetsemnt tax liabilities, where it

has a legally enforceable right to set off the recognized amounts and where it intends either to settle on a net bealigeor to

the asset and settle the liability simultaneously. Tax benefits of deductions earme@rcise 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 for gratuity, a defined teimefitent 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 respective employee'sl shkatgraure of
employment.



Liabilities with regard to the Gratuity Plan are determined by actuarial valuation at each balance sheet date usingete proje
unit credit method. The company fully contributes all ascertained liabilities to the Infosysolagibs 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 contributions are invested indgségifated 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 its balance sheet as an asset orebaleiitivety in
accordance with IAS 19, Employee benefits. The discount rate is based on the Government securities yield. Actuarial gains and
losses arising from experience adjustments and changes in actuarial assumptions are charged or crediteénerhefstat
comprehensive income in the period in which they arise. When the computation results in a benefit to the Group, thd recognize
asset is limited to the net total of any unrecognized past service costs and the present value of any futuremefoaegsamoor
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 superannuation pldoe (Plan) to the Infosys Technologies Limited Employees' Superannuation Fund

Trust (Infosys Superannuation Trust) based on a specified percentage of each covered employee's salary. The company has no
further obligations to the Plan beyond its monthly dontions. Effective April 1, 2005, a portion of the monthly contribution

amount is being paid directly to the employees as an allowance and the balance amount is contributed to the Infosys
Superannuation Trust.

Certain employees of Infosys BPO are aldgilele for superannuation benefit. Infosys BPO has no further obligations to the
superannuation plan beyond its monthly contribution which are periodically contributed to a trust fund, the corpus sf which i
invested with the Life Insurance Corporationmdia.

Certain employees of Infosys Australia are also eligible for superannuation benefit. Infosys Australia has no furthensbdigat
the superannuation plan beyond its monthly contribution.

1.18.3 Provident fund

Eligible employees of Infosys reeei benefits from a provident fund, which is a defined benefit plan. Both the employee and the
company make monthly contributions to the provident fund plan equal to a specified percentage of the covered emplgyee's salar
The company contributes a parttbé contributions to the Infosys Technologies Limited Employees' Provident Fund Trust. The
remaining portion is contributed to the government administered pension fund. The rate at which the annual interesttis payabl
the beneficiaries by the trust isihg administered by the government. The company has an obligation to make good the shortfall,
if any, between the return from the investments of the Trust and the notified interest rate.

In respect of Infosys BPO, eligible employees receive benefitsdrpnovident fund, which is a defined contribution plan. Both

the employee and Infosys BPO make monthly contributions to this provident fund plan equal to a specified percentage of the
covered employee's salary. Amounts collected under the provident fandapd deposited in a government administered
provident fund. The company has no further 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-arclmulating in nature. The expected

cost of accumulating compensated absences is measured based on the additional amount expected to be paid/availefd as a result
the unused entitlement that has accumulated at the balance sheet date. Expensscammutating compensated absences is
recognized in the period in which the absences occur.

1.19 Sharebased compensation

The Group recognizes compensation expense relating to-lshsed payments inet profit using a faiwalue measurement
method in accordance with IFRS 2, ShBased Payment. Under the fair value method, the estimated fair value of awards is
charged to income on a straigiite basis over the requisite service period for each seharaesting portion of the award as if

the award was hsubstance, multiple awards. The Group includes a forfeiture estimate in the amount of compensation expense
being recognized.



The fair value of each option is estimated on the date of grant usimjatieScholesMerton valuation model. The expected
term of an option is estimated based on the vesting term and contractual term of the option, as well as expected exercise beh
of the employee who receives the option. Expected volatility during xpected term of the option is based on historical
volatility, during a period equivalent to the expected term of the option, of the observed market prices of the comfialyy's pub
traded equity shares.

Expected dividends during the expected term of fit®p are based on recent dividend activity. Rigle interest rates are based
on the government securities yield in effect at the time of the grant over the expected term.

1.20 Dividends

Final dividends on shares are recorded as a liability on theoflapproval by the shareholders and interim dividends are
recorded as a liability on the date of declaration by the company's board of directors.

1.21 Operating profit

Operating profit for the Group is computed considering the revenues, net of coksofssling and marketing expenses and
administrative expenses.

1.22 Finance income

Finance income comprises interest income on deposits. Interest income is recognized using the effective interest method.
1.23 Dividend income

Dividend income is recognized when the right to receive payment is established.

1.24Recent accounting pronouncements

1.24.1 Standards early adopted by the company

1. IFRS 8, Operating Segments is applicable for annual periods beginning on or after Ja2089. This standard was
early adopted by the company as at April 1, 2007. IFRS 8 replaces IAS 14, Segment Reporting. The new standard
requires a 'management approach’, under which segment information is presented on the same basis as that used for
intemal reporting provided to the chief operating 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 allded in accordance to the requirements of this Standard.

2. IFRS 3 (Revised), Business Combinations, as amended, is applicable for annual periods beginning on or after July 1,
2009. This standard was early adopted by the company as at April 1, 2009. BGsimdssations consummated after
April 1, 2009 will be impacted by this standard. IFRS 3 (Revised) primarily requires the acquidgitea costs to be
recognized as period expenses in accordance with the relevant IFRS. Costs incurred to issue dgbtsecwedigs
are required to be recognized in accordance with IAS 39. Consideration, after this amendment, will include fair values
of all interests previously held by the acquirer-rReasurement of such interests to fair value would be carried out
through net profit in the statement of comprehensive income. Contingent consideration is required to be recognized at
fair value even if not deemed probable of payment at the date of acquisition.

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

interest (NCI) in the entity acquired at fair value of their proportion of identifiable assets and liabilities or at full fai
value. The first method will result in a marginal difference in the measateshgoodwill from the existing IFRS 3;
however the second approach will require recording goodwill on NCI as well as on the acquired controlling interest.
Upon consummating a business transaction in future the company is likely to adopt the firstforetreasuring NCI.

3. IAS 27, as amended, is applicable for annual periods beginning on or after July 1, 2009. This standard was early
adopted by the company as at April 1, 2009. It requires a mandatory adoption of economic entity model which treats all
providers of equity capital as shareholders of 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 purchae of some or all of the NCI is treated as 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 @ss is recognized on the portion that has been 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 tabatte their share of net profit and reserves to the NCI even if this results

in the NCI having a deficit balance.

1.24.2Recently adopted accounting pronouncements

1. 1AS 1, Presentation of Financial Statements is applicable for annual periods beginamaften January 1, 2009. This
Standard was adopted by the company as at April 1, 2009. Consequent to the adoption of the standard, title for cash
flows has been changed to 6Statement of Cash fikahanwd . Furt
statements, a single 6Statement of Comprehensive I ncomeb

2. IFRIC Interpretation 18, Transfers of Assets from Customers defines the treatment for property, plant and equipment
transferred by customers to companies or for cash received to beéireproperty, plant and equipment that must be
used either to connect the customer to a network or to provide the customer with ongoing access to a supply of goods or
services, or to do both.

The item of property, plant and equipment is to be initialgognised by the company at fair value with a
corresponding credit to revenue. If an ongoing service is identified as a part of the agreement, the period over which
revenue shall be recognised for that service would be determined by the terms oféheeageth the customer. If

the period is not clearly defined, then revenue should be recognized over a period no longer than the useful life of the
transferred asset used to provide the ongoing service. This interpretation is applicable prospectaesfers bf

assets from customers received on or after July 1, 2009. The company has adopted this interpretation prospectively for
all assets transferred after July 1, 2009. There has been no material impact on the company as a result of the adoption of
this interpretation.

2 Notes to the consolidated financial statements
2.1 Cash and cash equivalents
Cash and cash equivalents consist of the following:

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Cash and bank deposits $1,89: $1,91:
Deposits with corporations 317 25€
$2,20¢ $2,16"

Cash and cash equivalents as of September 30, 2009 include restrictedlaast of $11 million. The restricted cash balance as
of March 31, 2009 was less than $1 million. The restrictions are primarily on account of cash balances held by irrexstsable tr
controlled by the company and unclaimed dividends.

The deposits mainit@ed by the Group with corporations are comprised of time deposits, which can be withdrawn by the Group at
any point without prior notice or penalty on the principal.

The table below provides details of cash and cash equivalents:

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢

Current Accounts
ABN Amro Bank, China $3 $1



ABN Amro Bank account in U.S. dollars, China

Bank of America, U.S.A

Bank of America, Mexico

Banamex, Mexico

Citibank N.A., Australia

Citibank N.A., Brazil

Citibank N.A., Czech Republic

Citibank N.A. account in Euro, Czech Republic
Citibank N.A. account in U.S. dollars, Czech Republic
Citibank N.A., Japan

Citibank N.A., Singapore

Deutsche Bank, Belgium

Deutsche Bank, Germany

Deutsche Bank, India

Deutsche Bank, Netherlands

Deutsche Bank, Singapore

Deutsche Bank, account in U.S. dollars, Philippines,
Deutsche Bank, United Kingdom

Deutsche Bank account in U.S dollars, Switzerland
Deutsche BanHEEFC account in Euro, India

Deutsche BanHEEFC account in Swiss Franc, India
Deutsche BardEEFC account in United Kingdom Pound Sterling, India
Deutsche BanHEEFC account in U.S. dollars, India
HSBC Bank, United Kingdom

ICICI Bank, India

ICICI Unclaimed dividend account

ICICI Bank-EEFC account in United Kingdom Pound Sterling, India
ICICI Bank-EEFC account in U.S. dollars, India
National Australia Bank Limited, Australia

National Australia Bank Limited account in U.S. dollars, Australia
Standard Chartered Bank, UAE

Royal Bank of Canada, Canada

Deposit Accounts

Andhra Bank, India

Bank of Baroda, India

Bank of Maharashtra, India
Barclays Bank, Plc. India
Canara Bank, India

Citibank N.A., Czech Republic
Corporation Bank, India

DBS Bank, India

Deutsche Bank , Poland

HDFC Bank, India

HSBC Bank, India

ICICI Bank, India

IDBI Bank, India

ING Vysya Bank, India

Indian Overseas Bank

National Australia Bank Limited, Australia
Oriental Bank of Commerce
Punjab National Bank, India
Standard Chartered Bank, India
State Bank of Hyderabad, India
State Bank of India, India

State Bank of Mysore, India
Syndicate Bank, India

The Bank of Nova Scotia, India
Union Bank of India, India
Vijaya Bank, India

Deposits with corporations

2 3
37 11€
4 T
2 T
4 7
1 T
1 T

T 1
1 1
1 T
1 2
1 1
1 1
1 2
2 T
3 T
1 T
5 11
1 T
12 5
1 1
1 T
21 2
T 2
3 4
1 T
5 1
4 8
6 6
2 2
1 T
2 1
$131 $17¢
$17 $1€
172 162
8C 10€
3E 28
212 157
3 1
49 68
1C 5
1 i
3 T
38 5€
20¢ 11C
11¢€ 10¢
5 1C
14 T
64 4E
27 i
164 9t
T 7
43 3¢
271 41¢
74 9¢
104 9¢
2 6¢
28 17
2C 19
$1,76( $1,73:¢




HDFC Limited, India $31¢€ $25¢€

Sundaram BNP Paribus Home Finance Limited 1 |
$317 $25¢
Total $2,20¢ $2,167

2.2 Business combinations

On April 1, 2008, Infosys Australia acquired 100% of the equity sharbiistream Software Pty Limited (MSPL) for a cash
consideration of $3 million. In connection with this acquisition, intellectual property rights amounting to $3 million were
recorded. Considering the economic benefits expected to be obtained from teetirteproperty rights, this amount has been
fully amortised during the previous year.

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

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Current

Rental deposits $7 $7
Security deposits with service providers 8 7
Loans to employees 2C 22
Prepaid expenses 8 7
Interest accrued and not due 7 1
Withholding taxes 51 33
Advance payments to vendors for supply of goods 3 3
Other assets 4 1
$10¢ $81

Non-current
Loans to employees $4 $2
Deposit with corporation 65 5C
$6¢ $52
$17% $13:
Financial assets in prepayments and other assets $162 $12:

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

Deposit with corporation represents amounts deposited to settle certain entplayes obligations as and when they arise
during the namal course of business.

2.4 Property, plant and equipment
Property, plant and equipment consist of the following as of September 30, 2009:

(Dollars in millions)

Gross Accumulated Carrying

carrying value depreciation value

Land $6¢ i $6¢
Buildings 65¢ (132 52¢
Plant and machinery 2717 (136; 141
Computer equipment 274 (226] 48
Furniture and fixtures 17¢ (98) 78
Vehicles 1 T 1

Capital workin-progress 87 i 87




$1,53¢ $(592 $94¢

Property, plant and equipment consist of the following as of March 31, 2009:

(Dollars in millions)

Gross Accumulated Carrying

carrying value depreciation value

Land $5€ i $5€
Buildings 574 (106; 46¢
Plant and machinery 23¢ (203 13C
Computer equipment 245 (189; 54
Furniture and fixtures 15z (76) 77
Vehicles 1 T 1
Capital workin-progress 134 T 134
$1,39: $(474 $92(

Following are the changes in the carrying value of property, plant and equipment for the three months ended Septensber 30, 200

(Dollars in millions)

Capital
Plant and Computer Furniture work-in-
Land Buildings machinery equipmeniand fixtures  Vehicles  progress Total
Carrying value as at
July 1, 2009 $5¢ $511 $141 $4¢ $81 $1 $11¢ $95¢
Translation differences 1 1) 3 ) 2) ) 1) 6)
Additions / (deletions) 8 24 16 14 7 T (28) 41
Depreciation T (11) (13) (15) (8) T T (47)
Carrying value as at
September 30, 2009 $6¢ $528 $141 $4¢ $7¢ $1 $87 $94¢€

Following are the changes in the carrying value of property, plareguigment for the three months ended September 30, 2008:

(Dollars in millions)

. Capital
Land Buildings Plan’_[ and Cor_nputer Fur_nlture Vehicles  work-in- Total
machinery equipmeniand fixtures
progress
Carrying value as at
July 1, 2008 $52 $394 $11¢ $51 $6E $1 $311 $99(
Translation differences (5) (36) (20) (8) @) T 27) (93)
Additions 9 31 14 18 9 i 11 92
Depreciation T (8) (11) (14) (@) T i (40)
Carrying value as at
September 30, 2008 $57 $381 $10¢ $47 $6C $1 $29t $94¢

Following are the changes in the carrying value of property, plant and equipment for the six months ended September 30, 2009:

(Dollars in millions)

. Capital

Land Buildings Plan‘.[ and CompUter Fu':mture Vehicles  work-in- Total
machinery equipmentand fixtures
progress
Carrying value as at

April 1, 2009 $5€ $46¢ $13( $54 $77 $1 $13¢ $92(
Translation differences 4 27 6 2 3 T 6 48
Additions / (deletions) 8 49 31 21 15 T (53) 71
Depreciation T (21) (26) (29) (17) T T (93)

Carrying value as at
September 30, 2009 $6€ $52¢ $141 $4¢ $7¢ $1 $87 $94¢




Following are the changes in the carrying value of property, plant and equipment for the six months ended September 30, 2008:

(Dollars in millions)

. Capital
T Plant and Computer Furniture e .
Land Buildings machinery equipmentand fixtures Vehicles  work-in- Total
progress
Carrying value as at
April 1, 2008 $57 $39¢ $11: $5¢€ $6¢ i $331 $1,02:
Translation differences 9) (60) (18) (13) (12) i (49) (161
Additions 9 62 34 31 18 1 13 16¢
Depreciation ) (16) (21) (29) (14) T T (80)
Carrying value as at
September 30, 2008 $57 $381 $10¢ $47 $6C $1 $29t $94¢

The depreciation expense for the three months and six months ended September 30, 2009 and September 30, 2008 is included in
cost of sales in the statement of comprehensive income.

Carrying value of land includes $32 million and $22 million as at SepteBh&009 and March 31, 2009, respectively, towards
deposits paid under certain leasemnsale agreements to acquire land including agreements where the company has an option to
purchase the properties on expiry of the lease period. The company has piea8l9% of the market value of the properties
prevailing at the time of entering into the leasen-sale agreements with the balance payable at the time of purchase.

The contractual commitments for capital expenditure were $57 million and $73 millafrSaptember 30, 2009 and March 31,
2009, respectively.

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

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Carrying value at the beginning $13¢ $17¢
Translation differences 9 (39)
Carrying value at the end $14¢ $13¢

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

(Dollars in millions)

Segment As of
September 3C March 31,
200¢ 200¢
Financial services $5¢€ $5z
Manufacturing 2C 18
Telecom 3 2
Retail 47 44
Others 18 18
Total $14¢ $13¢

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 decisions about resources to be allocated to the
segmehand to assess its performance.

The recoverable amount of a CGU is the higher of its fair value less cost to sell and Hs-weaeThe fair value of a CGU is
determined based on the market capitalization. The \iatuse is determined based on sfieaalculations. These calculations
use pretax cash flow projections over a period of five years, based on financial budgets approved by management and an average



of the range of each assumption mentioned below. As at March 31, 2009, the estimatedbiecar®unt of the CGU exceeded
its carrying amount. The recoverable amount was computed based on the fair value being higher thiausalaed the
carrying amount of the CGU was computed by allocating the net assets to operating segments foogheopimpairment
testing. The key assumptions used for the calculations are as follows:

In %
Long term growth rate 8%-10%
Operating margins 17%-20%
Discount rate 13.3%

The above discount rate is based on the Weighted Average Cost of Capital (WACC) of the company. These estimates are likely
to differ from future actual results of operations and cash flows.

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

(Dollars in millions)

As of

September 3C March 31,

200¢ 200¢

Gross carrying value at the beginning $11 $11
Intellectual property rights acquired (Refer Note 2.2) T 3
Translation differences T (3)
Gross carrying value at the end $11 $11
Accumulated amortization at the beginning $4 T
Amortization expense 1 4
Accumulated amortization at the end $E $4
Net carrying value $€ $7

The intangible customer contracts are being amortized over a period of seven years, being management's estimate of the useful
life of the respective assets, based on the life over which economic benefits are expected to be realized. As of September 30
2009, the customer contracts have a remaining amortization period of five years.

The aggregate amortization expense included in cost of sales, for each of the three months and six months ended September 30,
2009 and September 30, 2008 was $1 million.

Researctand development expenses recognized in the statement of comprehensive income were $18 million and $11 million and
$42 million and $22 million for the three months and six months ended September 30, 2009 and September 30, 2008,
respectively.

