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Moderator: Over to our conference leeder Mr. Anil Tewari of Goldman Sechs And | will be
standing by for the question and answer session. Thank you Sir, you may begin.

Anil Tewari: Hdlo everyone, wecome to the cdl. Thanks very much for joining us. | am Anil
Tewari a Goldman Sachs And we ae ddighted to have here with us today senior management
of Infosys namdy, of course Mr. Narayana Murthy, CEO; Mr. Nandan Nilekani, COO; and Mr.
Mohan Pa, CFO who will go through their prepared opening remarks, after which we get to kick
off the Q& A which will beinteractive. With that Mr. Murthy, please go aheed.

Narayana Murthy:  Thank you Anil, wecome to dl the participants on this conference cdl
aranged by Goldman Sachs As you've dready seen on the wire we have had a comfortable
quarter. We exceeded our own edimates of growth both in top line and bottom line. We had a
growth d 68.9% in the top ling in the bottom line we had a growth of 56.7% or 0. o, in tha
sense, we are dl very hgppy about this growth. And that we have performed better than what we
thought we would. However, as people who are in congant touch with the market place, people
who have received a lot of inputs and our own andlyss a this point in time, we do not see ay
need to revise our annud esimaes of 30% growth in top line and bottom line. We do se a
certain pricing pressure there in the market a the indudtry levd as a whole, as well as, in a few
caxs a the levd of the company. And what we ae doing here is one, we ae putting in a
tremendous effort in order to increase volumes as wdl as manage costs so that in the end we will
have the edimates fulfilled. At this point in time | would reques my colleague Mr. Nandan M.
Nilekani, the Presdent and the Chief Operating Officer of the company and the Managing
Director of the company to take over and give hisviews.

Nandan Nilekani: Thank you Mr. Murthy, some of the sgnificant highlights of the quarter
includes the facts that we acquired 26 new dients in this quarter; this includes wdl known names
like APL, in the logidics area, Burlington Northern and Santa Fe Ralway Corporation, BHF
Bak in Gemany, Airbus and Vdeo — an automotive equipment supplier.  Our Software
revenues for the quarter grew by 8.1% as compared to the previous quarter. The revenue growth
comprised a volume growth of 109% and a price dedine of 28%. The utilization induding
tranees was & 69.5% as compared to 64.9% in the previous quarter; and the number of million
dollar customers this quarter went up from 80 to 84 and we dso had repeat busness of 95.2%.

In terms of head count addition; we had a gross head count addition of 315 people and a net head
count addition of 116 people We adso have been expanding our sdles and marketing team. We
have gone up from 105 people to 122 people. In terms of our revenue from dot-com and venture
funded companies, it has now dropped to 5% of revenue as compared to 7% in the last quarter
and 17.2% in the same quarter in the last year. In terms of ebusiness revenue it has dropped to
23% from 258%. These ae the key highlights on the busness sde this quarter. | will now
request Mr. Mohandas Pai, CFO to give hisview on the financids.
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Mohandas Pai: Thank you Nandan, let me take you to the margin andyds. In this quarter we
have had software development services and products of 97.85% as agang 95.92% in the same
quarter last year. Other income was higher in the same quarter last year — 4.08%, it has come
down to 215% this quarter, because this quater we do not have any exchange vaidion.
Expenditure has been 59.43% this quarter as agangt 58.79% (in the) sane quarter lagt year.
PBIDT under Indian GAAP has been 40.57% as againg 41.21%. If you net off the impact of the
decline in other income, PBIDT on a compaative bass has been higher this quarter then the
same quarter last year. Depreciation has been higher a 5.67% of revenues. Tax has dso been
higher a 4.55% because of the fact that profitability overseas has been higher and weve had to
pay more tax. If you look a the baance sheet, cash and cash equivaents have gone up to Rs630
crores as agang Rs577 crores. We added about Rs52.8 crore to cash and cash equivdents this
quater. Cash flow continues to be vey good. Opening cash flows have increesed to
Rs. 206 crores as againg Rs.69 crores same quarter last year. We spent Rs. 55 crores on paying
dividends Capitd expenditure was Rs100 crores and despite dl this, we Hill increesed our cash
bdance by Rs52.77 crores Our debtors turnover has come down to something like 46 days.
This is a new record for Infosys. Cash and cash equivalents are a 39.5% of totd asssts We
increased the provison for bad and doubtful debt this quarter to 1.1% from about 1% for the
same quarter lagt year. Our dues more than 90 days from our customers are a 1.3% this quarter
as againg 5.8% same quarter last year.

If you look at the per capita revenues, | think, Nandan has spoken about that. There has been a
decline in the offshore per capita revenues because of the mix of busness And our bench has
not gone up in any dgnificant manner this quarter compared to the previous quarter. They are in
avery narow band. And the margin dso continuesto be in anarrow band. Thank you Nandan.

