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Good afternoon Ladies and Gentlemen, | am Vinod the
moderator for this conference.  Wedcome to the JP Morgan
Infosys 2" quarter Eamnings Cal. For the duration of
presentation dl participant’s line will be in ligen only mode. |
will be danding by for the question and answer sesson. |
would like to hand over to Mr. Sandegp Dhingra  Thank you
and over to Mr. Dhingra

Good afternoon.  This is Sandegp Dhingra from JP Morgan in
Bombay. On behdf of JP Morgan | wdcome you dl to the
Infosys Conference Cdl. We have the management of Infosys
lead by Mr. Narayana Murthy with us to tak to us about the
Quarter, which has been an impressve performance in difficult
times Without much further ado | hand over to the Infosys
menagement.

Thank you very much Sendesp. Welcome to dl the people on
this conference cdl. My name is Narayana Murthy, | am the
Chairman and Chief Executive Officer of the company. | have
with me Mr. Nanden Nilekani, the Presdet and Managing
Director and other Directors.  All the directors are here. What
we will do is firg | will tak for a minute or 0 and then | will
pass on to Mr. Nandan Nilekani to give an overview of the
operations and then he will pass on the baton to Mr. Mohandas
Pa to give an overview of the financid performance.

Firg of dl, | am very hgopy tha Infoscions have shown ther
had work, commitment, and thar smatness in peforming
reasonably well under these trying circumstances. The fact that
we have grown 52% in revenue as wel as in the bottom line
over the prior quater and the fact that we have grown by
45.7% in top line and 30% - 30.88% in the bottom line over the
same quarter last year, is very heatening. And of course there
are other detals which Nandan and others will give you. We
ae ads hgppy that even in these trying circumstances these
things have been achieved. We have added about 607 people
net. And during the quater we have had 28 new cusomers
who have joined us induding some greet names. And dso, we
declared a very hedthy interm dividend of 150%. So, ovedl it
has been a comfortable quarter and | am quite happy about it.

Now, le me requet my colleegue Mr. Nilekani to go ahead
and talk about the operationd detalls.
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This quarter we have earned a record post tax net profit of
Rs. 2016 crores under Indian GAAP and $41.3 million under
US GAAP, which is highet ever for any quarter, which is
comforteble scenario.  Mr. Murthy dso mentioned that we
added 28 new dients, last quarter we added 26, s0 this quarter
we have actudly done better in teems of new dient additions
And thexe ae dl vay wdl known maure names like DGZ
DekaBank, ING group, Naiond Hedth Sevice JIDS
Uniphase, Vivendi, Lear, Royd Bank of Canada and so0 forth.
So | think the qudity of dient acquistion dso this quarter is of
a veay high order. We have badcdly added about 833 gross
new employees for the quater including 92 laed hires, the
net additions as Mr. Murthy mentioned is about 607. We have
sad that for the yer we expect to add about around 1500
people on agross bass.

The other important issues are that we have given the guidance
for the year — we have sad for Q3 the guidance that we have
given is between $134-137 million in net revenues and eaning
per ADS of 30-31 cents. And we have reiterated out guidance
for the year between $535-545 million with earnings per share
of between $1.24-1.27. We have reterated our guidance, a the
same time we have sad that if there is a busness impact due to
the extraordinary dgtuation aisng out of tenson in
Afghanigan, we would, in such an event, come proactively
back to the investors and other stake holders and upgrade them
on ay such maerid event. But a this point we reterate our
revenue and earnings guidance for the year and for the quarter.

Mohan can you go into the numbers?

Thank you Nandan. You had these figures with you for some
time. | want to make three points. One, we have taken severd
cost control measures and they seem to be paying off now, they
have dways paid up in the past too. SG&A expenses are down
sequentidly by about 25%. Our depreciaion is up this quarter
because of cgpitdization in the prior years — now the rate of
capitdization has come down, s0 therefore you see an income
going up by 61%. PAT from ordinary activities has gone up
by 6.1%. Our tax provison has gone up in the sscond quarter
to 33 crores, it is gone up higher than the growth rate in the
revenues on a sequentid bass because of the taxes pad
primarily oversses. The second point | want to make is about
the margins, in the second quater we have seen our gross
profit come down dightly to 5279% from 53.38%, because
software development expense is dightly up because of various
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reesons. SG&A is down, but operating profit is up a 39.83%
as agang 39.27%. Other income is a 2.25% but is down on a
compadive bads compaed to the firds hdf of lag year,
therefore, last year firg haf we have seen other income at
4.3%, its comedown to 2.3% in the firg hdf of this year as
adso down this quater. PAT for ordinary ectivities either 31%,
0 margins look very good. Now in terms of liquidity, we have
added on 84 crores, the cash that we have the highest in our
record, we spent about 129 crores in capitd expenditure.  Our
AR is a 50 days, and recaivables due more than 91 days is just
0.7%. So, in terms of cod contral, in terms of margins, and in
terms of liquidity we have done a farly good job. Thank you
Nandan.

Now we will be happy to answer any of your quesions please
go ahead.

Farida you could please dat the quedion answer sesson for
the Singgpore participants.

Thank you. The Q&A sesson is open now. Please press ‘*0
or ‘#0 to pos your question and you will be placed in queue
Thank you. Sandeep | have Anantha with aquestion.

Yegh Hi, this is Anantha Narayan from Morgan Sanley. | had
two questions. The first one was on the comment that you had
made ealier tha 11 new cdlients were added post September
11, could you jugt run us through the decison meking process
that is going on right now? Is it imperdive for dients who
actudly cometo India, see your fadilities before they Sgn on.

My colleague Phaneesh will answer that question.

Hi. | think, we did see both things hgppening, that is dients
who were scheduled to come to India who cancded vidts but
clients dso sgned on. If you look a the way Infosys acquired
its dients a lot of the dient acquistion is proactive dlient
acquigtion, which means you end up competing with the US
companies, the conaulting companies and 0 on.  So, therefore
what hgppened is that those are not the dients for whom globa
deivery modd is useful as a way of differentiation ard how
you will ddiver better vaue, faser and so on. But they do not
want to come and vist your dte. The guys who want to come
and vist your dtes are the big, large offshore initiatives who
have thought of offshore initiatives themsdves who will come
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here and vidt 8 companies 4 companies, or 2 companies or
what ever it is  So, while there was a little bit of the dday
obvioudy, you know you do not want to be intrusve on your
clients when something so mgor hgppens. o, | think we had
backed off, but we were actudly quite heartened and surprised
by the redlience of American busness, they actudly came
back and they wanted to get on with the busness 9, that was

good news from our perspective.

Thank you. | have Mr. Anil Tewai from Goldman Sachs who
has a question.

| had a couple of quedions surrounding your hilling rates,
pricing rates and dynamics.

Y es, please go ahead.

Yeah, | undegand you are actudly going to increase your
billing raes or perhgps your rate will be negotiated <audio
blackout> how you are ale to do this in an area that | think
most of us were expecting you to have pricing pressure?

