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UNI TED STATES
SECURI TI ES AND EXCHANGE COWM SS| ON
Washi ngton, D.C 20549

(Mark One)

[ ] REG STRATI ON STATEMENT PURSUANT TO SECTI ON 12(b) OR (g) OF THE SECURI Tl ES
EXCHANGE ACT OF 1934 or

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURI TI ES EXCHANGE
ACT OF 1934. For the fiscal year ended March 31, 2001

or

[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d? OF THE SECURI TI ES
EXCHANGE ACT OF 1934. For the transition period from to

Commi ssion File Nunmber 001-15190

Sat yam Conputer Services Limted
(Exact name of Registrant as specified in its charter)

. Not Applicable . .
(Translation at Registrant’s nane into English)

S Republic of India . .
(Jurisdiction of Incorporation or organization)

Sat yam Technol ogy Center
Bahadurpal ly Vill age
Qut bul [ apur Manda
R R District - 500855
Hyder abad, Andra Pradesh

| ndi a
(91) 40-309- 7505 .
(Address of principal executive offices)

Securities registered or to be registered pursuant to Section 12(b) of the Act:
Aneri can Depositary Shares, each represented by two Equity Shares, par val ue
Rs. 2 per share.

Eﬁcurities regi stered or to be registered pursuant to Section 12(g) of the Act:
ne

Securities for which there is a reporting obligation pursuant to Section 15(d)
of the Act: None

I ndi cate the number of outstanding shares of each of the issuer’'s classes of
capital or common stock as of the close of the period covered by the annua
report.

270, 005, 430 Equity Shares were issued and outstanding as of March 31, 2001

I ndi cate by check mark whether the Registrant (1) has filed all reports required
to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
t he preced|n?.12 nmont hs (or for such shorter period that the Registrant was
required to tile such reports) and (2) has been subject to such filing

requi renents for the past 90 days.

Yes [ ] No
Ind}c?}e by check mark mh!c financial statement itemthe registrant has el ected
to foll ow

ltem 17 [ ] ltem 18 [X]
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Currency of Presentation and Certain Defined Terns

Unl ess the context otherw se requires, references herein to "we," "us," the
“conpany, " "SAY" or "Satyani are to Satyam Conputer Services Limted, a limted
liability company organized under the |laws of the Republic of India. References
to "US " or the "United States" are to the United States of America, its
territories and its possessions. References to "India" are to the Republic of
India. W are a leading Indian information technol ogy services conpany which is
traded on the New York Stock Exchange under the symbol "SAY" as well as the
maj or I ndian stock exchanges. "Satyam is a tradenark owned by Satyam Conput er

Services. "Sify.com" "SatyamOnline," "Satyam Net" and "satyanonline.com' are
trademar ks used by our majority-owned subsidiary, Satyam |nfoway Linted
("I nfoway") for ich we have registration applications pending in India. Al

ot her trademarks or tradenanes used in this Annual Report on Form 20-F ("Annua
Report") are the property of their respective owners.

In this Annual Report, references to "$", "Dollars" or "U.S. dollars" are
to the legal currency of the United States, and references to "Rs.," "rupees" or
"I ndi an rupees" are to the legal currency of India. References to a particular

"fiscal" year are to our fiscal year ended March 31 of such year

For your conveni ence, this Annual Report contains translations of sone
I ndi an rupee ampunts into U.S. dollars which should not be construed as a
representation that those Indian rupee or U S. dollar anounts coul d have been
or could be, converted into U S. dollars or Indian rupees, as the case may be,
at any particular rate, the rate stated below, or at all. Except as otherw se
stated 1n this Annual Report, all translations fromIndian rupees to U S.
dollars contained in this Annual Report have been based on the noon buying rate
inthe Gty of New York on March 31, 2001 for cable transfers in |Indian rupees
as certified for custons purposes by the Federal Reserve Bank of New York. The
noon buying rate on March 31, 2001 was Rs. 46.85 per $1.00.

The International Data Corporation market data presented in this Annua
Report shows International Data Corporation’s estinmates derived froma
conmbi nati on of vendor, user and other narket sources and therefore may differ
from nunbers clai med by specific vendors using different nmarket definiations or
nmet hods. There can be no assurance that the projected amounts will be achi eved.

I nformati on contained in our websites, including our corporate website,
www. sat yam com is not part of this Annual Report.

For war d- Looki ng Statements May Prove | naccurate

I N ADDI TI ON TO HI STORI CAL | NFORMVATI ON, THI S ANNUAL REPORT CONTAI NS
FORWARD- LOCKI NG STATEMENTS W THI N THE MEANI NG OF SECTI ON 27A OF THE SECURI Tl ES
ACT OF 1933, AS AMENDED, AND SECTI ON 21E OF THE SECURI TI ES EXCHANGE ACT COF 1934,
AS AMENDED. THE FORWARD- LOOKI NG STATEMENTS CONTAI NED HEREI N ARE SUBJECT TO RI SKS
AND UNCERTAI NTI ES THAT COULD CAUSE ACTUAL RESULTS TO DI FFER MATERI ALLY FROM
THOSE REFLECTED | N THE FORWARD- LOOKI NG STATEMENTS. FACTORS THAT M GHT CAUSE SUCH
A DI FFERENCE | NCLUDE, BUT ARE NOT LIM TED TO, THOSE DI SCUSSED | N THE SECTI ON
ENTI TLED "I TEM 3. KEY | NFORVATI ON- - R SK FACTORS", "I TEM 5. OPERATI NG AND
FI NANCI AL REVI EW AND PROSPECTS' AND ELSEVWHERE IN THI S ANNUAL REPORT. YOU ARE
CAUTI ONED NOT TO PLACE UNDUE RELI ANCE ON THESE FORWARD- LOCKI NG STATEMENTS, WH CH
REFLECT MANAGEMENT' S ANALYSI S ONLY AS OF THE DATE OF THI S ANNUAL REPORT. IN
ADDI TI ON, YOU SHOULD CAREFULLY REVI EW THE OTHER | NFORVATI ON I N THI S ANNUAL
REPORT AND | N OQUR QUARTERLY REPORTS AND OTHER DOCUMENTS FI LED WTH THE UNI TED
STATES SECURI TI ES AND EXCHANGE COVM SSION (THE "SEC') FROM TI ME TO TI ME. OUR
FI LINGS WTH THE SEC ARE AVAI LABLE ON | TS WEBSI TE, SEC. GOv.
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Item 1. I DENTITY OF DI RECTORS, SENI OR MANAGEMENT AND ADVI SERS
Not appl i cabl e.

Item 2. OFFER STATI STI CS AND EXPECTED Tl METABLE
Not appl i cabl e.

Item 3. KEY | NFORVATI ON

Sel ected Fi nanci al Data

You shoul d read the followi ng sel ected consolidated historical financial
data in conjunction with our financial statenments and the related notes and
"ltem 5. CPerat|ng and Fi nanci al Revi ew and Prospects” included el sewhere in
this Annual Report. The statenent of operations data for the fiscal years ended
March 31, 1999, 2000 and 2001 and the bal ance sheet data as of Mrch 31, 1999,
2000 and 2001 are derived fromour consolidated audited financial statenents
whi ch have been audited by Price Waterhouse, India, independent accountants. Cur
financial statenents are prepared in accordance with U S. GAAP for the fisca

ears ended March 31, 1999, 2000 and 2001. Sel ected consolidated historica

i nancial data for the fiscal years ended March 31, 1997 and 1998 have been
omtted as our financial statements were not prepared in accordance with U. S
GAAP for these periods and this data cannot be provided w thout unreasonable
effort and expense.

2
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<TABLE>
<CAPTI ON>
Year ended March 31
1999 2000 2001
<S> <C <C <C
Statement of Qperations Data:
Revenues: _ .
Information technol ogy services.................... $ 95,573 $ 149, 257 $ 271, 367
Internet SErVIiCeS ...t 2,222 8
Software products........... .o i -- -
Total revenues. ... 97, 795 164, 455 308, 207
Cost of revenues/(1)/.... ... 49,559 90, 449 208, 121
G0SS Profit. . e 48, 236 74,006 100, 086
Cperat|n?,expenses: o ,
Sel'ing, general and administrative expenses(2).... 31,898 69, 592 122,000
Amortization of goodwill........................... 130 5,043 24,728
Total operating eXpenses..........covvvvennnn.. 32,028 74,635 146,728
Qperating income (10SS). .. ..o, 16, 208 629) (46, 642)
Interest iNCOMB. ... e 43 2,625 5
[Nt ereSt BXPENSE. o\ttt ettt (6,905) (11, 290) (9,632)
QL el I NCOMB. .ot 990 1,471 ,
QLRI BXPENSES. vttt e et e (28) (418) (344)
I'ncome (loss) before inconme taxes, minority interest
and equity in earnings (losses) of associated
CONPANI BS, ML, .\t 10, 308 8,241 (44,080
Provision for income taxes....................oooovinnn. (1,105; 1,619 g4,137
Mnority interest................... R (17 2,785 5,772
Equity in earnings (losses) of associated
companies, net of taxes............ ... i (18) 135 (5, 467)
Net income (10SS). . .o $ 9,014 $ (6, 940) $ (27,912)
Earnings (1oss) per equity share
BAST €.t $ 0.03 $ 50.033 $ 50.103
Diluted. .o 0.03 0.03 0.10
Earnings (loss) per ADS
BAST Cv et $ 0.07 $ (0.05 $ (021
Diluted. ... oo 0.07 0.05 0.21
Wi ght ed average equity shares used in conputing
earnings per equity share
BaST € 260, 190 264, 720 269, 943
Diluted. ... 260, 260 264,720 269, 943
Vék%gted average ADS used in conputing earnings per
Basic .............................................. 130, 095 132, 360 134,972
Diluted. ... oo 130, 130 132, 360 134,972
Cash dividend per eguity share ... $ 001 $ 0.01 $  0.02
Cash dividend per ADS. ........... ..., $ 0.03 $ 0.03 $ 0.03
Other Data: _
Net cash provided by (used in):
Operating activities.................coiiiiiiii., $ 14,245 $ 14,115 $ 5,986
Investing activities....................oooviiu.. (36,089) 583,619) (137, 775)
_ F|nanC|ng,act|V|t|es ............................... 35, 849 51, 664 14,164
Capital expenditures................. Cee Cee 39,071 42,909 85, 156
Nunber of I nformation technol ogy services technica
ASSOCT AL BS. ..t 3,513 4,473 7,798
</ TABLE>

* %k
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<TABLE>
<CAPTI ON>
As at March 31, As at March 31
1999 2000 2001
(in thousands)
<S> <C <C <C
Bal ance Sheet Data
Cash and cash equivalents.........................o.... $ 13,215 $ 192, 304 $ 66,068
Total assets................ e e 116, 319 412,559 481,099
Total long-termdebt (excluding current portion)........ 47,967 50, 050 9,625
Total shareholders’ equity.............................. 35, 892 168, 474 194, 695
Capital stock (excluding [ong termdebt and redeened
preferred stock........ .o 35,159 205, 234 269, 135
</ TABLE>
(1) Inclusive of deferred stock conpensation expenses of $3,137 in fiscal 1999,
$13,356 in fiscal 2000 and $31,336 in fiscal 2001

(2) Inclusive of deferred stock conpensation expenses of $180 in fiscal 1999,

$3,575 in fiscal
4

2000 and $14,782 in fisca

2001.
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SELECTED FI NANCI AL | NFORMATI ON UNDER | NDI AN GAAP

I ndi an GAAP does not require the consolidation of the financial statenents of
subsidiaries and equity investees with the financial statements of the parent
conpany. Financial statements of all separate |egal entities are Prepared on a
st and- al one basis. The unaudited sel ected unconsolidated financial and other
data for fiscal 1997, 1998, 1999, 2000 and 2001 presented bel ow has been derived
from Sat yam Conput er Services’ unconsolidated financial statenents, prepared in
accordance with I ndian GAAP. W report our financial information in this manner
to sharehol ders that hold our equity shares |listed on the Indian stock
exchanges. These financial statements are not included in this docunent.

<TABLE>
<CAPTI O\>
Year ended March 31
1997 1998 1999 2000 2001
(in thousands, except per equity share data)

<S> <C <C <C <C <C
Statement of Qperations Data:

[ ncone:

SalBS - BXPOrt. ..o $25, 095 $47, 882 $89,395  $152, 749 $261, 026
Sal €5 - DOMBSEI Covvt et - 99 358 3,257 6, 105
QL REr I NCOME. L e 144 3129 75 448 4,749
TOt Al 25,239 51,110 89, 828 156, 454 271, 880
Expendi tures:

Personnel expenses....... e 9,240 19, 560 33,901 58, 463 106, 517
%erat! ng and administration eXpenses............c.ooviiiiiii... 5,551 9,229 17,743 33,064 58, 285
BrKeting eXPenses. . ..........oiiiiin i 414 1,207 3, 366 6, 688 4,885
Financi al eXpensesS. . ...t 1,593 3,221 6,274 9,418 7,558
Depreciation. ..., T 1,764 6, 152 10, 196 16, 364 21,121
Prelimnary and deferred revenue expenses witten off........... 178 - - - -
TOt Al 18, 740 39, 369 71, 480 123, 997 198, 366
Profit before taxation.......... ... i, 6, 499 11,741 18, 348 32, 457 73,514
Provision for taxation................coooiiiiiiiiiii, 618 1,237 1,068 1,383 4,039
Profit after taxation............ ..o, 5, 881 10, 504 17,280 31,074 69, 475

Extraordinary itens:

Merger related extraordinary items...............ccoviiiiinn... - - 1,124 -
Income tax for earlier periods..............cooiiiiii .. 481 123 - 247
M scel | aneous expenses written off........... ... ... ... ... ... - 673 -
Profit on sale of shares in subsidiary conpany (net of tax)..... - - 37,251
Depreciation for earlier years............... .. i, - 4,544 -
Gatuity for earlier years....... ..., 93 -

Profit after tax and extraordinary items........................ $ 5,307 $ 5164  $17,280 $ 29,950 $106, 479
Earnings per equity share (adjusted)(2)(3)...................... $0. 02 $0. 04 $0. 07 $0. 15 $0. 25
Earnings per equity share..... ..., 0.24 0.40 0. 66 0.73 1.23
Equity shares used in conguting earnings per

equity share (adjusted)(3)......... e e 245, 464 260, 190 260, 190 212, 440 281,190
Equity shares used in computing earnings per equity share....... 24, 546 26,019 26,019 42,488 56, 238
Cash dividend per equity share (adjusted)(3).................... $0. 01 $0. 01 $0. 01 $0. 01 $0. 02
Cash dividend per equity share...............coiiiiiiiL, 0.05 0.05 0.07 0.07 0.09
Other Data: _

Net Cash provided by (used in):

Operating Activities..... ... ..., $ 3,574 $ 5552 $23,219 $ 37,282 $ 48,798
nvesting Activities............coiiiii i, (13,797)  (23,275) (39,341) (33,914) (594
Financing ACtivities. ... ... 6, 959 20, 630 22,079 10, 850 (38,283
</ TABLE>
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<TABLE>
<CAPTI ON>

<S>

Capi t al

1997 1998 1999

54824

2000

<-O- <-O- <-D- <O-
EBITDA(4). oo 9,681 21,051 34,516

PENdi UM S, .o 12,853 23,742 34,812

Bal ance Sheet Data

Cash and Cash equival ents.............ooiiiiiiiiii ... $ 665 $3,543 $ 9,085 $
Total Assets(5)............. P e 40, 059 66, 068 107, 928 1
Total |ong-termdebt (excluding current portion)............... 5,905 20, 405 43,043
Total Shareholders’ equity(6)........cccvviiiiiininennennnnni... 24,377 27,607 39,619

</ TABLE>

(1)

(2)
(3)

(4)

The

Figures for fiscal 2000 are not conparable with those of previous fisca
Eears due to the nerger of Satyam Enterprise Solutions Linmted, Satyam

enai ssance Consulting Limted, and Satyan18park Solutions Limted with
SatYan]Cbnputer Servi ces which was conpleted in Septenber 1999. The
followi ng yearly average exchange rates were used tfor conversion from
rupees into U. S dollars for each fiscal year indicated: 1997 - Rs.35.57,
1998 - Rs.37.20, 1999 - Rs.42.13, 2000 - .43.40 and 2001 Rs. 45. 67.

Extraordinary items were not considered for conputing earnings per share.

I ndi an GAAP does not require retrospective presentation of earnings per
share data in the event of a stock split. However, for the purposes of
presenting conparabl e data, the Septenmber 1, 1999 and August 7, 2000 stock
splits have been retrospectively effected for conputation of adjusted
ear ni ngs per share and cash dividend per equity share.