Narayana Murthy: At this point in time, we will be very hgppy to teke any quesions and we
will answer them.

Tewari: Gentlemen, if | may ask the fird question?
Moderator: Please go ahead Mr. Tewari.

Tewari: Yes Sir, fird of dl, congraiulations on the results especidly the top line You gave up
about 3% you mentioned in terms of your pricing. | wanted to ask just a three-part question.
You have increased your engagement dze — it seems like with your top 10 cugtomers. | wanted
to ask whether this pricing decline has been due more towards your exiding dient or in terms of
the new dlients you have won? And then (b) what sort of drategy in terms of pricing are you
going to employ going forward, in terms of what sort of guaranties will you get, and (c) what this
trandates into your vighility in terms of the types of guaranties or agreements you have secured
in exchange for the lower pricing?
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Narayana Murthy: Phaneesh, you want to get that?

Phaneesh Murthy: Yeeh, Hi. This is Phaneesh. Le me jus quickly take your question. In
terms of, say emphass on new customersexising cusomers, | think what happened bascdly in
the market is that there had been a dgnificant dow down in the decison making process, lots
more due diligence being done and sdes cydes have got lengthened because of that. Existing
cusomers, who dready know you, effectivey are ill willing to add on new projects and so on
and that's one of the reasons why the mix may have changed margindly towards this The
second thing is | think Nandan dready tdked about the fact that there are pricing pressures
ovadl in the market. And that's primarily because of the fact tha there seems to be an over-
cgpacity and there are a lot of companies who are doing pretty badly, in the US market a leest.
From our perspective, | think, you know we are continuing to do what we have to do to protect
our margins and try and show the vaue to our cusomers. Thank you.

Tewari: Phaneesh in terms of — very quick — just to darify something, in terms of the pricing of
these dients, isit coming more from the existing customers or more fram our new customers.

Phaneesh Murthy: No, | think price pressures are there everywhere.  Primarily, because | think
the cusomers are, you know, if you are looking at it from the exiding cusomer’s perspective, if
you ae trying to do an engagement for $4 million or $3 million on a supply chan, if they ae
veay sendtive about the pay back that they will get, then there will be some pressure on the
ovedl cog that they are willing to pay. So, there is some pressure from exising customers on
thet dde and on the new cudomes because of intense comptition, | think with multiple
companies willing to offer an am and a leg, there is price pressure in terms of the prices &
which you will get the new business. So, | think it's there a both places.

Tewari: And in tems of vighility, has it topped your vishility in terms of negoatiaions you've
hed with your cusomers?

Phaneesh Murthy: We are dill comfortable a our 30% growth.

Nandan M Nilekani: You know, we have not revised our edimate of growth for the year of
30% and that takes into account new budness, exising busness, repeat busness from exiding
clients, any current and potentia cancdlaions and al the vighility that we have of the busness.

So dl that has been accounted for in the 30% growth.

Tewari: Thank you.

Moderator: Thank you very much Mr. Tewari. Once again, for dl the paticipants if you wish

to ak a quedtion please press one sa one on your teephone keypad, and our next quedtion is
from Mr. Sandeep Dhingra. Please go ahead sir, sating the company name you represent.
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Sandegp Dhingra: Good afternoon this is Sandegp Dhingra from JP Morgan in Bombay. Just
following up on the priang issue, Phaneesh if you could tel us how much of the environment
changed in the last three months? | mean is it that we have seen a Sgnificant decline in prices
from wha you were reportedly negotiating with dients in Mach-April to where we are today.
And secondly, are you looking a this getting worse from here or are you getting a sense that
market may be Sabilizing?

Phaneesh Murthy: Okay, pricing pressures, wel let me put it this way, it's a little difficult to
answer tha quegion. What happens is effectivdly there is a lot of these draegic sourcing
initigtives, which are happening. So companies which get shut out of a two or three initiatives
give you ggnificantly more price competition in the next few initiatives S0 it's a little difficult
to predict exactly how it is | don't think there has been any huge difference in the last couple of
months over the previous couple of months or anything like that. | don't think there is any
ggnificant difference there.  In terms of whether you think the market is going to worsen or
dabilize, | meen, tha's the million dollar quedion right? | mean that's, | don't know, it's
difficult to predict right now. We do know (I think) thet there is not that much corrdation right
now between 0 cdled budgets and spending.  And you know, while if you look & most of the
aurveys, which have been done, they have not redly reduced budgets very dramdicdly.
However, the spending hes come down and that portion of the unused money is effectivey
getting, you know, unutilized and to lgpse So | think for the firg time we are seeing poor co
relation between the actud budget and spending.