Okay, the firg thing is | would request and urge you not to read
too much into quaterly fluctugions on the billing rates. |
mean, it depends on the compostion of busness it depends on
when fixed price ddiverables hgppen, and you know it depends
on a lot of factors depends on the mix of the busness that we
have got from different customers, etc. Now, on the matter of
pricing pressures, | think there is no doubt about the fact that
there is a far amount of surplus cgpacity floating around, there
iS no doubt about the fact that people are willing to do what
ever it takes to get the busnessright now.

| think and we anticipate thet that will continue for some time,
we actudly think that that will continue, what ever, until ether
the economy improves or there is S0 much of a shake out that
cgpadity is roughly back in line with the demand. Now, you
mentioned that you had predicted that we would probably
come down on hilling rates.  Wdl, | am only happy that may
be we were dile to prove your predictions wrong, but other
than that, you know | think dl | want to say tha pricing
pressures will continue and | think don't reed too much into
quarterly fluctuations of such indgnificant amounts.
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Jug to followup on that point that you were meking, in terms
of the new guidance tha you have bascdly rateraed here
what sort of pricing and volume assumptions are you throwing
into this?

| did not get the lat pat of the quedtion, it was what sort of
pricing assumptions, is that what you sad?

Yech, what sort of pricing fluctuation in this environment,
when you sad pricing is difficult, are going into new guidance
or your reteated guidance for the full yer and the next
quarter.

Oh actudly 1 think you know if you look & many of the deds
they ae hugdy compditive If you look &, you know the
reeson why | am saying that there is a pricing pressure
environment is if you look lagt year, las yer our revenue
productivity went up by 30%. This year it has barely gone up,
gc. So, | think these are the reasons why there is pricing
pressure. | think, what we have going for us right now is that
we have a pretty good brand. So, | mean, people believe that
we ae a rik averse patner to move towards and right now
thereisalittle bit of a premium for that.

Okay, but in the sense that you have come up with the
guidance, is it based on a move to revenue pipdine tha you
have visble is it based on catan pridng ad volume
parameters that you foresee? | am trying to get something
tangible to put behind these numbers that you have there.

Yesh, our revenue numbers are based on our normad modd. |
mean, you know we look a the economic conditions we look
a the environment, we look & which of our cusomer is going
through difficult times, what kind of feedback that we have got
from these customes, and 0 on. Remember, going into a
Quarter it is very unlikdy that you will get huge amounts of
revenues from compleidy unknown names, because our sdes
cydes are 6 to 9 months.  So, presumably mogt of this busness
is from people you ae dready in touch with. o,
consquently, 1 mean, we think that this is a reasonable
representation at the current time based on our conversation
with these customers, and based on the projects that we have
on hand.
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You know, we have factored dl these parameters in ariving a
our reiterated estimates for Q3 aswell asfor the year.

Okay, | have a few more, but let me just pass it on for now to
others. Thank you.

Thank you, Mr. Charman Sr. | have <Blackout>from Hong
Kong.

Fra of dl | think it is a vay cedible and commendable
performance given the difficult conditions you have hed, but |
think more importantly going forward | would gppreciae if
you could give us a fed to the busness conditions you ae
anticipating, in paticular where you see, for example, in your
cudomer segments that do you anticipate any problems in
terms of winning new businesses, where you would focus your
efforts on, in terms of cugtomer wins, in which ssgments And
ds, | would like to get a fed of your cgpex, | have a feding
that your cgpex expenditure is a quite a high levd. | would
like to know how much further you intend to be spending
cgpex on your infredructure deveopment going forward.
Because, dealy you have a busnes that is vey cash
generdive but you ae dso plowing in quite a bit back into
your busness. Can you get me a better fed of where your
cgpex spend going forward is looking into be like and dso in
terms of your business going forward in the next two quarters.
How you intend to be safe from the chdlenges in terms of the
environmenta changes with your customers?

We will order that quedtion in reverse order. We will gart off
the capex expenditure plans and what we ae planning to do
and then | will come back to the cusomer behavior question
that you addressed earlier.

We had spent about $45 million in the firg hdf of this year.
We sad we ae going to spend about $30 million, and we ds0
made a daement tha we will optimize our capitd expenditure
plans such tha our cash outflovs ae minimized while
retaning the ability to quickly ramp up. It bascdly means that
we review our capitd expenditure plans every other month to
meke sure tha we do not spend too much ahead of
requirement, a the same time, we need to build in flexibility.
Y es, Phaneesh.
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On the dient dde | think you look a broady what's
happening, the increeses are coming from financid sarvices
from  manufecturing, both  hitech and  conventiond
manufacturing, and from TELCO savices  These if you
remember, have been reasonably strong segments for Infosys
even in the past. Now, in teems of TELCO, the increases are
coming because of the cariers or the sarvice providers who
have to inves in technology to be ale to reduce ther cods,
who have to inves in consulting dollars to be adle to reduce
from, maybe 27 billing sysems to 11 bhilling sysgems for
example, which is the recent project that we did, or to be e
to put in automaed provisoning systems or to be adle to put
in auto management systems.

These are dl things which have the potentid to reduce $50 to
$100 million per year or in the case of the hilling sydems it
was actudly $220 million saving per year bassd on some of
tha work that we did. So, they have to continue invesing in
the conaulting dollars to be ale to reduce the large chunks of
cods on the opeaions dde  In the banking and insurance
sector, our prime drengths have dways been in the life and
retal banking. | think that in the lagt couple of quarters, we
sad that we have moved the emphass into that line  So, if yu
look a dient additions like Royd Bank and diversfied banks
like ING, ec, who ae doing reasonably well, the bulk of the
wak is on the non-asset management dde or the non-
brokerage or invetment banking Sde s tha segment
continues to be ressonably srong. Then, the hi-tech
manufacturing, | think, had got pretty much devedated and this
is a kind of a draegic option that they have go through, they
do not have many choices that they have to figure out modds
by which they can run ther operaions much more efficiently,
and Infosysis probably one such modd.

Okay, thank you very much.

Thank you Mr. Charman Sr. | have Mr. Anantha again from
Morgan Stanley who has a question.

Phaneesh, you darified my question on cusomer behavior post
September 11™" by segregating them into 2 categories, the ones
you goproach proactivdy and the others who come to India
look a 2 or 4 vendors. Jud to daify on that, on the second
caegory, ae they dill vigting India or is it a complete stop out
there?
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We actudly have had hardly any visits post September 11"
The good news of course is, but | do not know if you wart it to
cal good news, they are asking dl of us to travel, because they
do not wart to trave, s0 the decison-making & least has not
completdly stopped. However, in a sense the fact that they did
not want to come to India | think we ended up going to many
of our cusomers We have to go the extra mile to do the
busness awyway, rightt So, | think the decson-meking is
continuing, may be dbat a litle bit dower. We do not yet
have any firm indicaions whether the India vist is a
mandatory part of their decison process or not. It may look
like it was just the medting of the management, and tha is
actudly one of the reasons | think why if dl of you had access
to NRN Murthy's cdender, or Nandan's cdendar, they have al
been made to earn their per diem, let's put it that way. Now, in
the future, | think the vidts are darting agan, o now tha
things have kind of dabilized. We 4ill do not know the impect

of the immediate last 2 days of events, but we have scheduled
vidts on the cards.