EBI TDA represents earnings (loss) before depreciation, anmortization of

i ntangi bl e assets, interest incone and expense, incone tax expense
(benerit) and extraordinary itenms. EBITDA is presented because we believe
some investors find it to be a useful tool for nmeasuring a conpané's .
ability to fund capital expenditures or to service future debts. EBITDA is
not deternined in accordance with generally accepted accounting principles
and shoul d not be considered in isolation or as an alternative to net

i ncone as an indicator of operating performance or as an alternative to
cash flow as a neasure of liquidity. Qur EBITDA is not conparable to that
of other conpani es which nay deterni ne EBI TDA differently.

follow ng table shows the reconciliation fromprofit after taxation to

EBI TDA

<TABLE>
<CAPTI ON>

<S>

Less:

Year ended March 31

58,033
21, 847

24,523
66, 060
43,084
80, 659
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2001

<O-
101, 810
42, 261

$ 33,225
251, 046

30, 110
177,995

1997 1998 1999

< < < <
i&gfit after taxation... ... ..o $5, 881 $10, 504 $17, 280 $
Provision for taxati on...............ccoiveeeeeiiieeeeeiinii., 618 1,237 1,068

Depr ECT AL T ON. .ot 1,764 6, 152 10, 196
[Nt ereSt BXPENS . ottt 1,525 3,215 6, 008

Interest on depoSits. .. 107 57 36

......................................................... $9, 681 $21, 051 $34,516 $

31,074

1,383
16, 364
9,341

58, 033

<
$ 69,228

4,286
21,121
7,392

$101, 810

</ TABLE>

(5)
(6)

Total assets represent fixed assets (net of depreciation), investnments and
gross current assets.

Total sharehol ders’ equity conprises share capital, reserves and surplus
| ess nmiscel |l aneous expenditures.

6
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S| GNI FI CANT DI FFERENCES BETWEEN | NDI AN GAAP AND U. S. GAAP
bet ween | ndi an GAAP and U. S. GAAP. Investors are

urged to carefully review the follow ng summary of the significant differences
between I ndian GAAP and U. S. GAAP

<TABLE>
<CAPTI ON>
Subj ect
<S>

Consol i dati on

Equi ty method

</ TABLE>

I ndi an GAAP

<C

There is no requirement to prepare
consol i dated financial statenents

Investment in subsidiaries are accounted for
as investnents, at cost, by the parent

conpany

Recently, the Institute of Chartered
accountants of India ("ICAI") has issued an
accounting standard on "Consol i dat ed
Financial Statements", which lays down the
P[|nC|pIes and procedures of consolidated
inancial statements, which is effective for
accpuntlng years connenC|ng on or after
April 1, 2001. The standard is applicable to
compani es that opt for presenting financia
statenents on a consolidated basis. The
Securities and Exchange Board of India
("SEBI"), has mmde it mandatory for Iisted
conpani es to present the financia
statenents on a consol i dated basis al ong
with their standal one financial statenments
The condition for control is ownership of a
mejority voting interest in another company
or control of the conposition of board of
directors in case of a conpany or
equi val ents in case of other governing body

Associ ated compani es (investments between
20.0%to 50.0% are carried at cost and
shown as investnents. Equity nethod of
accounting i s not adopted.

Recently, the ICAl has also issued an
accounting standard on "Accounting for

[ nvestments in Associates in Consolidated
Financial Statements". This standard is
effective for account|n8 years commencing
on or after April 1, 2002.

US GMP
<C
The parent conﬂany consolidate all entities
in wnich they have, directly or indirectly
a controII|nF financial interest, except
where control is tenporary or thereis
significant doubt concerning the parent’s
ability to control the subsidiary. The usua
condition for control is ownership of a
majority voting interest in another company
However, Ie%al control may also exist in
sone | ess-than-majority owned entities

Entities where the minority has substantive
participating rights result in an inability
to consolidate such entities; in such cases
equity accounting applies

Associ at ed conﬁanies are accounted for using
the equity method. The investor (a) presents
its share of the profits or losses in the
incone statement for the current period; (b)
carries such investnents in the bal ance
sheet at its share of under|ying net asset
of the associated conPany, including any
unanortized goodwi Il fromthe acquisition of
such entity - with adjustnents for its share
of reported profits and |osses and dividend
distributions

This nethod is also fol lowed for
unconsol i dated subsidiaries, and joint
ventures
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<TABLE>

<CAPTI O\ ,

Subj ect I ndian GAAP

<S> <C

Busi ness combi nat i ons

Goodwi | |

</ TABLE>

An anal gamation in the nature of a nerger is
accounted for under the pooling-of -interest
method, and an amel gamation in the nature of
a purchase is accounted for under the
purchase method. An amal gamation in the
nature of a nErPer occurs when a nunber of
conditions simflar tothe US criteria for
a pooling are satisfied. There are no
specific rules for transfers under comon
control. However, such transfers are

normal |y treated as a purchase. Unlike U S
GAAP, under purchase nethod, assets acquired
are either recorded at fair value or book
value at the option of the acquirer.

IMim_GMPrwuHesPQMWI!tobe _
recogni zed and caﬁlta i zed, in connection
with purchase nethod acquisitions, as the
excess of the purchase price over the fair
val ue/ book val ue of the net assets
acquired. The amortization period of
goodwi | | typically should not exceed five
years. Negative goodwill is treated as a
non-di stributabl e capital reserve

EDG 13- AUG 2001 03:17
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U. S GAAP

<C

Busi ness conbi nations are accounted in
accordance with Accounting Principles Board
Qpi nion No. 16, Business Combinations. The
Qpinion specifies the criteria for
permitting the pooling-of-interests approach
when the sharehol der groups neither wthdraw
nor invest assets, but in effect exchange
voting comon stock in a ratio that
deternines their respective interest in the
conbi ned corBoratlon. Purchase accounting is
required to be followed in all situations
where the pooling-of-interests criteria are
not met. Transfer of assets under common
control are accounted for at historical cost
onlan "as if" pooling basis and not at fair
val ue

Recent|y, the Financial Accounting Standards
Board ("FASB') issued an accounting standard
on,accpunt|nP_for busi ness conbi nati ons
which is applicable to all business
conbi nations accounted for using the
purchase method for which the date of
acquisition is July 1, 2001, or later. The
new standard elimnates the use of the
Boo!|ng-of-|n;erests nethod and requires al
usi ness combinations to be accounted for by
the purchase net hod

U S GMP requires goodwll to be recognized
and capitalized, in connection with purchase
nethod acquisitions, as the excess of the
purchase price over the fair value of the
net assets acquired. Goodwill is amortized
over a Eer!od not exceeding 40 rears and
cannot be imediately witten-off agai nst
retained earnings or income. Negative
goodwi I is classified in other liabilities
to the extent not offset to non-current
assets (except marketable securities).
Goodwi | I shoul d al so be periodical ly

eval uated for inpairnment

Recently, the FASB issued an accounting
standard on "Goodwi || and Cther Intangihle
Assets" which is applicable with fisca

years beglnnlng after Decenber 15, 2001. The
new standard requires goodwi || be tested for
i mpai rment using a fair-value based approach
and goodwi |1 woul d not be

* kK
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Stock-based conpensation

Ot her I'ntangi bl es

Asset reval uation and
| mpai r nent

</ TABLE>

Hstorically, there was no requirement to
recogni ze deferred stock conpensation.
However, under a new SEB| gUI deline, stock
conpensation pl ans agprove and issued by a
conpany after June 19, 1999, conpensation
cost in connection with oEtions_grant edis
conput ed based on the market Ence of the
shares at the grant date of the option |ess
the issue price to enployees. Conpensation
cost in connection with shares issued is
conputed based on the market price of the
shares at the date of issue |ess the issue
price to enployees. The conpensation cost is
amortized over the vesting period.

I'ndian GAAP requires intangible assets such
as Ratents. and trademarks to be witten off
within their period of use or legal term of
validity, whichever is earlier. Expenditure
on technical knowhow for manufacturing
processes may be required to be witten off
Inthe year inwhichit is incurred or
anortized over a three to five years while
expendi ture on knowhow for plans, designs
and drawi ngs for plant and machi nerK is
capitalized under resEecnve asset heads and
depreciated along with the assets.

Under Indian GAAP, upward reval uation of
fixed assets is permtted and the amount by
which the assets are revalued is disclosed
separately as a reval uation reserve, as a
separate component of sharehol ders' equity.

anortized in any circumstance. The carryi n?
amount of goodwi || woul d be reduced only i
it was found to be inpaired or was
associated with assets to be sold or

ot herwi se di sposed of .

U'S GAAP has two different sets of rules
related to stock based conpensation: APB 25,
Accounti ng for Stock Issued to Enployees,
and FAS 123, Accounting for Stock-based
Conpensation. Under APB 25, if both the
exercise price and the number of shares, are
known at the grant date (fixed plan) the
grant date i s the measurement date and
expense is the difference between the market
Prlce of the stock and the exercise price.

f either the nunber of shares or the
exercise price is not known at the grant
date (variable plan) expense is recognized
based on the excess of the stock's market
price over the exercise price each period
(i.e., at each reportln? period or
neasurenent date). The Tair val ue approach
of FAS 123 neasures expense at the grant
date for both fixed and variable plans that
are settled in stock.

All intangible assets nust be amortized by
systematic charges to income over the period
estimated to be benefited, not exceeding 40
years.

U S. GAAP does not pernit the upward

reval uation of long-lived assets. Long-Iived
assets and identifrable intangibles to be
hel d and used by an entity are reviewed for
i mpai rment whenever events or changes in
circunstance indicate that the carrying
amount of an
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<CAPTI O\ ,

Subj ect I ndian GAAP

<S> <C

Interest capitalized

Start-up costs

Depreciation

</ TABLE>

Interest act uallﬁ incurred on borrow ngs
identifiable wit ,acgm sition/ construction
of assets is required to be capitalized
while the asset is under construction.

Recently, the ICAl has issued an accounting
standard on "Borrowing Costs", which is
effective for accounting years comencing
APr!I 1, 2000, provides for capitalisation
of interest.

General [y, Indian GAAP permits the
capitalization of such costs. An exanple of
such start-up costs is trial run costs.

Fi xed assets are depreciated systemtically
over their useful lives using rates not |ess
than those specified by the Conpanies Act.
Acceptabl e methods of depreciation include
stral ght-llne and di ni ni shing bal ance

met hod.

DeFreci ation on val ues arising out of upward

valuation is adjusted fromreval uation
reserve created on such reval uation.

10
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US GMP

<

asset may not be recoverable. If the sum of
the expected future cash flows (undiscounted
and without interest charges) is less than
the carryi nP amount of the asset, an

i npai rment [oss is recognlzed to the extent
the carrying val ue of the assets exceeds its
fair value. Asset wite-downs related to

i npai rnents are considered to be its new
cost and would then be depreciated over it's
rerm!mnP useful |ife. Restoration of
previously recognized inpairnent |osses is
pr ohi bi t ed.

Under U.S. GAAP, interest is required to be
capitalized on assets constructed for a
conpany’ s own use and assets constructed for
sale or |ease. The amount capitalized is
normal |y deternined bg applying a
capitalization rate (based on the avoi dabl e
cost concept) to the average amount of
accunul ated expenditures during the Perlod.
The capitalized interest cost I's included in
the cost of the relevant asset and is
depreciated over the useful life of the
asset.

Under U.S. GMP, costs of start-up
activities, including organizational costs
shoul d be exPensed as incurred. Start up
costs are defined as one tinme activities
relating to opening a new facility,
introducing a new product or service,
conducting business in a newterritory,
conducting business with a new class of
customer or beneficiary, initiating a new
process in an existing facility, or
COmMENCi ng SONE new oper ati ons.

Depreciation is based on historical values
and acceptabl e depreciation nethods include
straight line, sumof-the-years' -digits,
declining bal ance and units-of-production.
Assets are depreciated over thelr estinated
economi ¢ |ives.

* kK
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Accounting for |eases

Investments in debt & equity
securities

</ TABLE>

Assets under finance |eases are not required
to be capitalized by |essees. These are
capitalized and depreciated by the lessors.
Recently, the ICAl has issued an accounting
standard on "Leases", which is effective for
accpuntmg years conmencing on or after
April 1, 2001, which requires assets under
;‘| nance | eases to be capitalized by the
essee.

Under Indian GAAP, investnents are
classified as long-termand current. Current
investnents are readily realizable and not
intended to be held for nore than one year
fromthe date of purchase and are carried at
the lower of cost or fair value. Unrealized
| osses are charged to the income statenment,
while unrealized gains are not recorded. A
long-terminvestment is an investment other
than a current investnent and i s valued at
cost, subject to a wite-down for inpairment
on permanent dininution in value of the

i nvest nent .

11

Capitalization is required of those |eases
in which substantially all of the risks and
benefits of fixed asset ownership are held
by the lessee. U S. GAAP provides specific
criteria to be applied to determine when a
| ease meets those requirenents.

Under U.S. GAAP, investments that are not
consol i dated or equity accounted, are
classified and accounted for as (1)

hel d-to-maturity securities, defined as debt
securities that a conpanr has the positive
intent and ability to hold to maturity, are
reported at amortized cost, (ZL tradi ng
securities, defined as those that are bought
and hel d ﬁrl ncipal ly for the purpose of
selling themin the near term are presented
at fair value with unrealized gains and
losses included in earnings, and (3)

avail abl e-for-sale securities which include
securities not classified in either of the
other two categories, are reported at fair
value with unrealized gains and | osses

excl uded from earni ngs and included as a
separate conponent of sharehol ders’ equity.

For hel d-to-rraturit?; and avail able-for-sale
securities, any "other-than-tenporary"
dimnution in value of investments is
recorded as a charge to earnings.

Under U.S. GAAP, gains on sales of
securities which require the seller to
repurchase such securities upon the outcone
of an event not conpletely under the control
of the seller are not recognized in the
income statement until the outcome of such
event is determined.
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Foreign currency
transactions and
translations

I ncone tax

Research & devel oprent
expenses

</ TABLE>

In respect to foreiFn currency transactions
Indian GAAP is sinilar to US. GAP with the
exception that exchanFe rate fluctuations
arising fromthe settlenent of foreign
currency borrowings/ liabilities related to
fixed assets are added to or deducted from
the carrying cost of the relevant fixed
asset .

In the absence of group reporting
requirenents per Indian GAAP, translation is
restricted to the restatenent of foreign
currency assets/liabilities of the entrty
itself. This process is done at the end of a
period and requires nonetary
assets/liahilities to be restated at the
rate of exchange prevalent on the bal ance
sheet date; non-nonetary items at their
historical rate. Gains and losses arising on
restatement of |ong termforeign currency
liabilities at the year end rate, whichis
incurred to finance the purchase of fixed
assets are adjusted against the carrying
cost of the relevant asset

Under Indian GAAP, there are two methods for
account|ng for incone taxes; the tax payable
nethod and tax effect accounting method

Wi le the tax effect accounting method is
simlar to US GMP it is not mandatory in
India. In practice, the tax payable nethod
is used, so no deferred taxes are

recogni zed

Recently, the ICAl has issued an accounting
standard on "Accounting for Taxes on Income"
which is effective for accpuntlng years
connpnC|n? on or after April 1, 2001, which
provides for accounting of deferred taxes

Under Indian GAAP, research and devel opment
costs are expensed in the period incurred
except where such costs are permitted to be
deferred. The criteria for

12

Under U.S. GAAP gains or |osses arising from
fore|8n currency transactions are generally
included in deternining net incone for the
period in which such gains or |osses arise

As a Peneral rule, the current rate
translation nethod is followed for foreiﬂn
investments when the local currency is the
functional currencr. Under the current rate
method assets and liabilities are translated
using the current exchange rate at the

bal ance sheet date. Equity is translated at
the historical exchange rate. Retained
earnings are translated at the weighted
average of the historical rates that were in
effect for the period during which the
income was earned. Amounts I'n the income
statenents are usual Iy trans|ated using the
averaPe rate for the accounting period. The
transfation differences that arise are shown
as a separate conponent of sharehol ders
equity.

US. GMP requires the use of a
conprehensive liability method, whichis

bal ance sheet oriented. Deferred tax
liabilities/assets are recognized for al
future tax effects of tenporary differences
that will result in charges/deductible
amounts in future years and carry-forwards
Computations are based on currently enacted
tax |aws. Valuation allowances are
established for deferred tax assets if it is
considered "more |ikel'y than not" (greater

t han 50.0@6probab|||ty¥ that some portion or
all of the deferred tax asset will not he
realized

U S. GMP requires research and devel opnent
expendi tures to be expensed as incurred.
Capitalization of the cost of research and
devel opment facilities, such as

| aboratories, is not
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Restructuring charges

Post retirement benefits

Revenue recognition

</ TABLE>

capitalization are sinilar to the

requirement of International Accounting

gtoandards No. 9, Research and Devel opment
sts.

I ndi an GAAP does not have specific
requirements for restructuring provisions
However, sone material expenses incurred are
deferred and anortized over three to five
years.