Sandeep Dhingra:  There's another thing, which | think Nandan pointed towards that you sad
that, you know, one of the reasons for this pricing decline is ds0 the type of busness mix. Are
you jud referring exiding versus new dlients or are you aso seeing more of maintenance kind of
projects and you know less of — may be — product deveopment form of projects? Is that a
correct interpretation?

Nandan M Nilekani: | think, generdly we can make three obsarvations. One is that because of
the fact that clients are doing a far more due diligence on their IT spending, that kind of software
development work which is essentid to the busness that continues and obvioudy things like
maintenance are pat of tha stream. Second thing is in terms of new application development. |
think again a lot of projects that can be deferred are being deferred and only those projects that
have a very cear return on invetment, which ether incresse cusomer satidaction, improve
cudomer retention, reduce cod, or increase productivity, only those kinds of projects are being
teken up for devdopment. The third thing is that in the tdecom R&D dde, we do see a lot of
volatility because the large tdecom equipment companies are facing issues and they are looking
a how to minimize ther R&D cogt and cutting some budgets. So these are the three main trends
you can talk about.

Sandeep Dhingra:  One lagt quick question. | mean, on your cogt there is a huge increase in

sday cos this quarter — is it because of the ongte offshore mix or is that, you know, you've had
your annua hikesthis particular quarter?
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Mohandas Pai: It is partly because of the ongte offshore mix and it's dso partly because of the
fect that, you know, people who traveed more to the United States on H1B visas, when the US
income goes up, the cost of people who travel on H1B visa is higher than the cost of people who
travd to Europe or any other place when it is more ondgte.  So, you ae doing more ondte
business for the US and that has increased the cos. We ds0 had a sdary hike this quarter. The
annua sday has been 15% for offshore out of which 70% is variable and we pad out the entire
variable part for this quarter because pople met the numbers. We aso had a hike for the ongte
sdaries, much lower than what we ve been paying in the past.

Sandeep Dhingra: Thank you.

Moderator:  Thank you very much Mr. Dhingra  Our next quesion is from Chelgopa
Shivaguru. Please go ehead stating the company name you represent.

Sukumar/Chellappa:  Good dternoon this is Sukumar from Kothari Pioneer. My quedtion is
regading the ondte-offshore mix. This quater we were expecting a ggnificant shift towards
offshore but it's hgppened the other way aound. Could you go into the outlook on the mix
between ongite and offshore.

Nandan M Nilekani: You know these kinds of changes in mix on a quater-to-quarter basis will
have some variance and they will normadly operate in a band. Also, | think, it is a function of the
mix of projects, when people go ongte to dat new projects, to work longer with cusomers to
deliver the requirements etc. | think dl these factors are coming into play. So | think, rather
than seeing a quarter-by-quarter thing, | think, you have to see this over alonger-term period.

Sukumar: Would you be able to give some sort of an estimate for this year?

Nandan M Nilekani: | think we cant give a Sedific estimate.  All we can sy is tha it will be
in a band for the next two to three quarters. | think you know you've to understand that in this
kind of a maket environment, our effort is to increese our market and our business in every
posshle way, dtack every geography, increese our sdes and maketing investments, make sure
that we bid on every project. Soredly, | think, thet's the name of the game right now.

Narayana Murthy: You know, this is Narayan Murthy, our desre as Nandan pointed out is to
enhance the — you know — contribution from off shore, but aso remember that — | think — we are
dready perhaps the lowes in the indudtry, a leest among those companies that are liged as of
last quarter — we don't know what this quarter figures will be. But even as important as that is,
as Nandan pointed ou, it's very very difficult for us to give on a quarter-by-quarter thing because
more projects may be darted in a paticular quarter, 0 more people may trave. So | would say
that it's very very, difficult for us to predict. However, what can easly be done is you can plot
for the lagt 8 to 10 quarters and then see a certain line and then that regression line is the best that
you can give.
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Narayana Murthy (continued): Also, | think in so far as the effort is concerned, | think, the
offshore effort remains the same because there has been 6% drop in the offshore rates.  You will
see the contribution of offshore as lower this quarter. So effort has not gone down but the rates
have gone down. So thereisthat different shift.

Sukumar: In terms of rates for —you know — the clients for the contracts, which are sgned
ealier, and pat of those contracts, is that aso going down, are they being revised downwards.
Isthat dueto the dient Sdeinitiative or you voluntarily agreeing for reduction of rates?

Narayana Murthy: No, | think it is very, very difficult for us to tak about dient by dient
because these are in some sense confidentia issues. But let me assure you that we are not going
to dients on a voluntary bads and saying we will accept cuts. | don't think we would do that.