Right. My lagt quedion was in terms of the dividend pay out.

Your dvidend has incressed tremendoudy from last year, as
far as the interim is concarned.  Is this the trend that we should
expect to see for the full year too?

We have our dividend policy as follows We can spend up to
20% of the net prdit in a given year on the totd dividend, but
gengdly, we have kept it between 10 and 12-13%, because
though we have sad we can go up to 20%, we fdt it is a nice
thing to limit up to 12-13% or s0. So, | would say tha basd
on how things move in the next 2 quaters cartanly | think we
will look & what should be the find dividend percentage, but |
would say that the pagt is an indication you are looking at thet
range.

S0, you are looking at the 20% range or the 12-13% range?

No, remember, | sad in the past, we have aways been between
10.5% and 13%, o | think mogt likdly that's the kind of range
that we would like to be in, dthough nothing is definite, but
that's the range. If you want to look a the data, then probably
thet’ s the range that you want to look at.

Right, thank you.
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Thank you Mr. Charman. | have Naveen Mittd from UK who
has a question.

Hi, congratulations on your result. The fird quegion | have is
for the new dients ae you tageting nonEnglish gpesking
arees d0 and does it pose ay mgor problems for Infosys and
how do you overcome thess? The second is, what ae your
initiatives in Europe and in the UK? Are customers here are as
eager to dgn on and outsource development of software as they
aeinthe US?

We have not added any new non-English spesking countries in
the lagt few months. What we have done, however, is that we
have expanded our presence and we have acquired dients in
these areas. For example Gemany is dating to look redly
good. We have acquired a couple of more cusomers in Japan
and 0 on, but these were dl planned activities for which we
had the supply chan geared, s0 | don't think from tha
perspective, it came as a surprise or we jut moved into a
completly new country or whatever it is. In terms of the
propengty for outsourcing, | think Europe is dating to look
more and more interesting. | don't know if we can draw any
trends yet, but certainly we have seen a far amount of activity
and Europe is definitely garting to look more interesting.

Jugt a followup quedtion, that even the aress which you ae
targeting which are non-English spesking, do you have mgor
problems or you are adle to get by those, you get better prices
there?

Nothing subdantidly different from othes  This is something
that we had planned for, these markets, Germany, France, etc.,
Japan, dl markets that we had planned for quite some time, o |
don't know if there is any appreciadle difference in behavior
that we have been able to discern from the limited data that we
have.

Thank you.

Thank you Mr. Charman. Kamekshi Rao from Jgpan has a
question Sir.

Hi, Kamakshi how are you?
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Fine, thank you. How ae you? Congraulaions on your
results in these difficult times. | have a quedion on pricing.
Could you comment on the source of the pricing pressure, the
extent to which its cusomer driven versus competitor driven?

| think it is reasonable to say in the last quarter that it has been
both. When | say both, earlier it was dl, the previous quarter
was probably al because competitors were just going and
quoting whatever they wanted and that was redly the source,
because if you can get a premium, a premium of a dightly
lower figure is ill less than what we would have liked. Now,
| think it is far to say tha even a couple of cusomers who are
doing badly need some rdief from dl ther suppliers, and we
are one of the suppliers, so | think we are seeing that. We ae
addressing it in multiple different ways. Badcdly, what they
are looking for is a totd cod reduction, so tota cost reductions
can be achieved in multiple different ways rather than just a
unit rate reduction, and | think we are working with some of
those innovative modds

Is there any difference between exiding clients and new dients
in the expectations of cost reduction?

Cod reduction for the IT work or totd reduction from
operations because of the investments and technology?

Whatever you think is rdevant in your negotiations, O when
you speek with the exiding dients versus new dients, what
would be the differences in the negotiation process and a the
pricing determination process?

| am jud trying to figure out how to frame the answer. | think
broadly the new dlients are Sgning agreements in a very down
markets, 0 | think from that perspective, my own feding is
that new dients are expecting much larger cost reductions, now
this is totd cogt reductions, including the cogt of operations and
Suff like that, so | would say broadly that the new dients |
think are expecting more right now.

Okay, thank you. The last pat of the question is when you
bresk out the totd codt reduction between a price component
and other ways you can offer that. Could you give us some
color on what are the types of dterndatives that you can offer to
have the dlient achieve a non-priced reaed cost reduction?



INfOSyS

Phaneesh:

Kamakshi:

Moderator:

ujit:

Phaneesh;

Infosys Technologies Limited
Earning Conference Call — October 10, 2001, 2:00 pm IST

The invesment in these technology operations effectively, o0
we will give you cog reductions in the operdions dde right.
For example, if somebody spends a few million dollars with us
and because of that, the example that | gave, they are able to
come down from 27 bhilling sydems to 11 hilling sysems
therefore save $220 million a year, | meen that's a cogt of
operdions reduction. For example, if provisoning a new
cusomer or if sarvidng new account in a bark cods you X
dollars and because of a few million dollars that they pay you
that changes dramdicdly. Those ae the kinds of cogs of
operationsthat | am talking about.

Okay, thank you.

Thank you. Before | introduce the next participant. | have an
announcement to make. Before the quedtion, those who have
oesker phone, can you use the handset, due to the line darity.

Thank you. | have Sujit Sehgd from UBS Warburg who has a
question.

Good st of results. | have a few questions. | noted in your
numbers that the European geography sequentidly waes flat.
Secondly, the top 5 and top 10 customers sequentidly actudly
declined in dollar revenue. Thirdly, the srong verticas, which
showed growth were insurance and trangportation and logigtics
Now, can you just comment on wha you are expecting from
Europe and top 5 and top 10 plus the environment, what does it
do to the drengths in insurance and transportation? It is
sugtanable on going forward?

The top 5 and top 10 cusomers have moved within a narrower
band over the last 2 or 3 quaters. Now, the reason why it is a
little difficult to comment and exactly what it will end up in the
next quarter and the quarter after that is, actualy we have seen
in the lagt few quarters, actudly churn in the top 5 and top 10
cusomers dso, in the sense that, some cusomers were not in
the top 5, made it to the top 5, some customers were not in the
top 10, made it and vice vasa  This is dependent on the
initiives that they invest in and the initiatives that they spend
more money in, and it could aso depend because the tdecom
equipment menufecturers  dill reman among our top 10
cusomers. It could depend on what happens in the next couple
of quarters with them too. So, it is a little difficult to give that
prediction exactly.
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| think in any case our de-risking methodology sy that we
should not depend too much on one cudomer, however, top 5
cusomers varying between 25% and 30% and top 10 between
whatever 40% and 50%, | think these will hgppen from quarter
to quarter based on various factors, 0 we do not see that as any
rik a dl.