Under Indian GAAP, enployment benefits, such
as Provident Fund, Superannuation pensions
and ?yaIU|ty schenes can be either defined
benefit or defined contribution schemes. In
respect of defined contribution schenes, the
contributions payable by the enployer are
charged to the Erof|t and | oss account for
the year. The charge for the year for
gratuity and other defined benefit schemes
I's normal ly determined by actuarial .
val uation, although there are differences in
the range of acceptable assunmptions conpared
to U S GMP

Under Indian GAAP, revenue is general ly
recogni zed when performance is conplete and
reasonabl e assurance exists regarding
neasurement and col | ectability of the

consi deration

No specific standard exists on software
revenue recognition,

13

ermtted if they do not have alternative
uture uses. Research and devel opnent fixed
assets that have alternative future uses (in
research and devel opnent projects or
otherwise) are capitalized. The related
depreciation is considered research and
devel opment expense.

Under U.S. GAAP, a restructuring provision
is recorded when specified conditions such
as comitted plan of termnation

i dentification of nunber of enﬁlo ees to he
termnated, comunication of the benefit
arrangenment to the enployees, etc. are met

Under U.S. GAAP post retirement benefits
such as pension, is calculated based upon
specified nethodoloP|es, including a

desi gnated actuarial approach, that reflects
the concept of accrual accounting with
amounts reflected in the income statenent
systematical |y over the estimted working
|ives of the enployees covered by the plan.
U'S. GMAP requires allocation to each
accounting period an appropriate portion of
the cost of providing post retirenent
benefits that relate to the services
provided by enployees during the period

Under U.S. GAAP, revenues are not generally
recogni zed unti| ther_are realized and
earned. They are realized when products
goods, other assets or services are
exchanged for cash or claims to cash. Ther
are earned when the entity has substantially
acconplished what it nust do to be entitled
to payment. These conditions are usually met
by the time products or merchandise are
delivered or services are rendered to
customers. Further, revenue may not be
recogni zed if there are significant
uncertainties concerning collection for the
sale or service
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<TABLE>

<CAPTI O\ ,

Subj ect I ndian GAAP

<S> <C

Sof tware devel opment costs

Extraordinary and
exceptional itens

</ TABLE>

No sFecific standard exists on software

devel opment costs. Such costs are generally
deferred and anortized over a period, not
exceeding five years. CQuidance is taken from
the accounting standards on the research and
devel opnent expenses.

Under Indian GAAP, extraordi narr itens are
sometines referred to as unusual itens and
are defined as gains or |osses which arise
fromevents or transactions that are
distinct fromthe ordinary activity of the
busi ness and which are both material and
expected to not to occur frequently or

regul arl?/. Extraordinary items are disclosed
Iseparate y in the statenent of profit and
0SS.

14
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US GAMP

<C

Detailed gui dance exists within SOP 97-2 on
sof tware revenue recognition. Key revenue
neasurenent criteria Include:

-DeIive_r?/_ of product

-Probability of collection

-Persuasi ve evidence of an arrangement
-Fixed or deterninable vendor fee

Addi tional Iy, vendor specific objective
evidence must exist to pernit allocation of
the revenue to the various el ements of the
arrangenent, such as software and service
el enents.

FAS 86 requires that all costs incurred to
establish the technol ogical feasibility of
conputer software to be sold, |eased, or
otherwise marketed be chagﬁed to expense as
research and devel pg_ne_nt en incurred. Once
technol ogi cal feasibility has been attained
by the detailed Program desi gn process,
capitalization of production costs should
begl n and cannot be deferred until a working
nodel has been conpl et ed.

Under FAS 86, product enhancement costs may
qualify for some cost capitalization;

mai nt enance and customer support are to be

charged to expense when related revenue is

repogm zed or when those costs are incurred,
whi chever occurs first.

Under U S. GAAP, an itemis considered
extraordinary only if it is unusual in
nature and infrequent in occurrence.
Extraordinary items are relatively rare and
are shown net of tax bel ow income from

cont i nui n% operations. Gain or |osses on the
extingui shnent of debt are exceptional

i tens.

Exceptional items are those material itens
that result fromevents and transactions
occurring within ordinary activities and
need, by virtue of their size and frequency,
to be separately

* kK
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<S> < <

Prior period itens and
change in accounting
policies

Conti ngenci es

Share issue expenses

Debt issue expenses

</ TABLE>

Prior period itens are separatelK di scl osed
inthe financial statements of the nost
current year, together with their nature and
anount in a manner that their inpact on
current profit and loss can be perceived
Changes I n accounting F0|ICIES are
recoPnlzed_prospec;|ve y and are separately
disclosed in the financial statements

Under Indian GAAP, the amount of a
contingent loss is provided for by a charge
inthe statement of profit and loss if: (a)
it is probable that Tuture events will
confirmthat, after taking into account any
related probabl e recpverK, an asset has been
impaired or a liability has been incurred as
at the bal ance sheet date; and (b) a
reasonabl e estimte of the amount of the
resulting loss can be nade.,Cbnt!nPent gai ns
are not recognized in the financia
statenents

Under Indian GAAP, these expenses are either
charged off to expense or adjusted agai nst
the proceeds of capital or accounted for as
deferred expenses and anmortized over a
period not exceeding ten years on
straight-line basis

Debt issue expenses are charged to profit
and | oss account or accounted for as
deferred revenue expenses and amortized over
a

15

disclosed in order for there to be a proper
understanding of the financial statements

Under U.S. GAAP, the cunmulative effect (net
of tax) of a change in accounting principle
is generally recorded in the year of change
and shown in the incone statement between
extraordinary items and net income, without
restating prior period financial statenents
ChanPes_that are not recogni zed as
cunulative effect adjustnents are reflected
retroactively, (e.g. a change fromthe
last-in-first-out method of accounting for
inventory to another method). Correction of
an error in previously issued financia
statement is recognized by restating
previously issued financial statements or
are reflected as adjustnments to opening

bal ance of retained earnings.

Under U.S. GAAP whether a contingency
results in a provision for loss or only
disclosures is based on an assessment as to
the probability of a measurable |oss having
occurred. Aliability for aloss contingency
shoul d be accrued when: (a) it is probable
that a liability had been incurred at the
date of the financial statenents; and (b)
the 1oss can be reasonably estimated

U.S. GAAP requires such expenses to be
witten off when incurred aﬂalnst proceeds
of capital or expensed if there are no
proceeds to the conpany.

Debt issue expenses are anortized over the
termof the debt instruments, using the
"interest method"
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<TABLE>

<CAPTI O\ ,

Subj ect I ndian GAAP

<S> <C

Rel ated party transactions

Di vi dends

Cash flow statenents

Statenent of changes in
sharehol ders’ equity

Conpr ehensi ve incone
</ TABLE>

reasonabl e period of time, generally not
exceeding five years.

[ ndi an GAAP requires ampunts outstanding at
the end of the financial year and maxinum
bal ances outstanding during the year from
related parties specified In the Conpanies
Act to be disclosed. The disclosures
required are typically |ess extensive than
those required under U S. GAAP.

Recently, the ICAl has issued an accounting
standard on "Related Party Disclosures",
which is effective for accounti ng éears
conmencing on or after April 1, 2001

Under Indian GAAP, dividends declared after
the end of an accounting period "relating"
to that accounting period are recorded as a
reduction of retarned earnings during that
accounting period, not during the period in
whi ch they were declared.

Under Indian GAAP, publicly traded conpanies
are required to report on their cash flows
under the SEBI guidelines. The SEBI

gui delines are sinmilar to US. GAAP,

al though there are some classification

di fferences.

No such statenent is required.

[ ndi an GAAP does not require such
di scl osure.
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US GAMP
<G

U'S. GMAP defines a related party as any
party with which the reporting entity deals
and one party controls or can significantly
influence the rmnaﬁement,or operating
policies of the other. Disclosure of
material related partK transactions is
required, including the nature of the
relationship; a description of the _
transaction, including transactions to which
no anounts were described, for each incone
statement presented; the dollar amount of
transactions for each income statenent
presented; and amounts due fromor to
related parties as of the date of each

bal ance sheet Fresent ed and the terns and
manner of settlement.

Under U.S. GAAP, proposed final dividends
are not recognized as a reduction of
retained earnings until theK are formlly
declared by the body with the authority to
execute dividend declarations.

A statement of cash flows is regui red under
U S. GAAP. The cash flows shoul d be
segregated by operating, financing and
investing activities. Cash and cash

equival ents general |y include cash and
investments with original maturities of less
than three months. Bank overdrafts are
considered as a current liability and are
not included in cash. Some non-cash
transactions are disclosed in a separate
note or schedul e.

A statement of the changes in sharehol ders’
equity is required under U S. .

U'S. GMAP requires reporting and display of
conpr ehensi ve income and its conponents.

* %k
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Segment reporting

Earni ngs per share (EPS)

</ TABLE>

(o

I'ndi an GAAP does not require the reporting
of financial information by mejor industry
and Peographlcal segnents. However
disclosure of turnover and inventory for
different classes of goods is required

Recently, the ICAl has issued an accounting
standard on "Segnmental Reporting", which is
effective for accounting Kears comencing on
or after April 1, 2001. The standard |ays
down principles for reporting financia
information about the different types of
products and services an enterprise produces
and the different geographical area in which
it operates

Onl'y basic EPS data is presented in the
financial statements

Recently, the ICAl has issued an accounting
standard on "Earnings Per Share", which is
effective for account|ngM%ears conmenci ng on
or after April 1, 2001, which requires

di scl osure of EPS

17

<C

D'sagggzgated information is required under
us regarding some of the operat|ng
segnents in which the conpany operates. For
each,reFortabIe segment information required
may include revenue, net income, tota
assets, revenues fromexternal custoners
revenues fromtransactions with other
operating segments of the sane enterprise
interest revenue, interest expense, and
income tax expense or benefit. This
information nust only be disclosed if it is
used,by the chief operating decision naker
in his/her measure of the conpany’s profit
or loss. Areconciliation to the
consol i dated financial statements for all
significant items including revenue, profit
or loss and total assets is also to be
provi ded

Under U.S. GAAP, conpanies are required to
make a dual presentation of basic and
diluted EPS for each incone figure included
in the incone statement
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Ri sk Factors

~Any investnment in our ADSs involves a high degree of risk. You should
consi der carefully the follow ng information about these risks, together with
the other information contained in this Annual Report, before you decide to buy
our ADSs. |f any of the followi ng risks actually occur, our conpany could be
seriously harned. In any such case, the market price of our ADSs coul d decline,
and you may lose all or part of the noney you paid to buy our ADSs.

Ri sks Related to Qur Overall Operations

Any inability to manage our rapid growh coul d disrupt our business and reduce
our profitability.

W have experienced significant 8romﬁh in recent periods. Qur tota
revenues increased 87.4%in fiscal 2001 as conpared to fiscal 2000. As of March
31, 2001, we had 9,700 enpl oyees, whomwe refer to as associ ates, worl dw de as
conpared to 5,752 associates as of March 31, 2000. W expect our Promﬂh.to pl ace
signi ficant demands on our managenent and other resources and will require us to
continue to deveIoF and i nprove our operational, financial and other interna
controls, both in India and el sewhere. In particular, continued growth increases
t he chal | enges invol ved in:

recruiting and retaining sufficiently skilled technical, marketing and
management personnel

provi di ng adequate training and supervision to maintain our high
qual ity standards; and

preserving our culture and val ues and our entrepreneurial environnent.

Qur inability to nanage our growth effectively could disrupt our business
and reduce our profitability.

Qur subsidiaries may continue to experience | osses and negative cash fl ows.

As of July 26, 2001, we owned 52.5% of the equity shares of Infoway and
100. 0% of the equity shares of VCI. Since their inception in Decenber 1995 and
January 1999, respectively, our subsidiaries Infoway and VCl have incurred
significant operating |osses and negative cash flows. As of March 31, 2001, the
cunul ative net losses incurred by Infoway were $71.0 nillion and by VCl were
$24.9 mllion. We cannot assure you that the operating | osses or negative cash
flows of Infoway and VCI will not continue or increase in the future or that
I nfoway and VCl will becone profitable.

Def erred stock compensati on expenses may significantly reduce our net incone
under U. S. GAAP

Qur reported income under U S. GAAP has been and will continue to be .
affected by the grant of warrants or options under our various enployee benefit
pl ans. Under the ternms of our existing plans, enployees were typically granted
warrants or options to Eurchase equity shares at a substantial discount to the
current market value. These grants require us to record non-cash conpensation
expenses under U.S. GAAP, anortized over the vesting period of the warrants or
opti ons. We expect to recoaglze.annrtlzatlon of deferred stock conpensation
expense in respect of our sociate Stock Option Plan, or ASOP, in the
approxi mate amounts of $11.6 million in fiscal 2002 and $2.8 mllion in fisca
2003 based on the price of our equity shares on March 31, 2001 and in connection
with both granted and ungranted warrants and options on that date. In addition,
we expect to recognize anortization of deferred stock conpensati on expense in
respect of our Associate Stock Option Plan B, or ASOP B, In the approximate
anmounts of $87 thousand in fiscal 2002 and $71 thousand in fiscal 2003 in
connection with granted warrants and options. |nfoway expects to recognize
anortization of deferred stock conpensati on expense in respect of its |nfoway
Associ ates Stock Option Plan, or |ASOP, in the approxi mate amunts of $1.5
mllion in fiscal 2002 and $0.7 nmillion in fiscal 2003 based on the price of
I nfoway’ s ADSs on March 31, 2001 and in connection with both granted and
ungranted warrants and options. Depending on the nmarket val ue of our equity
shares and Infoway’s ADSs on the dates future grants are made, anortization of
deferred stock conpensation expense with respect to ungranted warrants nmay cause
the expected amobunts to change. The size of our stock conpensation expenses has
contributed, and may continue to contribute to negative operating i ncome and
negati ve net incone for purposes of U S. GAAP. For exanple, we recogni zed
deferred stock conpensation of $38.0 million under our ASOP and ASOP B Pl ans
during fiscal 2001 and $44.2 mllion was anortized and charged to earnings.

| mpai rment of Goodwi |l on account of our Investnents may inpact our net incone
under U.S. GAAP

W nake estimates in the preparation of financial statenents including the
useful lives of goodwi |l. Changes in such estimates resulting fromevents nmany
of which are outside the control of the Conpany, may result I n the inpairnent of
goodwi I I which woul d negatively inpact our net inconme under U.S. GAAP. Such
|ﬂpact on net income may result in a reduction of the market val ue of our
shares.
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Qur revenues are highly dependent upon a snmall nunber of custoners.

W derive a significant portion of our revenues froma l|imted nunmber of
corporate custoners. |In fiscal 2001, our |argest custoner, General Electric
Company and its affiliates, accounted for 17.8% our information technol ogy, or
I T, services revenues (excluding inter-segnent revenues) and 15.5% of our tota
revenues. In fiscal 2001, our second |argest customer, State Farm Mitua
Aut oot i ve | nsurance Conpany accounted for 9.3%of our |T services revenues
%excludlngllnter-se ment revenues) and 8.1% of our total revenues. During fisca

000 and fiscal 2001, our five largest custoners accounted for 42.4% and 39. 0%
respectively, of our |IT services revenues (excluding inter-segnment revenues) and
38.4% and 34.0% respectively, of our total revenues. The volume of work
performed for specific custonmers is likely to vary fromyear to year,
particularly since we are usually not the exclusive outside service provider for
our customers. As a result, if we were to | ose one of our mmjor custonmers or
have it significantly reduce its volune of business with us, our profitability
coul d be reduced.

W dedicate significant resources to devel op international operations which may
be nore difficult to manage and operate.

In addition to our offshore IT centers in India, we have established new IT
centers in the United States, United Kingdom Japan and Singapore and Plan to
open additional international facilities. Qur |ack of experience with facilities
outside of India subjects us to risk with regard to foreign regulation and
overseas facilities managenent. Increasing the nunber of [T centers and the
scope of operations outside of India subjects us to a number of risks, including
admnistrative difficulties, currency exchange rate fluctuations, restrictions
gg?inst the repatriation of earnings, overlapping taxes and cost overruns and

el ays.

System failure could disrupt the |ines of communication our busi ness depends on

To deliver our services to our customers, we nust maintain active voice and
data conmuni cations 24 hours a day between our nmain offices in Hyderabad, our
other IT centers and the offices of our customers worldw de. Any significant
loss of our ability to transmt voice and data through satellite and tel ephone
conmuni cations could result in |ost custoners and curtail ed operations which
woul d reduce our profitability.

We an be unable to attract skilled professionals in the conpetitive | abor
mar ket .