2.6 Financialinstruments
Financial instruments by category
The carrying value and fair value of financial instruments by categories as at September 30, 2009 were as follows:

(Dollars in millions)

Loans anc Financial Available for  Trade and Total
receivable:assets/liabilities sale other carrying
at fair value payables  value/ fair
through value
profit and loss

Assets:
Cash and cash equivalents (Refer Note 2.1) $2,20¢ i T i $2,20¢
Available-for-sale financial assets T T 67C T 67C
Trade receivables 70C T T T 70C
Unbilled revenue 164 i T i 164



Derivative financial instruments ) 5 T i 5

Prepayments and other assets (Refer Note 2.3 162 T T i 162
Total $3,23¢ $5 $67( T $3,90¢
Liabilities:

Trade payables i i i $2 $2
Client deposits i i i 1 1
Employee benefit obligations (Refer Note 2.7) I I ) 77 77
Other current liabilities (Refer Note 2.9) i i | 34¢ 34¢
Total i i i $42¢ $42¢

The carrying value and fair value of financial instruments by categorasMarch 31, 2009 were as follows:

(Dollars in millions)

Loans anc Financial Available for  Trade and Total
receivabletassets/liabilitie: sale other carrying
at fair value payables  value/ fair
through value
profit and loss
Assets:

Cash and cash equivalents (Refer Note 2.1) $2,167 i i i $2,16°
Trade receivables 724 i T i 724
Unbilled revenue 14¢ T T T 14¢
Prepayments and other assets (Refer Note 2.3 122 T T i 122
Total $3,16: i T i $3,16:

Liabilities:
Trade payables i i i $5 $E
Derivative financial instruments T 22 T i 22
Client deposits ) T T 1 1
Employee benefit obligations (Refer Note 2.7) T T T 69 6¢
Other current liabilities (Refer Note 2.9) T T T 284 284
Total T $22 T $35¢ $381

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

(Dollars in millions)

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Interest income on deposits $41 $4z $87 $8¢
Income from availabléor-sale financial assets 5 ) 7 T
$4€ $4c $94 $8¢

Derivative financial instruments

The company uses derivative financial instruments such as foreign exd¢bemgel and option contracts to mitigate the risk of
changes in foreign 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 tiostitthese derivative financial instruments are valued
based on quoted prices for similar assets and liabilities in active markets or inputs that are directly or indirecthleobsérea
marketplace. The following table gives details in respect aitanding foreign exchange forward and option contracts:

(In millions)
As of
September 3C March 31,
200¢ 200¢
Forward contracts
In U.S. dollars 37C 27¢
In Euro 4 27

In United Kingdom Pound Sterling 5 21



Option contracts

In U.S. dollars 27% 17¢
In Euro 6 )
In United Kingdom Pound Sterling 6 T

The company recognized a net loss on derivative financial instruments wiillgin and net gain on derivative financial
instruments of $19 million for the three months and six months ended September 30, 2009, respectively, as againsira net loss
derivative financial instruments of $50 million and $116 million for the three Insoard six months ended September 30, 2008,
respectively, which are included in other income.

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

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Not later than one month $8t $6€
Later than one month and not later than three months 24( 197
Later than three months and not later than one year 34¢ 25C
$67¢ $51¢

Financial risk management
Financial risk factors

The company's activities expose it to a variety of financial risks: maiddet credit risk and liquidity risk. The company's
primary focus is to foresee the unpredictability of financial markets and seek to minimize potential adverse effeatanciats f
performance. The primary market risk to the company is foreign exeheasg The company uses derivative financial
instruments to mitigate foreign exchange related risk exposures. The company's exposure to credit risk is influencgd mainly b
the individual characteristic of each customer and the concentration of riskieciopt 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 majoigrodf the business is transacted in several currencies and consequently the
company is exposed to foreign exchange risk through its sales and services in the United States and elsewhere, and purchases
from overseas suppliers in various foreign currencid®e company uses derivative financial instruments such as foreign
exchange forward and option contracts to mitigate the risk of changes in foreign exchange rates on trade receivables and
forecasted cash flows denominated in certain foreign currencieexthange rate between the rupee and foreign currencies has
changed substantially in recent years and may fluctuate substantially in the future. Consequently, the results of thée £ompany
operations are adversely affected as the rupee appreciates /atepragainst these currencies.

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

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Aggregate amount of outstanding forward and option contracts $67¢ $51¢
Gains / (losses) on outstanding forward and option contracts $5 $(22;

The outstanding foreign exchange forward and option contracts as at Sep3@np@@9 and March 31, 2009 mature between
one to twelve months.

The following table analyzes foreign currency risk from financial instruments as at September 30, 2009:



(Dollars in millions)

U.S. dollars Euro United  Australian Other Total
Kingdom dollars currencies

Pound

Sterling
Cash and cash equivalents $64 $1€ $11 $7€ $2¢€ $19:
Trade receivables 47: 61 87 1 73 69t
Unbilled revenue 93 19 27 6 17 162
Prepayments and other assets 14 1 2 1 2 20
Trade payables T ) ) ) Q) Q)
Client deposits Q) ) ) ) T Q)
Accrued expenses (43) Q) ) Q) (8) (53)

Accrued compensation to . . ?3)

employees ) ! ! ) (38)
Other liabilities (115 (33) (22) (12) (38) (220
Net assets / (liabilities) $457 $62 $10¢ $6¢ $64 $757

The following table analyzes foreign currency risk from financial instruments as at March 31, 2009:

(Dollars in millions)

U.S. dollars Euro United  Australian Other Total
Kingdom dollars currencies

Pound

Sterling
Cash and cash equivalents $12¢ $8 $14 $5¢ $11 $217
Trade receivables 481 58 11€ 3 61 71¢
Unbilled revenue 77 14 19 3 2C 13:
Prepayments and other assets 3 ) 1 T 1 5
Trade payables (3) T T T Q) 4)
Client deposits Q) ) T T T @)
Accrued expenses (41) (1) 3) 1) (34) (80)
Accrued compensation to 31) i i 2 @) @37)

employees

Other liabilities (73) (35) (18) (10) (16) (152
Net assets / (liabilities) $537 $44 $12¢ $52 $3¢ $80(

For the three months ended September 30, 2009 and September 30, 2008, every percentage point depreciation / appreciation in
the exchange rate between the Indian rupee and the U.S. dollar, has affected the company's operating margins by approximately
0.5% and 0.4%, respectively.

For the six months ended September 30, 2009 and September 30, 2008, every percentage point depreciation / appreciation in the
exchange rate between the Indian rupee and the U.S. dollar, has affected the company's operating appgingimntely 0.4%
and 0.5%, respectively.

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 reportidgpdrihe 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 maxiosumeex

to the credit risk at the reporting date is primarily from trade receaigadnounting to $700 million and $724 million, as at
September 30, 2009 and March 31, 2009, respectively. Trade receivables are typically unsecured and are derived from revenue
earned from customers primarily located in the United States. Credit riskhégeththrough credit approvals, establishing credit

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 percenadigevenues generated from top customer and top five customers:



(In %)

Three months ended  Six months ended Septemb

September 30, 30,
200¢ 200¢ 200¢ 200¢
Revenue from top customer 4.€ 7.€ 4.t 7.8
Revenue from top five customers 16.5 18.€ 16.4 19.2

Financial assets that are neither past due nor impaired

Cash and cash equivalents and availétesale financial assets are neither past due nor impaired. Cash and cash equivalents
include deposs with banks and financial institutions with high creditings assigned by international and domestic cratlitg

agencies. Of the total trade receivables $549 million as at September 30, 2009 and $427 million as at March 31, 2009 were
neither past deinor impaired.

Financial assets that are past due but not impaired

There is no other class of financi al assets that isd€it past du
period generally ranges from 3G days. The age analys$ 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) September 3C  March 31,
200¢ 200¢
317 60 $7¢ $24¢
617 90 $6(C $3€
More than 90 $1¢ $1z

The allowance for impairment in respect of trade receivables for the three months ended September 30, 2009 and September 30,
2008 and six months end&&ptember 30, 2009 and September 30, 2008 was $6 million and $7 million and $10 million and $10
million, respectively. The movement in the allowance for impairment in respect of trade receivables is as follows:

(Dollars in millions)
Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Balance at the beginning $2¢€ $1z2 $21 $1C
Translation differences T T 1 T
Impairment loss recognized 6 7 1C 1C
Trade receivables written off T (2) i (3)
Balance at the end $32 $17 $32 $17

Liquidity Risk

As of September 30, 2009, the company had a working capital of $3,194 nnitlading cash and cash equivalents of $2,208
million and availablefor-sale financial assets of $670 million. As of March 31, 2009, the company had a working capital of
$2,583 million including cash and cash equivalents of $2,167 million. As of Sept@&dp@009 and March 31, 2009, 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 Septe2oigr 30

(Dollars in millions)

Particulars Less than : 1-2 years 2-4 years Total
year

Trade payables $2 ) T $2

Client deposits 1 ) ) 1

Incentive accruals (Refer Note 2.7) 5 ) 6 11



Other current liabilities (Refer Note 2.9) $34¢ i i $34¢

The table below provides details regarding the contractual maturities of significant financial liabilities as at Mar6B:31, 20

(Dollars in millions)

Particulars Less than : 1-2 years 2-4 years Total
year

Trade payables $5 i i $E

Client deposits 1 ) i 1

Incentive accruals (Refer Note 2.7) T 5 6 11

Other current liabilities (Refer Note 2.9) $28¢ i i $28¢

2.7 Employee benefit obligations
Employee benefit obligations comprise the following:

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Current

Compensated absence $24 $21
Incentive accruals 5 T
$2¢ $21

Non-current
Compensated absence $4z $37
Incentive accruals 6 11
$4¢ $4€
$77 $6<

2.8 Provisions
Provisions comprise the following:

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Provision for post sales client support $22 $1€

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

The movement in the provision for post sales client support is as follows:

(Dollars in millions)
Three months ended  Six months ended Septemb

September 30, 30,
200¢ 200¢ 200¢ 200¢
Balance at the beginning $1¢e $11 $1¢e $1z
Translation differences 1 T 2 i
Provision recognized 3 1 3 1
Provision utilized i i 1) (2)

Balance at the end $22 $12 $22 $12




Provision for post sales client support for the three months and six months ended September 30, 2009 and September 30, 2008 i
included in cost of sales in the statement of comprehensive income.

2.9 Other current liabilities
Other current liabilities@mprise the following:

(Dollars in millions)

As of

September 3C March 31,

200¢ 200¢

Accrued compensation to employees $11¢ $107
Accrued expenses 14C 12C
Withholding taxes payable 63 43
Retainage 15 11
Unamortized negative past service cost 6 6
Liabilities arising on consolidation of trusts 12 T
Others 4 3
$35¢4 $29(

Financial liabilities included in other current liabilities $34¢ $28¢

Accrued expenses primarily relates to cost of technicalceulractors, telecommunication charges, legal and professional
charges, brand building expenses, overseas travel expenses and office maintenance. Others consist of unclaimed dividends and
amount @yable towards acquisition of business.

2.10 Expenses by nature

(Dollars in millions)

Three months ended  Six months ended Septemb:e

September 30, 30,

200¢ 200¢ 200¢ 200¢
Employee benefit costs (Refer Note 2.11.4) $617 $62¢€ $1,207 $1,25;
Depreciation and amortization charges (Refer Note 2.4 and 2 48 41 94 81
Travelling costs 32 51 64 11C
Consultancy and professional charges 27 44 6C 77
Cost of software packages 1€ 21 37 4C
Communication costs 11 17 24 31
Power and fuel 8 8 15 17
Repairs and maintenance 15 15 28 27
Commission 2 2 2 3
Branding and marketing expenses 5 1C 8 14
Provision for poskales client support (Refer Note 2.8) 3 1 2 1
Allowance for impairment of trade receivables (Refer Note 2.¢ 6 7 1C 1C
Operating lease payments (Refer Note 2.14) 6 6 13 13
Others 8 6 23 25
Total cost of sales, selling and marketing expenses and $80¢ $85¢ $1,58t¢ $1,70(

administrative expenses

2.11 Employee benefits
2.11.1 Gratuity

The following tables set out the funded status of the gratuity plans araimbents recognized in the company's financial
statements as at September 30, 2009, March 31, 2009 and March 31, 2008:

(Dollars in millions)

As of
September 3C March 31, March 31,




200¢ 200¢ 200¢

Change in benefit obligations
Benefit obligations at the beginning $52 $5€ $51

Actuarial gains i T 2)
Service cost 9 11 14
Interest cost 2 3 4
Benefits paid 3) (5) (6)
Plan amendments ) ) 9)
Translation differences 3 (13) 4
Benefit obligations at the end $63 $52 $5€
Change in plan assets

Fair value of plan assets at the beginning $52 $5¢ $51
Expected return on plan assets 3 4 4
Actuarial gains ) ) 1
Employer contributions 8 7 4
Benefits paid 3) 5) 6)
Translation differences 3 (13) 5
Fair value of plan assets at the end $63 $52 $5¢
Funded status i i $3
Prepaid benefit T T $3

Net gratuity cost for the three months and six months ended September 30, 2009 and September 30, 2008 comprises the
following components:

(Dollars in millions)

Three months ended  Six months ended Septemb:e

September 30, 30,

200¢ 200¢ 200¢ 200¢
Service cost $5 $3 $9 $4
Interest cost 1 1 2 2
Expected return on assets 2) Q) 3) 2)
Actuarial gains 1 @) i Q)
Plan amendments T T T T
Net gratuity cost $5 $2 $8 $3

The net gratuity cost has been apportioned between cost of sales, selling and marketing expenses and administrative expenses
the basis of direct employee cost as follows:

(Dollars in millions)

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Cost of sales $4 $2 $7 $3
Selling and marketing expenses 1 ) 1 T
Administrative expenses T T T T
$5 $2 $8 $3

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 negative past service 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 each as at September 30, 2009 and March 31, 2009, has been included under other cursent liabilitie

The weghtedaverage assumptions used to determine benefit obligations as of September 30, 2009, March 31, 2009 and March
31, 2008 are set out below:

As of
September 3C March 31, March 31,
200¢ 200¢ 200¢




Discount rate 7.1% 7.0% 7.9%
Weighted average rate of increase in compensation levels 7.3% 5.1% 5.1%

The weighteehverage assumptions used to determine net periodic benefit cost for the three months and six months ended
September 30, 2009 and September2B08 are set out below:

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Discount rate 7.0% 7.9% 7.0% 7.9%
Weighted average rate of increase in compensation levels 7.3% 5.1% 7.3% 5.1%
Rate of return on plan assets 9.0%9.4% 7.9%  9.0%9.4% 7.9%

The company contributes all ascertained liabilities towards gratuity to the Infosys Technologies Limited Employees' Gratuity
Fund Trust. In case of Infos\BPO, contributions are made to the Infosys BPO Employees' Gratuity Fund Trust. Trustees
administer contributions made to the trust and contributions are invested in specific desighated instruments as permitted by
Indian law and investments are also madmiriual funds that invest in the specific designated instruments. As of September 30,
2009 and March 31, 2009, the plan assets have been primarily invested in government securities.

Actual return on assets for each of the three months ended Septem®@0Band September 30, 2008 was $2 million whereas
actual return on assets for each of the six months ended September 30, 2009 and September 30, 2008 was $3 million.

The company assesses these assumptions with its projectetbfonglans of growth andrg@valent industry standards. The
company's overall expected letgym rateof-return on assets has been determined based on consideration of available market
information, current provisions of Indian law specifying the instruments in which investmentsecarade, and historical

returns. Historical returns during the three months and six months ended September 30, 2009 and September 30, 2008 have not
been lower than the expected rate of return on plan assets estimated for those years. The discoasethtmithle 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 to contribute approximately $8 million to theitré&rusts during the remainder of fiscal 2010.
2.11.2 Superannuation

The company contributed $5 million to the superannuation plan during each of the three months ended September 30, 2009 and
September 30, 2008 and contributed $9 million to the snpaadion plan during each of the six months ended September 30,
2009 and September 30, 2008. Since fiscal 2008, a substantial portion of the monthly contribution amount is beinglpaid direct

to the employees as an allowance and a nominal amount hasonésiouted to the plan.

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

(Dollars in millions)
Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Cost of sales $4 $5 $8 $8
Selling and marketing expenses 1 T 1 1
Administrative expenses T T T T
$5 $5 $¢ $¢
2.11.3 Provident fund
I nfosys has an obligation to fund any shortfall omnanhe yiel

annual basis. Thesglministered rates are determined annually predominantly considering the social rather than economic factors



and in most cases the actual return earned by the company has been higher in the past years. In the absence of me&able measu

for future admins er ed rates and due to the |l ack of measurement gui da
determine the actuarial valuation for such provident fund liabilities. Accordingly, the company is unable to exhibitatie rela
information.

The company contributed $9 million and $8 million to the provident fund during the three months ended September 30, 2009 and
September 30, 2008, respectively, and contributed $17 million in each of the six months ended September 30, 2009 and
September 30, 2008

Provident fund contributions have been apportioned between cost of sales, selling and marketing expenses and administrative
expenses on the basis of direct employee cost as follows:

(Dollars in millions)

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Cost of sales $8 $7 $1t $1t
Selling and marketing expenses T 1 1 1
Administrative expenses 1 T 1 1
$9 $8 $17 $17

2.11.4 Employee benefit costs include:

(Dollars in millions)

Three months ended  Six months ended Septembt

September 30, 30,
200¢ 200¢ 200¢ 200¢
Salaries and bonus $59¢ $611 $1,17: $1,22:
Defined contribution plans 6 6 11 11
Defined benefit plans 13 9 23 18
$617 $62¢€ $1,20: $1,25!

The employee benefit cost is recognized in the following line items in the statement of comprehensive income:

(Dollars in millions)

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Cost of sales $54¢ $55¢ $1,06¢ $1,11:
Selling and marketing expenses 45 48 88 9C
Administrative expenses 28 25 53 49
$617 $62¢€ $1,20° $1,25!

2.12 Equity
Share capital and share premium

Infosys has only one class of shares referred to as equity shares having a par value of $0.16. The amount receivefitireexcess
par value has beenlassified as share premiuAdditionally, sharebased compensation recognized in the statement of
comprehensive income is credited to share premium.

Retained earnings
Retained earnings represent the amount of accumulated earnings of the company.

Other components of equity



Other components of equity consist of currency translation.

The companyébés objective when managing capital is to safegual

optimal capital structure so as to maximize shalder value. In order to maintain or achieve an optimal capital structure, the
company may adjust the amount of dividend payment, return capital to shareholders, issue new shares or buy back issued shares
As at September 30, 2009, the company has orgyatass of equity shares and has no debt. Consequent to the above capital
structure there are no externally imposed capital requirements.

The rights of equity shareholders are set out below.
2.12.1 Voting

Each holder of equity shares is entitled to ontevmer share. The equity 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

2.12.2 Dividends

The company declares and pays dindie in Indian rupees. Indian law mandates that any dividend be declared out of
accumulated distributable profits only after the transfer to a general reserve of a specified percentage of net prefit icomput

accordance with current regulations. The reamnite of dividends 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 six months ended Septéfiber 30, 20
and Septembe30, 2008 was $0.27 and $0.68, respectively.

2.12.3 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 preferential amounts. Heweno such preferential amounts exist currently, other than the
amounts held by irrevocable controlled trusts. The amount distributed will be in proportion to the number of equity Ishares he
by the shareholders. For irrevocable controlled trusts, thisavould be settled in favour of the beneficiaries.