Coming to the European thing, what are you seeing there,
because if you see lag 3 quarters, sequentid European growth
has gone from 14% to 5% to 0%. So, you seeing some drength
there, while we actudly hearing companies like TMG, Logica
actudly gtarting to do layoffs now?

| think again as we have been emphaszing agan and again, we
need to look a a longer term trend than just a quarter to
quarter, and on the regionwise revenue for the last 12 months,
as compared to the previous 12 months before that, North
American has reduced from 76.1% of revenue to 72.1%, and
every other region has increased, for example Europe has gone
up from 16.3% to 19.5%, India has gone up by 1.3% to 1.9%,
and rest of the world has gone up from 6.3% to 6.5%, 0 if you
take an LTM bads you will find there is a trend where the
North American revenue has come down and every other

region has gone up.

Then what &bout the insurance and trangportation sectors
showing strength in this quarter? What are you expecting?

If your quedtion is, how risky is insurance and trangportation, if
that it is the question which...?

Bascdly, it is because we saw the 2 veticds have been
<audio blackout> worry there, snce you have actudly well in
those verticds, ae our worries misplaced or there are dill
concerns?

In the insurance indudry, the bulk of the work that we do in the
insurance indudry is in the insurance brokerage and in the life
insurance industry, and both of these are reasonably stable.  So,
these are not much a risk. In the trangportation, we actudly
have a farly diversfied portfolio and trangportation, because
we are doing work with road cariers, we are doing work with
ral cariers, and we ae doing ar — sndl and big shipments, 0
there is no doubt in my mind a least that the ar suff might be
down a little, | do not know whether it will be dgnificant to
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you or not, but if the economy comes down, some of these
things will probably come down. However, these ae dl very
indirect consequences.  Theoreticdly, if the economy goes very
much more south, dl segments will be hit. We ae not doing
any work in the arlines itsdf gspedificadly, which is the ones
which have been the most devastated with what has hgppened
recently.

The lag question | had was, | noted tha you added 28
cudomers, the net cusomer addition was around 16. Can you
give us a flavor of these 12 cusomers wha kind of means,
which verticd do they bdong to, the ones who are backing out
or completing their projects with you?

| think you are right. Last quarter, we grew from 273 b 277
totd customers, even though we added 26 cusomers, so the net
accretions was only 4 because there are a lot of customers, our
relaionships did wind up. This quarter, though we have added
28 cugomers, the number of cusomers has gone up from 277
to 293, s0 there have been 16 new customers, and as you see
from our lig, they indude people in the financid services like
ING Group in Holland, the Lear and Vigeon both of which are
automdive component menufecturers, it includes the Royd
Bank of Canada, which is the largest bank in Canada, which is
in commercid banking area and severd other dients of tha
naure, DS Uniphase, Vivendi Water Sysems which is the
world's largest water company, a pat of Vivendi Environment,
and we dso have DGZ DekaBank, which is the largest
invesment bank in  Germany. S, you can se tha,
quditaively there ae 28 cusomes dl of them ae from
mainling, large indudries in finandd savices, automotive, and
others.

Sujit, | think the difference is explained by the fact that most of
the dropouts are the dartups and smdler customers with whom
we were doing busness earlier. | think that is the thing. What
we redly ae saying is tha, for example the cusomers that
Phaneesh has added in the lagt quater, | don't think there is
any datup there, am | right Phaneesh. There is no dartup
there, out of 28, and these are agan wdl-known customers,
dable cusomers, eic. So, the dropouts are generdly because
of the startups and earlier quarter perhaps dotcoms.

Thanks
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Thank you. Gentle reminder. To pose your question can you
please spesk directly into the handset, because we are having
some line darity problems. Thank you. | have Mr. Bhavin
Sheh with aquestion Sir.

| gpologize if some of these have been asked, because | joined
the cdl laer. This is Bhavin from CSFB. Mr. Murthy, | think
actudly just about a month ago, September 10", you asked me
to will till this day to see if there is any change in guidance.
We were obvioudy thinking of maybe potentid increese
Would it be far to say tha in absence of recent events, would
you have rased the guidance in other words difference we see
here is primarily the impact on your busness and | have some
other questions?

Bhavin, as dways you come out with a zinger. Wadl, let us put
it this way. Right a the beginning of the year, we sad, we
edimate to grow a 30%, we sad $530-545 million and $ 1.24-
1.27 per ADS. Now, even m September 10" when | met you
and made the presentation, | said, look this is what, it looks like
we will be in a podtion to meat the edimates tha we have
mede.
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Now, in some sense if September 11™ event had not happened,
unless we saw ay maerid data to say, that there will be
materid difference in terms, 0 you would not have made any
esimate, but | would say what | said on September 10" would
catanly hold good, that is we will live by wha we had sad,
we will meet our estimates, and | do not think we saw any grest
data in the second week of September to say that the economy
will improve dramaticaly.

Agan, you have increesed the guidance for the rupee
edimaes, or Indian GAAP numbers is there any currency-
related reason or any accounting resson that we should be
looking a while keeping the same guiddine for the US dollars?

Bhavin, no, except that edimaes for the Indian GAAP, we
have taken the rupee a Rs. 47.85, which is what it was at the
end of September.

Okay, | see. And, Mr. Pa, the tax rate seems to be going up
for the lagt 2 quaters, may be if you can explain the reasons
behind that and where it will sort of plateau out?

Yes | think the tax rates should plaeau out. The angle of
indine is coming down, and it is bascdly because of increase
in taxes oversess, increase in taxes in vaious new countries
where business has ramped up.

Okay. A find quedion | have is, in US it is dealy a reduced
shortage of <kills as evident from surveys recently. How do
you see that affecting the longterm growth prospects for the
Indian software industry and your busness in paticula? And
that ismy last question, thanks.

If you wat me to comment on the long-teem, | am fairly
optimigic about the long-term, because we have had a 9-year
bull run in the economy in the US. Yes, we have had a bugt of
probably a year or 0, and who knows it may continue for
another year, but even then, the economy has to go up, right.
Generdly, it is 7 and 1 year, 7 years of great this thing and then
1 year of bust or whatever it is So, in the long term, | think
there will be demand for Indian ills, the US will be short of
IT ills and | think in the end, the Indian software industry
will definitdy grow pretty wdl, if you look a the long-term

prospects.
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Hi Bhavin, this is Phaneesh. Just to add to that, | do bdieve
actudly very frankly and this is my assessment tha regardless
of kill shortage or otherwise, | do bdieve that most companies
will end up doing dgnificant amount of thar work with India
going forward. So, the long-term prospects, actudly | think are
looking very interesting, and there are few reasons why | say
thet. If you look a wha is hegppening in down economies,
companies have moved aggressvely to try and get new
patnes added on who can do work in this globd ddivery
modd. We have sSgned deds even after September 111" where
busnesses were farly keen to get back to busness and stuff
likethat. So, | actudly, bdieve long term isfarly postive,

Bhavin, my view is tha, a this point of time, companies which
have finanda drength, companies which will survive in this
period, whether it is going to 2 quaters, 4 quarters, 6 quarters,
8 quarters who knows, those guys will have great future, but on
the other hand, in the Indian software indudry itsdf, there are
some companies which you know better than | do, which have
aready gone into some trouble. If they are not able to make or
gengate internd profits if they are going to loses if they
can't get finencd support, they may not exis to take
advantage of the good opportunity that will come, once the
current Stuation is over.  That is where we a Infosys, we
bdieve that we have to have a little bit of money in the bank.