Qur ability to execute projects and to obtain new custoners depends, in
Iarﬁe.part, on our ability to attract, train, notivate and retain highly skilled
techni cal associ at es, part|cularIY proj ect managers, project |eaders and ot her
seni or technical personnel. W believe that there is significant competition for
techni cal associates who possess the skills needed to performthe services we
offer. An inability to hire and retain additional qualified personnel wll
impair our ability to bid for or obtain new projects and to continue to expand
our business. Al so, we cannot assure you that we will be able to assimilate and
manage new techni cal associates effectively. In fiscal 2000 and fiscal 2001, we
experienced associate attrition at a rate of 12. 9% and 15.9% respectively. Any
increase in our attrition rates, particularly the rate of attrition of
experi enced software engi neers and project managers and | eaders, woul d harm our
growth strategy. We cannot assure you that we w || be successful in recruiting
and retaining a sufficient nunber of replacenent technical associates with the
requisite skills to replace those technical associates who | eave. Further, we
cannot assure you that we will be able to redeploy and re-train our technica
associ ates to keep pace with continuing changes in |IT, evolving technol ogies and
changi ng custoner preferences. H!storlcally, wage costs in the Indian IT
services industry have been significantly [ower than wage costs in the United
States for conparably skilled technical associates. However, in recent years,
wage costs in the Indian I T services industry have been increasing at a faster
rate than those in the United States, driven in part by demand for Indian
techni cal associates overseas. In the long-term wage increases may nmake us | ess
conmpetitive unless we are able to continue increasing the efficiency and
productivity of our professionals and the prices of our services.

U S inmigration restrictions could limt our ability to expand our U.S.
oper ati ons.

Qur professionals working onsite at a custoner’swgrenises in the United
States are typically required to obtain visas. As of rch 31, 2001
substantiallé all of our personnel in the United States were working pursuant to
extended H 1B visas (319 persons) or tenporary L-1 visas (684 persons). Although
there is nolimt tonewlL-1 petitions, thereis alinmt to the nunber of new

H 1B petitions that are approved in any governnment fiscal year and in sone years
recently this limt has been reached well before the end of the fiscal year. For
exanple, this |imt was reached in March 2000 for the fiscal year ending

Sept enber 30, 2000. In years in which this limt is reached, we may be unable to
obtain H 1B visas necessary to bring critical Indian technical associates to the
United States on an extended basis. Changes in.existinP U S inmigration | aws
that make it nmore difficult for us to obtain visas could inmpair our ability to
conpete for and provide services to custoners.
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Qur fixed-price contracts expose us to additional risks, many of which are
beyond our control, which nmay reduce the profitability of these contracts.

As a core el enent of our business strategy, we continue to offer a
significant portion of our services on a fixed-price basis, rather than on a
tinme-and-naterials basis. During fiscal 2000 and fiscal 2001, we derived 26.1%
and 22.2% resEectiver, of our total IT services revenues fromfixed-price
contracts. Although we use our software engineering processes and past project
experience to reduce the risks associated with estimating, planning and
perform ng fixed-price projects, we bear the risk of cost overruns, conpletion
del ays and wage inflation 1n connection with these projects. Many of these risks
may be beyond our control. Qur failure to estinate accurately the resources and
time required for a project, future rates of wage inflation and currency
exchange rates or our failure to conplete our contractual obligations within the
time frame committed could reduce the profitability of our fixed-price
contracts.

W nay be liable to our custoners for damages resulting froma systemfailure.

Many of our contracts involve projects that are critica

( . to the operations
of our custoners’ businesses and provide benefits that may be d

fficult to

[
quantify. Any failure in a customer’s systemcould result in a claimfor
substanti al danaﬂes agai nst us, regardl ess of our responsibility for such
failure. Although we attenpt to limt our contractual liability for damages
arising fromnegligent acts, errors, mistakes or onissions in rendering our
services, we cannot assure you that the linmtations of liability set forth in
our service contracts will be enforceable in all instances or | ot herwi se

wi |

protect us fromliability for danmages. We do not nmaintain liability insurance to
cover |osses fromsuch clains for damages. Assertions of one or nore |arge
clains against us could result in |lost custoners, and coul d i ncrease our costs
and reduce our profitability.

W face intense conpetition in the IT services market, which could reduce our
revenues and prevent us from maintaining our custoners.

The market for |T services is rapidly evolving and highly conmpetitive. W
expect that conpetition will continue to intensify. We face conpetition in India
and el sewhere froma nunber of conpanies, including:

Indian I T services conmpani es, such as Infosys Technol ogi es Limited,
Wpro Infotech Software & Services and Tata Consul tancy Services;

U S. IT services conpanies, such as Conputer Sciences Corporation
El ectroni c Data Systens, Accenture, Canbridge Technol ogy Partners and
Keane Inc; and

O her international, national, regional and |local firms froma variety
of market segnents, including major international accounting firns,
systens consulting and i npl enmentation firnms, applications software
firms, service groups of conputer equi pment conpani es, genera
nana?enent.consultlng firms, progranmm ng conpanies and tenporary
staffing firns.

We expect that future conpetition will increasingly include firns with
operations in other countries, pptentiallY i ncluding countries with [ ower
personnel costs than those preva|l|nP in India. A significant part of our
conpetitive advantage has historically been the cost advantage relative to
service providers in the United States and Europe. Since wage costs in this
industry in India are presently increasing at a faster rate than those in the

United States and Europe, our ability to conpete effectively will becone

i ncreasi ngly dependent on our reputation, the quality of our services and our
expertise in specific markets. ny of our conpetitors have significantly
greater financial, technical and marketing resources and generate greater
revenues than us, and we cannot assure you that we will be able to conpete
successfully with such conpetitors and will not |ose existing customers to such
conpetitors. W believe that our ability to conpete al so depends in part on a
number of factors outside our control, including the ability of our conpetitors
to attract, train, notivate and retain highly skilled technical associates, the

price at which our conpetitors offer conparable services and the extent of our
conmpetitors’ responsiveness to customer needs.

We nay be unable to recoup our investnent costs to devel op our software
products.

- W my deveIoF and mar ket our own software products, which will require
significant capita exBend!tures. To date, we have devel oped only one software
product through our subsidiary VC, in which we had invested $22.7 nillion
representing GQUII¥ and ot her advances as of March 31, 2001. W expect that the

t

markets for any software products we develop will be hiPth conmpetitive. W
cannot assure you that any products devel oped by us will be commercially
successful or that the costs of devel opi ng such new products will be recouped.

Additionally, software product revenues

20
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typically occur in periods after the periods in which the costs are incurred for
devel opnent of such products. Del ayed revenues may cause periodic fluctuations
of our results of operations.

Qur chai rman and managi ng director may continue to control our board and nay
have interests which conflict with those of our other sharehol ders or hol ders of
our

M. B. Ranalin%? Raj u, our chairman, together with his brother and our
nana%|n% director, M. B. Rama Raju, and his brother-in-Iaw and our director
M. C. Srinivasa Ra+u,.conpr|se one-hal f of our board of directors and as of
July 26, 2001, beneticially own in the agﬂregate approxi mately 11. 3% of our
out st andi ng GSUIty shares. As a result, these persons, acting together while
they are board menbers, have the ab|l|t% to exercise significant influence over
nost matters regulrlng approval by our board of directors, including the
appoi ntnent of directors to fill vacancies until the next sharehol ders’ neeting
and significant corporate transactions. This could del ay, defer or prevent a
change in control of our conpanY,.|npede a nerger, consolidation, takeover or
ot her business conbination involving us, or discourage a potential acquirer from
maki ng a tender offer or otherwise attenpting to obtain control of our conpany.

Qur lenders are entitled to appoint directors to our board of directors.

Qur Articles of Association provide |l enders the right to appoint their own
nom nees to our board of directors as long as their |oans are outstanding.
| ender may only exercise this right to the extent pernmitted under its |oan
agregnené with us. W do not currently have any | ender nom nated directors on
our board.

W nay be restricted from acquiring non-Indi an conpani es which coul d adversely
af fect our growth strategy.

W have devel oped a grow h strategy based on, anpbng other things, expanding
our presence in existing and new markets and sel ectively pursuing attractive
joint venture and acquisition oEportunltles. Under Indian |aw, an Indian conggny
Is usually required to obtain the approval of the Reserve Bank of I|ndia, or I,
and/ or the governnent of India to acquire a non-Indian conpany. If we are unable
to obtain such approvals or are delayed in obtaining them we may not be able to
fully execute our growth strategy which could adversely affect our operations.

Qur revenues are difficult to predict and can vary significantly fromquarter to
qguarter which could cause our share price to decline significantly.

Qur quarterly operating results have historically fluctuated and may
fluctuate significantly in the future. This is primarily because we derive our
revenue fromfees for services generated on a project-by-project basis. Qur
projects vary in size, scope and duration. For exanple, we have sonme projects
that enmploy only several people for a few weeks and we have other projects that
enplp¥.over 100 people for six nmonths or nore. A custoner that accounts for a
significant portion of our revenue in a particular period may not account for a
simlar portion of our revenue in future periods. In addition, customers my
cancel contracts or defer projects at any tinme for a nunber of different
reasons. As a result, our revenues and our operating results in a particular
period are difficult to predict, nay decline in conparison to correspondi ng
prior periods regardless of the strength of our business, and may not neet the
expectations of sSecurities analysts or investors. If this were to occur the
share price of our equity shares and our ADSs would |ikely decline
significantly.

Qur custoners may termnate projects before conpletion or choose not to renew
contracts, many of which are terminable at will, which could adversely affect
our profitability.

Any failure to meet a customer’s expectations could result in a
cancel [ ation or non-renewal of a contract. Qur contracts with custoners do not
conmit our custoners to BrOV|de us with a specific volune of business and can
typically be term nated our customers with or without cause, with little or
no advance notice and wi thout penalty, which could significantly reduce our
revenues. Additionally, our contracts with custoners typically are limted to a
specific project and not any future work. There are also a nunber of factors
ot her than our performance and not w thin our control that could cause the |oss
of a custoner. Qur custoners may demand price reductions, change their
out sourcing strategy by noving nore work in-house, or replace their existing
software wth Packaged software supported by licensors, any of which could
reduce our profitability.

21



Page 24

[[1]]FINEDG 80531. TX] 00024. PI P EDGAR onl y EDG 13- AUG 2001 14:34  BLK: 00-000-0000 00: 00
1]] Sat yam Conput er s Form 20- F R R Donnelley 011 65 230 3212 09080 V3.1 HHk
<PAGE>

Ri sks Related to Qur Internet Services Business

Because we owned, as of July 26, 2001, 52.5%of the equity shares of I|nfoway,
which we believe is the largest integrated Internet and el ectronic conmerce
services conpany in India based on nunber of custoners as of March 31, 2001, we
face risks related to Infoway' s business.

Infoway and its subsidiary |ndiaWwrld Communications are engaged in disputes
which, if resolved unfavorably, could inpose costs on |Infoway or have other
undesi rabl e effects.

~_Infoway and its subsidiary |ndiawrld Communications are involved in
litigation with a party located in the United States which has all eged, anpng
other things, that the activities of Indiawrld Comunications infringe a United
States trademark for the term"Indi aWwrld" and associated | ogos and trade dress
purportedly owned by this third party and that the third party has an ownership
Iinterest in the underlying technol ogy. |nfoway have been advi sed by the prior
owners of |ndiawrld Conmuni cations that no such infringenment or

m sappropriati on has taken place. This matter is currently pending in federal
court in San Diego, California. Infoway' s contract with the prior owners of

I ndi aWor | d_Cormuni cati ons includes an indemity for past infringement or

m sappropriation. Infoway and |Indi awrld Conmuni cations have al so been contact ed
by a party that alleges, anong other things, that he is entitled to an equity
omnersh|B in I ndiawrld Conmuni cations. Infoma% believes that this claimis also
covered by the contractual indemity provided by the prior owners of IndiaWrld
Communi cati ons. Nonet hel ess, any di spute such as those described above creates
uncertalnt¥ as to the possible outcone, including whether or not our indemity
will be effective in protecting Infoway, and also could divert managenment time
and attention away fromits business.

The market price of our equity shares is strongly affected by Infoway's volatile
stock price.

As of July 26, 2001, we owned 12.2 million equity shares of Infoway, which
represented 52.5% of Infoway' s outstanding equity shares. Since its initial
public offer|nP of ADSs in Cctober 1999, the trading price of Infoway' s ADSs has
ranged froma [ow of $1.79 to a hlgh of $113.0 per ADS. As a result, the public
stock price of |Infoway s ADSs owned by our conpany has ranged froma | ow of
aPprOX|nater.$87.2 mllion to a high of approximtely $5.5 billion.
Fluctuations in the price of Infoway's ADSs have had a significant inpact on the
mar ket price of our equity shares and will have a significant inmpact on the
mar ket price of our ADSs. Furthernore, because Infoway is an Internet service
provi der which owns points of access to international bandw dth, foreign
ownership in Infoway, which will include all of Infoway's ADSs, is |[imted to
74. 0% under present Indian |aw. Further, foreign ownership beyond 49% shal
require prior governnent aPprovaI. This limtation means that, unless |ndian |aw
changes, nore than 74.0% of Infoway’' s equity shares will never be available to
trade in the United States market.

The success of |nfoway s business depends on the acceptance of the Internet in
I ndia which may be sl owed or halted by high bandw dth costs and other technica
obstacles in India.

Bandwi dt h, the neasurenent of the volune of data capable of being
transported in a conmmunications systemin a given amount of time, remains very
expensive in India, especially when conpared to bandw dth costs in the United
States. Bandwidth rates are commonly expressed in terms of Kbps (kilobits per
second, or thousands of bits of data per second) or
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Mops (megabits per second, or millions of bits of data per second). Prices for

a

bandmﬁdtg capacity are set by the TRAl and have remai ned hi gh due to, anobng
other things, capacity constraints. H gh bandw dth prices have continued
notwi t hstandi ng rapid increases in demand for Internet access and a very
conpetitive pricing environment for those services which has resulted in
decreasi ng average selling prices.

The limted installed personal conputer base in India limts Infoway s pool of
otential custoners and restricts the anount of revenues that |nfoway’ s consumer
nternet access services division nay generate.

The market penetration rates of personal conputers and online access in
India are far lower than such rates in the United States. For exanple, according
to International Data Corporation, in 2000 the |ndian market contalned
aPprOX|nate!y 4.4 mllion Internet users conpared to a total population in India
of 1.0 billion, while the U S. narket contained apErOX|nater 135 million
Internet users conpared to a total population in the U S of 275 million
Al ternate nethods of obtaining access to the Internet, such as through set-top
boxes for televisions, are currently not popular in India. There can be no
assurance that the nunber or penetration rate of personal conputers in India
will increase rapidly or at all or that alternate neans of accessinﬁ t he
Internet will devel op and becone widely available in India. Wile the persona
conputer penetration level in India is relatively |ow, Infoway is addressing the
demand for public Internet access through the establishment of a retail chain of
public Internet access centers, which Infoway refers to as "cybercafes."

Al t hough this service creates a |larger nmarket, it also inposes on the operator
of the cybercafe the considerable costs of providing the consuner access to a
personal conputer and rel ated hardware and software.

The high cost of accessing the Internet in Indialimts Infomay's pool of
otential custoners and restricts the anount of revenues that [nfoway’ s consumer
nternet access services division nay generate.

Infoway’'s growh is limted by the cost to Indian consuners of obtaining
t he hardware, software and comuni cations |inks necessary to connect to the
Internet in India. If the costs required to access the Internet do not
significantly decrease, npst of India s population will not be able to afford to
use Infoway' s services. The failure of a significant nunber of additional I|ndian
consuners to obtain affordable access to the Internet would make it very
difficult to execute Infoway’'s business plan

The success of |nfoway' s business depends on the acceptance and grow h of
el ectronic comrerce in India which is uncertain and, to a |large extent, beyond
I nfoway’ s control

Many of | nfoway’'s existing and proposed Products and services are designed
to facilitate electronic commerce in India, although there is relatively little
el ectronic commerce currently being conducted in India. Demand and narket
acceptance for these products and services by businesses and consuners,
therefore, are highly uncertain. Al though the Indian Parlianment has passed the

I nformati on Technol ogy Act, 2000, several critical issues concerning the
commercial use of the Internet in India, such as |l egal recognition of electronic
records, validity of contracts entered into online and the validity of digita
signatures, renmain uncertain. In addition, nany Indian busi nesses ve deferred
purchasing I nternet access and deploying electronic comrerce initiatives for a
nunber of reasons, including the existence or perception of, anbng other things:

i nconsi stent quality of service;
need to deal with nultiple and frequently inconpatible vendors;

ingdequate I egal infrastructure relating to electronic comerce in
I ndi a;

| ack of security of commercial data, such as credit card numbers; and

=OM/nunber of I ndian conpani es accepting credit card nunbers over the
nt er net.

If usage of the Internet in India does not increase substantiaIIY and the
| egal infrastructure and network infrastructure in India are not devel oped
further, Infoway is not likely to realize any benefits fromits investnent in
t he devel opnent of el ectronic comrerce products and services.