2.12.4 Share options

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

Other income / (expenses) consist of the following:

(Dollars in millions)
Three months ended  Six months ended Septemb:

September 30, 30,

200¢ 200¢ 200¢ 200¢

Exchange gains / (losses) on forward and options contracts $(1) $(50; $1¢ $(116

Exchange gains / (losses) on translation of other assets and 3 22 (10) 6S
liabilities

Income from availabldéor-sale financial assets / investments 5 ) 7 )

Others 1 T 1 1

$8 $(28 $17 $(46

2.14 Operating leases

The company has various operating leases, mainly for office buildings, that are renewable on a periodic basis. Rentat expense
operating leases was $6 million in each of the three months ended September 30, 2009 anérZht@ot8 and $13 million
each for the six months ended September 30, 2009 and September 30, 2008.



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

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Within one year of the balance sheet date $1€ $1€
Due in a period between one year and five years $44 $44
Due after five years $14 $14

The operating lease arrangements extend up to a maximum of ten years from their respective dates of inception and relate to
rented overseas premises. Some of these lease agreements have price escalation clauses.

2.15 Employees' Stock Option Plans (ESOP)

1998 Employees Stock Option Plan (the 1998 Plan): The company's 1998 Plan provides for the grasstaifitooyn 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 Decembet997 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 agibns gran
under the 199®lan are exercisable for equity shares represented by ADSs. The options 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 committemmprising four members, all of whom are independent members of the Board of Directors. The term of

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

1999 Employees Stock Option Plahdg 1999 Plan): In fiscal 2000, the company instituted the 1999 Plan. 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 administdrgd compensation committee comprising four members, all of whom are 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)oé underlying equity shares on the date of grant. Under the 1999 Plan, 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 untee 1999 Plan are exercisable for equity shares. The options under the 1999 Plan
vest over a period of one through six years, although accelerated vesting based on performance conditions is p rdaided in cer
instances and expire over a period of 6 therthrough five years from the date of completion of vesting. The term of the 1999
plan ended on June 11, 2009, and consequently no further shares will be issued to employees under this plan.

The activity in the 1998 Plan and 1999 Plan during the six imscenided September 30, 2009 and September 30, 2008 are set out
below.

Six months ended September 30, 20( Six months ended September 30, 20(
Shares arising ou Weighted averag: Shares arising ou Weighted averag:

of options exercise prict of options exercise prict
1998 Plan:
Outstanding at the beginning 916,75¢ $1¢€ 1,530,44 $2C
Forfeited and expired (49,809 $3€ (38,900 $51
Exercised (291,184 $1€ (275,602 $1¢
Outstanding at the end 575,76t $17 1,215,94! $2C
Exercisable at the end 575,76t $17 1,215,94! $2C
1999 Plan:
Outstanding at the beginning 925,80t $2¢ 1,494,69: $2¢
Forfeited and expired (294,267 $4z (162,336 $44
Exercised (190,466 $1E (228,495 $1E
Outstanding at the end 441,07 $2C 1,103,86. $2E
Exercisable at the end 398,49( $17 742,98 $1t

The weighted average share price of options exercised under the 1998 Plan during the six months ended September 30, 2009 and
September 30, 2008 was $40.18 and $43.02, respectively. The weighted average share price of options exercised under the 1999
Plan diring the six months ended September 30, 2009 and September 30, 2008 was $39.22 and $41.07, respectively.



The cash expected to be received upon the exercise of vested options for the 1998 Plan and 1999 Plan is $10 million and $8
million, respectively.

Thefollowing table summarizes information about share options outstanding and exercisable as of September 30, 2009:

Options outstanding Options exercisable
Range of exercise prices  No. of share: Weighted Weighted No. of share: Weighted Weighted
per share (%) arising Average average arising Average average
out of options remaining exercise price out of options remaining exercise price
contractual life contractual life

1998 Plan:
4-15 285,44¢ 1.2¢ $12 285,44 1.2¢ $1z
16-30 281,67¢ 0.94 $21 281,67¢ 0.94 $21
3145 8,64( 0.1¢ $3E 8,64( 0.1¢ $3E
575,76¢ 1.1C $17 575,76t 1.1C $17

1999 Plan:
5-15 294,34¢ 1.0t $11 294,34¢ 1.0F $11
16-30 33,42’ 0.2t $1€ 33,42’ 0.2t $1¢
3153 113,29¢ 1.9¢ $44 70,71: 1.8¢ $44
441,07: 1.28 $2C 398,49( 1.1 $17

The following table summarizes information about share options outstanding and exercisable as of March 31, 2009:

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

1998 Plan:
4-15 431,76:. 1.5¢ $1z 431,76. 1.5¢ $12
16-30 428,99 1.3¢ $21 428,99 1.3¢ $21
3145 46,72 0.3z $37 46,72 0.3z $37
46-60 9,28( 0.1C $51 9,28( 0.1C $51
916,75¢ 1.41 $18 916,75¢ 1.41 $18

1999 Plan:
5-15 446,18! 1.2¢ $1C 446,18! 1.2¢ $1C
16-30 77,89: 0.52 $1¢ 77,89: 0.5Z $1¢
31-53 401,72¢ 1.0¢ $4z 327,22: 0.7% $4z
925,80¢ 1.11 $2E 851,30: 1.0C $2:

The sharébased compensation recorded during the three months and six months ended September 30, 2009 and September 30,
2008 was less than $1 million.

2.16 Income taxes
Income tax expense in the statement of comprehensive income comprises:

(Dollars in milions)

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Current taxes
Domestic taxes $77 $3€ $14¢ $7C
Foreign taxes 18 35 34 47
96 71 17¢€ 117

Deferred taxes
Domestic taxes (16) (15) a7 (30)
Foreign taxes 2 T 1 (1)




(14) (15) (16) (31)
Income tax expense $82 $5€ $162 $8¢€

Entire deferred tax income for the three months and six months ended September 30, 2009 and September 30, 2008 relates to
origination and reversal of temporary differences. No amounts have been directly recognized in equity during the three months
and sixmonths ended September 30, 2009 and September 30, 2008.

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

(Dollars in millions)

Three months ended  Six months ended Septemb:

September 30, 30,

200¢ 200¢ 200¢ 200¢
Profit before income taxes $39¢ $37¢ $79:2 $71¢
Enacted tax rates in India 33.99% 33.99% 33.99% 33.99¥
Computed expected tax expense $13¢ $12¢ $26¢ $24:
Tax effect due to netaxable income for Indian tax purposes (34) (89) (80) a7z
Tax reversals, net (12) T (20) @)
Effect of exempt income 4) T 8) i
Interest and penalties 1 4 2 4
Effect of unrecognized deferred tax assets T 7 2 7
Effect of differential foreign tax rates 7 6 11 6
Effect of nondeductible expenses T T 1 T
Others (11) T (15) 5
Income tax expense $82 $5€ $162 $8€

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 ledidaws. These incentives include those

for facilities set up under the Special Economic Zones Act, 2005 and software development facilities designated as "Software
Technology Parks" (the STP Tax Holiday). The STP Tax Holiday is available for ten civesgmars, beginning from the
financial year when the unit started producing computer software or April 1, 1999, whichever is earlier. The Indian Gbvernmen
through the Finance Act, 2009 has extended the tax holiday for the STP units until March 3M&Q1df.our STP units have

already completed the tax holiday period and for the remaining STP units the tax holiday will expire by the end of fiscal 201
Under the Special Economic Zones Act, 2005 scheme, units in designated special economic zonesgimhjmovidi n g

services on or after April 1, 2005 are eligible for a deduction of 100 percent of profits or gains derived from the sgpocesf

for the first five years from commencement of provision of services and 50 percent of such profits dorga further five

years. Certain tax benefits are also available for a further period of five years subject to the unit meeting defir@tsconditi

Infosys is subject to a 15% Branch Profit Tax (BPT) in the U.S. to the extent its U.S. branch'étréuinimg the year is greater

than the increase in the net assets of the U.S. branch during the fiscal year, computed in accordance with the Inteenal Reven
Code. As at March 31, 2009, Infosys' U.S. branch net assets amounted to approximately $481AmitfcGeptember 30, 2009,

the company had not triggered the BPT. The company has recorded a deferred tax liability on its net assets in theddnited Stat
to the extent it intends to distribute its branch profits in the foreseeable future.

Deferred inome tax liabilities have not been recognized on temporary differences amounting to $198 million and $166 million
as at September 30, 2009 and March 31, 2009, respectively, associated with investments in subsidiaries and branches as it is
probable that theemporary differences will not reverse in the foreseeable future.

The gross movement in the current income tax asset/ (liability) for the three months and six months ended September 30, 2009
and September 30, 2008 is as follows:

(Dollars in millions)
Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Net current income tax asset/ (liability) at the beginning $(84 $(79 $(61, $(46,
Translation differences ) 2 3) 7

Income tax paid 10z 68 164 7€



Income tax expense (96) (71) (178 (117
Net current income tax asset/ (liability) at the end $(78 $(80 $(78 $(80

The tax effects of significant temporary differences that resultddfarred income tax assets and liabilities are as follows:

(Dollars in millions)

As of
September 3C March 31,
200¢ 200¢
Deferred income tax assets
Property, plant and equipment $3€ $2€
Minimum alternate tax credit carfprwards 64 56
Others 9 6
Total deferred income tax assets 10¢ 88
Deferred income tax liabilities
Intangible asset I I
Temporary difference related to branch profits (8) (7)
Total deferred income tax liabilities (8) (7)
Deferred income tax assets $101 $81
Deferred income tax assets to be recovered after more than 12 months $10(C $81
Deferred income tax liability to be recovered after more than 12 months ) )
Deferred income tax assets to be recovered within 12 months 9 7
Deferred income tax liability to be recovered within 12 months (8) (7)
$101 $81

In assessing the realizability of deferred income tax assets, management considers whether some portion or all ofithe deferre
income tax assets will not be realized. The ultimate realization of deferred income tax assets is dependent upon dmecgenerati
future taxable income during the periods in which the temporary differences become deductible. Management considers the
scheduled reversals of deferred income tax liabilities, projected future taxable income, and tax planning strategiestimsmakin
asessment. Based on the level of historical taxable income and projections for future taxable income 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, however, could be reduced in thé near term i
estimates of future taxable income during the carry forward period are reduced.

The gross movement in the deferred income taxwaaicfor the three months and six months ended September 30, 2009 and
September 30, 2008 is as follows:

(Dollars in millions)
Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Net deferred income tax asset at the beginning $87 $84 $81 $7%
Translation differences i (6) 4 (11)
Credits relating to temporary differences 14 15 1€ 31
Net deferred income tax asset at the end $101 $9: $101 $9:

The credits relating to temporary differences during the three months and six months ended September 30, 2009 and September
30, 2008 are primarily on account of minimum alternate tax credit and property, plant and equipment.

Pursuant to the enacted chasige 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 sections 10A and 10AA of the Income Tax Act;
consequently the company has calculatethitdiability 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 off against future tias liabili
computed under regular tax provisionseTdompany was required to pay MAT, and, accordingly, a deferred income tax asset of
$64 million and $56 million has been recognized on the balance sheet as of September 30, 2009 and March 31, 2009,
respectively, which can be carried forward for a perionfyears from the year of recognition.



The tax loss carrjorwards of $56 million and $54 million as of September 30, 2009 and March 31, 2009 relating to foreign
subsidiaries, for which no deferred income tax asset has been created, will expire atdatgeuhrough March 31, 2030, as it is
not probable that future taxable profit will be available against which the Group can utilize the benefits therefrom.

2.17 Earnings per share

The following is a reconciliation of the equity shares used in the catipu of basic and diluted earnings per equity share:

Three months ended  Six months ended Septemb:
September 30, 30,
200¢ 200¢ 200¢ 200¢

Basic earnings per equity shareeighted average number of 570,343,17 569,592,19 570,229,20 569,479,02
equityshares outstanding
Effect of dilutive common equivalent shareshare options 703,36 1,129,10i 719,27: 1,243,99.
outstanding
Diluted earnings per equity shareeighted average number of  571,046,54 570,721,30 570,948,47 570,723,01
equity shares and common equivalent shares outstanding

Options to purchase 46,400 shares during each of the three monthsSeptsnber 30, 2008 and six months ended September
2008 under the 1998 Plan were not considered for calculating diluted earnings per share as their effedilutigeanti

Options to purchase 113,298 shares and 411,265 shares during each of the thihseemued September 30, 2009 and
September 30, 2008 and six months ended September 30, 2009 and September 30, 2008, under the 1999 Plan were not
considered for calculating diluted earnings per share as their effect waldtie.

2.18 Related party trarsactions

List of subsidiaries:

Holding as
Particulars Country September 3C  March 31,

200¢ 200¢
Infosys BPO India 99.98¥% 99.98Y
Infosys Australia Australia 100% 100%
Infosys China China 100% 100%
Infosys Consulting US.A 100% 100%
Infosys Mexico Mexico 100% 100%
Infosys BPO s. 1.0 * Czech 99.98% 99.98%

Republic

Infosys BPO (Poland) Sp.Z.0.0 * Poland 99.98¥% 99.98Y
Infosys BPO (Thailand) Limited * Thailand 99.98Y% 99.98Y%
Mainstream Software Pty. Ltd ** Australia 100% 100%
Infosys Sweden *** Sweden 100% T
Infosys Brasil **** Brazil 100% )
Infosys Consulting India Limited***** India 100% T
* Infosys BPO s.r.o, Infosys BP@oland) Sp Z.0.0 and Infosys BPO (Thailand) Limited are wkmlped subsidiaries of
Infosys BPO.
** Mainstream Software Pty. Ltd, is a wholly owned subsidiary of Infosys Australia.

***During the year ended March 31, 2009, the Company incorporated whalhed subsidiary, Infosys Technologies (Sweden)
AB, which was capitalised on July 8, 2009.

**x On August 7, 2009 the Company incorporated whoillned subsidiary, Infosys Tecnologia DO Brasil LTDA.
*xxx0On August 19, 2009 Infosys Consulting incorporatedholly-owned subsidiary, Infosys Consulting India Limited.

Infosys has provided guarantee for performance of certain contracts entered into by Infosys BPO.

List of other related parties:

Particulars Country Nature of relationship



Infosys Technologies Limited Employees' Gratuity Fund Trust India Postemployment benefit plans c

Infosys

Infosys Technologies Limited Employees' Provident Fund Trust India Postemployment benefit plans ¢
Infosys

Infosys Technologies Limited Employees' Superannuation Fund Trust  India Postemployment benefit plans ¢
Infosys

Infosys BPO Limited Empl oyees®d Sunda Postemployment benefit plan of
Infosys BPO

Infosys BPO LimiteEmp |l oyeesd Gratuity Fundindia Postemployment benefit plan of
Infosys BPO

I nfosys Technol ogies Limited Emplindia Employee Welfare Trust of Infos

Infosys Science Foundation India Controlled trust

Refer Note 2.11 for information on transactions with faaployment benefit plans mentioned above.
Transactions with key management personnel

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

(Dollars in millions)

Three months ended  Six months ended Septemb:

September 30, 30,
200¢ 200¢ 200¢ 200¢
Salaries and other shegrm employee benefits $2 $1 $4 $4

2.19 Segment reporting

IFRS 8 establishes standards for the way that public business enterprises report information about operating segnageds and rel
disclosures about products and services, geographic areas, and major customers. Thesaopepatiyhs predominantly relate

to providing IT solutions, delivered to customers located globally, across various industry segments. The Chief Operating
Decision Maker evaluates the company's performance and allocates resources based on an arefgsis penormance
indicators by industry classes and geographic segmentation of customers. Accordingly, segment information has been presented
both along industry classes and geographic segmentation of customers. The accounting principles useddnatton porefhe

financial statements are consistently applied to record revenue and expenditure in individual segments, and are aheset out in
significant accounting policies.

Industry segments for the company are primarily financial services compesilegprises providing banking, finance and
insurance services, manufacturing enterprises, enterprises in the telecommunications (telecom) and retail industrégs, and oth
such as utilities, transportation and logistics companies. Geographic segmergatased 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 (both the east and the west), Irelandlmiteth&ingdom, and the Rest of

the World comprising all other places except those mentioned above and India.

Revenue and identifiable operating expenses in relation to segments are categorized based on items that are individually
identifiable to that segent. Allocated expenses of segments include expenses incurred for rendering services from the company's
offshore software development centers angsitm expenses, which are categorized in relation to the associated turnover of the
segment. Certain expeasss such as depreciation, which form a significant component of total expenses, are not specifically
allocable to specific segments as the underlying assets are used interchangeably. Management believes that it id tet practica
provide segment disclosweelating to those costs and expenses, and accordingly these expenses are separately disclosed as
"unallocated" and adjusted against the total income of the company.

Fixed assets used in the company's business are not identified to any of the repegai#atss 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 available data is onerous.

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.



2.19.1 Industry segments

(Dollars in millions)

Three months ended September FinancialManufacturing Telecon Retail Others Total
30, 2009 service:
Revenues $387 $22: $18¢ $162 $19¢ $1,15¢
Identifiable operating expenses 15¢€ 10t 67 64 75 467
Allocated expenses 97 5€ 46 41 49 28¢
Segment profit 13¢ 62 73 58 71 39¢
Unallocable expenses 48
Operating profit 35C
Other income 8
Finance income 41
Profit before income taxes 39¢
Income tax expense 82
Net profit $317
Depreciation and amortization $4¢
Non-cash expenses other than i
depreciation and amortization
Three months ended September FinancialManufacturing Telecon Retall Others Total
30, 2008 service!
Revenues $40¢ $24¢ $23: $147 $18¢ $1,21¢
Identifiable operating expenses 16€ 99 81 60 74 48C
Allocated expenses 111 67 63 40 53 334
Segment profit 12¢ 78 88 47 61 40z
Unallocable expenses 41
Operating profit 361
Other expenses (28)
Finance income 43
Profit before income taxes 37¢
Income tax expense 5€
Net profit $32(
Depreciation and amortization $4C
Non-cash expenses other than

o L $1
depreciation and amortization
Six months ended September 30 FinancialManufacturing Telecorn Retail Others Total
2009 service:
Revenues $757 $45: $37¢ $311 $38( $2,27¢
Identifiable operating expenses 30¢ 20z 131 124 14¢€ 90¢
Allocated expenses 19¢ 117 96 8C 98 58€
Segment profit 257 134 14¢ 107 13€ 782
Unallocable expenses 94
Operating profit 68¢
Other income 17
Finance income 87
Profit before income taxes 79z
Income tax expense 162
Net profit $63(
Depreciation and amortization $94

Non-cash expenses other than
depreciation and amortization




Six months ended September 30 FinancialManufacturing Telecon Retail Others Total
2008 service!
Revenues $80: $457 $46( $287 $36¢ $2,37:
Identifiable operating expenses 34: 19¢ 164 121 14¢€ 972
Allocated expenses 21¢ 124 124 78 10C 64E
Segment profit 241 137 172 88 11€ 754
Unallocable expenses 83
Operating profit 671
Other income (46)
Finance income 8¢
Profit before income taxes 714
Income tax expense 8€
Net profit $62¢
Depreciation and amortization $8C
Non-cash expenses other than $1
depreciation and amortization
2.19.2 Geographic segments

(Dollars in millions)
Three months ended September 30, 2009 North Europe India  Rest of the Total

America World
Revenues $76( $26¢ $14 $112 $1,15¢
Identifiable operating expenses 304 111 4 48 467
Allocated expenses 191 67 3 28 28¢
Segment profit 26E 90 7 36 39¢
Unallocable expenses 48
Operating profit 35(
Other income 8
Finance income 41
Profit before income taxes 39¢
Income tax expense 82
Net profit $317
Depreciation and amortization $4¢
Non-cash expenses other than depreciation anc i
amortization
Three months ended September 30, 2008 North Europe India  Rest of the Total
America World

Revenues $747 $342 $1E $112 $1,21¢
Identifiable operating expenses 30¢ 131 2 38 48C
Allocated expenses 20t 94 4 31 334
Segment profit 238 117 9 43 40z
Unallocable expenses 41
Operating profit 361
Other expenses (28)
Finance income 43
Profit before income taxes 37¢€
Income tax expense 5€
Net profit $32(
Depreciation and amortization $4C
Non-cash expenses other than depreciation anc $1

amortization




Six months ended September 30, 2009 North Europe India Rest of the Total

America World

Revenues $1,48¢ $54¢ $24 $221 $2,27¢
Identifiable operating expenses 59¢ 217 8 9C 90¢
Allocated expenses 38:¢ 14C 6 57 58€
Segment profit 51C 18¢ 1C 74 782
Unallocable expenses 94
Operating profit 68€
Other expenses 17
Finance income 87
Profit before income taxes 79z
Income tax expense 162
Net profit $63(
Depreciation and amortization $94
Non-cash expenses other than depreciation anc T
amortization

Six months ended September 30, 2008 North Europe India  Rest of the Total

America World

Revenues $1,47( $65¢ $2¢ $21¢ $2,37:
Identifiable operating expenses 62€ 25¢ 8 8C 972
Allocated expenses 40C 17¢ 8 58 64E
Segment profit 444 221 13 7€ 754
Unallocable expenses 83
Operating profit 671
Other expenses (46)
Finance income 8¢
Profit before income taxes 714
Income tax expense 86
Net profit $62¢
Depreciation and amortization $8C
Non-cash expenses other than depreciation anc $1
amortization

2.19.3 Significant clients

No client individually accounted for more than 10% of the revenues ithtee months and six months ended September 30,
2009 and September 30, 2008.