Today, we are doing well, this quarter we have done wdl, next
quarter we say we will do, dl thet is fine but who knows 9
months from now, there may be something serious So, | think
there is nothing like having a little bit of money in the bank and
making sure that even in the worg of circumdances we will
aurvive those days | think thet is the criticd need of the day,
0 those companies which are financid srong, | think there
will be there to make this Indian software industry much
gronger. Wdll, are there any more questions.

Yes Mr. Bambani from JP Morgan, Singapore, has a quedtion,
Sr.

My question was ae you Seeing aly Concerns among your
cusomers when you taked to them recently on security, either
in tems of thar rethinking aout outsourcing or in paticular
rethinking about outsourcing to India as a result of wha

happened on September 11112
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We have actudly been able to poll a lot of our customers after
September 11™".  Now, broadly spesking, | think there is no
additiond country risk tha dl our cusomers ae seeing or
feding right now. So, | don't think they percave India right
now to be in the thick of it or to be in the middle of dl this
duff. So, India is not perceved to have higher country risk.
However, notwithstanding that, | would say that | think we
have made our stand and our risk profile very clear to dl these
clients. The fact that we are 1500 miles away a least from any
scene of action, the fact that we have multiple centers and dl of
that stuff, | think we have explained.

So, | would say that the Infosys risk has actudly probably, |
would adso add that a coude of our clients are in fact taking to
us about how to split ther data centers across 2 locations with
one of them beng ours in India Just because they don't want
to run the risk of having everything in one location anymore,
not because they got affected by it, but just because they do not
want to do it, in case anything e is hgppening, 0 | actudly
don't think that the country risk or the Infosys risk has gone up
in anyway.

That's interesting.  Are you thinking more in terms of seting
up a center outsde India because of this?

Wdl, we dready have this center in Canada and we have
expanded capacity in some sense there We have ds0
expanded cgpacity in our Boston center, and UK dso we have
the center, so we dready have thee few centerss We have
other centers in the US dso, as you probably know, but these
are the three centers where we have expanded capacity, in case
we need to move people there, but | don't know if we have any
plan specificaly right now to setup any more new centers.

Thank you. My lag quedtion is, when you maket to new
cudomers, what is the potentid cost saving that you tel them
they will get by outsourcing to Indiaon atota project bess?

Okay, that's a little difficult to answver. Unless | know ther
cog dructure, | don't know what is the cost savings that they
will get. Cog dructures vary quite dramaicaly from New
Yok to Mid-Wes to Cdifornia  Also, the pitch is not on
reduction of that cost dructure.  The pitch is on reduction of
the larger cost dructure, which is the operationd cost which is
exigs in any company, 0 in a sense, the idea is to gpend more
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money on technology, but reduce operationd cost and maeke
the processes more efficient.

Okay, thank you.

Thank you Sr. | have Mr. Bhaskar from Alliance Capitd who
has a question.

Helo, this is Samir Arora  Congratulaions Sir, on your fine
reults and for dlencing dl the critics My quedion is not
relaed to busness but reaed to the current issue of FlI
ownership, what is the current government policy, in terms of
how much Flls can own and do you intend to raise?

The policy till now was that you could hold up to 49% in a
company that passed a rexlution in the boad and the
shareholders meeting. They pass the resolution. Our holding
now is about 34%. The government recently announced that
they will dlow FI hoding to go up to the limit on foregn
invesment.  So, technicdly, if you go by tha datement in the
press, the limit on holding in Infosys could be up to 100%.
That's our reading right now, but we are yet to see the circular,
the natification to get into the nitty-gritties.

You know Mr. Pa, tha Levers has dready done tha, o |
assume that you ae planing to do tha in the next four
mesetings, which means, does it meen that the circular must be
outor..?

Lever has done that up to 49%. That's what the press reports
say. We ae dready a 49%. We are a 49%. Our limit &
49%. The key thing is whether we should increase it to | think
100%, and as a company, we have adways taken the sand that
dl invesors ae free to buy sock in the company in the
markets.

Absolutdly, go, go, go. Thank you very much Sir.

Wdl, ay othe quedions, othewise we have another 5
minutes or .

Thank you Sir. Irene Y ao has a question.

Thank you very much. Would the trend for you customers or
clients to be a little bit more on a cog reduction focus? Has
there been any changes or any indications that customers



INfOSyS

Phaneesh:

Irene

K. Dinesh:

Irene

Phaneesh:

Irene

Moderator;
Ajay:

Phaneesh;

Infosys Technologies Limited
Earning Conference Call — October 10, 2001, 2:00 pm IST

would want to go for more for a fixedprice type contract, or
even a cost saving sharing basis type contract?

No gppreciable difference in the fixed-price contracting and we
have not entered any agreements which are on shared codts as
of now.

In tems of the employee net additions it is actudly
sgnificantly higher than expectation, can you tdl us, | gues a
bit of color as to where these people are targeted for, is that
actudly because of skillssetsor isit adefensve sort of .....?

Actudly, if you look a the additions tha we had, the net
additions have been 587 in this quarter, out of that about 42
people are laterd, sO we are targeting them. We are targeting
them in the new sarvices tha we are likdy to offer, as well as
in the exiging sarvices and of course, lot of them are coming
from the campuses.

Can you daify the comment that was made earlier that Europe
was looking interesting? Is this generdly more of an interest to
outsource or are you winning business of exiding European IT
service providers?

| think it is looking interesting for us, in the sense tha we ae
seeing many companies that we would have under norma
crcumdances rated as more consarvdive or more traditiond
willing to experiment with these modds like offshore, which in
some sense in Europe is dill new and may be not cutting edge,
but cetanly a litle newer, you know people tend to be little
less open to those, 0 tha's wha | meant by interedting,
because it is dmog like it is counter intuitive, the kind of
companies who are looking a doing thiswork with us.

Right. All right, thank you.

Thank you Charman, before | hand over to Vinod, my last
guesion from Singagpore will be from Ajay Shama City
Group.

Congratulations on excdlent results | jus wanted to know,
pot September 11" did you guys experience any mgor
cancelaions or ddays from existing accounts?

We have had a couple of minor projects cancded, not materid
a dl. Intems of ddays yes | do think that there were few
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days which were logt because many cusomers did not have
access to fadilities, infrastructure and 0 on, 0 | think there

were afew days which were los.

Right. Secondly, on your pricing, | bdieve you guys will be
soon sort of negotiating some of your annua contracts.  Can
you expect ay sort of mgor pricing pressure on those re-
negotiaionsor ..?