Also remember that we have the highest per capita in productivity in the industry, which means
that our aspiraions are high. So we want to protect our margins But the whole issue is
competition. If your competition is willing to do for hdf your rate then, you know, you have to
oet at least 95% of what you what you are getting. So, | think that isthe issue.

Sukumar:  We had conference cdls with — you know — two of the so cdled big people who are
looking & out sourcing in a big way from India, from the senior IT people in ther IT depatment.

They were hinting that among the top line companies like Infosys Wipro, and TCS, they would
be looking purdy a rates and if the Infosys rate is on a weighted average basis (that) seems to be
higher than both of TCS and Wipro. So, in that case, do you see that rates converging for these

types of companies?

Narayan Murthy: Wadl you know | mean | will request Phaneesh to speek about it. But before
that, let me put it this way. At least, | know, in a couple of cases even though we were the
highet among dl the bidders in terms of rates, we were picked and perhgps one more company
was picked. It was not so much an issue of the chegpest people because once our prospects vist
this campus, vigt our Infosys campuses, look a the kind of resources that we have put in
traning, in qudity, in productivity, and in technology, they underdand that if you want good
qudity product you have to pay some more money. But as | sad ealier remember, (if) the
gtuaion is somebody goes and says “l am going to do it a tremendous drop in ra€’ then even —
you know — premier companies like Infosys will dso have to be very senstive to the market
sentiments. That's the only thing.

Chéelappa: This is Chdlgppa | would like to know whether therés pricing pressure from the
Big 5 ds0. Are you facing pressures from foreign companies or only Indian companies? Could
you give us some inputs on thet?

Phaneesh Murthy: No we are finding tha there is pricing pressure from dl kinds of
companies. There's pricing pressure from the consulting companies, from the e-integrators, from
the ondgte companies and from the offshore companies. So, it's not redricted to any one
Ssegment.
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Moderator: Thank you thet was your question Mr. Shivaguru.
Sukumar: Thank you.

Moderator: Thak you very much, Sr. Our next question is from Mr. Sujit Sehgd. Please go
ahead Sir, Sating the company name you represent.

Ujit Sahgal:  Hi, this is Sujit here from UBS Warburg. | just had a couple of quedtions.  Firdly,
snce you ae mantaning your revenue growth guidance of around 30%, there have been some
changes in this growth prdfile this quarter, in terms of US geogrgphy growing a good 10% and
the top 5 and top 10 dso growing 10% to 13%. Wheess Europe growing only 5%. The
question | want to ask is, is there a difference in the dements of this 30% growth now that you
ae looking a in teems of volume price exiding cusomers, new cudomers, and US versus

Europe?

Narayana Murthy: You know to reach this growth rae of 30% on volume, purdy on volume
without any other thing, | bdieve it's somewhere around we need 37% growth or something like
tha. And if you compound it with the if there is some price pressure, then you are looking at

somewhere around 40-45% or s0. Right? If you assume a certain dip in the per capita revenues.

So it dl depends on what the thing is going to be but, you know, we will have to be very redisic
and then we have to say that our dedre is to grow a 30%, in pite of what, you know, the various
factorsin the marketplace.

Sujit Sahgal: The other thing was again, | meen drivers of growth bascdly. | think it seems to
be a kind of a pendulum between new cusomers and old cusomers. If you go to ealy part of
January, we taked about repeast business as high as the old customers will save the day, then we
shifted to new customers. This quarter growth seems to have again come from old customers.
So | meen, isthat change teking place there or | mean it' s just amix quarter-to-quarter?

Phaneesh Murthy: The fird quater of any financd year will dways have the maximum
busness from exiging cusomers because of the way we messure it. We ae tdking about
cusomers who are exiding as of the last quarter of the lagt financid year. So the fird quarter
will dways be loaded. So if you look & the same quarter last year, it was ds0 over 90%. SO,
you know, that's not redlly an anomaly.

Sujit Sahgal:  Okay, okay that's interesting. Okay and the lagt thing was again on price, coming
back on the price thing, looking a the 6% sequentid decline in offshore and the fact that we
have seen a red offshore pressure only begin now. | think are we looking a this thing becoming
larger or | mean, is it going to dabilize here, or we should expect raes to sequentialy keep
dropping 5-6%7?
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Mohandas Pai: Syjit, let me take this from datidics In quarter one of fiscd 2001, offshore
was $60,800, went up to $64,500 in quarter two, $65200 quarter three, came down to $64,500
quarter four, and has come down to $60,600 in quarter one of fiscd 2000. This is dso the time
when we had this — you know — this incresesng exposure to dot-coms, which went up from 17%
to 24%. It's come down something like 5%. So, tha impact has now been more or less
normdized. Now, if you look a the rates to fird quarter of fiscd 2001, ondte was $115,000.
Today it is $136,500. So, it's very difficult to give a fix of wha these ondte offshore rates are
going to be going forward because it depends upon the mix of dients, the volume from each
client, and the volume from each vertical.