2.20 Litigation

The company is subject to | egal proceedings and cl aisms whi ch
management does nasonably expect that legal actions, when ultimately concluded and determined, will have a material and
adverse effect on the results of operations or the financial position of the company.

2.21 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, upon completion of their tax review for fiscal 2004 and fiscal 2005. The demands for fiscal Z3@&and

2005 were received during fiscal 2007 and fiscal 2009, respectively. The tax demands are mainly on account of disallowance of
portion of the deduction claimed 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 foreign eirrgency b
reduced from export turnover but not reduced from total turnover.



The company is contesting the demands and managemens d&d advisors believe that its position will likely be upheld in the
appellate process. No additional provision has been accrued in the financial statements for the tax demands raised.tManagemen
believes that the ultimate outcome of this proceedingnwillhave a material adverse effect on the company's financial position

and results of operations. The tax demand related to fiscal 2004 and 2005 is pending before the Commissioner of Income Tax
(Appeals), Bangalore.

Item 2. Management's Discussion and Arwgsis of Financial Condition and Results of Operations

In addition to historical information, this discussion contains certain forleaidng statements within the meaning of Section
27A of the Securities Act of 1933, as amended, and Section 21E ofdheti®e Exchange Act of 1934, as amended. When used

in this discussion, the words 'anticipate,’ 'believe,’ 'estimate,’ 'expect,’ 'intend," 'project,’ 'seek,' 'shouldd otfiErasimilar
expressions as they relate to us or our business are intendbzhtify such forwardooking statements. The forwafdoking
statements contained herein are subject to certain risks and uncertainties that could cause actual results to diffeiranaterial
those reflected in the forwatdoking statements. Factattsat might cause 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 forwadoking statements, whicleflect management's anal ysis 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 updar revise any forwarthoking statements, whether as a result of new
information, future events or otherwise.

Overview

We are a leading global technology services company that provides comprehensivemahdbusiness solutions that leverage
technolog for our clients, including technical consulting, design, development, product engineering, maintenance, systems
integration, package evaluation and implementation, validation and infrastructure management services. We also provide
software products to ¢hbanking 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. Our clients
rely on our solutions to enhandeeir business performance.

Our professionals deliver high quality solutions by leveraging our Global Delivery Model through which we divide prajects int
components that we execute simultaneously at client sites and at our development centers in dnclimmdnide 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 organized to focus on specific geograptiiestreasdaind 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, manufacturing, telecommunications, rétek, ubgistics and other
industries.

There is an increasing need for highly skilled technology professionals in the markets in which we operate and in igetmdustr
which we provide services. At the same time, companies are reluctant to expairdah®l IT departments and increase costs.
These factors have increased the reliance of companies on their outsourced technology service providers and are expected to
continue to drive future growth for outsourced technology services. We believe taatséethe effective use of offshore
technology services may offer lower total costs of ownership of IT infrastructure, lower labor costs, improved quality and
innovation, faster delivery of technology solutions and more flexibility in scheduling, comgaeiéacreasingly turning to
offshore technology service providers. India, in particular, has become a premier destination for offshore technologly service
The key factors contributing to the growth of IT and IT enabled services in India include high delate ry, significant cost
benefits and abundant availability of skilled IT professionals. Our proven Global Delivery Model, our comprehensive @nd to en
solutions, our commitment to superior quality and process execution, our long standing digoristebs and our ability to

scale make us one of the leading offshore technology 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 'RiskFactors' and elsewhere in this Quarterly Report.

We were founded in 1981 and are headquartered in Bangalore, India. We completed our initial public offering of equity shares
India in 1993 and our initial public offering of ADSs in the United Statd989. We completed three sponsored secondary ADS
offerings in the United States in August 2003, June 2005 and November 2006. We did not receive any of the proceeds from any
of our sponsored secondary offerings.

On December 18, 2006 we were added to th&NAQ-100 Index and became the first Indian company to be a part of one of the
major global indices.



On November 19, 2008, we were selected as an original component member of ‘'The Global Dow'. 'The Global Dow' is a new
world-wide stock index made up of 18ading bluechip stocks, chosen by the editors of Dow Jones.

During fiscal 2009, Infosys Australia acquired 100% of the equity shares of Mainstream Software Pty Limited (MSPL) for a cash
consideration of $3 million.

Also, during fiscal 2009, the investmis held by FFrinancial Services Holding B.V. in its wholly owned subsidiaries-Pan
Financial Shared Services India Private Limited, Infosys BPO (Poland) Sp. Z.0.0., and Infosys BPO (Thailand) Limited were
transferred to Infosys BPO, consequent to whieRirancial Services Holding B.V. was liquidated. Further, Infosys BPO
merged its wholly owned subsidiary PRimancial Shared Services India Private Limited, retrospectively with effect from April

1, 2008, through a scheme of amalgamation sanctioned byatimatéka and Tamil Nadu High courts.

During fiscal 2009, the company incorporated a wholly owned subsidiary, Infosys Technologies (Sweden) AB which was
capitalized on July 8, 2009.

On August 7, 2009 the Company incorporated wholWined subsidiary, InfosyBecnologia DO Brasil LTDA. Additionally on
August 19, 2009 Infosys Consulting incorporated wholyned subsidiary, Infosys Consulting India Limited.

At our Annual General Meeting held on June 20, 2009, our shareholders approved a final dividend pér$editty share,
which in aggregate has resulted in a cash outflow of $188 million including corporate dividend tax of $27 million.

Our Board of Directors, in their meeting held on October 9, 2009 approved payment of an interim dividend of approximately
$0.21 per equity share for fiscal 2010. The dividend payment is expected to result in a cash outflow of approximately $139
million, including corporate dividend tax of $20 million, and is expected to be paid to holders of our equity shares abg ADSs
theend of October 2009.

As of September 30, 2009 we had approximately 105,500 employees as compared to approximately 104,900 employees as at
March 31, 2009.

The following table sets forth our revenues, net profit and earnings per equity share for the stsxendatl September 30, 2009
and fiscal 2009:

(Dollars in millions)

Six months ende:

September 30, 20C R 2004
Revenues $2,27¢ $4,66:
Net profit $63( $1,28:
Earnings per equity share (Basic) $1.1( $2.2¢
Earnings per equity share (Diluted) $1.1( $2.2¢

We added 62 new customers during the six months ended September 30, 2009 as compared to 156 new customers during fiscal
2009. For the six months ended September 30, 2009 and fiscal 2009, 96.8% and $pé&eiyedy, of our revenue came 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 espsiigi a distributed project
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 Indanahith@world. Our Global

Delivery Model allows us to provide clients with high quality solutions in reducedftamges enabling them to achieve
operational efficiencies.

Revenues

Our revenues are generated principally from technology services pravideither a timeandmaterials or a fixegbrice, fixed
timeframe basis. Revenues from services provided on aatimienaterials basis are recognized as the related services are
performed. Revenues from services provided on a fpraz, fixedtimeframe fasis are recognized pursuant to the percentage
of-completion method. Most of our client contracts, including those that are on gpfiged fixedtimeframe basis can be
terminated by clients with or without cause, without penalties and with short peticels of between 0 and 90 days. Since we



collect revenues on contracts as portions of the contracts are completed, terminated contracts are only subject téocollection
portions of the contract completed through the time of termination. Most of otractsndo not contain specific termination
related penalty provisions. In order to manage and anticipate the risk of early or abrupt contract terminatio ns, wehenonitor
progress on all contracts and change orders according to their characteristigs aindumstances in which they occur. This
includes a focused review of our ability and our client's ability to perform on the contract, a review of extraordingipnsondi
that may lead to a contract termination, as well as historical client performansieerations. Since we also bear the risk of cost
overruns and inflation with respect to fixpdce, fixedtimeframe projects, our operating results could be adversely affected by
inaccurate estimates of contract completion costs and dates, includjpgnilation rates and currency exchange rates that may
affect cost projections. Losses on contracts, if any, are provided for in full in the period when determined. Althouige warrev
project completion estimates from time to time, such revisions hatyeo date, had a material adverse effect on our operating
results or financial condition. We also generate revenue from software applic ation products, including banking software. Suc
software products represented 4.1% and 3.9% of our total revemuhe ix months ended September 30, 2009 and fiscal 2009.

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. Additionallyntslienay ask for fixegbrice, fixedtime frame
arrangements or reduced rates. We attempt to use-gixee] fixedtime frame arrangements for engagements where the
specifications are complete, so individual rates are not negotiated.

Cost of Sales

Cost ofsales represented 57.3% of total revenues for the six months ended September 30, 2009 and 57.9% of total revenues for
fiscal 2009. Our cost of sales primarily consists of salary and other compensation expenses, depreciation, amortization of
intangible assts, 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 amortize itrangible assets over their estimated useful life. Third party software is expensed over the estimated useful life. We
recorded sharbased compensation expense of $1 million under cost of sales during fiscal 2009 using the fair value recognition
provisionscontained in IFRS 2, Shatmsed Payment. The shdrased compensation expense recorded for the six months ended
September 30, 2009 was less than $1 million. Amortization expense included under cost of sales for the six months ended
September 30, 2009 w&& million whereas it was $4 million for fiscal 2009.

We typically assume full project management responsibility for each project that we undertake. Approximately 75.7% and 74.9%
of the total billed persemonths for our services during the six monthdezhSeptember 30, 2009 and fiscal 2009, respectively,

were performed at our global development centers in India, and the balance of the work was performed at client sitak and glob
development centers located outside India. The proportion of work pedaatneur facilities and at client sites varies from
quarter to quarter. We charge higher rates and incur higher compensation and other expenses for work performed &t client site
and global development centers located outside India. Services performedieait site or at a global development center
located outside India typically generate higher revenuesata 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 muaidigsin absolute terms and as a percentage of
revenues fluctuate from quart¢o- quarter based in part on the proportion of work performed outside India. We intend to hire
more local employees in many of the overseas markets in which we operate,catiidhdecrease our gross profits due to
increased wage and hiring costs. Additionally, any increase in work performed at client sites or global development centers
located outside India may decrease our gross profits. We hire subcontractors on a sigefdon time to time for our own
technology development needs, and we generally do not perform subcontracted work for other technology service providers. For
the six months ended September 30, 2009 and fiscal 2009, approximately 2.5% and 3.1%, hgspédctivecost of sales was
attributable to cost of technical subcontractors. We do not anticipate that our subcontracting needs will increaselgigaifican

we expand our business.

Revenues and gross profits are also affected by employee utilizaisn \Wée define employee utilization 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 numbertefasefprofessionals that we assign to a project

will vary according to the size, complexity, duration, and demands of the project. An unanticipated termination of ansignific
project could also cause us to experience lower utilization of technologysgimfals, resulting in a higher than expected
number of unassigned technology professionals. In addition, we do not utilize our technology professionals when they are
enrolled in training programs, particularly during our normailvE®k training course farew employees.

Selling and Marketing Expenses

Selling and marketing expenses represented 4.8% of total revenues for the six months ended September 30, 2009 and 5.1% of
total revenues for fiscal 2009. Oselling and marketing expenses primarily consist of expenses relating to salaries and other
compensation expenses of sales and marketing personnel, travel expenses, brand building, commission charges, rental for sales



and marketing offices and telecommuations. For the six months ended September 30, 2009 and fiscal 2009batede
compensation included in selling and marketing expenses was less than $1 million. We may increase our selling and marketing
expenses as we seek to increase brand awarenesg danget clients and promote client loyalty and repeat business among
existing clients. We also intend to hire more sales and marketing employees in many of the overseas markets, in which we
operate, which could increase our sales and marketing expenses.

Administrative Expenses

Administrative expenses represented 7.6% of total revenues for the six months ended September 30, 2009 and 7.5% of total
revenues for fiscal 2009. Our administrative expenses primarily consist of expenses relating to salaties andpensation

expenses of senior management and other support personnel, travel expenses, legal and other professional fees,
telecommunications, office maintenance, power and fuel charges, insurance, other miscellaneous administrative costs and
providons for doubtful accounts receivable. The factors which affect the fluctuations in our provisions for bad debts and write
offs of uncollectible accounts include the financial health of our clients and of the economic environment in which #tey oper

For the six months ended September 30, 2009 and fiscal 2009;ksts®e compensation included in administrative expenses

was less than $1 million.

Other Income

Other income includes income from availalide-sale financial assets / investments, foreigrenoy exchange gains / (losses)

on translation of other assets and liabilities, including marked to market gains / (losses) on foreign exchange forwtot and o
contracts. For the six months ended September 30, 2009, the income from af@itahle fnancial assets / investments was $7
million. We also recorded a foreign exchange gain of $19 million on forward and options contracts and a foreign exchange loss
of $10 million on translation of other assets and liabilities during the six months endechSep80, 2009.

Finance Income

Finance income includes interest income from deposits. For the six months ended September 30, 2009, interest income on
deposits was $87 million.

Functional Currency and Foreign Exchange

The functional currency of Infosysid Infosys BPO is the Indian rupee. The functional currencies for Infosys Australia, Infosys
China, Infosys Consulting, Infosys Mexico, Infosys Sweden and Infosys Brasil are the respective local currencies. The
consolidated financial statements includedthis Quarterly Report are 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 forandsets
liabilities using the exchange rate in effattthe balance sheet date, and for revenue, expenses and cash flow items using the
average exchange rate for the respective periods. The gains or losses resulting from such translation are includeg in currenc
translation reserves under other componehésg)oity.

Generally, Indian law requires residents of India to repatriate any foreign currency earnings to India to control the ekchang
foreign currency. More specifically, Section 8 of the Foreign Exchange Management Act, or FEMi#es an Indian company

to take all reasonable steps to realize and repatriate into India all foreign currency earned by the company outsidi@rindia, w
such time periods and in the manner specified by the Reserve Bank of India, or RBI. The RBhhagagted guidelines that
require the 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 cuemcy account such as an Exchange Earners Foreign Currency, or EEFC, account with an
authorized dealer; or

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

f
1

We typically collect our earnings and pay expenses denominated igrfaugirencies using a dedicated foreign currency 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 countrieghiékénited States. However, the RBI approval is subject to
limitations, including a requirement that we repatriate all foreign currency in the account back to India within a re@ismnable
except an amount equal to our local monthly operating cost foloeerseas branch. We currently pay such expenses 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 accountVe convert substantially all of our foreign
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 fromroviding software development and other 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 Indigitytax lia
to the extent that thsame income is subject to tax in India.

Currently, we benefit from the tax incentives the Government of India gives to the export of software from speciallyedesignat
software technology parks, or STPs, in India and for facilities set up under thal Hmeiomic Zones Act, 2005. The STP Tax
Holiday is available for ten consecutive years beginning from the financial year when the unit started producing computer
software or April 1, 1999, whichever is earlier. The Indian Government through the Financ20®@ has extended the tax
holiday for the STP units until March 31, 2011. Most of our STP units have already completed the tax holiday perioth@nd for t
remaining STP units the tax holiday will expire by the end of fiscal 2011. Under the Special kcdnaes Act, 2005 scheme,
units in designated special economic zones which begin providing services on or after April 1, 2005 are eligible foioa deduct
of 100 percent of profits or gains derived from the export of services for the first five yearsoframenceme nt of provision of
services and 50 percent of such profits or gains for a further five years. Certain tax benefits are also availablaebfigefurt
years subject to the unit meeting defined conditions. When our tax holidays expire aateyrour tax expense will materially
increase, reducing our profitability.

As a result of these tax incentives, a substantial portion of ouapri@come has not been subject to significant tax in recent
years. These tax incentives resulted in a dser@aour income tax expense of $80 million and $325 million for the six months
ended September 30, 2009 and for fiscal 2009, respectively, compared to the effective tax amounts that we estimate we would
have been required to pay if these incentives hatewn available.

Further, as a result of such tax incentives our effective tax rate for the six months ended September 30, 2009 ar@liasal 200
20.5% and 13.2%, respectively. The increase in the effective tax rate to 20.5% for the six months eandxSap, 2009 from
13.2% for fiscal 2009 is mainly due to the expiration of the tax holiday period for the majority of our STP units. Our Indian
statutory tax rate for the same period was 33.99%.

Pursuant to the enacted changes in the Indian Income &wx &ffective April 1, 2007, a Minimum Alternate Tax (MAT) has

been extended to income in respect of which a deduction may be claimed under sections 10A and 10AA of the Income Tax Act;
consequently, we have calculated our tax liability for current domeestés after considering MAT. The excess tax paid under

MAT provisions being over and above regular tax liability can be carried forward and set off against future tax liabilities
computed under regular tax provisions. We are required to pay MAT, anddiacty a deferred tax asset of $64 million has

been recognized on the balance sheet as of September 30, 2009, which can be carried forward for a period of ten years from th
year of recognition.

Results for the three months ended September 30, 2009 casngd to the three months ended September 30, 2008
Revenues

The following table sets forth the growth in our revenues for the three months ended September 30, 2009 over the cgrrespondin
period in 2008:

(Dollars in millions’

Three months ended Change Percentagt
September 30, Change
200¢ 200¢
Revenues $1,15¢ $1,21¢ $(62; (5.1)%

Revenues decreased in almost all segments of our business particulagggniments such as manufacturing and
telecommunication. The decline in revenues from the manufacturing and telecommunication segments during the three months
ended September 30, 2009 as compared to the three months ended September 30, 2008 is priroatdgrdasd in business

from European clients in these segments.