There is no anniversary that these contracts hgppen only in
October or November or January or whatever it is  Our
contracts are typicdly anniversaried on the date of sgning the
contract, S0 it is actudly a continuous process throughout the
year, 0 it is not like dl 200 or 250 contracts come up for
renewd in November or December.

Whatever is sort of coming up for re-negotiation a this stage,
are you seeing any sort of mgor pressure on those or its pretty
normal?

| actudly would like to say that there is no difference between
contracts which are coming up for renegotiations nor our
contracts which may not come up for renegotiaion now
technicdly, in the sense, if a dient wants a price reduction, he
wants a price reduction. | don't think he is going to wait for
the contract and vdidity or whatever it is but there is pricing
pressure in the market. It is suffice to say that, | sad ealier,
there is a lot of surplus capacity, so there is pricing pressure in
the market, and it is difficult to draw any inferences right now.

Okay, thanks alot.

Thank you. Tha ends the Q&A sesson from Singapore. Over
to you Vinod.

Thank you very much Farida We will now begin the Q&A
interactive session for paticipants connected to the India
bridge. Paticipants who wish to ask quedions, please press “*
7’ on your touch tone enabled telephone keypad. To withdraw
your quedion, pleee pres “# 7 On pressing “* 7
participants will get a chance to present the quedtion on a firg-
inline basis. To ask aquestion, please press“* 7’ now.

Frg in line we have Mr. Aniruddha Dange from CLSA,
Mumba.



INfOSyS

N. R. Narayana Murthy:

Dange:

N. R. Narayana Murthy:

Nandan:
Dange:

Kris Gopa akrishnan:

Infosys Technologies Limited
Earning Conference Call — October 10, 2001, 2:00 pm IST

Hi, Aniruddha

Hello Sr, congraiulations for an excdlent peformance. The
question |1 had was on the busness modd. | would appreciae
if you could give us some view of your long-term business
modd tha we are going through. Badcdly, spedficdly on, is
it now required for you to, for example, take over the assets of
the compary to provide end-to-end solutions or is it some kind
of a baance sheet support required or is expected from clients
in order for you to win new contracts, or do you see that
development going forward?

Our busness modd is essentially bassd on the following
paangers, one long-teem rddionships second endto-end
olutions, third leverage in the power of globd ddivery modd,
and fourth enhancing doman competencies | think these
things will continue  The only thing thet is happening right
now is, because of the extraordinary competition in the market
place, we have to prove that we are that much smarter; that
much smarter in providing better busness solutions in  better
qudity, in reducing time, that's the only thing. In other words,
| don't see any mgor change in business modd. Nandan....

| don't think there is any such change, and as we have sad and
we will keep repedting it, if there is a change in our busness
mode, that mekes a maerid impact on the way we do
busness. We will let you know as soon as that happens.

Secondly, could you tak a litle more on the new initidive,
what has hgppened in the last 3 months Snce we had spoken on
the andyst meat time, any devdopments or any dients in that
areatha you have dready won?

| cannot tak about any new dient because they are redly not
ggnificant enough to discuss those things Wha we are doing
now is identifying people who both from the sdes and the
odivey d9de who will do the conceptudization, sarvice
definition, identify the maket d9ze and things like that, how
much invesment we need to make in terms of time, effort, ec,,
eic and trying to figure out this completdy. We ae redly
looking a this 2-3 yeas horizon and kind of huldng a
scenario where Infosys would be a that point, what kind of
sarvices we would require, and how do we progress towards
tha. What dl projections we have given today is based on our
current set of services and opportunities we see today, quarter
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on quater, and thee ae long tem initigives ggnificant
revenue and maeid differences will be made to the bottom
ling, to the top line over the, probably, the next 2-3 years.

Thank you.

Thank you very much Sr. Our next question comes from Mr.
Ashis of Credit Suisse, Mumbal.

Helo Sr, Ashis here, congratulaions for the whole team on
the excdlent results  Sir, usudly till aout 2 to 3 quarters back,
we used to have 60% vishility on the coming 4 quarters, does
that hold currently?

You know, the fact that we have stood up and sad that we
reiterate our estimates for Q3 a $134-137 million and between
835845 million for 4, | would it is some indication of the
fact that we have some leve of vishility, the adequete leve of
vishility to say that.

Actudly, | did not meen to say that, 0 we cdealy bdieve that
you indeed have. It was perhaps an attempt in an indirect way
to ak you what you ae looking a for financid year March
2003.

| think we will look a that going foowad. We ae in the
process of andyzing the entire information tha we have and
doing the planning for the next year, in fact the other issue is
that some of the incidents like the Afghanisan issue, which has
just happened in the last couple of days. So we need to look a
the long-term impact of tha. So, | think overdl we will be
able to give you a better guidance on that perhaps for the next
quarter results.

Jug to add to thet, typicdly October, November, December is
redly the planing and budgeting cyde for our dients So, we
do tend to get better views dfter tha under the happy
assumption thet our dients have any view into thar future and
any certainty into ther future.

Phaneesh, | have two quedions for you. You know, a dient,
Canada based tdecom equipment player, there is a lot of tak
that they are withdrawing from India and they happen to be one
of our customers too. Is that correct, they are redudng
engagement and will become sort of zero in some time?
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| have heard the same rumors about the same Canada based
tdecom player, but we in the recent past have not had any
impact from our Sde in fact | had a fev medtings with the
number of their senior executives very recently and | think the
work that we have done has added far amount of vaue to
them. Not withgtanding that, we don’'t know what can happen
tomorrow, but we have adso head the rumors that other
companies have dready been dfected, but we have been very
secificdly told that we ae not going to be impacted right
now. But we don't know how long that’s going to lagt.

Once again come back to the fact that we believe that the red
money will lie with the end users who provide such products
and savices which the common man on the dreet will have to
use whether the economy is doing well, is doing extreordinarily
wel or not doing very well. And that is why we have dways
focussad on banking, insurance, retal, didribution, eic. On the
other hand, if we were to have dependent upon esoteric
technology development for technology companies | would be
worried a this point in time, because that is not the priority of
the people.  So, | think | buttress Phanees's statement that this
company which has taken a proactive, ddiberate decison not
to depend too much on technology companies, | bdieve that
we should not have too much of concern.

Sure Sr. One jugt last question Phaneesh, when you polled
cusomers, could you tdl us one if the RF/RFP attivity live
you know if that the levd it was prior to September 11, and
some color on customers who are worried about India |1 mean,
we did our smdl survey itsdf, which | had emaled to you, but
something on negative Sde | would like to hear.

Okay couple of things, | think the RFI/RFP process is coming
back. | think there is one initigtive that we know specificdly
was put on hold in Europe for a few weeks, to andyze the
stuation as they caled it, immediately after September 11
They were due to make a decison by the end of September and
then they cdled us in the midde of the September, and they
sad tha we have put this initiative on hold for a few weeks
We don't have specific feedback on whether they consder
India as more risky or not. Now broadly, | think dmog dl the
cusomers tha | have spoken with have indicated that they
have not changed the country risk for India in ther mind.
However, we do know for a fact tha a lot of the CIOs have
been aked quedions from ther CEOs CFOs, COOs kind of
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profiles, on a quick assessment of whether the technology suff
isat risk or not.