Sjit Sahgal: Okay, thanks.

Moderator: Thank you very much Mr. Sehgd. Our next question & from Ann Lu cdling from
Hong Kong.

<Disconnect>

Moderator: Thank you very much ladies and gentlemen. We have the Infosys management
back on line Please go ahead S, answering the last question. Ms. Ann Lu if you are on line,
plesse press one star one on your telephone key pad. Our next question is from Mr. Rahul
Dhruv. Pease go ahead Sr, dding the company name you represent.  Mr. Rahul your line is
open Sir, please go ahead with your question.

Rahul Dhruv: Yeah, hi. Thanks. This is Rahul Dhruv from Solomon Smith Barney. Actudly,
just continuing on the pricing, | just wanted to get a fed of if you hed to bresk up the 6% drop in
offshore hilling rae into components, jus a basc fed of, where would have it come from?
Higher share of mantenance work, larger contracts & competitive prices, or exiging dients
asking for lower rates?

Phaneesh Murthy: We haven't done that bresk up.

Rahul Dhruv: But what would be your fed, | mean, where doesiit largdly come from?

Phaneesh Murthy: | don't know. | haven't done the breskup to giveyou afed. | am sorry.
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Rahul Dhruv: Okay, no problems Just coming back to what Mr. Murthy said earlier in terms
of if you have to achieve the 30% target, firs of dl the volumes will have to grow by 376 and
then if you take the pricing percent into congderation, you have to grow by 45%. Can you just
elaborate on that alittle bit more?

Narayan Murthy: Wadl, | think frankly | dluded to the document put out by CSFB. CSFB has
taked about saying thet if the rates go down by 7% or 0, then to achieve this 30% Infosys will
have to grow a 44%. So, | was jud, you know, mentioning because it's a public document, they
have written, they will be the people who can answver you very well.

Rahul Dhruv: What does the company fed?
Narayan Murthy: What do we fed?

Rahul Dhruv: Yesh, | mean, do you think that for the 30% growth in profit you have to do a
45% growth in efforts.

Narayan Murthy: Sure, | mean if the per cgpita revenue productivity goes down by that
percentage, yes. | think they are right. Their computation is correct. We have to do around that.
| think, that computation is correct there is no doubt a dl. But the issue is, where will the per
capita revenue productivity be because as Mohan dready pointed out, the ongte thing has gone
up wheress the offshore has gone down. | mean, there are lots of complex parameters.  You
know, what the contribution of offshore versus ondte in the terms of the effort, the rates, you
know, the proect starts, and the geography. | mean there are many, many parameters. It's a

complex modd.

Rahul Dhruv: | agree with that. My quedtion is, in tha whole thing to me in terms of how 30%
profit grownth would have to go down to a 45% volume growth. You know, with a 7% drop
billing rates then where does thet additiond 8% have to (come from).

Narayana Murthy: Yes, | think, as | sad ealier it's a question of ondite offshore mix. It's a
guesion of the revenue productivity. It's a modd. | think, whet Bda can do is in the next,
maybe four or five days, if you want, Bala can send the xerox copies of dl that. That'sal there.
Moderator: Does that conclude your question Mr. Rahul?

Rahul Dhruv: Yeah, thanksalat.
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Moderator: Thank you very much, Sr. Our next quedtion is from Ms Irene Leso. Please go
ahead ma am gating the company name you represent.

Irene Leao: Hi, it's Irene from BT. | just had a question about, you mentioned before that the
sdes force has actudly increased. Can you just briefly describe what the sales incentives are for
these people and whether the nature of the sdesincentive has actualy changed?

Mohandas Pai: No, | think we did not tak about a sdes incentive we spoke about the increase
in sday cods of people offshore, that's people in India  Wha we sad was that the sdary cost
went up by 15% on a full year bass. Out of 15%, 70% is a variable cos and the bdance was
pad to them and 70% is supposed to be pad upon achieving certan numbers st every quarter.
For the firg quarter, the numbers were achieved, s0 everybody got their full incentive, which has
dready been inbuilt in the firg quarterly results. That's what we sad. Does that answer the

quedion?

Irene Leao: No, | was actudly specificdly asking about the sdes team itsdf. | mean is there an
incentive based on the number of contracts that they can win or based on, you know, | guess, you
know, the number of ordersthat are actudly being placed?

Phaneesh Murthy: It's dl of the @ove. We have a bonus system in place for al the sdes team.
And they are compensated on a number of factors you know, number of new accounts opened,
number of large projects, the price points & which the projects have come in, the drategic nature
of the work that we are doing, the long term-ness of the contract, etc.,, etc. So you see, and then,
you know, the other factors, which play in, in teems of knowledge shaing, accounts receivable,
and Suff like that. So, the bonus system is bascdly based on peformance. If your quedtion is
have we done specid in this environment? No, we have not done anything specid or different in
this environment.