During the three months ended September 30, 2009, majority of the currencies in which we transact business have depreciated
significantly against the U.S. dollar, with the Euro and Austratialtar depreciating by 3.5% and 7.4%, respectively, and the
United Kingdom Pound Sterling appreciating by 3.6%.

There was significant currency movements during the three months ended September 30, 2009. Had the average exchange rate
between each of thesairrencies and the U.S. dollar remained constant, during the three months ended September 30, 2009 in
comparison to the three months ended September 30, 2008, our revenues in constant currency terms for the three months ended
September 30, 2009 would haveen higher by $23 million at $1,177 million as against our reported revenues of $1,154 million,
resulting in a decline of 3.2% as against a reported decline of 5.1%.

The following table sets forth our revenues by industry segments for the three mmatgtdsSeptember 30, 2009 and September
30, 2008:

Percentage of revenues
Three months ended

September 30,
Industry Segments 200¢ 200¢
Financial services 33.5% 33.3%
Manufacturing 19.3% 20.1%
Telecommunication 16.2% 19.0%
Retall 14.1% 12.1%
Others including utilities, logistics and services 16.9% 15.5%

The increase in the percentage of revenues from the retail segment durihgethenonths ended September 30, 2009 as
compared to the three months ended September 30, 2008 is primarily due to addition of new clients. The decline in the
percentage of revenues from the manufacturing and telecommunication segments during the theeended September 30,

2009 as compared to the three months ended September 30, 2008 is primarily due to decrease in business from European clients
in these segments.

There were significant currency movements during the three months ended Septemb@® addzbe following table sets forth

our revenues by industry segments for the three months ended September 30, 2009, had the average exchange rate between each
of the currencies namely, the United Kingdom Pound Sterling, Euro and Australian dolldre &h&tdollar remained constant,

during the three months ended September 30, 2009 in comparison with the average exchange rate experienced during the three
months ended September 30, 2008:

Three months ende!

Industry Segments September 30, 20C

Financial services 33.3%
Manufacturing 19.2%
Telecommunication 16.6%
Retall 14.1%
Others including utilities, logistics and services 16.8%

The following table sets forth our industry segment profit (revenuesdestfiable operating expenses and allocated expenses)
as a percentage of industry segment revenues for the three months ended September 30, 2009 and September 30, 2008 (refer note
2.19.1 under item 1 of this Quarterly Report):

Three months ended
September 30,

Industry Segments 200¢ 200¢
Financial services 34.6% 31.6%
Manufacturing 27.8% 32.0%
Telecommunication 39.2% 37.9%
Retail 35.6% 32.0%
Others including utilities, logistics and services 36.4% 32.4%

Our revenues are also segmented into onsite and offshore revenues. Onsite revenues are for those services which ae performed
client sites as part afur engagements, while offshore revenues are for services which are performed at our global development



centers. The table below sets forth the percentage of our revenues by location for the three months ended Septembad30, 2009
September 30, 2008:

Percentage of Revenues
Three months ended
September 30,

200¢ 200¢
Onsite 46.0% 47.3%
Offshore 54.0% 52.7%

The services performed onsite typically generate higher revenuesagita, but at lower gross margins in percentage as
compared to the services performed at our own facilities. The table below sets forth details of billable hours for onsite and
offshore for the three months ended September 30, 2009 and September 30, 2008:

Three months ended

September 30,
200¢ 200¢
Onsite 22.6% 24.0%
Offshore 77.4% 76.0%

Revenues from services represented 95.9% of total revenues for thentimdes ended September 30, 2009 as compared to
96.4% for the three months ended September 30, 2008. Sale of our software products represented 4.1% of our total revenues for
the three months ended September 30, 2009 as compared to 3.6% for the threemdexti$eptember 30, 2008.

The following table sets forth the revenues from fixeite, fixedtimeframe contracts and tir@ndmaterials contracts as a
percentage of total services revenues for the three months ended September 30, 2009 and Septed&er 30, 20

Percentage of revenues
Three months ended

September 30,
200¢ 200¢
Fixed-price, fixedtime frame contracts 38.0% 34.1%
Time-andmaterials contracts 62.0% 65.9%

The following table sets forth our revenues by geographic segments for the three months ended September 30, 2009 and
September 30, 2008:

Percentage of revenues
Three months ended
September 30,

Geographic Segments 200¢ 200¢
North America 65.9% 61.5%
Europe 23.2% 28.1%
India 1.2% 1.2%
Rest of the World 9.7% 9.2%

We are focusing our growth strategy on the expansion of our business tofphesworld 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 our dependence upon our sales to North Aanekrittze impact on us of economic
downturns in that region.

There were significant currency movements during the three months ended September 30, 2009 and the following table sets forth
our revenues by geographic segments for the three months ended ®e@en®009, had the average exchange rate between

each of the currencies namely, the United Kingdom Pound Sterling, Euro and Australian dollar, and the U.S. dollar remained
constant, during the three months ended September 30, 2009 in comparison aitréige exchange rate experienced during

the three months ended September 30, 2008:



Geographic Segments

Three months ende!
September 30, 20C

North America 64.8%
Europe 24.3%
India 1.2%
Rest of the World 9.7%

The following table sets forth our geographic segment profit (revenues less identifiable operating expenses and allocated
expenses) as a percentage of geographic segment revenue for the three months ended September 30, 2009 and September 30,
2008 (refer nte 2.19.2 under item 1 of this Quarterly Report):

Three months ended

September 30,
Geographic Segments 200¢ 200¢
North America 34.9% 31.2%
Europe 33.6% 34.2%
India 50.0% 60.0%
Rest of the World 32.1% 38.4%

During the three months ended September 30, 2009, the total billed jpewstims for our services other than business process
management grew by 1.8% compared to the three months ended September 30, 2008. The offshore bitednplessgrowth

for our services other than business process management was 4.4% whereas there was a decrease of 4.1% in the onsite billed
persoamonths for our services other than business process management, during the three months ended September 30, 2009
compared to the thremonths ended September 30, 2008. During the three months ended September 30, 2009, there was 4.0%
decrease in onsite rates and 7.9% decrease in offshore rates compared to the three months ended September 30, 2008 for our
services other than business pgxmanagement.

Cost of sales

The following tables set forth information regarding our cost of sales for the three months ended September 30, 2009 and
September 30, 2008:

(Dollars in millions)

Three months ended Change Percentagt

September 30, Change
200¢ 200¢

Cost of sales $66: $691 $(29 (4.2)%
As a percentage of revenues 57.4% 56.8%

(Dollars in millions)

Three months ended
September 30,

200¢ 200¢ Change
Employee benefit costs $54¢ $55: $(9)
Depreciation and amortization 48 41 7
Travelling costs 23 35 (12)
Cost of software packages 1€ 21 (5)
Provision for poskales client support 3 1 2
Operating lease payments 4 4 T
Communication costs 4 6 2)
Cost of technical subontractors 15 25 (10)
Consumables T 2 )
Repairs and maintenance 2 2 T
Other expenses 3 1 2

Total $66- $691 $(29




The decrease in cost of sales in the three months ended September 30, 2009 from the three months ended September 30, 2008
was attributable primarily to a decrease in our travelling costs, employee benefit costs and cost of techitnaiasttwrsThe

reduction in travelling costs is primarily due to reduction in-hilable travel costs. Further, due to uncertain business
environment, we have postponed the salary increase during the current fiscal year, which increase normally occurs annually in
April. In fiscal 2009, we increased the average offshore wages for our employees by approximately 4% to 5%. The reduction in
the cost of technical sutontractors is due to decreased engagements of techniezbistrctors.

Gross profit

The following talle sets forth information regarding our gross profit for the three months ended September 30, 2009 and
September 30, 2008:

(Dollars in millions)

Three months ended Change Percentag:

September 30, Change
200¢ 200¢

Gross profit $49: $52¢ $(33; (6.3)%
As a percentage of revenues 42.6% 43.2%

The decrease in gross profit and gross profit as a percentage of revenues for the three months ended September 3Be2009 from
three months ended SeptemB8r 2008 was attributable to a 5.1% decrease in revenue and a 0.6% increase in cost of sales as a
percentage of revenue for the three months ended September 30, 2009, compared to the three months ended September 30, 2008.

Revenues and gross profits areaddfected by employee utilization rates. The following table sets forth the utilization rates of
billable employees for total services, excluding business process management services:

Three months ended

September 30,
200¢ 200¢
Including trainees 66.5% 70.7%
Excluding trainees 73.0% 74.1%

Selling and marketing expenses

The following tables set forth information regarding our selling and marketing expenses for the three months ended September
30, 2009 and Septemb&®, 2008:

(Dollars in millions)

Three months ended Change Percentagq
September 30, Change

200¢ 200¢
Selling and marketing expenses $57 $6¢ $(11; (16.2)%

As a percentage of revenues 4.9% 5.6%
Dollars in millions)
Three months ended Change

September 30,
200¢ 200¢

Employee benefit costs $4E $4¢€ $(3)
Travelling costs 5 7 2)
Branding and marketing 5 9 4)
Commission 1 2 Q)
Consultancy and professional charges 1 2 (1)
Total $57 $6¢ $(11

The number of our sales and marketing personnel increased to 814 as of September 30, 2009 from 697 as of September 30, 2008.
The decrease in sellirend marketing expenses and selling and marketing expense as a percentage of revenue during the three



months ended September 30, 2009 from the three months ended September 30, 2008 was attributable to a decrease in our
travelling costs and branding and nmetikg costs.

Administrative expenses

The following tables set forth information regarding our administrative expenses for the three months ended Septem®er 30, 200
and September 30, 2008:

(Dollars in millions)

Three months ended Percentag:
September 30, Chiengy Change
200¢ 200¢
Administrative expenses $8E $9€ $(11; (11.5)%
As a percentage of revenues 7.4% 7.9%

(Dollars in millions)

Three months ended Change

September 30,
200¢ 200¢

Employee benefit costs $2¢ $2t $3
Consultancy and professional charges 11 1€ (5)
Office maintenance 9 9 T
Repairs and maintenance 4 4 T
Power and fuel 8 8 T
Communication costs 7 9 2
Travelling costs 4 9 5)
Allowance for impairment of trade receivables 6 7 @)
Rates and taxes 1 2 @
Insurance charges 1 1 i
Operating lease payments 2 1 1
Commission 1 i 1
Printing and stationery i 1 Q)
Other expenses 3 4 (1)
Total $8¢ $9¢€ $(11

The decrease in administrative expense and administrative expense as a percentage of revenue during the three months ended
September 30, 2009 comparedthe three months ended September 30, 2008 is due to a decrease in the traveling costs and
consultancy and professional charges.

The factors which affect the fluctuations in our allowance for impairment of trade receivables include the financial bealth o

clients and the economic environment in which they operate. No one client has contributed significantly to a loss, amd we hav
had no significant changes in our collection policies or payment terms during the three months ended September 38, 2009 fro
the three months ended September 30, 2008. Allowance for impairment of trade receivables as a percentage of revenue was 0.5%
and 0.6% for the three months ended September 30, 2009 and September 30, 2008, respectively.

Operating profit

The following tabé sets forth information regarding our operating profit for the three months ended September 30, 2009 and
September 30, 2008:

(Dollars in millions)

Three months ended Change Percentag:
September 30, Change
200¢ 200¢
Operating profit $35( $361 $(11; (3.0)%

As a percentage of revenues 30.3% 29.7%




The decrease in operating profit for the three months ended September 30, 2009 from the three months ended September 30,
2008 is attributable to a 6.3#ecrease in gross profit, partially offset by a 16.2% and 11.5% decrease in selling and marketing
and administrative expenses during the same period. The increase in operating profit as a percentage of revenue I 0.6% for t
three months ended Septemb@r 3009 is attributable to a 0.7% and 0.5% decrease in selling and marketing and administrative
expenses as a percentage of revenue for the same period when compared to the three months ended September 30, 2009.

Other income / (expense) and Finance income

The following table sets forth information regarding our other income / (expense) and finance income for the three nednths end
September 30, 2009 and September 30, 2008:

(Dollars in millions)

Three months ended Change Percentag
September 30, Change
200¢ 200¢
Other income / (expense) $8 $(28 $3€ 128.6%
Finance income $41 $4z $(2) (4.7)%

Other income includes $5 million of income from availatdesale financiahssets and a foreign exchange gain of $2 million for
the three months ended September 30, 2009 and a foreign exchange loss of $28 million for the three months ended September 30,
2008.

We generate a major portion of our revenues in foreign currenciggugaty the U.S. dollar, the United Kingdom Pound
Sterling, Euro and the Australian dollar, whereas we incur a majority of our expenses in Indian rupees. The exchange rate
between the rupee and each of currencies namely, the U.S. dollar, the UnitedniKingdnd Sterling, Euro and the Australian

dollar has changed substantially in recent years and may fluctuate substantially in the future. Consequently, theotgsults of
operations are adversely affected as the rupee appreciates against the aforadnemtieneies. Foreign exchange gains and
losses arise from the appreciation and depreciation of the rupee against other currencies in which we transact busimess and f
foreign exchange forward and option contracts.

The following table sets forth the cancy in which our revenues for the three months ended September 30, 2009 and September
30, 2008 were denominated:

Percentage of Revenues
Three months ended

September 30,
Currency 200¢ 200¢
U.S. dollar 73.2% 70.4%
United Kingdom Pound Sterling 9.7% 13.3%
Euro 7.3% 7.2%
Australian dollar 5.9% 4.4%
Others 3.9% 4.7%

The following tables set forth information on the foreign exchange ratespees per U.S. dollar, United Kingdom Pound
Sterling, Euro and Australian dollar for the three months ended September 30, 2009 and September 30, 2008:

Appreciation /
(Depreciation) in

Three months ended September 30, percentage
2009(Rs. 2008(Rs.
Average exchange rate during the period:
U.S. dollar 48.3¢ 44.5( (8.7)%
United Kingdom Pound Sterling 79.4¢ 83.17 4.4%
Euro 69.1¢ 66.21 (4.5)%

Australian dollar 40.2¢ 38.81 (3.8)%




Three months ended
September 30,
2009 (Rs. 2008 (Rs.

Exchange rate at the beginning of the period:

U.S. dollar 47.91 43.0¢
United Kingdom Pound Sterling 79.5( 85.71
Euro 67.67 68.0¢
Australian dollar 38.9¢ 41.5¢
Exchange rate at the end of the period:

U.S. dollar 48.11 46.97
United Kingdom Pound Sterling 76.8¢ 84.6¢
Euro 70.01 67.41
Australian dollar 42.0( 38.2¢

Appreciation / (depreciation) of the rupee against the relevant currency during the period
(as a percentage):

U.S. dollar (0.4)% (9.1)%
United Kingdom Pound Sterling 3.3% 1.3%
Euro (3.5)% 1.0%
Australian dollar (7.8)% 7.8%

The following table sets forth information on the foreign exchange rates in U.S. dollar per United Kingdom Pound Sterling, Eu
and Australian dollar for the three months ended September 30, 2009 and September 30, 2008:

Appreciation /
(Depreciation) in

Three months ended September 30, percentage
2009($ 2008($
Average exchange rate during the period:
United Kingdom Pound Sterling 1.64 1.87 12.3%
Euro 1.4% 1.4¢ 4.0%
Australian dollar 0.8 0.87 4.6%

Three months ended

September 30,

2009 ($ 2008 ($
Exchange rate at the beginning of the period:
United Kingdom Pound Sterling 1.6€ 1.9¢
Euro 1.41 1.5¢
Australian dollar 0.81 0.97
Exchange rate at the end of the period:
United Kingdom Pound Sterling 1.6C 1.8C
Euro 1.4¢ 1.4
Australian dollar 0.87 0.81
Appreciation / (depreciation) of U.S. dollar against theelevant currency during the period
(as a percentage):
United Kingdom Pound Sterling 3.6% 9.5%
Euro (3.5)% 8.9%
Australian dollar (7.4)% 16.5%

For the three months ended September 30, 2009, every percentagéepoaaiation / appreciation in the exchange rate between

the Indian rupee and the U.S. dollar has affected our operating margins by approximately 0.5%. The exchange rate between the
rupee and U.S. dollar has fluctuated substantially in recent years armbntene to do so in the future. We are unable to predict

the impact that future fluctuations may have on our operating margins.

We have recorded a loss of $1 million and $50 million for the three months ended September 30, 2009 and September 30, 2008,
respectively, on account of foreign exchange forward and option contracts, which are included in total foreign currergyy exchan



gains / losses. Our accounting policy requires us to mark to market and recognize the effect in profit immediately of any
derivaive that is either not designated a hedge, or is so designated but is ineffective as per IAS 39.

Finance income for the three months ended September 30, 2009 is comprised of $41 million of interest income as compared to
$43 million of interest income fdhe three months ended September 30, 2008.

Income tax expense

The following table sets forth information regarding our income tax expense and effective tax rate for the three months ended
September 30, 2009 and September 30, 2008:

(Dollars in millions)

Three months ended Change Percentag:

September 30, Change
200¢ 200¢

Income tax expense $82 $5€ $2¢€ 46.4%
Effective tax rate 20.6% 14.9%

The effective tax rate for the three months ended September 30, 2009 and three months ended September 30, 2008 was 20.6%
and 14.9%, respectively. The increase in the effective tax rate is primarily due to the expiry of the tax holiday pergod for
majority of our STP units.

Net profit

The following table sets forth information regarding our net profit for the three months ended September 30, 2009 aret Septemb
30, 2008:

(Dollars in millions)

Three months ended Change Percentag

September 30, Change
200¢ 200¢

Net profit $317 $32( $(3) (0.9)%
As a percentage of revenues 27.5% 26.3%

The marginal increase in net profit as a percentage of revenues for thentmttes ended September 30, 2009 from September
30, 2008 is attributable to a 0.6% increase in operating profit as a percentage of revenue during the same periodeasd an incr
in other income mainly due to increase in income from avatfanisale finan@l assets.

Results for the six months ended September 30, 2009 compared to the six months ended September 30, 2008
Revenues

The following table sets forth the growth in our revenues for the six months ended September 30, 2009 over the corresponding
period in 2008:

(Dollars in millions)

Six months ended Septemb Change Percentag
30, Change
200¢ 200¢
Revenues $2,27¢ $2,37: $(95 (4.0)%

Revenues decreased in the financial services and telecommunication segments. The decline in revenues in these segments during
the six months ended September 30, 2009 as compared to the six months ended September 30, 2008 is primarily due to decrease
in busness from European clients.



During the six months ended September 30, 2009, a majority of the currencies in which we transact business have depreciated
significantly against the U.S. dollar, with the United Kingdom Pound Sterling, Euro and Australardépieciating by 11.9%,
9.8% and 26.1%, respectively.

There was significant currency movements during the six months ended September 30, 2009. Had the average exchange rate
between each of these currencies and the U.S. dollar remained constant, lugngrhonths ended September 30, 2009 in
comparison to the six months ended September 30, 2008, our revenues in constant currency terms for the six months ended
September 30, 2009 would have been higher by $85 million at $2,361 million as against dad negwenues of $2,276 million,

resulting in a decline of 0.4% as against a reported decline of 4.0%.