23



Page 26

1] ] FI NEDG: [ 80531. TX] 00026. PI P EDGAR only EDG 13-AUG 2001 03:21  BLK: 00-000- 0000 00:00
1]] Sat yam Conput er s Form 20-F R R Donnelley 011 65 230 3212 54824 V3.1 ok
<PAGE>

Infoway’s ability to conpete in the Internet service provider market is hindered
by the fact that its principal conpetitor is a governnment-controll|ed provider of
i nternational telecommunications services in |India which enjoys significant
conpetitive advantages over |nfoway.

VSNL is a government-controlled provider of international
t el econmuni cations services in India. VSNL is also the largest Internet service
provider in India and, according to infornmation published on VSNL's website, had
631, 000 subscribers as of March 31, 2001. VSNL enjoys significant conpetitive
advant ages over |nfoway, including the follow ng:

Longer service history. VSNL has offered Internet service provider
servi ces since August 1995, whereas |Infoway has offered |nternet
service provider services only since Novenber 1998.

Access to network infrastructure. Because VSNL is controlled by the
Governnment of India, it has direct access to network infrastructure
which is owned by the Indian governnent.

Greater financial resources. VSNL has significantly greater tota
assets and annual revenues than | nfoway.

~Recently, VSNL has continued to aggressively reduce consuner |nternet
access prices despite the |ack of offsetting reductions in prevailing bandw dth
tariffs payable by private conpetitors, such as Infoway. In oma& bel ' eves t hat
these practices constitute an | nmproper cross-subsidy funded by VSNL's present
nmonopol y in Ionﬁ di stance tel ephone service. The.charges for internationa
gat eways and ot her services presently be|n% PrOVIded y VSNL are the subject of
a dlsFute gendlng before the TRAI and the Tel ecom Di sputes Settlenment and
Appel | ate Tribunal between VSNL and private Internet service providers,
including Infoway. Unless there is a change in governnment policy or favorable
resolution of this dispute, or until Infoway is able to reduce its bandw dth
costs through other means, Infoway will continue to face difficult market
conditions In the consuner access business.

These conpetitive issues may prevent Infoway fromattracti ng and
retai ni ng subscri bers and generating advertising revenue. This could result in
| oss of market share, price reductions, reduced margins or negative cash flow
for Infoway' s operations.

I nfoway may be required to further [ower the rates it charges for its products
and services in resFonse to new pricing nodels introduced by new and existing

conmpetition in the Internet services market which would significantly decrease
its revenues.

A significant nunber of new conpetitors have recently entered India's
recently liberalized Internet service provider market, and |nfoway expects
addi ti onal conpetitors to enmerge in the near future. As of Decenber 31, 2000,
approxi mately 437 conpani es had obtained Internet service provider licenses in
I ndia, including 79 conpani es which have obtained |icenses to offer Internet
service provider services throughout India. New entrants into the nationa
Internet service provider market in India may enjoy significant conpetitive
advant ages over Infoway, including greater financial resources, which could
allow themto charge Internet access fees that are |lower than Infoway’s in order
to attract subscribers. Since May 2000, |Infoway has offered unlimted Internet
access to consuners for a fixed price. A nunber ofllnfomay's conpetitors,

i ncluding VSNL, Dishnet and Mantra, also offer unlimted Internet access for a
fixed price. In addition, sone conpetitors offer free Internet service. These
factors have resulted in significant reduction in actual average selling prices
for consumer | SP services over the past several quarters. |nfoway expects the
mar ket for consumer Internet access to remain extrenmely price conpetitive.

o Infoway’s corporate and e-consul ting services business faces
significant competition fromwell|-established conpanies, including G obal E-
Commerce Limted, Sprint-RPG Limted and WPRO- CSD. Reliance |Infocom a menber
of the Reliance Group, is building a nationw de fiber optic network in India and
has announced plans to provi de a range of val ue-added services, including
corporate connectivity services.

Infoway’s online portal, ww.sify.com faces significant conpetition
fromwel | -established Indian content providers, including rediff.com which
conpleted its initial Eubl|c offering in the United States in June 2000. Sone of
these sites currently have greater traffic than !nfomay’s site and offer sone
features that Infoway does not. Further, the dom nant Internet portals continue
to be the online services and search engi ne conpani es based in the United
States, such as Anerica Online, Excite@one, Lycos, Mcrosoft Network and
Yahoo! . These conpani es have been deveIpPing speciaIIY branded or co-branded
products designed for audiences in specific nmarkets. Infoway expects that these
companies will deploy services that are targeted at the Indian nmarket. For
exanpl e, Yahoo! |aunched an Indian service In June 2000.
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. I ncreased conpetition HHK result in reduced operating margins or
operating | osses, |oss of nmarket share and di m ni shed value in Infoway’s
services, as well as different pricing, service or narketinP deci sions. There
can be no assurance that Infoway will be able to successfully conpete agai nst
current and future conpetitors.

The CGovernment of India may change its regulation of Infoway's business or the
terms of Infoway' s |license to provide |Internet access services without its
consent, and any such change coul d decrease Infoway’s revenues and/or increase
Infoway' s costs which would adversely affect Infoway's operating results.

Infoma¥fs busi ness is subject to governnent regulation under |ndian
[

law and to significant restrictions under Infoway's Internet service provider
license issued by the Governnent of India. These regul ations and restrictions
i ncl ude the foll ow ng:

Infoway's Internet service provider |license has a termof 15 years and
I nfoway has no assurance that the license will be renewed. If it is
unable to renew its Internet service provider license in 2013 for any
reason, Infoway will be unable to operate as an Internet service
provider in India and will |ose one of its primary sources of revenue.

The Tel ecom Regul atory Authority of India, or TRAl, a statutor¥
authority constituted under the Tel ecom Regul atory Authority of India
Act, 1997, maintains the right to regulate the prices |Infoway charges
its subscribers. The success of Infoway’s business nodel depends on
its ability to price its services at levels it believes is
appropriate. If the TRAl sets a price floor, |nfoway naY not be able
to attract and retain subscribers. Likewise, if the TRAl sets a price
ceiling, Infoway may not be able to generate sufficient revenues to
fund its operations., Simlarly, an action of the Indian Parliament my
i mpact Infoway's ability to set the prices for its services.

The Governnent of India maintains the right to take over Infoway's
entire operations or revoke, termnate or suspend its |icense for

nati onal security and simlar reasons w thout conpensation to |Infoway.
If the Government of India were to take any of these actions, |nfoway
woul d be prevented from conducting all or part of its business.

Infomay may be liable to third parties for information retrieved fromthe
nt er net .

o Because users of Infoway’'s Internet service provider service and
visitors to Infoma¥'s websites may distribute its content to others, third
parties may sue Infoway for defanation, negligence, copyright or trademark
I nfringenent, personal injury or other nmatters. Infoway could al so becone |iable
if confidential information is disclosed inappropriately. These types of clains
have been brought, sonetines successfully, against onlihe services in the United
States and Europe. O hers could also sue Infoway for the content and services
that are accessible fron1]nfomaK's websites through |inks to other websites or
t hrough content and naterials that may be posted by Infoway' s users in chat
roons or bulletin boards. Infoway does not carry insurance to protect it against
these types of clainms, and there is no precedent on Internet service provider.
liability under Indian law. Further, Infoway’'s business is based on establishing
its network as a trustworthy and dependabl e provider of information and
services. Allegations of inpropriety, even it unfounded, coul d damage |nfoway’s
reputation, disrupt its ongoing business, distract its managenment and enpl oyees,
reduce its revenues and increase its expenses.

I nfoway’ s busi ness may not be conPatibIe with delivery nmethods of |nternet
access services developed in the future.

. Infoway faces the risk that fundamental changes may occur in the
de!|verY of Internet access services. Currently, Internet services are accessed
rimarily by conmputers and are delivered bY nodens using tel ephone lines. As the
nt er net  becones accessi ble by cellular telephones, personal data assistants,
tel evision set-top boxes and ot her consumer el ectronic devices, and becones
del i verabl e t hrough ot her neans involving digital subscriber Iines, coaxial
cable or wireless transm ssion nediuns, [nfoway will have to devel op new
t echnol ogy or npd|f¥ its existing technology to acconmpdate these devel oprnents.
Infoway’'s pursuit of these technol ogi cal advances, whether directly through
i nternal devel opnent or by third party license, nay require substantial trne and
expense. Infoway may be unable to adapt its Internet service business to
al}ernate del i very neans and new technol ogi es may not be avail able to Infoway at
a

Ri sks Related to Investnents in |Indian Conpani es

We are incorporated in India, and a substantial portion of our assets
and our enployees are |located in India. Consequently, our financial performance
and the market price of our ADSs will be affected by changes in exchange rates
and controls, interest rates, governnent of India policies, including taxation

ohicies, as well as political, social and econonic devel opments affecting
ndi a.
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Political instability could seriously harm business and economic conditions in
I ndia generally and our business in particular.

During the past decade and in particular since 1991, the governnent of
I ndi a has pursued policies of economic |iberalization, including significantly
rel axing restrictions on the private sector. Nevertheless, the role of the
I ndi an central and state ﬁovernnents in the Indian econony as producers,
consuners and regul ators has remmi ned significant. Since 1996, the governnent of
I ndi a has changed five tinmes. The current government of India, forned in Cctober
1999, has announced policies and taken initiatives that supported the continued
economi c |liberalization policies that have been pursued by the previous
governnments. W cannot assure you that these liberalization policies wll
continue in the future. Recent government corruption scandals and protests
agai nst privatization could sl ow down the pace of |iberalization and
deregul ation. The rate of economic |iberalization could change, and specific
| aws and policies affecting technol ogy conpani es, foreign i nvestnent, currency
exchange rates and other matters affecting investnment in our securities could
change as well. A significant change in India s economc |iberalization and
deregul ati on policies could disrupt business and economic conditions in India
general |y and our business in particular.

Econoni ¢ sanctions inposed on India by the United States could restrict our
access to technology and Iimt our ability to operate our business.

In May 1998, the United States inposed econom ¢ sanctions against India in
response to India's testing of nuclear devices. Since then, the United States
has wai ved some of these sanctions after its discussions with the government of
I ndi a. These sanctions, or additional sanctions, could restrict our access to
technol ogy that is available only in the United States and that is required to
operate our business. W cannot assure you that any of these sanctions will
continue to be waived, that additional econom c sanctions of this nature will
not be inposed, or that these sanctions or any additional sanctions that are
i nposed wi Il not disrupt our business or increase our costs or adversely affect
the market for our ADSs in the United States.

Regi onal conflicts in South Asia could adversely affect the Indian econony and
our conpany.

~South Asia has fromtine to tine experienced instances of civil unrest and
hostilities anong neighboring countries, including between |India and Paki stan
In April 1999, India and Pakistan conducted | ong-range missile tests. Since May
1999, nilitary confrontations between India and Pakistan have occurred in the
Hi mal ayan re?|on of Kargil and other border areas. Further, in Cctober 1999, the
| eadershi p of Paki stan changed as a result of a coup led by the mlitary. Events
of this nature in the future could adversely affect the Indian econony and the
mar ket for securities of Indian conpanies, including our ADSs, and the market
for our services.

Foreign investnment restrictions under Indian |aw nay adversely inpact the val ue
of our ADSs.

Qur equity shares are traded on the Stock Exchange, Mnbai, fornerly known
as the Bonbay Stock Exchange, or the BSE, the National Stock Exchange and the
Hyder abad Stock Exchange and they nay trade on these stock exchanges at a
di scount or premiumto the ADSs traded on the New York Stock Exchange in part
because of restrictions on foreign ownership of the underlying shares.

Under current Indian regulations and practice, RBI approval is required for
the sale of equity shares underlying ADSs by a non-resident of India to a
resident of India as well as for renunciation of rights to a resident of India,
unl ess the sale of equity shares underlyin? the ADSs is through a recognized
st ock exchange or in connection with the offer made under the regul ations
regardi ng takeovers.

~ Since exchange controls still exist in India, the RBI wll aPprove t he
price at which the equity shares are transferred based on a specified fornula,
and a higher price per share may not be permitted. Hol ders who seek to convert
the rupee proceeds froma sale of equity shares in India into foreign currency
and repatriate that foreign currency fromlndia will have to obtain RBI approval
for each transaction. W cannot assure you that any required approval fromthe
RBI or any other governnment agency can be obtai ned.

Indian | aw i nposes restrictions that limt your ability to convert equity shares
into ADSs, which may cause our equity shares to trade at a discount or prem um
to the market price of our ADSs.

Under recent amendnents to Indian regulations, the depositary bank is able
to accept deposits of outstanding GQUIIY shares and issue ADRs evi denci ng ADSs
representing such equity shares, but only to the extent, and linmted to the
nunber, of ADSs converted into underlying equity shares.
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Currency exchange rate fluctuations may affect the value of our ADSs.

The exchange rate between the rupee and the U S. dollar has changed
substantially in recent years and may fluctuate substantially in the future.
During the three-year period fromApril 1, 1998 through March 31, 2001, the
val ue of the rupee agalinst the U S. dollar declined by approximtely 18.6% In
fiscal 2000 and fiscal 2001, our U.S. dollar-denoni nated revenues represented
85.4% and 82.0% respectively, of our total revenues. W expect that a majority
of our revenues will continue to be generated in U S. dollars for the
foreseeable future and that a significant portion of our expenses, including

ersonnel costs as well as capital and operating expenditures, will continue to

e denom nated in rupees. Consequently, our results of operations will be
adversely affected to the extent that the rupee aPpreplates agai nst the U S
dol | ar. Depreciation of the rupee will result in foreign currency translation

| osses in respect of foreign currency borrowings. In fiscal 2000 and fisca

2001, our foreign currency translation | osses were approximately $2.4 nmillion
and $12.4 nillion, resPectlyer. Fluctuations in the exchange rate between the
rupee and the U.S. dollar will also affect the U S. dollar conversion by the
depositary of any cash dividends paid in rupees on the eqU|tg shares represented
by the ADSs. In addition, fluctuations in the exchange rate between the Indian
rupee and the U.S. dollar will affect the U S dollar equivalent of the Indian
rupee price of our equity shares on the BSE, the National Stock Exchange and the
Hyder abad St ock Exchange, which we refer to collectively as the Indian stock
exchanges. As a result, these fluctuations are I|keIY to affect the prices of
our ADSs. These fluctuations will also affect the dollar value of the proceeds a
hol der woul d receive upon the sale in India of any equity shares w thdrawn from
t he depositary under the deposit agreenent. W cannot assure you that hol ders of
ADSs w || be able to convert rupee proceeds into U.S. dollars or any other
currency or with respect to the rate at which any such conversion coul d occur

In addition, our market valuation could be seriously harmed by the deval uation
of the rupee if U 'S. investors analyze our value based on the U S. dollar

equi val ent of our financial condition and results of operations.

The government of |ndia has recentlﬁ taken actions to curtail or elimnate tax
benefits that we have historically benefited from

W have historically benefited fromsignificant tax incentives provided
under Indian tax laws. The principal applicable incentives are:

a tax deduction for all profits derived from exporting conputer
sof tware and services; and

a 10-¥ear tax holiday in respect of inconme derived fromthe operation
of software devel opnent centers designated as "Software Technol ogy
Par ks" under the Indian tax |egislation.

As a result, the majority of our income is not subject to Indian tax and,
accordingly, our effective tax rate is far below the Indian statutory incone tax
rate of 35.0% plus an applicable surcharge. The Software Technol ogy Park tax
exenption schene has been nodified fron1%pr|! 1, 2000. Al facilities registered
in the program before March 31, 2000, which include all of our existing
facilities in India and registrations for 10 new facilities which have not yet
been constructed, will continue to benefit fromthis programunder present |aw
Over tine, as we construct additional facilities, however, the overall benefits
of this tax programto our conmpany w || decrease with a resultinﬁ increase in
our effective tax rate. W cannot assure you as to what action the present or
fuéure governnents of India will take regarding tax incentives for the IT
i ndustry.

It may be difficult for you to enforce any judgment obtained in the United
States against us or our affiliates.

. We are incorporated under the laws of the Republic of India and many of our
directors and executive officers, and sone of the experts naned in this
docunent, reside outside the United States. In addition, virtually all of our
assets and the assets of nany of these persons are |ocated outside the United
States. As a result, you nay be unable to:

effect service of process upon us outside |India or these persons
outside the jurisdiction of their residence; or

enforce against us in courts outside of India or these persons outside
the jurisdiction of their residence, judgnments obtained in United
States courts, |nclud|n% Judgnents predi cated solely upon the federa
securities laws of the United States.