So, from that perspective | have actudly been sending, you
know spending a lot of time in doing conference cdls with dl
of them explaning wha the de-risking process that we use and
why we think that they are de-risked. So, they are comfortable.
It looks like the executive team is ds0 getting comfortable, but
there were some concerns.  But | don't think they are there
right now. | think people have redized that India is kind of out
of this

Thank you so much Phaneesh, that’ s dl thank you.

Thank you very much Sr. Next in line we have Mr. Amit
Khurana of Birla SunLife

Hi this is Amit here from Birla SunLife Securities, Mumbai.
My quedion specificdly is for Phaneesh. | was jus wondering
on the kind of dient concentration trends that we have been
witnessing, one quarter we kind of witnessng a drong growth
from the exiding dients specidly the top 5 and top 10, while
the other quater we ae witnessng a kind of de-growth
happening on those accounts. | was just wondering what is the
kind of trend that | should draw from these trends out there.

Difficult to draw the trend. Because what has happened is
actudly the top 5, top 10 names have dso churned a little, in
the sense that someone who was in top 5 has come down to top
10, and some who were in the top 10 have gone up to the top 5,
and 0 on. o, this is redly going to be depending a little of
gending patens and the kind of intigives tha we ae
engaged in, 0 for example, if there is a rdiondization of a
large initiatives or something like that, then we could get hit
and while that customer impact may not be there much because
we ae a de-lig organization because top customer accounts
were veary little percentage and so on and s0 forth, what may
end up happening is that top 5 may come down to top 10 or
lower or whatever. 9, it is difficult for me to draw a trend for
you.

Jugt one thing, we undergdand tha andys from India were not
able to get on to this cdl till 3 o'dock and we were not avare
of this. We gpologize for any inconvenience caused. It could
be a technica reason. | don't redly know the reason, | think
Mr. Sandegp will have to tdl us as exactly what's happening,
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but we are anyway continuing with the cdl and we would like
to answer dl your quedions 0 that you get what you want.

Sandeep, can you explain what exactly heppened?

Mr. Murthy the way it has been hooked up, we have used one
bridge in Singgpore and one bridge in India ad we cannot
cregte a common queue for both. So, it had to go from one to
the other. So, the choice was ether you go firg India and then
Singgpore or the other way round. So, it's just that we chose to
go Singapore fird and back here again. If you have some more
time, | think there are about Six or seven people in the queue.

No we will answer dl the quedions, that is not the problem.
Only thing is it came to us as a shock that those people were
supposd to interact with us a 2 o'clock and they had to wait
up to 3 o'dock, they are dso very busy people that's where we
are somewhat concerned and our sincere gpologies, but it was
completely beyond our control, we couldn't do any thing about
it. That'sthe point | wanted to make.

It is just that, that's the way CyberBazaar, the whole system
works, S0 there is very little we could...we didn't know where
to sop people in between and...

Also, some of our management team has to leave because of
other commitments but some of us will be here to answer any
further questions.

Sure. Thank you.

So, wewill just go on to the next participant Sir?
Please.

Next in line we have Mr. Dhruv.

Yesh Hi, this is Rahul Dhruv from Solomon Smith Barney,
congratulaions on the srong results. | just wanted to, | think a
lot of my questions have been answered but, wanted to know a
littte bit more on the conaulting engagement that the company
has entered into with in the Government sector in the UK. If
you could throw a little bit more light on that, wha is the kind
of work thet you will be doing?
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It is in the hedth care scheme. It is for the Nationd Hedth
Sarvice. It is the largest hedth maintenance organization, part
of the UK Government.

What | wanted to know is that Snce you have mentioned, it's a
largest conaulting engagement you have taken, jus wanted to
know alittle bit more about it.

We sad it is the fird oconallting engagement in the
Government  sector. For us it is an opening into the
Government sector, as well as a conaulting assgnment.  That's
why we talked about it.

Sure. In terms of the new dlient that you have added, | mean, a
lot of good dients in the last quater. How many of these you
redly think can immediady scde up to a plus-million-dollar
accounts? | mean, out of the 28, or whatever the net of 16 or
18, how many can redly scale up very fag?

In teems of where they redly fdl in they are redly the large
enterprises with farly large IT budgets and things like that.
These ae not a sart up kind of companies. In terms of how
will they scde up, it redly depends on the kind of engagements
we are doing with them, and what is ther objective for entering
into the rddionship with Infosys. In some cases we ae
finding that they want to start the engagement but they are very
dow in xding it up, expeddly in this times  They want to
have an dternative, they want to have an engine when as part
of thar vendor portfolio, but they are not ready to scde up a
this point, because they themsdves do not know which projects
to support and which projects they don't want to support, and
things like that. Generdly, there is a dowdown in the ramp up
for new dlients and things like that. Which one will end up in
one million in the next one year etc. we have to see. Generdly,
there is adowdown in the ramp up.

Okay. <Audio blackout> and | redize tha you had around
8,600 man months of bench during this quarter, which is the
highest that you have ever had. It is higher than lagt year, last
quarter, as well as ever before. | just wanted to know why
would the company have added 600 and odd people even in
this environment, and what is the companies policy in terms of
rationdizing the labor force?

| think what we have done is mgority of these are people that
we had offered a campuses last year, and there were different
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batches that were suppose to join a different points of time in
May, June, July, Augus, September, ec. Now, thexe ae
people that had joined us in the month of June onwards
however, we sad, based on....that's why | sad we had about
833 people.  However, we sad that the other people who were
expected to join, we will now rephase ther joining based on
our requirement, based on the market Stuation. But we had to
take those people, and then people who have joined us, & his
point in time we fdt that they are dready on board, we should
not do anything that will not be far to them.

A ocouple of other points, you dso have to remember thet there
is a cetan cyde time between people joining, they ae going
to training, and being put into a project. So, obvioudy we have
to factor thet in, when we do recruitment. The other thing is
that when we ae looking a 30% growth, because of pricing
pressure, we expect a ggnificant part, or the entire pat of that
to come redly from the capacity utilization. That means we
will have to have 30% more man months ddivered. So, | think
dl these things will have to be factored. We have a defined
process through our operations review, man power planning,
and we take a look at dl this as wdl as future busnesses and
make these decisons.

Sure, thanks.  Jugt on the second pat of my question, what
would be the company’'s policy on raiondization of
employees? | mean, would the company actudly go for a
procedure where they would try to reduce the bottom 3 or
bottom 5% of the employees?