The following table sets forth our revenues by industry segments for the six months ended September 30, 2009 and September
30, 2008:

Percentage frevenues
Six months ended Septemb

30,
Industry Segments 200¢ 200¢
Financial services 33.3% 33.9%
Manufacturing 19.9% 19.3%
Telecommunication 16.5% 19.4%
Retail 13.7% 12.1%
Others including utilities, logistics and services 16.6% 15.3%

The increase in the percentage of revenues from the retail segment during the six months ended September 30, 2009 as compared
to the six months endeskptember 30, 2008 is primarily due to addition of new clients. The decline in the percentage of revenues
from the financial services and telecommunication segments during the six months ended September 30, 2009 as compared to the
six months ended Septent89, 2008 is primarily due to decrease in business from European clients operating in these segments.

There were significant currency movements during the six months ended September 30, 2009 and the following table sets forth
our revenues by industry segnts for the six months ended September 30, 2009, had the average exchange rate between each of
the currencies namely, the United Kingdom Pound Sterling, Euro and Australian dollar, and the U.S. dollar remained constant,
during the six months ended Sept@mi30, 2009 in comparison with the average exchange rate experienced during the six
months ended September 30, 2008:

Six months ende:

Industry Segments September 30, 20C

Financial services 32.9%
Manufacturing 19.6%
Telecommunication 17.4%
Retail 13.6%
Others including utilities, logistics and services 16.5%

The following table sets forth our industry segment profit (revenues less identifiable operating expenses and allocsg¢s)l expen
as a percentage ofdustry segment revenues for the six months ended September 30, 2009 and September 30, 2008 (refer note
2.19.1 under item 1 of this Quarterly Report):

Six months ended Septemb

30,
Industry Segments 200¢ 200¢
Financial services 33.9% 30.0%
Manufacturing 29.6% 30.0%
Telecommunication 39.5% 37.4%
Retail 34.4% 30.7%
Others including utilities, logistics and services 35.8% 31.9%

Our revenues are also segmented into onsite and offshore revenuesredasites are for those services which are performed at
client sites as part of our engagements, while offshore revenues are for services which are performed at our globahtievelopme



centers. The table below sets forth the percentage of our revenuestigridor the six months ended September 30, 2009 and
September 30, 2008:

Percentage of Revenues
Six months ended Septembe

30,
200¢ 200¢
Onsite 46.2% 47.4%
Offshore 53.8% 52.6%

The services performednsite typically generate higher revenues-qagita, but at lower gross margins in percentage as
compared to the services performed at our own facilities. The table below sets forth details of billable hours for onsite and
offshore for the six months erdi&eptember 30, 2009 and September 30, 2008:

Six months ended Septemb

30,
200¢ 200¢
Onsite 22.6% 24.1%
Offshore 77.4% 75.9%

Revenues from services represented 95.9% of total revenues for the six emsletisSeptember 30, 2009 as compared to 96.2%
for the six months ended September 30, 2008. Sale of our software products represented 4.1% of our total revenues for the six
months ended September 30, 2009 as compared to 3.8% for the six months ended:58p12008.

The following table sets forth the revenues from fixeite, fixedtimeframe contracts and tir@ndmaterials contracts as a
percentage of total services revenues for the six months ended September 30, 2009 and September 30, 2008:

Percentage of revenues
Six months ended Septemb:

30,
200¢ 200¢
Fixed-price, fixedtime frame contracts 38.0% 32.3%
Time-andmaterials contracts 62.0% 67.7%

The following table sets forth our revenues by geographic segments for the six months ended September 30, 2009 and September
30, 2008:

Percentage of revenues
Six months ended Septemb

30,
Geographic Segments 200¢ 200¢
North America 65.3% 62.0%
Europe 23.9% 27.8%
India 1.1% 1.2%
Rest of the World 9.7% 9.0%

We are focusing our growth strategy on the expansion of our business tofpghesworld 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 our dependence upon our sales to North Asnekrittze impact on us of economic
downturns in that region.

There were significant currency movements during the six months ended September 30, 2009 and the following table sets forth
our revenues by geographic segments for the six months ended Septéni¥I93 had the average exchange rate between each

of the currencies namely, the United Kingdom Pound Sterling, Euro and Australian dollar, and the U.S. dollar remaingd constan
during the six months ended September 30, 2009 in comparison with theeaeardmnge rate experienced during the six
months ended September 30, 2008:



Six months ende:

Geographic Segments September 30, 20C

North America 63.2%
Europe 25.7%
India 1.0%
Rest of the World 10.1%

The following table sets forth our geographic segment profit (revenues less identifiable operating expenses and allocated
expenses) as a percentage of geographic segment revenue for the six months ended September 30, 2009 and September 30, 2008
(refer note2.19.2 under item 1 of this Quaterly Report):

Six months ended Septemb

30,
Geographic Segments 200¢ 200¢
North America 34.3% 30.2%
Europe 34.5% 33.6%
India 41.7% 44.8%
Rest of the World 33.5% 35.5%

During the six months ended September 30, 2009 the total billed pemahs for our services other than business process
management grew by 3.8% compared to the six months ended September 30, 2008. The offshore bilewm#sgnowth

for our service other than business process management increased by 6.6% whereas there was a decrease of 2.3% in the onsite
billed persormonths for our services other than business process management, during the six months ended September 30, 2009
compared to the six oamths ended September 30, 2008. During the six months ended September 30, 2009, there was 4.4%
decrease in onsite rates and 8.1% decrease in offshore rates compared to the six months ended September 30, 2008 for our
services other than business processagement.

Cost of sales

The following tables set forth information regarding our cost of sales for the six months ended September 30, 2009 and
September 30, 2008:

(Dollars in millions)

Six months ended Septemb: Change Percentagt

30, Change
200¢ 200¢

Cost of sales $1,30¢ $1,38¢ $(83 (6.0)%
As a percentage of revenues 57.3% 58.5%

(Dollars in millions)

Six months ended Septemb:

30,

200¢ 200¢ Change
Employee benefit costs $1,06¢ $1,11: $(46,
Depreciation and amortization 94 81 13
Travelling costs 47 78 (31)
Cost of software packages 37 4C 3)
Provision for poskales client support 3 1 2
Operating lease payments 8 9 Q)
Communication costs 9 11 2)
Cost of technical subontractors 32 45 (13)
Consumables ) 3 3)
Repairs and maintenance 3 3 T
Other expenses 6 5 1

Total $1,30¢ $1,38¢ $(83




The decrease in cost of sales and cost of sales as a percentage of revenues in the six months ended September 3t 2009 from t
six months ended September 30, 2008 was attributable primarily to a decrease in our travellinghptistee benefit costs and

cost of technical subontractors. The reduction in travelling costs is primarily due to reduction irbitlable travel costs.

Further, due to uncertain business environment, we have postponed the salary increase duringnthescalr year which

normally occurs annually in April. In fiscal 2009, we increased the average offshore wages for our employees by approximately
11% to 13% and the average onsite wages for our employees by approximately 4% to 5%. The reductiostinfttecknical
sub-contractors is due to decreased engagements of technieadisactors.

Gross profit

The following table sets forth information regarding our gross profit for the six months ended September 30, 2009 aner Septemb
30, 2008:

(Dollars in millions)

Six months ended Septemb Change Percentag:

30, Change
200¢ 200¢

Gross profit $971 $98:¢ $(12 1.2)%
As a percentage of revenues 42.7% 41.5%

The decrease in gross profit for the six months ended September 30, 2009 from the six months ended September 30, 2008 was
attributable to a 4.0% decrease in revenue which was partially offset by a 6.0% decrease in cost of sales in the same period
comparedo the six months ended September 30, 2008.

Revenues and gross profits are also affected by employee utilization rates. The following table sets forth the utiésadion ra
billable employees for total services, excluding business process managawieasse

Six months ended Septemb

30,
200¢ 200¢
Including trainees 66.3% 70.2%
Excluding trainees 71.5% 73.2%

Selling and marketing expenses

The following tables set forth information regarding our selling madketing expenses for the six months ended September 30,
2009 and September 30, 2008:

(Dollars in millions)

Six months ended Septembt Change Percentag:
30, Change

200¢ 200¢
Selling and marketing expenses $11( $12¢ $(19, 14.7)%

As a percentage of revenues 4.8% 5.4%
(Dollars in millions)
Six months ended Septemb Change

30,
200¢ 200¢

Employee benefit costs $8¢ $9C $(2)
Travelling costs 9 16 )
Branding and marketing 8 13 5)
Commission 1 3 2)
Operating lease payments 1 T 1
Communication costs 1 T 1
Consultancy and professional charges 2 3 Q)
Other expenses T 4 (4)

Total $11C $12¢ $(19




The number of our sales and marketing personnel increased to 815 as of September 30, 2009 from 697 as of September 30, 2008.
The decrease in selling and marketing expenses during the six months ended September 30, 2008ifronorittes ended
September 30, 2008 was primarily attributable to a decrease in our travelling costs and branding and marketing costs.

Administrative expenses

The following tables set forth information regarding our administrative expenses for therghsmaded September 30, 2009
and September 30, 2008:

(Dollars in millions)

Six months ended Septembt Percentag
30, Cireiige Change

200¢ 200¢
Administrative expenses $17: $18:¢ $(10; (5.5)%

As a percentage of revenues 7.6% 7.7%
(Dollars in millions)
Six months ended Septemb: Change

30,
200¢ 200¢

Employee benefit costs $52 $4¢ $4
Consultancy and professional charges 26 28 2)
Repairs and maintenance 7 6 1
Office maintenance 18 18 i
Power and fuel 15 17 2
Communication costs 14 18 4)
Commission 1 T 1
Travelling costs 8 1€ (8)
Allowance for impairment of trade receivables 10 1C T
Rates and taxes 3 4 (8]
Insurance charges 3 3 )
Operating lease payments 4 3 1
Postage and courier 1 1 T
Printing and stationery 1 2 1)
Other expenses 9 8 1
Total $17: $18: $(10

The decrease in administrative expense and administrative expense as a percentage of revenue during the six months ended
September 30, 2009 compared to the six months ended September 30, 2008 is due to a decrease in the travelling and
communicatiorcosts.

The factors which affect the fluctuations in our allowance for impairment of trade receivables include the financial bealth o
clients and the economic environment in which they operate. No one client has contributed significantly to a \es$)aaed

had no significant changes in our collection policies or payment terms during the six months ended September 30, 2609 from th
six months ended September 30, 2008. Allowance for impairment of trade receivables as a percentage of revenueands 0.44%
0.42% for the six months ended September 30, 2009 and September 30, 2008, respectively.

Operating profit

The following table sets forth information regarding our operating profit for the six months ended September 30, 2009 and
September 30, 2008:

(Dollars in millions)

Six months ended Septemb: Change Percentagt
30, Change
200¢ 200¢

Operating profit $68¢ $671 $17 2.5%



As a percentage of revenues 30.2% 28.3%

The increase in operating profit and operating profit as a percentage of revenues for the six months ended September 30, 2009
from the six months ended September 30, 2008 is attributable primarily to a 14.7% and 5.5% decrease in selling and marketing

and @ministrative expenses for the six months ended September 30, 2009, which was partially offset by a 1.2% decrease in gross
profit, in the same period compared to the six months ended September 30, 2008.

Other income / (expense) and Finance income

The folowing table sets forth information regarding our other income / (expense) and finance income for the six months ended
September 30, 2009 and September 30, 2008:

(Dollars in millions)

Six months ended Septemb Change Percentag:
30, Change
200¢ 200¢
Other income / (expense) $17 $(46, $62 137.0%
Finance income $87 $8¢ $(2) (2.2)%

Other income includes $7 million of income from availatdesale financiabssets and a foreign exchange gain of $9 million for
the six months ended September 30, 2009 and a foreign exchange loss of $47 million for the six months ended September 30,
2008.

We generate a major portion of our revenues in foreign currermaescularly the U.S. dollar, the United Kingdom Pound
Sterling, Euro and the Australian dollar, whereas we incur a majority of our expenses in Indian rupees. The exchange rate
between the rupee and each of currencies namely, the U.S. dollar, the UnigddriPound Sterling, Euro and the Australian

dollar, has changed substantially in recent years and may fluctuate substantially in the future. Consequently, theowesults of
operations are adversely affected as the rupee appreciates against the dforedhentrencies. Foreign exchange gains and
losses arise from the appreciation and depreciation of the rupee against other currencies in which we transact busimess and f
foreign exchange forward and option contracts.

The following table sets forth treurrency in which our revenues for the six months ended September 30, 2009 and September
30, 2008 were denominated:

Percentage of Revenues
Six months ended Septemb

30,
Currency 200¢ 200¢
U.S. dollar 72.8% 69.4%
United Kingdom Pound Sterling 9.9% 14.8%
Euro 7.5% 7.1%
Australian dollar 5.5% 4.6%
Others 4.3% 4.1%

The following tables set forth information on the foreign exchange ratespees per U.S. dollar, United Kingdom Pound
Sterling, Euro and Australian dollar for the six months ended September 30, 2009 and September 30, 2008:

Six months ended September 3(  Appreciation /
(Depreciation)
in percentage

2009(Rs. 2008(Rs.
Average exchange rate during the period:
U.S. dollar 48.61 43.2¢ (12.4)%
United Kingdom Pound Sterling 77.5( 83.1( 6.7%
Euro 67.7¢ 65.9: (2.8)%

Australian dollar 38.6¢ 39.4] 1.9%




Six months ended Septemb
30,
2009 (Rs. 2008 (Rs.

Exchange rate at the beginning of the period:

U.S. dollar 50.72 40.02
United Kingdom Pound Sterling 72.4¢ 79.4¢
Euro 67.4¢ 63.2¢
Australian dollar 35.0¢ 36.5¢
Exchange rate at the end of the period:

U.S. dollar 48.11 46.97
United Kingdom Pound Sterling 76.8¢ 84.6¢
Euro 70.01 67.41
Australian dollar 42.0( 38.2¢

Appreciation / (depreciation) of the rupee against the relevant currency during the period
(as a percentage):

U.S. dollar 5.1% (17.4)%
United Kingdom Pound Sterling (6.0)% (6.6)%
Euro (3.8)% (6.6)%
Australian dollar (19.9)% (4.7)%

The following table sets forth information on the foreign exchange rates in U.S. dollar per United Kingdom Pound Sterling, Eu
and Australian dollar for the six months ended September 30, 2009 and September 30, 2008:

Six months ended September 3(  Appreciation /
(Depreciation)
in percentage

2009(% 2008($
Average exchange rate during the period:
United Kingdom Pound Sterling 1.5¢ 1.92 17.2%
Euro 1.3¢ 1.52 8.6%
Australian dollar 0.8C 0.91 12.1%

Six months ended Septemb

30,

2009 ($ 2008 ($
Exchange rate at the beginning of the period:
United Kingdom Pound Sterling 1.4: 1.9¢
Euro 1.3¢ 1.5¢
Australian dollar 0.6¢ 0.91
Exchange rate at the end of the period:
United Kingdom Pound Sterling 1.6C 1.8C
Euro 1.4¢ 1.44
Australian dollar 0.87 0.81
Appreciation / (depreciation) of U.S. dollar against theelevant currency during the period
(as a percentage):
United Kingdom Pound Sterling (11.9)% 9.5%
Euro (9.8)% 8.9%
Australian dollar (26.1)% 11.0%

For the six months ended September 30, 2009, every percentageqmitiation / appreciation in the exchange rate between

the Indian rupee and the U.S. dollar has affected our operating margins by approximately 0.4%. The exchange rate between the
rupee and U.S. dollar has fluctuated substantially in recent years armbntene to do so in the future. We are unable to predict

the impact that future fluctuations may have on our operating margins.

We have recorded a gain of $19 million and a loss of $116 million for the six months ended September 30, 2009 and September
30, 2008, respectively, on account of foreign exchange forward and option contracts, which are included in total foreign curre



exchange gains / losses. Our accounting policy requires us to mark to market and recognize the effect in profit imrhediately o
any derivative that is either not designated a hedge, or is so designated but is ineffective, as per IAS 39.

Finance income for the six months ended September 30, 2009 comprises of $87 million of interest income as compared to $89
million of interest incane for the six months ended September 30, 2008.

Income tax expense

The following table sets forth information regarding our income tax expense and effective tax rate for the six months ended
September 30, 2009 and September 30, 2008:

(Dollars in milliong

Six months ended Septemb Change Percentagt

30, Change
200¢ 200¢

Income tax expense $16:2 $8¢€ $7€ 88.4%
Effective tax rate 20.5% 12.0%

The effective tax rate for the six months ended September 30, 2009 and six months ended September 30, 2008 was 20.5% and
12.0%, respectively. The increase in the effective tax rate is primarily due to the expiration of the tax holiday p#red for
majority of our STP units.

Net profit

The following table sets forth information regarding our net profit for the six months ended September 30, 2009 and September
30, 2008:

(Dollars in millions)

Six months ended Septemb:t Change Percentagt

30, Change
200¢ 200¢

Net profit $63( $62¢ $2 0.3%
As a percentage of revenues 27.7% 26.5%

The marginal increase in net profit and net profit as a percentageesfues for the six months ended September 30, 2009 from
September 30, 2008 is attributable to a 2.5% increase in operating profit and 137.0% increase in other income whigh is partia
offset by a 88.4% increase in income tax expense during the sawe. peri

Liquidity and capital resources

Our growth has been financed largely by cash generated from operations and, to a lesser extent, from the proceed&from the sa
and issuance of equity securities. In 1993, we raised approximately $4.4 million in ggosgate proceeds from our initial

public offering of equity shares in India. In 1994, we raised an additional $7.7 million through private placements wifyour eq
shares with foreign institutional investors, mutual funds, Indian domestic financialitiostit and corporations. On March 11,

1999, we raised $70.4 million in gross aggregate proceeds from our initial public offering of ADSs in the United States.

As of September 30, 2009, we had $3,194 million in working capital, including $2,208 milkbashrand cash equivalents, $670
million in availablefor-sale financial assets and no outstanding bank borrowings. As of March 31, 2009, we had $2,583 million
in working capital, including $2,167 million in cash and cash equivalents, and no outstandirzpbrawings. We believe that

our current working capital is sufficient to meet our requirements for the next 12 months. We believe that a sustaieadmeduct

IT spending, a longer sales cycle, or a continued economic downturn in any of the varioaplgedgcations or industry
segments in which we operate, could result in a decline in our revenues and negatively impact our liquidity and cash resource

Our principal sources of liquidity are our cash and cash equivalents and the cash flow thatrate freme our operations. Our
cash and cash equivalents comprise of cash and bank deposits and deposits with corporations which can be withdrawn at any
point of time without prior notice or penalty. These cash and cash equivalents included a resthdiethoas of $11 million as



at September 30, 2009. The restricted cash balance as of March 31, 2009 was less than $1 million. These restrictions are
primarily on account of unclaimed dividends and cash balances held by irrevocable trusts controlledimpams.