W have been advised by our Indian counsel, Crawford Bayley & Co., that the
United States and India do hot currently have a treaty BrOV|d!ng for reciproca
recanltlon and enforcenment of judgnents (other than arbitration awards) In
civil and commercial matters. erefore, a final judgnent for the paynent of
noney rendered by any federal or state court in the United States on civil
liability, whether or not predicated solely upon the federal securities |aws of
the United States, would not be enforceable in India. However, the party in
whose favor such final judgnment is rendered may bring a
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new suit in a conpetent court in India based on a final judgment which has been
obtained in the United States. |If and to the extent Indian courts were of the
opi nion that fairness and good faith so required, it would, under current
practice, give binding effect to the final judgnent which had been rendered in
tPeIUQ!ted States unl ess such a judgnment contravened principles of public policy
of India.
The financial turnmoil in other countries could cause our business or the price

of our ADSs to suffer.

Financial turmoil in several Asian countries, Russia and el sewhere in the
world in 1998 and 1999 has adversely affected market prices in the world' s
securities markets, including the United States and |Indian markets. Continued or
i ncreased financial downturns in these countries could cause further decreases
in prices for securities of conmpanies |located in devel opi ng econoni es, such as
our conpany.

Conditions in the Indian securities market may affect the price or liquidity of
our equity shares and our

The Indian securities markets are smaller and nore volatile than securities
markets in nore devel oped econonies. The Indian stock exchanges have in the past
experienced substantial fluctuations in the Frlces of listed securities and the
price of our equity shares has been especially volatile. For exangle, in 1999,
our share price on the BSE ranged froma high of Rs.459.80 ($10.57) 1 n Decenber
1999 to a low of Rs.73.10 Egl. 2) in January 1999. In 2000, our share price on
the BSE reached a peak of .1,445.99 ($33.13) and a | ow of Rs.291.50 ($6.23).
In 2001, up to July 26, 2001, our share price on the BSE reached a peak of Rs.
429.70 §$9.11) and a low of Rs. 145.00 ($3.08). On July 26, 2001, the closing
price of our shares on the BSE was Rs. 146.80 ($3.11). For conparison purposes,
these prices have been adjusted to give effect to our Septemnber 1, 99
two-for-one stock split and our August 25, 2000 five-for-one stock split and an
exchange rate of Rs. 47.15 per $1.00 fromJuly 26, 2001 has been used.

The I ndi an stock exchanges.haye.also eerrienced probl emrs that have
affected the market price and liquidity of the securities of I|ndian conpanies.
These probl ens have I ncluded tenmporary exchange cl osures, the suspension of
stock exchange adninistration, broker defaults, settlenment delays and strikes by
brokers. In addition, the governing bodies of the Indian stock exchanges have
fromtime to time restricted securities fromtrading, limted price novenents
and restricted margin requirenents. Further, fromtine to tine, disputes have
occurred between |I1sted conpani es and stock exchanges and other regul atory
bodi es, which in some cases may have had a negative effect on market sentinent.
Simlar problens could occur in the future and, if they do, they could harmthe
market price and liquidity of our equity shares and our

The laws of India nmay not adequately protect our intellectual property rights.

The laws of India do not protect intellectual property rights to the sane
extent as laws in the United States, and the global nature of our |IT services
and the Internet makes it difficult to control the ultimate destination of our
products and services. For exanple, Indian statutory |aw does not protect
service marks. The misappropriation or duplication of our intellectual property
could curtail our operations or reduce our profitability.

W rely upon a combi nati on of non-discl osure and other contractual
arranPenents and copyright, trade secret and trademark |aws to protect our
i ntel lectual property rights. Owmership of software and associ ated deliverabl es
created for custonmers is generally retained by or assigned to our custoners, and
we do not retain an interest in such software and deliverables. W have applied
for the registration of "Satyant and "VisionConpass” as tradenarks in India. W
currently require our technical associates to enter into non-disclosure and
assi gnnent of rights agreenents to limt use of, access to and distribution of
our propr|etarY I'nfornmation. W cannot assure you that the steps taken by us in
this regard will be adequate to prevent ni sappropriation of proprietary
information or that we will be able to detect unauthorized use and take
appropriate steps to enforce our intellectual property rights.

. Al t hough we believe that our services and products do not infrinﬁe upon t he
intellectual property rights of others, we cannot assure you that such a claim
wi |l not be asserted against us in the future. Assertion of such clainms against
us could result in litrgation, and we cannot assure Kou that we would prevail in
such litigation or be able to obtain a |icense for the use of ang i nfringed

i ntell ectual Eroperty froma third party on comercially reasonable ternms. W
expect that the risk of infringenment claims against us will increase if nore of
our conﬁet|tprs are able to obtain patents for software products and processes.
Any such claims, regardless of their outcome, could result in substantial cost
to us and divert managenent’s attention fromour operations. In the future
litigation may be necessary to enforce our intellectual property rights or to
determine the validity and scope of the proprietary rights of others. Any
infringement claimor litigation against us could therefore result in
substantial costs and diversion of resources.

You may be subject to Indian taxes arising out of capital gains on the sale of
t he underlying equity shares.
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CGenerally, capital gains, whether short-termor long-term arising on the
sale of the underlying equity shares in India are subject to Indian capita
gains tax. For the purpose of conputing the amount of capital gains subject to
tax, Indian | aw sEeC|f|es that the cost of acquisition of the equity shares wll
be deened to be the share price prevailing on the BSE or the National Stock
Exchange on the date the depositary advises the custodian to redeemreceipts in
exchange for underlying equity shares. The period of holding of such equity
shares, for determning whether the gain is long-termor short-term conmmrences
on the date of the giving of such notice by the depositary to the custodian
Investors are advised to consult their own tax advisers and to consider
carefully the potential tax consequences of an investment in our ADSs

There may be | ess conpany information available in Indian securities markets
than securities markets in devel oped countries.

There is a difference between the |level of regulation and nonitoring of the
I ndian securities markets and the activities of investors, brokers and other
participants and that of markets in the United States and ot her devel oped
econom es. The Securities and Exchange Board of India, or SEBI, is responsible
for inmproving disclosure and other regulatory standards for the Indian
securities markets. SEBI has issued regul ations and gui delines on disclosure
requi renents, insider trading and other nmatters. There may, however, be |ess
pub!|cIY avail abl e informati on about |ndian conmpanies than is regularly nade
avai | abl e by public conpanies in devel oped economi es.

Ri sk Related to our ADSs and our Tradi ng Market

You may be restricted in your abilitY to exercise preenptive rights under |ndian
[ aw and thereby may suffer future dilution of your ownership position

. Under the Conpanies Act, 1956 of India, or the Conpanies Act, a conpany
|ncorBorated in India nust offer its holders of equity shares preenptive rights
to subscribe and pay for a proportionate number of shares to maintain their
exi sting ownershi p percentages before the issuance of any new equity shares,
unl ess the preenptive rights have been waived by adoptlng a special resolution
Ey hol ders of three-fourths of the shares which are voted on the resolution. As
. S. holders of ADSs represent 10.6% of our outstanding equity shares, you may
be unable to exercise preenptive rights for equity shares underlying ADSs unl ess
a registration statement under the Securities Act of 1933, as anended, or the
Securities Act, is effective with respect to the rights or an exenption fromthe
regi stration requirements of the Securities Act is available. Qur decision to
file a registration statement will depend on the costs and potential liabilities
associ ated with any given registration statement as well as the perceived
benefits of enablihg the holders of our ADSs to exercise their preenptive rights
and any other factors that we deem appropriate to consider at the time the
deci sion nust be nmade. W may elect not to file a registration statenment rel ated
to preenptive rights otherwi se available by law to you. In the case of future
i ssuances, the new securities nay be issued to our depositary, which may sell
the securities for your benefit. The value, if any, our depositary would receive
upon the sale of such securities cannot be predicted. To the extent that you are
unabl e to exercise preenptive rights granted in respect of the equity shares
regresgnted by your ADSs, your proportional interests in our conpany woul d be
reduced.

Hol ders of ADSs nay be restricted in their ability to exercise voting rights.

At our request, the depositary bank will mail to you any notice of
sharehol ders’ meeting received fromus together with information explaining how
to instruct the depositary bank to exercise the voting rights of the securities
represented by ADSs. If the depositary bank tinely receives voting instructions
fromyou, it will endeavor to vote the securities represented by your ADSs in
accordance with such voting instructions. However, the ability of the depositary
bank to carry out voting instructions may be limted by 6éact|cal and | ega
limtations and the terns of the securities on deposit. cannot assure you
that you will receive voting materials in tine to enable you to return voting
instructions to the depositary bank in a tinmely manner. Securities for which no
voting instructions have been received will not be voted.
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An active or liquid trading narket for our ADSs is not assured.

W cannot predict the extent to which an active, liquid public trading

mar ket for our ADSs will exist. Active, liquid trading markets generally result
in lower price volatility and nmore efficient execution of buy and sell orders
for investors. The lack of an active, liquid trading nmarket could result in the

| oss of market nekers, nedia attention and anal yst coverage. If there is no

| onger a market for our equity shares, or if we fail to continue to neet
eligibility requirenments, we may be required to delist fromthe New York Stock
Exchange and this nay cause our stock prices to decrease significantly. In
addition, if there is a prolonged decline in the price of our equity shares, we
may not be able to issue equity securities to fund our growth, which would cause
us to limt our growth or to incur higher cost.fundinP, such as short-term or

| ong-term debt. Further, if our ADS trading price falls bel ow $5. 00 per ADS, our
ADSs will be considered a penny stock and trading in our ADSs will be subject to
a set of rules adopted by the Securities and Exchange Conmi ssion that regul ate
br oker - deal er Fractices in connection with transactions in penny stocks. The
penny stock rules require broker-deal ers who reconmend penny stocks to persons
other than their established custonmers and accredited investors to nmake a
special witten suitability determ nation for the purchaser, provide themwth a
standardi zed risk disclosure docunent that provides information about penny
stocks and the nature and |l evel of risks in the penny stock market, and receive
the purchaser’s witten agreement to the transaction before the sale. These
requirenents Iimt the ability of broker-dealers to sell penny stocks. Al so,
because of the extra requirenments, many broker-dealers are unwilling to sel
penny stocks at all. As a result, if our ADSs were subject to the penny stock
rules, the market liquidity for our ADSs coul d be adversely affected.

Liquidity of a securities market is often a function of the volune of the
underlying shares that are publicly held by unrelated parties. Al though you are
entitled to withdraw the equity shares underlying the ADSs fromthe depositary
gt any tinme, there is no public market for our equity shares in the United

t at es.

The future sales of securities by our conmpany or existing sharehol ders may harm
the price of our ADSs or our equity shares.

The market price of our ADSs or our equity shares could decline as a result
of sales of a large nunber of ADSs or equity shares or the perception that such
sal es could occur. Such sales also mght make it nmore difficult tTor us to sel
ADSs or equity securities in the future at a tinme and at a price that we deem
aﬁpropr|ate. As of July 26, 2001, we have an aggregate of 309, 627,300 equity
shar es outstandln%, whi ch includes underlying equity shares of 33,350, 000 for
16,675,000 ADSs. All ADSs are freely tradable, other than ADSs purchased by our
affiliates. The remmining equity shares outstanding may be sold in the United
States.onl¥ pursuant to a registration statenent under the Securities Act or an
exenption fromthe registration requirements of the Securities Act, including
Regul ation S. W and Messrs. B. Ramalinga Raju, B. Rama Raju and C. Srinivasa
Raj u who together hold 11.3% of our outstanding equity shares as of July 26,
2001, have agreed not to offer, sell or agree to sell, directly or indirectly,
or otherw se di spose of any equity shares w thout the prior witten consent of
Merrill Lynch for 180 days from May 15, 2001, subject to specified exceptions.

Forwar d- | ooki ng statements contained in this Annual Report may not be realized.

W have included statenents

n this docunent which contain words or phrases

[
I
"estimate," "intend," "plan

such as y," "will,” "will likely result," "believe, " "expect, will
continue," "anticipate,"” " " "contenplate," "seek to,"
"future,” "objective,” "goal," "project," "should" and sinilar expressions or
vari ati ons of such expressions, that are "forward-|ooking statenents."” Actua

results may differ materially fromthose suggested by the forward-I ooking
statements due to risks or uncertainties associated with our expectations with
respect to, but not limited to, our ability to inplenment our strategy and our
growt h and expansi on.

In addition, other factors that could cause results to differ materially
fromthose estimated by the forward-1ooking statements contained in this
docunent include, but are not |limted to, general economc and politica
conditions in India, Southeast Asia, and other countries which have an inpact on
our business activities, changes in Indian and foreign |aws, regul ati ons and
taxes, changes in conpetition and other factors beyond our control, including
the factors described in this "Ri sk Factors" section. W do not intend to update
any of the forward-Iooking statements after the date of this Annual Report to
conform such statenents to actual results.

[tem 4. | NFORVATI ON ON THE COMPANY
Hi story and Devel opnent

The full legal name of our conpany is Satyam Conputer Services Limted.
Satyam was organized as a limited litability conpany under the |aws of the
Republic of India pursuant to the provisions of the Indian Conpanies Act on June

24, 1987. Qur registered office is |ocated at Mayfair Center, SP Road,
Secunder abad 500 003, Andhra Pradesh, India. CQur
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Brincipal Flace of business is the Satyam Technol ogy Center |ocated at

ahadurpal Iy Village, Qutbullapur Mandal, R R District 500855, Hyderabad, Andra
Pradesh, India, telephone number (91) 40-309-7505. Qur agent for service in the
United States is CT Corporation System 111 8th Avenue, w York, New York
10011, tel ephone nunber 1 (212) 894-8940. Qur operations are primarily conducted
bnllng|g al though a significant majority of our revenues is derived fromthe
hited States.

W effected a two-for-one stock split of our equity shares in Septenber
1999 and a five-for-one stock split of our equity shares in August 2000.

I n May
33,350,000 equity shares) in the United States and el sewhere outside of In
price of $9.71 per ADS. received approximately $152.7 million, net of
underwiting discounts, conmi ssions and other costs of this offering. On May 15,
2001, our ADSs were |listed on the New York Stock Exchange.

2001, we conELeted an offering of 16,675, 000 ADSs (representing
s ia a

Qur principal capital expenditures for the fiscal years 1999, 2000 and 2001
were conprised mainly of expansion of infrastructure facilities in India and
abroad. Qur capital expenditures ambunted to $35.2 million in fiscal 1999, $22.4
mllion in fiscal 2000 and $42.3 nillion in fiscal 2001. In fiscal 1999, our
capital expenditures were incurred mainly for expansion of offshore facilities
i n Hyderabad, Chennai and Pune and for setting up of offsite devel opment centers
in New Jersey, Atlanta, Chicago and Santa Clara in the United States. In fisca
2000, our capital expenditures were incurred mainly for expansion of offshore
facilities in Hyderabad, Pune and Bangal ore and for a mmjor upgrade in the data
and voi ce communi cation network. In fiscal 2001, our capital expenditures were
incurred nmainly for expansion of offshore facilities in Hyderabad, Chennai and
acqui sition of land in Bangal ore.

~ Qur principal capital expenditures currentlé in progress are expansi on of
facilities in Hyderabad, Bangal ore, Chennai and Pune; and in our offsite centers
in Europe and Asia Pacific, and anount to approxi mately $20.0 million, which
will be financed mainly through the proceeds of our ADS offering in May 2001 and
cash generated from operations.

Busi ness Overvi ew
Backgr ound

W are the fourth largest provider of IT services in India, based on the
amount of export revenues generated during the last fiscal year. W offer a
conpr ehensi ve range of services, including software devel opnent, system
mai nt enance, Papkaged software I ntegration, and engineering design services. W
use our global infrastructure to deliver val ue-added services to our custoners
to address I T needs in specific industries and to facilitate eBusiness
initiatives. W began groviding IT services to businesses in 1988 and as of
March 31, 2001 we had 7,798 technical associates serV|C|nP over 300 custoners
wor| dwi de. In addition to our core business of providing I'T services, we have
al so selectively invested in rel ated busi nesses. W recogni zed the inmportance of
the Internet to India and, in Decermber 1995, created Infoway, which we believe
is the largest integrated Internet and el ectronic conmerce services conpany in
I ndia, based on the number of customers as of March 31, 2001. Infoway's shares
are listed only in the United States and are quoted on the Nasdaq Nati ona
Mvar ket under the symbol "SIFY'. Through our wholly owned subsidiary in the
United States, VCI, we have devel oped Vi si onConpass, a software product for use
as a mamnagerent tool to assess and hel p i nprove busi ness performance.