Wdl lg us put it this way that while the company a this point
in time, based on the mind st that we have, would not like to
resort to layoffs  We have dways been a company that has
looked a peformance based compensdtion, peformance based
promotion, and peaformance based continugtion in  the
company. We have higoricaly, whenever a person or a group
of persons have not performed, we have sat with them, we have
counsdled them, we have given them opportunity to perform,
and in spite of repeated opportunities T they did not come up to
the expectaions, we have in a very gentle and very far manner
had separations. | think, that will continue, there is no doubt at
dl. Tha is nothing to do with economy, | think, that is
bascdly a philosophy of the company, but we had to be very
far to these people, we had to give them the opportunities to
improve, and if we find that insoite of dl of that they have no
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mindset to improve, then obvioudy this is not the best place for
them.

| appreciate.  One last quedion on depreciation rates actudly
fdling, | mean deprecidion as a percentage of block actudly
fdling during the quarter, and tax rate going up depite the fact
that the ondte offshore ratio has not changed, can you just
explan thesetwo?

Yes. As far as depreciation goes, depreciation for a quarter
depends on the rate of cepitdization of technologies assets
going back 1824 months because technology assats ae
written off in 24 months and they have an impact. So, the
depreciation rates are fdling because technology assat addition
has come down, is directly linked to people growth. Now as
far as taxes go, we have seen the increese in the tax rate
bascdly because of the fact that tax ligbility oversees has
increesed, as ds0 there has been an dight increase in the
profitability compared to the previous period. And we are d0
paying taxes in severd new countries where the income is
postive. | just want to make a last point here about the bench,
you sad the bench is highet and things like that, | got some
datigics which is | think we normdly put in the web, bench
person months was 4269 in Q1 of fiscd 2002, its come down
to 4131. So, even though however smdl it is you know we
have not added to the bench person months this quarter.
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Sorry | may have got wrong figures in that case.  <Audio mix
up> ...aound 10 to 12 to around 14% and what | am trying to
sy over here is that there is no increese in offshore on-gte
mix. So, that means dther on-dte profitability has moved up
condderably or there has been a dgnificant change in the
geography or taxation policy of various geographies.

No, | think the on-gte profitability has gone up. And the
second is, a lot more countries where we are operating now, the
income has become podtive.  You mugt remember that when
we dat up in a country the initid expenses could be high,
when volumes built up they become profitable, and the lagt part
of the incrementd volumes will be subject to tax. That is
exactly what has happened in four countries, so we too made
thisandyss.

Okay. Thanksvery much.

In this context, let me make one important issue. Because of
the changes in the economy in the lagt two three quarters, some
of our customers have come back and told us, look it is very
difficult to give us ldters that there ae no layoffs in thar
company. With the result, you know origindly wha happens
is that they have to give a letter saying that they are not going
to layoff anybody for 6 months or so, because when utilizing a
svices of a company like Infosys, then we can go and give,
we need not comply with the exemption dause in the US. But
because the economy is not doing wdl, our customers sad,
look it is very very difficult, because we don't know whether
we ae going to fire or not. Some of them have dready lad
off, as you know from the data. So, we took a decision that we
will comply 100% with the US law. Because the cusomers are
not reedy to give letters saying hat they are not going to lay off
anybody for 6 months, then we decide to fully comply with the
sday leves that are required by the INS or whatever it is
That is the reeson why we have added about $1.9 million of
extra compensation this quarter.  So, this is an important factor
that | think you people have to remember tha though our
sday cods have gone up by a little bit, it is extremdy good
tha here is this company which is complying 100% with these.
And it is vay dfficult for any Indian compay to Smply go
and ask a cusomer for letters, saying that they will not lay off
in the next 6 months.  So, that point | wanted to bring out
because our sdary costs have gone up a little bit that is because
we have now got full insurance againg this particular issue.
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Bascdly, we had two choices for compliance. One was to get
a cusomer letter and have the exemption to pay $60,000, or the
second was to forgo the customer letter and pay everybody
$60,000 minimum.  We have gone with the second route, and
we believe tha's a much more safer route and we think that's
the way and our margins this quarter incorporates this cost of
making sure that we don't have to seek the exemption.

| think that is very important because in spite of that we have
got a dightly increesed operaing margin, | mean, 398 or
whetever it is ard now we have insulated oursdves from
possble risk of the cusomer saying, no we don't want to give
you letter, and then dl consequent lidbiliies.  This point in
time Mr. Nilekeni may will have to go for another medting, and
we did not know that we had to continue beyond 3 O'cdock, o,
may be we will just take one question, and then we will dose.

Sure Sr. Our next paticipant is Mr. Sukumar of (Kothari)
Pioneer, Chennai.

Good afternoon.  Seem to be lucky to get an opportunity. My
guedtion is regarding what would be your drategy regarding
recruitment for next year? Obvioudy, the capecity utilization
is pretty low a this point of time and the US economy dill
seems to be in a vary bad shgpe. So, would you curtal your
recruitment subgtantidly for thet, the utilization can improve?

Hi, this is Hema Ravichandar. | am respongble for Humen
Resources. We will be focussng heavily on laterd recruitment
in the year to come. We dso have gone into campuses and
done, you know because of the 15 month cycde, some sdective
campuses we have recruited the best and the brightest.  But the
focus will primarily be on laterd recruitments.

So, is it far to assume tha you wouldn't be doing any campus
recruitment next year?

We have dready visted few sdective campuses and recruited
SHectivdy. That cycdle has dready begun.

How many have you recruited though the campuses
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Approximately about 600 people, offers have been made. Of
course, there is dways a offer to join converson rato,
depending on the various campuses, depending on ther higher
dudies plans, etc, but we have made about 600 offer for the
campus 2002-2003.

Are there any people for whom the offers have been made so
far, are yet to join and have been told to join later, would be

joining in future?

If you look a the numbers we do have some of the offers that

are there, but mogt of it is for laterds only. And that goes on a
continuous basis

As we have shown, we have recruited about 700 odd people
from campuses this year. There are some people who we have
ofared ther joining based on owr busnes plans
goproximately this trandates to aout 800 joins We have re-
phased their joining based on our busness reguirements and
traning plans

In other words, 800 people are expected to join a laer dates
based on the busness parameters.  We have not yet specified
the date.

Wha about your cgpitd expenditure plans? Are there any
changes there, because the plan seems to be pretty aggressve
sengng the current rate of ...

Sukumar, if you look & our press note it says we have about
11,000 and odd seets and 10550 people. So, we are not much
ahead. We have spent $45 million and we sad we are going to
gend $30  million. We condatly revist our caoitd
expenditure program  to minimize cash outflows and dso
mantan our leverage in terms of scdability. So, we are very
cautious about capitd expenditure, we try to reduce as much as

possble
What is the far asumption to meke in tems of SG&A

expenses for next financid year. Would you be adle to curtall
it further?
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Mohandes Pai: | think the SG&A will move in a narow band like it hes
moved. We are right now a about 12.96% or s0. So, may be
13-14% will be very good in the long run.

Sukumar: Okay, thanks

Moderator: Thank you very much Sr.

N. R. NarayanaMurthy: ~ Wdl thank you very much. We have had a good time. Take
care. Bye.

Moderator: At this moment | would like to hand over the floor back to JP

Morgan, Mr. Sandegp Dhingra That concludes this conference
cdl. Thank you for your paticipation. You may now
disconnect your lines. Thank you and have anice day.