In summary, our cash flows were:

(Dollars in millions)

Six months ended Septemb

30,
200¢ 200¢
Net cash provided by operating activities $81¢ $70(
Net cash used in investing activities $(738 $(171
Net cash used in financing activities $(179 $(416

Net cash provided by operations consisted primarily of net profit adjusted for depreciation and amortization, defeard taxes
income taxes and changes in working capital.

Trade receivables decreadey $63 million during the six months ended September 30, 2009, compared to an increase of $69
million during the six months ended September 30, 2008. Tr a
15.3% and 16.4% as of September 3@2and September 30, 2008, respectively. Days sales outstanding on the basis of last 12

mont hsd revenues were 56 days and 60 days as at September 3
other assets increased by $31 million during $ix months ended September 30, 2009 compared to a decrease of $18 million

during the six months ended September 30, 2008. There was an increase in unbilled revenues of $8 million during the six month

ended September 30, 2009, compared to an increasé&/afillion during the six months ended September 30, 2008. Unbilled

revenues represent revenues that are recognized but not yet invoiced. Other liabilities and provisions increa sed ibp $31 mill

during the six months ended September 30, 2009, compasedihcrease of $87 million during the six months ended September

30, 2008. Unearned revenues increased by $47 million during the six months ended September 30, 2009, compared to an increase

of $25 million during the six months ended September 30, 2068aftded revenue resulted primarily from advance client

billings on fixedprice, fixedtimeframe contracts for which related efforts have not been expended. Revenues frepnidixed
fixed-timeframe contracts and from tiraed-materials contracts represedt38.0% and 62.0% of total services revenues for the

six months ended September 30, 2009, as compared to 32.3% and 67.7% for the six months ended September 30, 2008.

Net cash used in investing activities, relating to our acquisition of additional propkmt and equipment for the six months

ended September 30, 2009 and September 30, 2008 was $71 million and $168 million, respectively for our software development
centers. During the six months ended September 30, 2009, we invested $988 millionainlefeaikale financial assets, $12

million in norrcurrent deposits with corporations and redeemed availabkale financial assets of $325 million. During the six
months ended September 30, 2008, we invested $60 million in avditatdale financialassets, $12 million in necurrent

deposits with corporations, and redeemed avaifirlsale financial assets of $76 million. The proceeds realized from the
redemption of availabléor-sale financial assets were used in our day to day business activities

Previously, we provided various loans to employees including car loans, home loans, personal computer loans, telephone loans,
medical loans, marriage loans, personal loans, salary advances, education loans and loans for rental deposits. These loans we
provided primarily to employees in India who were not executive officers or directors. Housing and car loans were agilable o

to middle level managers, senior managers andemenutive officers. These loans were generally collateralized against the
assets of the loan and the terms of the loans ranged from 1 to 100 months.

We have discontinued fresh disbursements under all of these loan schemes except for personal loans and salary advances which
we continue to provide primarily to employees in Indisovete not executive officers or directors. We also provide allowances
for purchase of cars and houses for our middle level managers.

The annual rates of interest for these loans vary between 0% and 4%. Loans aggregating $24 million and $24 million were
outstanding as of September 30, 2009 and March 31, 2009, respectively.

The timing of required repayments of employee loans outstanding as of September 30, 2009 is as detailed below:

(Dollars in millions)

12 months ending June 30, Repaymen
2010 $2C
2011 4




$24

Net cash used in financing activities for the six months ended September 30, 2009 was $179 million which comprised primarily
of dividend payments of $184illion partially offset by $9 million of proceeds received from issuance of 481,650 equity shares

on exercise of share options by employees. Net cash used in financing activities for the six months ended September 30, 2008
was $416 million which compriseprimarily of dividend payments of $424 million partially offset by $8 million of proceeds
received from issuance of 504,097 equity shares on exercise of share options by employees.

As of September 30, 2009, we had contractual commitments for capitaldéxpe of $57 million, compared to $73 million as

of March 31, 2009. These commitments include $55 million in commitments for domestic purchases as of September 30, 2009,
compared to $64 million as of March 31, 2009, and $2 million in commitments fortsnpichardware, supplies and services to
support our operations generally as of September 30, 2009, compared to $9 million as of March 31, 2009, which we expect to be
significantly completed by March 31, 2010.

Reconciliation between Indian GAAP and IFRS

All financial information in this Quarterly Report is presented in accordance with IFRS, although we also report for Indian
statutory purposes under Indian GAAP. The material differences that affect us are primarily attributable to IFRS regigirements
the

9 accounting for sharbased compensation under IFRS 2; and
9 amortization of intangible assets

Reconciliation of Net Profit

(Dollars in millions)

Six months ended Septemb:t

30,
200¢ 200¢
Net profit as per Indian GAAP $631 $62¢
Sharebased compensation i i
Amortization of intangible assets (1) (1)
Net profit as per IFRS $63( $62¢

Off Balance Sheet Arrangements

None

Item 3. Quantitative and Qualitative Disclosures about Market Risk
General

Market risk is attributable to all market sensitive financial instruments including foreign currency receivables and. gdables
value of a financial instrument may change as a result of changes in the interest rates, foreign currency exchange rates,
commodity prices, equity prices and other market changes that affect market risk sensitive instruments.

Our exposure to market risk is a function of our revenue generating activities and any future borrowing activities in foreign
currency. The objective of meet risk management is to avoid excessive exposure of our earnings and equity to loss. Most of our
exposure to market risk arises out of our foreign currency accounts receivable.

Risk Management Procedures

We manage market risk through treasury opemati®ur treasury operations' objectives and policies are approved by senior
management and our Audit Committee. The activities of treasury operations include management of cash resources,
implementing hedging strategies for foreign currency exposurespviing strategies, if any, and ensuring compliance with
market risk limits and policies.



Components of Market Risk

Exchange rate riskOur exposure to market risk arises principally from exchange rate risk. Even though our functional currency

is the India rupee, we generate a major portion of our revenues in foreign currencies, particularly the U.S. dollar, the United
Kingdom Pound Sterling, Euro and the Australian dollar, whereas we incur a majority of our expenses in Indian rupees. The
exchange rate beeen the rupee and the dollar has changed substantially in recent years and may fluctuate substantially in the
future. Consequently, the results of our operations are adversely affected as the rupee appreciates / depreciatetdgainst the
dollar and otkr currencies. For the six months ended September 30, 2009 and September 30, 2008, U.S. dollar denominated
revenues represented 72.8% and 69.4%, respectively, of total revenues. For the same periods, revenues denominated in United
Kingdom Pound Sterling peesented 9.9% and 14.8%, respectively, of total revenues; revenues denominated in the E uro
represented 7.5% and 7.1%, respectively, of total revenues, and revenues denominated in the Australian dollar rep¥esented 5.5
and 4.6%, respectively, of total mwes. Our exchange rate risk primarily arises from our foreign currency revenues, receivables
and payables.

We use derivative financial instruments such as foreign exchange forward and option contracts to mitigate the risk @ changes
foreign exchangeates on accounts receivable and forecasted cash flows denominated in certain foreign currencies. The
counterparty for these contracts is generally a bank.

As of September 30, 2009, we had outstanding forward contracts of $370 million, Euro 4 millimiged Kingdom Pound

Sterling 5 million and option contracts of $273 million, Euro 6 million and United Kingdom Pound Sterling 6 million. As of
March 31, 2009, we had outstanding forward contracts of $278 million, Euro 27 million and United Kingdom feolimgl 2L

million and option contracts of $173 million. The forward contracts typically mature within one to twelve months, mukide set

on the day of maturity and may be cancelled subject to the payment of any gains or losses in the differencihdewveect

exchange rate and the market exchange rate on the date of cancellation. We use these derivative instruments only as a hedging
mechanism and not for speculative purposes. We may not purchase adequate instruments to insulate ourselvégnfrom fore
exchange currency risks. In addition, any such instruments may not perform adequately as a hedging mechanism. The policies of
the Reserve Bank of India may change from time to time which may limit our ability to hedge our foreign currency exposures
adeuately. We may, in the future, adopt more active hedging policies, and have done so in the past.

Fair value risk.The fair value of our market rate risk sensitive instruments approximates their carrying value.
Recent Accounting Pronouncements
Standardsearly adopted by the company

9 IFRS 8, Operating Segments is applicable for annual periods beginning on or after January 1, 2009. We have early
adopted this standard as at April 1, 2007. IFRS 8 replaces IAS 14, Segment Reporting. The new standara requires
‘management approach’, under which segment information is presented on the same basis as that used for internal
reporting provided to the chief operating decision maker. The application of this standard did not result in any change
in the number of reptable segments. Allocation of goodwill was not required under Previous GAAP and hence
goodwill has been allocated in accordance to the requirements of this Standard.

1 IFRS 3 (Revised), Business Combinations, as amended, is applicable for annual peiimuaden or after July 1,
2009. We have early adopted this standard as at April 1, 2009. Business Combinations consummated after April 1,
2009 will be impacted by this standard. IFRS 3 (Revised) primarily requires the acquisliited costs to be
recaynized 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 IAS 39. Consideration, after this amendment, will include fair values
of all interests previasly held by the acquirer. Reeasurement of such interests to fair value would be carried out
through net profit in the statement of comprehensive income. Contingent consideration is required to be recognized at
fair value even if not deemed probable afyment at the date of acquisition.

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 assets afitiegabr at full fair
value. The first method will result in a marginal difference in the measurement of goodwill from the existing IFRS 3;
however the second approach will require recording goodwill on NCI as well as on the acquired controlling interest.
Upon consummating a business transaction in future we are likely to adopt the first method of measuring NCI.



1 1AS 27, as amended, is applicable for annual periods beginning on odwlfte, 2009. We have early adopted this
standard as at April 1, 2009. It requires a mandatory adoption of economic entity model which treats all providers of
equity capital as shareholders of the entity. Consequently, a partial disposal of interesbsidiry 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 NCl is treated as treasury transaction and accounted for in equity andispoaglafd
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 portion that has been 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 profit and reserves to the NCI even if this results in the NCI
having a deficit blance.

Recently adopted accounting pronouncements

1. IAS 1, Presentation of Financial Statements is applicable for annual periods beginning on or after January 1, 2009. We
have adopted this standard as at April 1, 2009. Consequent to the adoption afdhelstéle for cash flows has been
changed to 6Statement of cash fl owso. Further, we have i
6Statement of comprehensive incomebd.

2. IFRIC Interpretation 18, Transfers of Assets from Customefimes the treatment for property, plant and equipment
transferred by customers to companies or for cash received to be invested in property, plant and equipment that must be
used either to connect the customer to a network or to provide the customengathg access to a supply of goods or
services, or to do both.

The item of property, plant and equipment is to be initially recognised at fair value with a corresponding credit to
revenue. If an ongoing service is identified as a part of the agreerhenpetiod over which revenue shall be
recognised for that service would be determined by the terms of the agreement with the customer. If the period is not
clearly defined, then revenue should be recognized over a period no longer than the usefiiditeanisterred asset

used to provide the ongoing service. This interpretation is to be applied prospectively to transfers of assets from
customers received on or after July 1, 2009. We have adopted this interpretation prospectively for all asse¢sitransferr
after July 1, 2009. There has been no material impact on the company as a result of the adoption of this interpretation.

Critical Accounting Policies

We consider the policies discussed below to be critical to an understanding of our financial sasrtiegit application places

the most significant demands on management's judgment, with financial reporting results relying on estimates aboubthe effect
matters that are inherently uncertain. Specific risks for these critical accounting policiegsaried in the following
paragraphs. For all of these policies, future events may not develop exactly as forecasted and the best estimateslynay routine
require adjustment.

Estimates

We prepare financial statements in conformity with IFRS, which requis to make estimates, judgments and assumptions.
These estimates, judgements and assumptions affect the application of accounting policies and the reported amouatslof assets
liabilities, the disclosures of contingent assets and liabilities at tteeadahe financial statements and reported amounts of
revenues and expenses during the period. Application of accounting policies which require critical accounting estimates
involving complex and subjective judgments and the use of assumptions in tldidaded financial statements have been
disclosed below. However, accounting estimates could change from period to period and actual results could differ from those
estimates. Appropriate changes in estimates are made as and when we become aware ah di@ugestances surrounding

the estimates. Changes in estimates are reflected in our financial statements in the period in which changes are matier and, if

ial, their effects are disclosed in the notes to the consolidated financial statements.

a. Rewenue recognition

We use the percentagé-completion method in accounting for fixgdice contracts. Use of the percentageompletion

method requires us to estimate the efforts expended to date as a proportion of the total efforts to be expetsdexpdifttad

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 in which such losses become
probable based on the expected contract estimates at the reporting date.



b. Income taxes

Our two major tax jurisdictions are India and the U.S., though we also file tax returns in other foreign jurisdictioficar8igni
judgments are involved in determinirthe provision for income taxes, including expectation on tax position which are
sustainable on a more likely than not basis.

Revenue Recognition

We derive our revenues primarily from software development and related services, business process maeagesseand
the licensing of software products. Arrangements with customers for software development and related services and business
process management services are either on afiiied, fixedtimeframe or on a timandmaterial basis.

We recognize e@venue on tim@andmaterial contracts as the related services are performed. 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 thpercentag®f-completion method. 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 inghaod in which such losses become probable based on the current contract estimates.
Costs and earnings in excess of billings have been classified as unbilled revenue while billings in excess of costsgand earni
have been classified as unearned revenue.

At the end of every reporting period, we evaluate each project for estimated revenue and estimated efforts. Any revisions or
updates to existing estimates are made wherever required by obtaining approvals from officers having the requisite authority.
Management regularly reviews and evaluates the status of each contract in progress to estimate the profit or loss. A&s part of th
review, detailed actual efforts and a realistic estimate of efforts to complete all phases of the project is compaeeddaith th

of the original estimate and the total contract price. To date, we have not had arnyrifieedixedtimeframe contracts that

resulted in a material loss. We evaluate change orders according to their characteristics and the circumstancesey which t
occur. If such change orders are considered by the parties to be a normal element within the original scope of theocontract,
change in the contract price is made. Otherwise, the adjustment to the contract price may be routin ely negotiated. Contract
revenue and costs are adjusted to reflect change orders approved by the client and us, regarding both scope and price. Change
are reflected in revenue recognition only after the change order has been approved by both parties. The same primciple is als
followed for escalation clauses.

In arrangements for software development and related services and maintenance services, the company has applied the guidance
in IAS 18, Revenue, by applying the revenue recognition criteria for each separately identidiaipenent of a single
transaction. The arrangements generally meet the criteria for considering software development and related servicedyas separa
identifiable components. For allocating the consideration, the company has measured the revenus of essge separable
component of a transaction at its fair value, in accordance with principles given in IAS 18. The price that is regudadyfchar

an item when sold separately is the best evidence of its fair value. In cases where the comphleytis establish objective and

reliable evidence of fair value for the software development and related services, the company has used a residual method to
allocate the arrangement consideration. In these cases the balance consideration after alldatingathes of undelivered
components of a transaction has been allocated to the delivered components for which specific fair values do not exist.

License fee revenues have been recognized when the general revenue recognition criteria given irel Agtl@aangements

to deliver software products generally have three elements: license, implementation and Annual Technical Services (ATS). We
have applied the principles given in IAS 18 to account for revenues from these multiple element arrangejeetite &ty
reliable evidence of fair value has been established for ATS. Objective and reliable evidence of fair value is the geite char
when the element is sold separately. When other services are provided in conjunction with the licensing arrangement
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 residualeamounts
recognized as revenue for delivered elements. In the absence of objective and reliable evidence of fair value for itigrie menta
the entire arrangement fee for license and implementation is recognized as the implementation is performed. Reecéane from
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.

We account for volume discounts apdcing incentives to customers by reducing the amount of discount from the amount of
revenue recognized at the time of sale. In some arrangements, the level of discount varies with increases in theviawveés of re
transactions. The discounts are passedo the customer either as direct payments or as a reduction of payments due from the
customer. Further, we recognize discount obligations as a reduction of revenue based on the ratable allocation ofttke discoun
each of the underlying revenue trargats that result in progress by the customer toward earning the discount. We recognize the



liability based on an estimate of the customer's future purchases. If it is probable that the criteria for the disoottenitiet,

or if the amount thereof oaot be estimated reliably, then discount is not recognized until the payment is probable and the
amount can be estimated reliably. We recognize changes in the estimated amount of obligations for discounts usinge cumulativ
catchup adjustment. We presergvenues net of sales and vahdded taxes in our consolidated statement of comprehensive
income.

Income Tax

Our income tax expense comprises current and deferred income tax and is recognized in statement of comprehensive income
except to the extent thi 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 awthgrities, u

the tax rates ahtax 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 liabilitiesamyribei
amountsin 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 taxablegsddit thiel

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

Deferred income tax assets and liabilities are measured usingtéaxarad 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 iateéaxon 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 that futurdetaorabt 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 outside India where it is expected that nirgggasf the foreign 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 ¢btmate of
annual average tax rate expected to be applicable for the full fisaal Tieea benefits of deductions earned on exercise of
employee share options in excess of compensation charged to income are credited to share premium.

Business Combinations, Goodwill and Intangible Assets

Business combinations have been accounted using the purchase method under the provisions of IFRS 3(Revised), Business
Combinations. Cash and amounts of consideration that are determinable at the date of acquisition are included in dieéermining
cost of he acquired business. The cost of an acquisition is measured at the fair value of the assets given, equity instruments
issued or liabilities incurred or assumed at the dates of exchange. Identifiable assets acquired and liabilities amd continge
liabilities assumed in a business combination are measured initially at their fair value on the date of acquisition.

Goodwill represents the cost of business acquisition in excess of our interest in the net fair value of identifiablela#iets,

and contigent liabilities of the acquiree. When the excess is negative, we recognize the same immediately in the statement of
comprehensive income. Goodwill arising on the acquisition of acoatrolling interest in a subsidiary represents the excess of

the cost 6the additional investment over the fair value of the net assets acquired at the acquisition date and is measured at cost
less accumulated impairment losses.

Intangible assets are stated at cost less accumulated amortization and impairments. Theytiaeel aver their respective
individual estimated useful lives on a straifihe basis, 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 effeotolescence, demand, competition, and

other economic factors (such as the stability of the industry, and known technological advances), and the level of maintenanc
expenditures required to obtain the expected future cash flows from the asset.

We expenseesearch costs as and when the same are incurred. Software product development costs are expensed as incurred
unless technical and commercial feasibility of the project is demonstrated, future economic benefits are probable, e have th
intention and abity to complete and use or sell the software and the costs can be measured reliably. Research and development
costs and software development costs incurred under contractual arrangements with customers are accounted as cost of sales.

Item 4. Controls and Procedures

As of the end of the period covered by this Quarterly Report, our management, with the participation of our Chief Executive
Officer and Chief Financial Officer, has carried out an evaluation of the effectiveness of our disclosure controlsednceproc
The term Adisclosure controls and proceduresodo means ncontrol

S



required to be disclosed in the reports we file or submit under the Securities Exchange Act of 1934, as amenddddjs recor
processed, summarized and reported, within the time periods specified in the rules and forms of the Securities and Exchange
Commission. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed by us in our reports that we file or submit under the Exchange Act is accumulated and
communicated to management, including our Chief Executive Officer and Chief Financial Officer, as appropri ate to ajlow timel
decisionsregarding our required disclosure. In designing and evaluating our disclosure controls and procedures, management
recognizes that any controls and procedures, no matter how well conceived and operated, can only provide reasonable assurance
that the objedtes of the disclosure controls and procedures are met.