Irene Leao: Right okay. And jus another quick quesion. | guess in a different type of
environmet tha we are facing now, in terms of organizationa <ructure or how you sructure
your business —has there been any changes?

S Gopalakrishnan: No, we are dways looking a how we can — this is Gopaakrishnan —how
we can increase the depth of our engagement with exiging customers, how we can get into new
markets, new customers, eic. So that's an ongoing exercise.  Definitdy, in these times there is
much more emphads on sales and marketing.

Irene Leao: All right. Okay. And judt if you could give us a quick summary on the sort of the

characteridtics of your new customer, for example, is it more maintenance type of contracts, is it
average contract Szes have gone up or down etc.?
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Phaneesh Murthy: 1 think, you know, we are seeing larger contracts definitdy. It's difficult to,
| think, we are seaing redly two markets The whole e-integration market, you know, where dl
the players are pretty much vecated and there is a vacuum in that space, which has bascdly
dloved us to gep in vary comfortably. So, we are getting a lot of the e-integration kind of
projects, you know, which is a completdly new supply chains virtud supply chains completdy
new CRMs and those kinds of things And there are the outsourcing kind of initiatives, which
are largely maintenance driven ones. So we are getting both.

IreneLeao: Right.

Nandan M Nilekani: One more thing is thet, you know, | think one of the areas of softness that
we identified is the tdecom veticd, especidly in the large equipment manufacturers and
because a lot of the spending was essentidly R&D spending; and as these companies have faced
a number of numerous business pressures in the market place, they have had to dso reduce ther
R&D spending. And R&D spending in fact can be very volatile because the entire programs can
be cancded very aoruptly and therefore, they are dgnificantly a higher risk than normd
enterprise spending.

Irene Leao: Okay. And jug, sorry just another quesion. IBM jud recently announced that
they were doing a kill redignment. Wha sort of <ill redignment i.e, you know, what's this

sort of more demanded skill a the moment versus the not so demanded kil for Infosys?
S D Shibulal: This is Shibuld, we ae continuing to see higher ills requirements in the e

gpace which is rdated to what Phaneesh dready talked about, e-integration kind of skills.  Also,
we ae continuing to see higher demand of people with multi-technology skills, because most of

the cusomers today have heterogenous environments and not homogenous.  So, there is
continuos need for multi technology <kills And a the same time, we ae upgrading the soft
kills of our people. Thank you.

IreneLeao: Thank you.

Moderator: Thank you Ms Leso for your question.

Narayana Murthy: Anil, Anil.

Anil Tewari: Yes go ahead.

Narayana Murthy: Anil, this is Narayana Murthy. We have another 13 minutes or 0. So you

may want to dlow many people to ak one question eech. So tha, you know, we ae in a
position to answer as many questions from as many people as posshle.
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Anil Tewari: Okay grest, yesh. Let's keep in mind tha we have aout, | guess 13 more
minutes time, SO let’s just keep going.

Moderator: Thank you very much. Jugt to remind dl the participants, please ask one quedion
a a time to dlow more paticipants to have an opportunity to ask quesions. And our next
question is from Mr Ashish Kumar please go ahead, Sir ating the company name you represent.

Ashis Kumar: Hi, this is Aghis cdling from CSFB. Congratulaions to the whole teem on very
good results.  On the one quedtion that | could ask, | think | choose your September guidance,
which you have suggested would be aout 02 % sequentid revenue growth. Conddering that
the quarter that we have dtarted, we have aout 85% plus vishility. So, would it be far to sy
that here for this quarter, you could have a far degree of vighility on the volume versus price
versus ongte-offshore which should combine to give you 0-2 %. If you could explan how do
we get our sequentid 0-2 % in terms of these three parameters that would be of great help.
Thank you.

SGopalakrishnan:  Under normd crcumdances — this is Gopdakrishnean — under normd
crcumdances, you know, we can go by that vishility. But given that the maket is dill very
volaile, we have to put in a risk factor with the vighility dso. And we have factored dl these
things into our modelling and that's how we have come up with these numbers.

Ashis Kumar: But S, the range of — you know — like do you expect price that fell 6 % quarter-
over-quarter offshore, would that flatten now or would that reduce further, jus some color would
be of help.

Narayana Murthy: You know, | think, tha's a very, very vdid quesion. Tha's a very good
concern. We are dl ceased with that. What | would say is that, indead of our being able to
predict to you people upfront that it's going to be “this much downthis much up’ each quarter, |
would sy that we have put dl those factors into our consderaion. And that's why we have
come out with this estimate of 30% growth in top line and bottom line | would say tha, thet
redly encompasses dl our assumptions.