Qur Core Business Segnent--IT Services
I ndustry Overvi ew

. In 2000, the worldwide IT services industry 8rEMItO approxi mately $385.0
billion, an increase of approximately 10% over 1999, and is projected to grow at
a conpound annual growth rate of 11%to reach $583.0 billion by the year 2004
according to International Data Corporation. W believe the growh of this

i ndustry is driven by the followi ng factors and trends:

I ncreased inportance of IT to businesses. In today's increasingly
conpetitive business environnent, conpani es have becone dependent on technol ogy
not only to conduct day-to-day operations, but also as a strategic tool to
enabl e themto re-engi heer business processes, restructure organizations and
r eact quicklg to conpetitive, regulatory and techanoPicaI changes. As systens
continually becone nore conpl ex, conpanies increasingly turn to external |IT
service providers to devel op and inplenent new technol ogi es and integrate them
with existing applications In which a conpany may have al ready nade a
consi derabl e i nvest nent.
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. I npact of the Internet and the enmergence of eBusiness. Businesses are
increasingly using the Internet to interact with new and eX|st|nP custoners and
create new revenue opportunities. Business conducted el ectronically over the
Internet, or eBusiness, extends beyond Internet-based applications, such as
eCommer ce websites and corporate intranets, to include packaged software tools
such as customner and.suPpIy chai n managenent software. eBusiness initiatives are
often large and difficult to manage and nust keep Face with constantly evol ving
busi ness processes and technol ogi cal innovations. |n addition, nanagi hg and
uEgradlng exi sting systens has al so becone nore critical given the Inportance of
these systenms to eBusiness initiatives. Internal |T departnments often do not
have the appropriate resources or breadth of skills necessary to execute these
initiatives. As a result, conpanies increasingly turn to outside service
providers to design, integrate, inplenent and maintain their eBusiness
applications.

Energence of a high-quality IT services industry in India. India has
emerged as a destination for conpanies seeking to engage | T service providers in
a variety of areas, including eBusiness and software design, devel opnent,

i ntegration and system nai ntenance. India s National Association of Software and
Service Conpani es, or NASSCOM estimates that export revenue generated fromthe

software and service industry in India was approximately $4.0 billion in fisca
2000 and will reach $14.0 billion by fiscal 2003. The key factors contributing
tothis rapid growth include the availability of a |arge pool of highly skilled,
Engl i sh-speaki ng engi neers and professionals, the abilrty to produce high

qual ity software applications, [ow personnel costs relative to the United States
and a tinme difference which permts work to be done during non-business hours in

the United States and Europe.

. W believe that India ranks second onIK.to the United States as the country
with the |argest popul ati on of English-speaking technical personnel. According

t o NASSCOM englneerlng coll eges and technical institutes 1n India produce
aﬁprOX|nately 22,000 conputer software professionals each year. G ven the
shortage of technical labor in the United States and other devel oped economi es,
the availability of people could be a conpetitive advantage for Indian |IT

servi ces compani es. Al so, the EDP!'Sh speaking ability of Indian technical

engi neers and professionals facilitates interaction with custonmers in the United
States and Europe and is a significant advantage conpared to non-English
speaki ng countries which also offer IT services.

I ndi an conpani es have devel oped high—qualitK met hodol ogi es. A 2001 NASSCOM
anal ysis of international quality standards of the top 400 Indian I T services
conpani es showed that 195 had acquired |1 SO 9000 and 74 nore conpanies were in
the process of acquiring the same. According to NASSCOM currently 20 |Indian
conpani es have received a |evel five assessnent under the Software Engineering
Institute's Capability Maturity Mdel, or SEI-CvMM devel oped by the Carnegie
Mellon University. Level five is the highest level attainable under the SEl-CW
standards, which assess an organi zation s quality management system and systens
engi neering processes and net hodol ogi es. The |evel five certification process

i nvol ves periodically subjecting our managenment system and systens engl neering
processes and net hodol ogies to stringent third party review and verification.
Sonme of our customers ook to an SEI-CMM certification as a threshold indication
of the quality of our processes and nethodol ogi es.

Need for |IT service providers who can provide a range of services
wor | dwi de. Many conpani es todaK need a wide range of IT services, from high
val ue- added services such as the integration and inplenentation of eBusiness and
packaged software applications to | ower-end services such as system mai nt enance
and the re-engineering of older applications. As a result, conpanies often seek
a service provider that can understand and integrate a wi de spectrum of energing
technol ogi es with existing systens and which offers a conprehensive range of
services from software design and devel opnment to system mai ntenance. In
addi ti on, as conpani es becone gl obal, they increasingly require IT support on a
wor | dwi de basis. In the eBusiness environment, service providers need to have a
c}osg relationship with custoners given the conplexity and tine sensitive nature
of eBusi ness.

W believe there is a need for full service IT service providers that have
expertise in both existing systens and new | nternet-based technol ogi es, access
to a large pool of highly-skilled technical personnel and the ability to
cost-effectively service custoners on a worl dwi de basi s.

Qur Busi ness

W believe the follow ng aspects of our business help us to address the
chal | enges faced by our custonmers in the current |IT environnent:

Conpr ehensi ve range of services. We provide our customers the ability to
neet all of their IT needs fromone service provider. Qur understandi ng of both
exi sting systens and new Internet technol ogies allows us to assist our custoners
i n the managenent and nmi nt enance of established systens and the deveIoPnent and
integration of new technol ogi es such as Internet-based custoner or.squ y chain
managenent software applications. W also help themunderstand their needs
and work with themto devel op an appropriate strategy to address these needs.
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G obal delivery nodel. W provide our services through our offshore centers
| ocated in India, our seven offsite centers located in the United States, United
Ki ngdom Jaﬁan and SingaFore and onsite teans operating on our custoners’
prem ses. T rough this gl obal network, we can provide a flexible delivery mx
that is tailored to neet our custoners’ specific needs. In addition, our globa
network of centers allows us to service our customers on a 24-hour basis and
thereby shorten the tine required to conplete projects. Qur onsite teans and
offsite centers allow us to respond quickly to custoner requests, to interact
closely with the custonmer to develop IT services where the custoners’
speci fications are not cIearIK defined and to narket services tailored to neet
t he needs of specific geographic markets.

. Focus on eBusiness. Qur eBusiness services include desiﬁning, devel opi ng,
integrating and nmintaining Internet-based applications, such as eConmerce
websites, and inplenenting and |ntegrat|n? packaged software ag@llcatlons, such
as custoner or supply chain managenent software applications. al so assi st our
Fustoners in maki ng their existing conmputing systens accessible over the

nt er net.

I n-depth_ industry know edge. W have deveIoPed significant industry
expertise I1n insurance, financlial services, manufacturing and

tel ecomuni cations. This allows us to better understand and address the | T needs
of custonmers within a particular industry. Qur technical associates include
experi enced prgject managers and software engineers with substantial experience
in providing I T services to a particular industry. W have also hired business
speci al i sts who possess the industry know edge our conpany needs to better
understand the requirements of our custoners in these sectors and assist our
software engineers in proactively designing I T services. W believe our
custoners benefit fromour ability to design and devel op applications and
services tailored to address industry-specific needs.

Adherence to high quality standards. W have a |arge pool of highly trained
techni cal associates that allows us to provide high uality services tailored to
neet our custoners’ needs. As of March 31, 2001, 53.7% of our technica
associ ates had bachel ors degrees in engineering, and 29.3% had nasters degrees
i n engi neering, technology or conputer applications. Each new techni cal .
assoclate nmust participate in a three to six-nonth software engi neering tra|n|n8

rogram and all technical associates are expected to undertake between 40 and 8
ours per year of developnent training. In addition, we have inplenmented strict
quality control prograns which forman integral part of our project nmanagenent
met hodol ogy to ensure we provide high quality services to our custoners. W have
a conpany-w de qual ity managenent system which satisfies the | SO 9001 Tickl T and
received a | evel five assessment under the SElI-CWMM standards. According to
NASSCOM only 37 conpani es worl dwi de have been assessed at level five. Among
ot her things, our systeminvolves a rigorous review of software devel opnent
processes, testing of all work, neasurenent and analysis of key quality nmetrics
and regul ar internal quality audits. Qur adherence to this system ensures that
our custoners receive tinely delivery of consistent and high-quality services.

Qur Gowth Strategy

~Qur nain goal is to be a |eading worldw de provider of conprehensive IT
services. W intend to acconplish our goal by:

~Continuing to focus on eBusiness and hi gh-val ue added services. To better
service our custoners in all key industry segnents, we intend to continue to
focus on and expand our eBusiness offerings and our other high-value added
services, such as Packaged software integration and engi neering design services.
To continue to differentiate our services and achieve recognition as a |eading
wor | dwi de provi der of conprehensive IT services, we intend to broaden our range
of Internet-based applications as new technol ogi es becone avail abl e.

Leveragi ng our existing customer base. Qur goal is to build |ong-term
stabl e busi ness relationships with our custoners to generate consistent
revenues. Wth our existing custoners, we plan to continue to expand the scope
and range of the services we provide by extending our capab|l|t|es i nto new and
emer gi ng technol ogi es and by understandi ng our custoners’ businesses. For
exanpl e, some of our custoners who initially engaged us for Year 2000 conversion
proj ects subsequently retained us to provide other IT services. In fiscal 2000
and fiscal 2001, we generated 77.1% and 80.6% respectively, of our |IT services
revenues (excluding Inter-segnment revenues) from custonmers who were custoners in
the prior year. To further strengthen our relationshi ps and broaden the scope
and range of the services we provide to existing custoners, our senior corporate
executives have specific relationship nanagenent responsibilities for our
| ar gest custoners.

Expandi ng our presence in existing markets and penetrating new geographic
markets. W plan to expand our presence in our existing markets and to establish
a presence in new geographi c markets throughout Europe and the Asia-Pacific
region. W intend to acconplish this by I everaging our existing global custoner
base to serve themin other geographic |ocations. W expect to open additiona
sal es and marketing offices I'n Europe and the Asia-Pacific region and
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to establish new offsite centers in other major markets to help us gain better
access to new custoners. W also plan to continue to hire |ocal enployees to
staff and manage our offsite centers. W believe that the use of locally hired
techni cal associates and managers working fromoffsite centers will enable us to
i ncrease our share of the local market and conpete nore effectively with | oca

I T service providers.

Continui ng to enhance our specific industry expertise. W aimto have an

i n-dept h understandi ng of targeted industries in order to identify custoner
needs in those industries and be able to proactively design and offer tailored
I T services to address those needs. By focusing on targeted industries, we
bel i eve we can devel op services that are reusable withrn an industry and thereby
[ ower our cost of delivering those services. W intend to enhance our health
care, governnent and retail | T services capabilities by hiring additiona
specialists with expertise in these industries. W have al so organi zed our
conpany by line of business, with each operating unit serving custoners in a
articular industry. W believe that our decentralized structure enhances our
ocus on our targeted industries which should further increase our |evel of
experti se.

~ Attracting and retaining quality technical associates and augmenting their

training. To attract, retain and notivate our technical associates, we plan to
continue to provide an environnent that rewards entrepreneurial initiative and
performance, including conpetitive salaries and benefits as well as incentives
in the formof cash bonuses and stock options. W also intend to continue to
devote significant resources to training our technical associates through our
Satyan1Learn|nﬁ Center in a variety of software |anguages and conputer

latforns. W have al so established the Satyam Technol ogy Entrepreneurship

rogram known as STEP, through which we provide an opPortunity for technica
associates with ideas to act as real entrepreneurs by formng joint ventures
with our conpany to devel op and market their ideas, with access to our company’s
resources, people, infrastructure and systens. These joint ventures are run by
the participating associate as virtual conpanies, and the participating
associ ate receives a fixed percentage of the equity of the joint venture,
creating a sharing of the wealth between the individual associate and our

conpany.

Enhanci ng our capabilities through joint ventures, technology alliances and
acqui sitions. W plan to continue to broaden our network of joint ventures and
technol ogy alliances with technol ogy providers, custonmers, and | T service
providers, particularly in markets in which we are not currently involved. W
enter into these joint ventures and alliances to acquire expertise in high-end
sof tware products and energing technol ogies, to add qualified personnel, to gain
access to additional custoners to invest in conpanies which service niche
markets. We will al so consider acquiring conpanies to gain ownership of specific
technol ogies and to exploit other synergies with our existing business. ile we
currently have not identified any specific candidates, we regularly engage in

di scussi ons and negotiations relating to potential investnent, joint ventures,
technol ogy alliances and acquisitions in the ordinary course of our business.

IT Service Oferings

W offer a conprehensive range of |IT services based on existing and
energi ng technol ogies that are tallored to neet the specific needs of our
custonmers. Qur | T services include:

Sof t war e devel opnent. We design, develop and install software for a variety
of IT systems. Qur apPI!cat|ons range fromsingle-platform single-site systens
tomulti-platform nultiple-site systems. A project may involve the devel oprment
of new applications or new functions for existing software aPpI|cat|ons. Each
devel opnent FrOJECt t¥p|pally i nvol ves all aspects of the software devel opnment
process, including definitionh, prototyping, design, pilots, progranm ng,
testing, installation and mai ntenance.

Syst em mai nt enance. W\ provi de mai ntenance services for |arge software
systens, which na¥é|nclude nodi fi cations and enhancenents to the system and
pr oduct supﬁort. al so assist custoners in migrating to new technol ogi es while
extending the useful life of existing systens. Projects nmay involve
re-engi neering software to mgrate applications frommainframe to client/server
architectures or to mgrate fromexisting operating systens to UNI X or W ndows
NT. For conPan!es W th extensive proprietary softmare_aPpllcatlons, i npl enenti ng
such technol ogies may require rewiting and testing mllions of |ines of
sof tware code. We perform nost of the maintenance work at our offshore
facilities using satellite links to our custoner’s system In addition, we
Paintain a small teamon the custoner’s premnises to coordi nate support

unctions.

Packaged software integration. W work with providers of packaged software
in the areas of enterprise resource Flanning, custoner rel ationshi p nmanagement
and supply chain managenent to install and Integrate these packages w th our
custoners’ existing conputer systens and with various Internet applications as
required to address the eBusiness needs of our custoners. These packaged
sof tware applications hel p enabl e conpanies to strengthen relationships with
their customers and business partners, create new revenue opportunities, enhance
operating efficiencies and inprove comuni cations. W al so custom ze this
software to nmeet the specific needs of our custoners and provide ongoi ng
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mai nt enance and support services. W have established alliances with providers
of enterprise resource planning systens, such as Oracle and SAP. W have al so
established alliances wth other conpanies who squIy customer relationship or
supply chain nanagenpnt systens and eBusiness applications for building on-line
busi nesses. In addition, we offer our custonmers applications in the areas of
busi ness and custoner intelligence, data-m ning and data-warehousing to enabl e
themto anal yze trends.

Engineering design services. Ve prpvide.engineeringudesign services using
conput er ai ded design, nodeling and engi neering tools. r engi neering design
services include conponent design, product and process analysis, and sinulations
and range from basic draw ng changes to conplex designs. In addition, our
services may involve customzing the |atest conputer aided design, nodeling and
engi neering software to specific user requirements.

eBusi ness. As part of our service offerings, we focus on solving the
eBusi ness needs of our custonmers. Qur eBusiness services include designing,
devel opi ng and nai ntai ning | nternet-based applications, such as eConmerce
websites, and integrating themw th our customers’ existing computer systens and
packaged software applications. For exanple, we have designed, devel oped and
depl oyed busi ness-t o- busi ness aPpIications for Intercontinental Steel SinPapore
to facilitate on-line trading of steel and for Ford Motor Conpany to enable
deal er integration and on-line procurenent. W have al so created
busi ness-to-consuner applications to facilitate renote banking kiosks that offer
automatic teller transactions over the Internet, on-line auctions and on-line
retail sales. W also help our custoners assess their eBusiness needs, devel op
strategies and formulate 1 npl ementation plans. Revenues derived from eBusiness
services conprised 0.1% 20.6% and 27.5% of our |IT services revenues (excluding
i nter-segment revenues) in fiscal 1999, fiscal 2000 and fiscal 2001

Delivery of IT Services

We offer our custoners flexible delivery alternatives through our offshore
centers located in India, through offsite centers which we have established in
our major markets and through onsite teanms operating at the custoners’ prem ses.

~ Ofshore centers. W typically assign a team of technical associates to
visit a custoner’s prem ses and deternmi ne the scope and requirenents of a
particul ar project. Some nenmbers of the initial teamremain onsite to facilitate
direct liaison with the custonmer, while others return to India to establish and
supervi se a larger project teamof suitably qualified technical associates to

i npl enent the project. Typically 20% of a project teamwi |l be on site depending
on the nature and conplexity of the project. Projects conpleted in our offshore
centers in India contributed 68.1% and 60.5%to our |T services revenues in
fiscal 2000 and fiscal 2001, respectively.

~ W have also entered into arrangenments with several custoners where an
entire project teamis assigned to a single custoner. Such teans, called
dedi cated of fshore centers, work fromour facilities in India and are staffed
and nanaged by us. Once the project priorities are est abl i shed by the custoner,
we, in conjunction with the customer s I T department, manage the execution of

the project. Wen needed, our dedicated offshore centers wll have equi prent
specific to the customer, or will have a separate work area with its own

security protocols. The custoner agrees to a regular Eer|od|c b||||n? anount
regardl ess of the work performed. W have an established dedicated offshore

centers for, anobng others, General Electric Appliances Products LLP, and Ford
Mot or Conmpany.