Based on their evaluation as of the end of the period covered by this Quarterly Report, our Chief Executive Officer and Chief
Financial Officer have concluded that our disclosure controls and presedare effective to provide reasonable assurance that

the information required to be disclosed in filings and submissions under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified by the SEC's rules and, fand that material information related to us and our
consolidated subsidiaries is accumulated and communicated to management, including the Chief Executive Officer and Chief
Financial Officer, as appropriate to allow timely decisions about requireldslise.

There has been no change in our internal control over financial reporting that occurred during the period covered by this
Quarterly Report that has materially affected, or is reasonably likely to materially affect, our internal control oval financ
reporting.

Part Il - Other Information
Item 1. Legal Proceedings

The company is subject to legal proceedings and claims, which have arisen in the ordinary course of its business. Thescompany
management does not reasonably expect that legal aatibas, ultimately concluded and determined, will have a material and
adverse effect on the results of operations or the financial position of the company.

Iltem 1A. Risk factors
Risk Factors

This Quarterly Report contains forwal@bking statements that involve risks and uncertainties. Our actual results could differ
materially from those anticipated in these forwhroking statements as a result of certain factors, including those senftith
following risk factors and elsewhere in this Quarterly Report.

Risks Related to Our Company and Our Industry

Our revenues and expenses are difficult to predict and can vary significantly from period to period, which could cause our
share price to dcline.

Our revenues and profitability have grown rapidly in recent years until the onset of the global economic slowdown ird2008, an
are likely to vary significantly in the future from period to period. Therefore, we believe that-pepedod compasons of our

results of operations are not necessarily meaningful and should not be relied upon as an indication of our future peltftsmance
possible that in the future some of our results of operations may be below the expectations of markearahaystnvestors,

which could cause the share price of our equity shares and our ADSs to decline significantly.

Factors which affect the fluctuation of our operating results include:

the size, timing and profitability of significant projects, includiagye outsourcing deals;
changes in our pricing policies or the pricing policies of our competitors;

economic fluctuations that affect the strength of the economy of the United States, Europe or any of the other markets
in which we operate;

foreign curency fluctuations and our hedging activities that are intended to address such fluctuations;
the proportion of services that we perform at our development centers or at our client sites;

the effect of wage pressures, seasonal hiring patterns, attatidrthe time required to train and productively utilize
new employees, particularly information technology, or IT professionals;
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utilization of billable employees;

the size and timing of facilities expansion and resulting depreciation and amortizati®n co

varying expenditures and lead times in connection with responding to, and submission of proposals for large client
engagements including on account of changing due diligence requirements;

unanticipated cancellations, contract terminations, deferrals of projects or delays in purchases, including those resulting
from our clients reorganizing their operations, mergers or acquisitions involving our clients and changes in
management;

the inabilty of our clients and potential clients to forecast their business and IT needs, and the resulting impact on our
business;

unanticipated cancellations, contract terminations, deferrals of projects or delays in purchases resulting from our clients'
efforts to comply with regulatory requirements;

the proportion of our customer contracts that are on a-fixe#t, fixedtimeframe basis compared with time and
material contracts; and

unanticipated variations in the duration, size and scope of our projscigllaas in the corporate decisioraking

process of our client base.
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A significant part of our total operating expenses, particularly expenses related to personnel and facilities, arelfiaaddrof

any particular period. As a result, unanticipatadations in the number and timing of our projects or employee utilization rates,
or the accuracy of our estimates of the resources required to complete ongoing projects, may cause significant vatations in
operating results in any particular period.

There are also a number of factors, other than our performance, that are not within our control that could cause flnctuations
operating results from period to period. These include:

9 the duration of tax holidays or tax exemptions and the avatiabfliother incentives from the Government of India;

9 changes in regulations and taxation in India or the other countries in which we conduct business;

9 currency fluctuations, particularly when the rupee appreciates in value against ttwlddSthe Unied Kingdom
Pound Sterling, the Euro or the Australian dollar, since the majority of our revenues are in these currencies and a
significant part of our costs are in rupeasd

9 other general economic and political factors, including, the economic corsditidche United States, Europe or any
other geographies in which we operate.

In addition, the availability of visas for working in the United States may vary substantially from quarter to quarteforVisas
working in the United States may be availableinty one quarter, but not another, or there may be differences in the number of
visas available from one quarter to another. As such, the variable availability of visas may require us to incur signiicantl
visarelated expenses in certain quaristen compared to others. For example, we incurred $15 million in costs for visas in the
three months ended June 30, 2008, compared to $5 million in the three months ended June 30, 2009.

Such fluctuations may affect our operating margins and profitabilicgrtain quarters during a fiscal year.
We may not be able to sustain our previous profit margins or levels of profitability.

Our profitability could be affected by pricing pressures on our services, volatility of the exchange rates between tie rupee,
dollar and other currencies in which we generate revenues or incur expenses, and increased wage pressures in In@éia and at oth
locations where we maintain operations.

Since fiscal 2003, we have incurred substantially higher selling and marketing expesnae have invested to increase brand
awareness among target clients and promote client loyalty and repeat business among existing clients. We may incur increased
selling and marketing expenses in the future, which could result in declining profjtdhil&ddition, while our Global Delivery

Model allows us to manage costs efficiently, if the proportion of our services delivered at client sites increases, wdenay no

able to keep our operating costs as low in the future, which would also have eseadyEact on our profit margins.

The appreciation of the rupee against the U.S. dollar adversely impacted our revenues and operating results for 2968 2007,
and the six months ended September 30, 2009. During the 2009 fiscal year, the U.Sppi@t@ataed substantially relative to

the rupee. The exchange rate for one dollar as published by the Foreign Exchange Dealers' Association of India waasRs. 50.72
of March 31, 2009, as against Rs. 40.02 as of March 31, 2008. Although the dollar apgpragahst the rupee during fiscal

2009, we still experienced losses during such period related to foreign currency fluctuations as a result of our hetigisng acti



As such, exchange rate fluctuations and our hedging activities have in the past, amdtieafuture, adversely impact our
operating results.

Increased selling and marketing expenses, and other operating expenses in the future, as well as fluctuations indaogign curr
exchange rates including, in particular, the appreciation of the agmest foreign currencies or the appreciation of the dollar
against other foreign currencies, could materially and adversely affect our profit margins and results of operatiors in futur
periods.

The economic environment, pricing pressure and decreasditization rates could negatively impact our revenues and
operating results.

Spending on technology products and services in most parts of the world has been rising for the past few years. Hawever, ther
was a decline in the growth rate of global IT pasés in the latter half of 2008 due to the global economic slowdown. This
downward trend has continued into 2009, with global IT purchases declining due to the challenging global economic
environment. For example, in September 2009, the Forrester U.SGlahdl IT Market Outlook: Q3 2009, by Andrew H.

Bartels, forecast that purchases of IT goods and services by global businesses and governments would decline by 11.4% in 2009
The reduction in IT spending on account of the global economic slowdown haiwelggatpacted our revenues for the three

months and six months ended September 30, 2009 and this slowdown, or any further diminution in IT spending, may continue to
adversely impact our business and results of operations in future periods.

Reduced IT spating in response to the challenging economic environment has also led to increased pricing pressure from our
clients, which has adversely impacted our billing rates. For instance, during the three months ended September 3@u2009, for
technology professnals engaged in services other than business process management services, our onsite and offshore billing
rates decreased by 4.0% and 7.9% when compared to the three months ended September 30, 2008.

In addition to seeking reduced billing rates, many of dients have also been seeking extensions in credit terms from the
standard terms that we provide, including pursuing credit from us for periods of up to 60 days or more. Such extended credit
terms may reduce our revenues, or result in the delay ak#lization of revenues, and may adversely affect our cash flows.
Additionally, extended credit terms also increase our exposure to custpewfic credit risks. Reductions in IT spending and
extended credit terms arising from or related to the glolmai@uic slowdown, and any resulting pricing pressures, reduction in
billing rates or increased credit risk may adversely impact our revenues, gross profits, operating margins and results of
operations.

Further, reduced or delayed IT spending has also alyerspacted our utilization rates for technology professionals. For
instance, for the three months ended September 30, 2009, our utilization rate for technology professionals, includingdsainee
approximately 66.5% as compared to 70.7% during theetimonths ended September 30, 2008. This decrease in employee
utilization rates has adversely affected our profitability for the three months ended September 30, 2009, and anyreateer dec
in employee utilization rates in the future, whether on accoluréduced or delayed IT spending, particularly if accompanied by
pricing pressure, may adversely impact our profits.

In addition to the business challenges and margin pressure resulting from the global economic slowdown and the response of ou
clients tosuch slowdown, there is also a growing trend among consumers of IT services towards consolidation of technology
service providers in order to improve efficiency and reduce costs. Our success in the competitive bidding process for new
consolidation projestor in retaining existing projects is dependent on our ability to fulfill client expectations relating to staffing,
efficient offshoring of services, absorption of transition costs, deferment of billing and more stringent service leValkir®ur

to meet a client's expectations in such consolidation projects may adversely impact our business, revenues and operating margins.
In addition, even if we are successful in winning the mandates for such consolidation projects, we may experience significant
pressire on our operating margins as a result of the competitive bidding process.

Moreover, our ability to maintain or increase pricing is restricted as clients often expect that as we do more busthess, with
they will receive volume discounts or specialkjog incentives. In addition, existing and new customers are also increasingly
using thirdparty consultants with broad market knowledge to assist them in negotiating contractual terms. Any inability to
maintain or increase pricing on this account mag aldversely impact our revenues, gross profits, operating margins and results
of operations.

Our revenues are highly dependent on clients primarily located in the United States and Europe, as well as on clients
concentrated in certairindustries, and an economic slowdown or other factors that affect the economic health of the United
States, Europe or these industries may affect our business.



In the six months ended September 30, 2009, fiscal 2009 and fiscal 2008, approximately 852%8ocartd 62.0% of our

revenues were derived from projects in North America. In the same periods, approximately 23.9%, 26.4% and 28.1% of our
revenues were derived from projects in Europe. The recent crisis in the financial and credit markets in tigtdtesteBurope

and Asia has led to a global economic slowdown, with the economies of the United States and Europe showing significant signs
of weakness. In September 2009, the Forrester U.S. and Global IT Market Outlook: Q3 2009, by Andrew H. Baraéés] indi

that U.S. business and government purchases of IT goods and services would decrease by 9.3% in 2009, as against a projected
decline of 5.1% forecast for the same period in the Forrester U.S. and Global IT Market Outlook: Q2 2009, by Andrew H.
Bartels published in June 2009. If the United States or European economy weakens further, our clients may reduce or postpone
their technolog y spending significantly, which may in turn lower the demand for our services and negatively affect wes reven

and prottability.

In the six months ended September 30, 2009, fiscal 2009 and fiscal 2008, we derived approximately 33.3%, 33.9% and 35.8% of
our revenues from the financial services induskhe crisis in the financial and credit markets in the United Statedeld to a
significant change in the financial services industry in the United States in the past year, with the United States federal
government being forced to take over or provide financial support to leading financial institutions and with |leadimgeimy

banks going bankrupt or being forced to sell themselves in distressed circumstances. The subprime mortgage crisis and the
resultant turbulence in the financial services sector may result in the reduction, postponement or consolidation ofidiTogpendi

our clients, contract terminations, deferrals of projects or delays in purchases, especially in the financial servicésysector
reduction, postponement or consolidation in IT spending may lower the demand for our services or imp act the précearihat

obtain for our services and consequently, adversely affect our revenues and profitability.

Further, the United States economy is currently experiencing a recession, accompanied by a significant reduction in consumer
spending. The subprime mortgagesis and recession in the United States economy could have a material adverse impact on our
revenues, particularly from businesses in the financial services industry and other industries that are particularlg volaerab
slowdown in consumer spendirin the six months ended September 30, 2009, fiscal 2009 and fiscal 2008, we derived
approximately 33.3%, 33.9% and 35.8% of our revenues from the financial services industry, 16.5%, 18.1% and 21.6% of our
revenues from clients in the telecommunicatiomhistry and about 13.7%, 12.5% and 11.8% of our revenues from clients in the
retail industry, which industries are especially vulnerable to a slowdown in the U.S. economy. Any slowdown in the U.S.
economy or in the industry segments from which we genegaues could have a negative effect on our business and results o

f operations.

Currency fluctuations may affect the results or our operations or the value of our ADSs.

Our functional currency is the Indian rupee although we transact a major portar bfisiness in several currencies and
accordingly face foreign currency exposure through our sales in the United States and elsewhere, and purchases from overseas
suppliers in various foreign currencies. Generally, we generate the majority of our eewerfoeign currencies, such as the

U.S. dollar or the United Kingdom Pound Sterling, and incur the majority of our expenses in Indian rupees. Recentlyt as a res
of the global economic slowdown and the increased volatility in foreign exchange cumariasts, there has been increased
demand from our clients that all risks associated with foreign exchange fluctuations be borne by us. Also, historically, we h
held a substantial majority of our cash funds in rupees. Accordingly, changes in exchasgeagythave a material adverse

effect on our revenues, other income, cost of services sold, gross margin and net income, and may have a negativeumpact on
business, operating results and financial condition. The exchange rate between the rupesgandufoencies, including the

U.S. dollar, the United Kingdom Pound Sterling, the Euro and the Australian dollar, has changed substantially in reaedt years
may fluctuate substantially in the future, and this fluctuation in currencies had a matdred\eamse effect on our operating

results in the six months ended September 30, 2009, fiscal 2009 and 2008. We expect that a majority of our revenues will
continue to be generated in foreign currencies, including the U.S. dollar, the United Kingdom Rwolingl, $1¢ Euro and the
Australian dollar, for the foreseeable future and that a significant portion of our expenses, including personnel ks as w
capital and operating expenditures, will continue to be denominated in Indian rupees. Consdfeeaetylts of our operations

are adversely affected as the rupee appreciates against the dollar and other foreign currencies.

We use derivative financial instruments such as foreign exchange forward and option contracts to mitigate the risk af changes
foreign exchange rates on accounts receivable and forecast cash flows denominated in certain foreign currencies. As of
September 30, 2009, we had outstanding forward contracts of $370 million, Euro 4 million and United Kingdom Pound Sterling
5 million and option contracts of $273 million, Euro 6 million and United Kingdom Pound Sterling 6 million. We may not
purchase derivative instruments adequate to insulate ourselves from foreign currency exchange risks, and over the/gast year,
have incurred signifant losses as a result of exchange rate fluctuations that have not been offset in full by our hedging strategy.

Additionally, our hedging activities have also contributed to increased losses in recent times given the recent védaglgy in
currencymarkets. For example, in fiscal 2009, we incurred losses of $165 million in our forward and option contracts. These
losses offset by gains of $71 million as a result of foreign exchange translations during the same period, resulteldss aftota



$94million related to foreign currency transactions, which had a significant and adverse effect on our profit margin and results
operations. If foreign exchange currency markets continue to be volatile, such fluctuations in foreign currency exchange rate
could materially and adversely affect our profit margins and results of operations in future periods. Also, the volgadity in
foreign currency markets may make it difficult to hedge our foreign currency exposures effectively.

Further, the policies ohe Reserve Bank of India may change from time to time which may limit our ability to hedge our foreign
currency exposures adequately. In addition, a-keghl committee appointed by the Reserve Bank of India had recommended
that India move to increasedpital account convertibility over the next few years, and proposed a framework for such increased
convertibility. Full or increased capital account convertibility, if introduced, could result in increased volatilityflircthations

of exchange rates tweeen the rupee and foreign currencies.

During the six months ended September 30, 2009, we derived 27.2% of our revenues in currencies other than the U.S. dollar
including 9.9%, 7.5% and 5.5% of our revenues in United Kingdom Pound Sterling, Euro araligustollars, respectively.

During the six months ended September 30, 2009, a majority of the currencies have depreciated significantly against the U.S.
dollar, with the United Kingdom Pound Sterling, Euro and Australian dollar depreciating by 11.9%,a8d%6.1%
respectively, when compared to the six months ended September 30, 2008. These cross currency fluctuations adversely impacted
our reported revenues for the six months ended September 30, 2009, and may adversely impact our reported revgrues in fut
periods.

Fluctuations in the exchange rate between the rupee and the U.S. dollar will also affect the dollar conversion by Dekitsche Ba
Trust Company Americas, the Depositary with respect to our ADSs, of any cash dividends paid in rupees on Steezglity
represented by the ADSs. In addition, these fluctuations will affect the dollar equivalent of the rupee price of equity share

Indian stock exchanges and, as a result, the prices of our ADSs in the United States, as well as the doflénesploeeeds a

holder would receive upon the sale in India of any equity shares withdrawn from the Depositary under the Depositary Agreement
Holders may not be able to convert rupee proceeds into dollars or any other currency, and there is no guémamtge at

which any such conversion will occur, if at all.

Any inability to manage our growth could disrupt our business and reduce our profitability.

We have grown significantly in recent periods. Between M&ichi2005 and MarcB1, 2009 our tolaemployees grew from
approximately 36,800 to approximately 104,900. As of September 30, 2009, we had approximately 105,500 employees. In
addition, in the last five years we have undertaken and continue to undertake major expansions of our exiséagasaailél|

as the construction of new facilities. We expect our growth to place significant demands on our management and ottger resource
Our growth will require us to continuously develop and improve our operational, financial and other internéd, dootfnan

India and elsewhere. In addition, continued growth increases the challenges involved in:

recruiting, training and retaining sufficient skilled technical, marketing and management personnel;
adhering to and further improving our high qualitglgmrocess execution standards;

preserving our culture, values and entrepreneurial environment;

successfully expanding the range of services offered to our clients;

developing and improving our internal administrative infrastructure, particularly owndi@, operational,
communications and other internal systeam

maintaining high levels of client satisfaction.
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Our growth strategy also relies on the expansion of our operations to other parts of the world, including Europe, Adstralia a
other par$ of Asia. In October 2003, we established Infosys China and in January 2004, we acquired Infosys Australia to expand
our operations in those countries. In April 2004, we formed Infosys Consulting to focus on consulting services in the United
States. In adition, we have embarked on an expansion of our business in China, and have expended significant resources in this
expansion. During fiscal 200@e established a wholly owned subsidiary and opened a development center in Mexico. Also,
during fiscal 2008as part of an outsourcing agreement with a client,
owned subsidiary, Infosys BPO, acquired from Koninklijke Philips Electronics N.V., certain shared services centers in India,
Poland and Thailanthat were engaged in the provision of finance, accounting and procurement support services to Philips'
operations worldwide. The costs involved in entering and establishing ourselves in new markets, and expanding such operations
may be higher than expect and we may face significant competition in these regions. Our inability to manage our expansion
and related growth in these regions may have an adverse effect on our business, results of operations and financial condition

We may face difficulties in pviding endto-end business solutions for our clients, which could lead to clients discontinuing
their work with us, which in turn could harm our business.
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