Moderator: Thank you, does that answer your question Mr Kumar?
Ashish Kumar: YesSir, thank you.

Moderator: Thank you very much. Our next quesion is from Mr Aniruddha Dange, please go
ahead with firgt sating the company name you represent.
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Aniruddha Dange: Hi, this is Aniruddha Dange from CLSA. My quedtion is actudly more on
the new initigtives that the company is planning to teke in order to get through this phase of
difficulty and chdlenging environment.  Are there any other things you would like to point out
on the new verticds that you are focussing on or the new horizontds? Are you looking into
getting into a more into embedded software or what other opportunity do you see like T+1
trading or something like that going forward, which could be of some postive consequence?

Narayana Murthy: You know, Aniruddha, as Nanden pointed out, in these chdlenging times
R&D may not the best thing to go after, because entire programs get cancded and we may be left
with, you know, large number of people without any work for the next moming. So, the bedt
thing,, my own undesanding is that the enterprise resources planning, ERP and large
commercid gpplication, the cusomer oriented gpplication, those gpplications that pogtion the
corporation as much better vaue with every cugomer, | think those ae the ones tha have
tremendous vdue, you know, today. So to that extent, | would say that those focusses are
dready being put in, but now maybe, I'll ask Shibu to answer in detall.

SD Shibulal:  Yes this is Shibuld, you know, our drategy is aways to increase the depth and
the breadth of our sarvices and rdationship with our cusomers. And in case if you look a the
last three years you can see that we have introduced three new services, which are amed at the
enterprise market — the engineering sarvice, budness conaulting as well as enterprise solutions.
We ae dw looking a@ the new opportunities like crydd integration, data center out sourcing,
BPO kind of activities, actively, and trying to see how we can leverage those opportunities. We
are increasing the nontUS market presence; thee are long-term initiatives — you know — we have
a four-stage plan of introducing a new servicee. And they usudly incubate over a long period of
time. We ae increesng our profile dso in the nonUS markets. We have recently opened

offices in Argentina and Singgpore.  And we are adso recruiting people locdly in those aress.
Thank you.

Moderator: Thank you. Doesthat answer your question Mr. Dange.
Aniruddha Dange Yeah.

Moderator: Thank you very much. Our next quesion is from Mr Saurabh Singhi. Please go
ahead Sir, Sating the company name you represent.

Saurabh Singhi:  Hi, this is Saurabh from Cazenove Securities. | meen, the last couple of
quarters you see dgnificant amount of new dient additions In this quarter, your active dients
have actudly, | mean have increased only by 4 from 273 to 277. Now ae there dient losses
happening? And second quedtion is, are the dlients that you have added in Q4 of 2001 and Q3 of
2001, whet is the proportion of revenue in your repeat business from them?
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Phaneesh Murthy: The net dient addition is lower because we have proactively shut down the
dat-com kind of ssgment, and we ae adso reducing our exposure to the venture funded
companies. So effectively, what we've done is that, we have tried to tighten up some of our
credit policies and people who don't agree with the new credit policy, we discontinue work with
them. So alat of it is essentidly deaning up some of the work thet, you know, some of the past
cusomers who we thought would be a risk. We don't bresk down gpecific customer
contributions, you know, quarter-by-quarter or anything like thet.

Saurabh Singhi: Can you just get a idea of, say like the 37 dients that you added in quarter 4 of
financid year 2001? Like what has been the ramp up in those dients?

Phaneesh Murthy: That varies, it'samixed bag.

Narayana Murthy: Wadl, | think, you know, this is a continuum. And as Mohen has dready
pointed out, as agang 80 dients who were million dollar dients lagt quarter, this quarter it is 84.

So, over a peiod of, you know, | mean each quarter, we ae increasng the contribution from,
you know, the dients who become million dollar dients. So | suppose that's the best that we can
say a this point in time. Becase it's vary, very difficult to fit a patern as to, you know, in how
many quarters that person, a corporation becomes amillion dollar client etc.

Moderator: Thank you. Doesthat answer your question Mr Singhi?

Saurabh Singhi: Y eah, can we have one more quetion?

Moderator: Just go ahead, Sir.

Saurabh Singhi:  So like when the ondte rates were in the range $150 to $200 per hour,
offshore rates in the range of $25 to $26 were much more relatively dtractive as compared to the
scenaio now, when the offshore rates continued in the range of $24 to $25 per hour, where as
the ondte rates have fdlen to somewhere around $70 to $80 per hour. So, will it mean that the
offshore will continue to fal till the time the rdaively dtractiveness as the same as it was
earlier?

Phaneesh Murthy: It's difficult to answer that quedtion, | don't know what relative attraction
is.

Saurabh Singhi: In terms of percentage difference between the offshore rates and the onste
rate?
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Phaneesh Murthy: | don't think, Okay, so fird of dl, different companies operae a
completdly different rate dructures both onste and offshore. So, you know, and for different
types of work and so on. o, it's very difficult to answer that question in terms of whether we
think it's going to fdl further or not. | mesan, our focus is right now on making sure thet the
revenues and the margins are met overdl.

Saurabh Singhi: Okay.

Narayana Murthy: | think, you know, you asked a good quesion. Wha we need to do maybe,
probably you should teke it up with NASSCOM. Indudry as a whole, you know, where it is |
think you may need to, because in some cases our offshore rates are equd to the ongte rates of a
few companies So | think, we need to do this andyss a the indusry levd, maybe we should
take it up with NASSCOM. It'san excdlent andyss

Saurabh Singhi: Okay thank you.

Moderator: Thank you very much Mr Singhi. Our next quedion is from Mr Bhavin Shah.
Please go ahead Sir, Sating the company name you represent.

Bhavin Shah: Thisis Bhavin Shah from CSFB. Congraulations.
Narayana Murthy: Hi Bhavin.

Bhavin Shah: Hi Mr Murthy. The quedion | wanted to ask is if we teke your this quarter
results and just multiply by 4, we do get pretty, | mean you have very little extra work to do and
dso another observaion | would like to make is that, your exiding customers seemed to have
done wdl. Especdly, your top 10 dients actudly grew. So based on your most recent sort of
sample check or survey of customers, do you fed that the large exiding cusomer busness will
continue at current rate. In other words, indeed you have very little extra work to do for the rest
of the year or in terms of meeting your revenue expectation.

Phaneesh Murthy: No Bhavin, this is Phaneesh. Actudly, there have been programs and
projects, which have been cancded which Nandan dluded to. So in some cases, some of tha has
been replaced with other work, other projects, and so on. And in some cases it's not going to be
replaced if product lines or whatever it is will ga discontinued. So | don't, wel, you know, it
could be a nice feding to say that we don't have any work to do, but | think the environment is
chdlenging enough for us to have to work ggnificantly had. It is not a comfortable
environment as you probably know.
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Phaneesh Murthy (continued): | mean it is choppy, decison making cydes are very long, the
amount of due diligence is very high, the levd of | dotting and T crossng that we have to do to
convince dients is extremdy high. And | think, you know, in an environment where people are
not redly spending their budgets dso, even if there are good returns and investments, you know,
the generd paranocia or the fear and uncertainty factor is very high. And added to that, is this
crazy price compditiveness because of the surplus capacity and, you know, whether it's US
Europe or Indian companies etc, doexn't matter. So | think, that the environment is chdlenging
enough for usto dl have to come in to work a 6:30 in the morning.

Bhavin Shah: All right, | don't know if you have answered this dreedy, but onste rates went
up this quarter. My quedion is, why is that is that something that, can the ondte rates be
udtained a the current level?

Phaneesh Murthy:  Bhavin, you know quarter-to-quarter minor variaions | don't think you
should draw too many inferences from, because it is very difficult to predict, you know, a couple
here a couple there.

Narayana Murthy: Bhavin, 9nce you ae highly quantitetive, | mean to say this that the best
thing is to draw or take about 10 quarters and then draw some trend lines and you know that may
be much more indicative.

Bhavin Shah: Thank you.

Moderator: Thank you very much, Mr Sheh. Our next quegtion is from Mr Chandgude, please
go ahead Sir, dating the company name you represent.

Ajit Chandgude: Hi this is Ajit from WI Car Securities Basicdly, the question | wanted to ask
is conddering that most of your top 10 dient's IT spends could be under pressure, you have ill
managed extremey a decent growth in the current environment. | just wanted to know how has
this been — targeting more geogrgphies or more replacing lot of US vendors or the dient's own
people who got laid off, some sense on the flavor of this.

Phaneesh Murthy: | think, generdly, we do see a grester focus on drategic sourcing, SO
consolidation into some vendors, | think, is definitdy one play. The second thing is that, you
know, the cusomers have a need to do cetan types of wok. So, you know, by digning
oursdves with those misson criticd and busness criticd initiaives, | think, we have ended up
with alittle more work from our existing cusomers.

Narayana Murthy: Wdl Anil, it is 3 o'dock, now we will have to bring this conference to a
cdoe because we have ancther medting. Thanks a lot to Goldmen Sachs and you for this
paticular conference. We look forward to, you know, communicating with you dl next quarter.
Thank you.

Anil Tewari: Grea, thank you dl.

Narayana Murthy: Bye.
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