Ofsite centers. We believe that a key success factor in neeting our
custoners’ needs is our physical Presence near the custoner. Accordingly, we
have expanded and i nproved the of fshore devel opment nodel by establishing
offsite centers in our major markets. In the United States, we currently operate
four offsite centers located in Atlanta, Georgia; Chicago, Illinois; Par5|ﬁpany,
New Jersey; and Santa Clara, California. Qutside of the United States, we have
three offsite centers located in Tokyo, Japan; Basingstoke, U K ; and Singapore.
W believe our offsite centers allow us to respond quickly to customer requests,
to interact closely with the customer to develop IT services where the
custoner’s specifications are not clearly defined and to market services
tailored to neet the needs of specific geographic markets. In addition, we staff
our offsite centers with |ocally-hired nmanagers, marketers and technica
associ ates which we believe enables us to conpete nore effectively with local IT
service Proy|ders. As of March 31, 2001, 180 of our technical associates worked
in our offsite centers conpared to 101 as of March 31, 2000. Projects conpleted
at our offsite centers contributed 5.3%to our |IT services revenues in fisca
2000 and 4.8%in fiscal 2001

~ Onsite teans. Some custoners require the presence of our project teans at
their premises, particularly for mission critical or high-end projects. The
custoner’'s team and our project teamcoll aborate to develop IT services that
nmeet the custoner’s specifications. As of March 31, 2001, 1194 technica
associ ates worked at our custoners’ prem ses conpared to 548 as of March 31
2000. Projects conpleted by our onsite teans contributed 26.6% of our IT
services revenues 1 n fiscal 2000 and 34. 7% in fiscal 2001
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Quality and proiect managenent. Critical to the success of our delivery
nodel are well established quality managenent systens and sophisticated project
managerment techni ques. Accordingly, a strict quality assurance and control

gro ramforns an integral part of our processes. W are certified under |1SO 9001
icklT. In March 1999, our IT en%Lneer|ng rocess received a level five

assessnent under the Capabilit turity Model devel oped by the SEI-CW CQur

qual ity managenent systeminvolves, anong other.thln?s, a rigorous review of

sof twar e devel opnment processes, review and testing of all work products and
regular internal quality audits.

~ Maintaining a high [evel of custonmer satisfaction requires sophisticated
roj ect managenent techniques to deliver services seanlessly across nultiple
ocati ons. have devel oped, and rigorously apply, a sophisticated project
managenent net hodol ogy to hel p ensure t|neIK, consi stent and accurate delivery
of our IT services to our custoners. Through this methodol ogy, we provide our
custonmers with custonized status reports and all ow our custoners to track the
status of projects over the Internet.

Cust oners

W market our services prinarily to conmpanies in the United States, Europe,
the Mddle East and the Asia-Pacific region. Qur strategy is to seek new
custoners and at the sane time secure additional engagenents from existing
custoners by providing high quality services and by being responsive to custoner
needs. The strength of our relationships has resulted in significant recurring
revenue from existing custoners. We generated $78.4 mllion, $120.4 mllion and
$218.7 mllion in |IT services revenues in fiscal 1999, fiscal 2000 and fisca
2001, respectively, fromcustoners who were custoners in the prior fiscal year
W al so derive a significant Fro ortion of our IT services revenues froma
[imted nunber of custoners. In fiscal 2000 and fiscal 2001, our | argest
customer, General Electric Conpany and its affiliates, accounted for 15.7% and
17. 8% respect|velg, of our |IT services revenues (excluding inter-segnent
revenues) and 14.2% and 15.5% respectively, of our total revenues. ring the
same two periods, our second |argest customer, State Farm Mitual Autonptive
I nsurance Conpany, accounted for 13.1% and 9.3% respectively, of our IT
services revenues (excluding inter-segment revenues) and 11.9% and 8. 1%
respectively, of our total revenues. In fiscal 1999, our Iargest custoner, State
Farm Mut ual ~ Aut onoti ve | nsurance Conpany, accounted for 13.7% of our IT services
revenues (excluding inter-segment revenues) and 13.3% of our total revenues. In
fiscal 1999, fiscal 2000 and fiscal 2001, our five |argest customers accounted
for 40.2% 42.4% and 39. 0% respect|velg, of our IT services revenues (excluding
i nter-segment revenues) and 39.2% 38.4% and 34.0% respectively, of our tota
revenues.

Sal es and Marketing

W sell and nmarket our services through 12 nain sales and marketing
offices. In the United States, we have 5 sales and marketing offices located in
Atl anta, Chicago, Parsippany, Santa Clara, and Vienna. W also have sal es and
mar keti ng of fi ces in Basingstoke, Sydney, Singapore, Dubai and Tokyo and a
networ k of business representatives, who work on a conmission basis, in severa
countries. Qur G obal Sales and Marketing G oup, based in the United States,
coordi nates all of our marketing and sal es operations. W focus on establishing
and maintaining long-termrelationships with our custoners.

Qur sal es and narketing operations are divided into three sub-groups. One
%rouE consi sts of sal es associates who work solely on acquiring new customners.
not her group consists of account managers who market further services to
exi sting custonmers. The third group manages our many marketing alliances. As of
Phrch g , 2?05, we enpl oyed 123 sal es and marketing associ ates, of whom 8 were
ocated I n | ndia.

Joint Ventures and Alliances

W have in the past entered into, and plan to continue to enter into, joint
ventures and al|iances with technolpgymﬁrOV|ders, custoners, and | T service
providers, particularly in markets in which we are not currently involved. W
enter into these joint ventures and alliances to gain access to additiona
custoners, to acquire expertise in high-end software products and emerging
technol ogies, to add qualified personnel and to make I nvestments in conpanies
engaged 1n providing services to niche nmarkets. W believe our two nost
significant joint ventures are:

~ CE Affiliate: In Decenber 1998, we entered into a joint venture with an
affiliate of GE Industrial Systenms. The joint venture conPany provides the GE
affiliate with engineering design services, software devel opnent and system
mai nt enance services. The joint venture conpleted 40 projects in its first year
of operations. It also received | SO 9001 certification in Decenber 1999 and has
applied for 18 U S patents. Subject to the joint venture neeting performance
targets and other conditions, this GE affiliate will buy out our interest in the
joint venture in 2001 for a purchase price of $4.0 nillion. Wiile this joint
venture does not currently provide us with significant revenues, we believe this
joint venture
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is significant because it has helped us to strengthen our relationship with one
of our largest custoners, General Electric Conmpany and its affiliates.

TRWInc.: In Septenmber 2000, we entered into an agreement with TRWInc. to
forma non-exclusive joint venture to provide TRWand ot her global conpanies
wi th software devel opment, system mai ntenance and engi neering design services.
Through a conpany incorporated in Delaware to operate the joint venture, Satyam
Nhnufactur|n% Technol ogy, Inc., we own a 76.0%equity interest in the joint
venture and TRWowns a 24.0%interest. W manage this joint venture, ichis
largely focused on the autonotive sector worldwi de. TRWhas targeted to
outsource to the joint venture at |east $200 nmillion of revenues from
i nformation systens and engi neering work through Decenber 31, 2005. TRW nay
adjust this initial target revenue anount before Decenber 31, 2001, but the
adj usted target revenue anpunt cannot be | ess than $100 nmillion. As part of the
joint venture arrangement with TRW in August 2000 we issued to ESL |Inc., an
affiliate of TRW warrants to purchase 319,480 of our equity shares in exchange
for a payment of Rs.22.9 million (approximately $0.5 mllion). Each warrant
entitles its holder to purchase five of our equity shares for Rs.644.40 per
share during an exercise period fromJanuary 22, 2002 to February 21, 2002. W
believe this joint venture is significant because of the revenue we expect to
receive fromthis relationship

For additional information regarding the joint venture with TRWInc. and
the warrants issued to ESL Inc., please see "Item5. Operating and Financi al
Revi ew and Prospects--Qvervi ew-Joint Venture with TRWInc. ".

Conpetition

~ The IT services industry is highIY conpetitive and served by numerous
national, regional and [ocal firns, all of which are either existing or
potential conpetitors of our conmpany. Qur primary Indi a-based conpetitors

I ncl ude I nfosys Technol ogies Limted, Wpro Infotech Software & Services and
Tata Consul tancy Services. Qur primary U. S.-based conpetitors include Conputer
Sci ences Corporation, Electronic Data Systenms, Accenture, Canbridge Technol ogy
Partners and Keane Inc. Cenerally, our conpetitors include participants froma
vari ety of market segments, including major international accounting firnms,
systens consulting and i npl enmentation firms, applications software tirns,
servi ce groups of conputer equi pment conpani es, general managenment consulting
firms, progranm ng conpanies and tenporary staffing firms. ny of these
conpetitors have substantially greater financial, technical and marketing
resources and greater nane recognition than us. W believe that the principa
conpetitive factors in the |IT services industry include the range of services
of fered, technical expertise, responsiveness to customer needs, speed in
delivering |IT services, quality of service and perceived value. W believe that
we conpete favorably wth respect to these factors. There are relatively few
barriers to entry into our nmarkets such that we nay face additional conpetition
fromnew entrants into our markets. In addition, there is a risk our customners
naydelect to increase their internal IT resources to satisfy their |IT services
needs.

Communi cations Infrastructure

A key component of our |IT services delivery nodel is the linking of a
custoner’'s onsite systemw th our offsite and offshore centers through a
satellite conmunications network. Qur data and voi ce network, Satyamet,
connects our facilities worldw de through a high speed network with a backbone
of satellite, fiber optic and land |ines. SatKanﬁbt all ows projects to progress
and software apﬁl|cat|ons to be installed without the need for extensive
attendance at the custoner’s premises. Sinmilarly, day-to-day maintenance of a
custoner’s systemcan be carried out |argely fromone or nore offsite or
of fshore centers with only a few mai ntenance professionals required to be
stationed at the custonmer’s prem ses. W | ease dedicated tel ecomunication |ines
from VSNL and Software Technol ogy Park of India which pernmt data conmunication
between our facilities in India and between such facilities and our custoners’
facilities abroad. Al of our Indian satellite |links termnate at our
communi cation hubs in Vienna, Virginia and Parsippany, New Jersey. Fromthe
Vi enna and Par si ppany conmuni cati on hubs, we connect our offshore centers in
India to our offsite centers in the United States through high speed networks
and to customers’ systens through |eased lines, the Internet, the custoner’s own
network or a network operated by third parties.

~I'n Decenber 2000, we conpleted a najor upgrade of SatyanNet to enhance and
optimze network efficiency across all operatlnﬁ [ ocations. This upgrade has
enhanced our aggregate |inks capacity by nore than 100.0%in different
bandwi dt hs, which cater to the networking requirenents of approximtely 7,000
wor kst ati ons across various geographic |ocations. W current | ease five 512
kbps international |inks and one 64 kbps international link. In addition, we
have 256 kbps conmmitted information rate high speed |inks connecting various
cities in India, and our intra-city links are connected by 2048 kbps |ines
expandabl e up to 8192 kbps. We can add or reduce the nunber of such |inks based
on capacity needs.

During business hours, the average |oading of SatyamNet is currently
approxi mately 50% of total capacity, with sudden bursts in usage reaching
approximately 75% Qur network has extra capacity avail able to service new
custoners in the i mediate future and to pernmit sudden bursts of data transfer
and ot her contingent uses.
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W have not exFerienced anK si%nificant.dpmptine in our conmunications
network during the last 12 nonths. To help nmininize the |ikelihood of downtine
in our voice and data conmuni cations network, we have built redundancy and

al ternative pathways into our network. For exanple, npbst of our conmmunications
take place over international |inks. Each office that has its own internationa
link also has a inter-city link to another nearby office, which provides an
alternative Fathmay for international communications if the office’ s own

i nternational Iink breaks down. W have al so provided |ISDN Iinks as a back-up
for the intra-city links. W also stock spare parts for our network equi pment so
we can quickly repair equi pnent breakdowns.

The terns of our custoner contracts often inpose particular confidentiality
and security standards. W have independently established a system of security
nmeasures to protect our conputer systens fromsecurity breaches and conezter
viruses that may attenpt to gain access to our communications network.
maintain a firewall at the entry point of the network which checks incom ng data
for viruses and unaut horized access before they are transmtted on SatyamnNet.

Al traffic received at our facilities in India is again checked for viruses,
with contaminated files quarantined. W have arrangenents with two virus
protection vendors for the autonmatic identification of viruses and the dispatch
or devel opnent of appropriate software counterneasures. W backup our data on a
regul ar basis to protect against |osses. W have also created a secondary site
in New Jersey for contingency and di saster recovery purposes.

Facilities

Qur corporate headquarters, the Satyam Technol ogy Center, is located in
Hyder abad, India. W own this facility, which provides a nodern workspace for
approxi mately 1400 software engineers in two buil dings covering an aggregate
area of approxi mately 173,000 square feet, which are |inked to our other
facilities through our SatyamNet. The Satyam Technol ogy Center al so has
recreational facilities and housing for up to 400 associ ates and covers an
approxi mately 140,000 square foot area.

| ocated in Bangal ore,

W al so have additional software technology centers
ities aggregating

ies i gﬂ

X

t
Bhubaneshwar, Chennai, Hyderabad and Pune, with faci
approxi mately 570,000 square feet. W own the facilit i n Bhubaneshwar and
| ease our other facilities with terns ranging fromsix years to nine years. Each
facility is equipped with conputers, servers, teleconmunications |ines and
back-up electricity generation facilities sufficient to ensure an uninterrupted
power supply.

~ In addition to the offshore centers in India, we operate offsite centers in
na+or markets to establish a |ocal presence closer to our custoners. Qur four
offsite centers currently operating in the United States are |ocated in Atlanta,
CGeorgi a; Chicago, Illinois; Parsippany, New Jersey and Santa C ara, California.
Qutside the United States, we operate three offsite centers in Tokyo, Japan

Basi ngst oke, United Kingdom and Singapore. W |ease all of our offsite centers
with terms ranging fromtwo years to seven years.

W have plans to construct new facilities on our own | and in Bangal ore,

Pune and Hyderabad and in other locations in India with overall plans to

i ncrease associ ate capacity by approximately 1,000 in fiscal 2002. W al so have
glans construct our facilities in existing as well as in new offsite centers.

he expansion of facilities will inprove our ability to to neet grow ng business
demand. These proposed expansion of facilities primarily include construction of
new facilities and addition of equipnment in our own land in Hyderabad and
Bangal ore; expansion of facilities 1n new | eased prenises in Pune and Chennai
The investnent in these expansions is estimated to be around $ 25 nmillion and
woul d be financed through proceeds of our ADS offering in Nh% 2001 and cash
?ener?tggo;ron1operatlons. These facilities are expected to be conpl eted by

i sca .

O her Busi ness Segnents--Internet Services
Busi ness Overvi ew

~As of July 26, 2001, we owned 52.5% of the equity shares of I|nfoway. W
believe Infoway is the |argest integrated Internet and el ectronic commrerce
services company in India, offering end-to-end solutions with a conprehensive
range of products delivered over a conmmon Internet backbone infrastructure.
Infoway's primary businesses include the foll ow ng:

cor porate network/data and e-consulting services;

consuner |nternet access services; and
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online portal and content offerings.

I nfoway’ s conprehensive range of products and services enables its business
and consunmer custoners to communicate, transmt and share information, access
online content and conduct business renotely using Infoway' s private data
network or the Internet.

~ Infoway began providing corporate network/data and e-consulting services to

busi nesses in April 1998, and as of March 31, 2001 Infoway had nore than 650
corporate custoners. Infoway |aunched its Internet service provider business in
Novenber 1998, becoming the first private Internet service provider to begin
service after the Indian governnent, which controls the |argest Internet service

rovider in India, opened the market to private conpetition. Infoway currently

as nore than 460,000 subscribers for its SatyanOnline services. Infoway also
operates an online portal, wwvsify.com and related content sites specifically
tailored for Indian interests worldwide. Sify.comis one of India s |eading
portals with services in areas such as news, travel, finance, health and
shopping in addition to e-mail, chat and search. During March 2001, |nfoway’s
websi tes generated approximately 180 nmillion page views.

InfomaY is seeking to become the premier integrated Internet and el ectronic
conmer ce sol utions provider to businesses and consuners in India. W believe
that demand for Infoway' s services is significant in India and growing rapidly
as busi nesses and consuners seek alternatives to the conmuni cations services

of fered by India s governnent-controlled tel ecom providers.

I ndustry Overvi ew

According to International Data Corporation, the total number of |nternet
users worldwide is expected to grow at a conpound annual growth rate of 27%from
approximately 196 million in 1999 to 502 million in 2003. We believe that the

' arge and i ncreasing nunber of hone and office conputers linked to the Internet,
advances in network design, increased availability of Internet-based software
and apPI|pat|ons, t he emergence of useful content and el ectronic conmerce

t echnol ogi es, and conveni ent, fast and i nexpensive Internet access will continue
to drive Internet growh and usage in the near future. International Data
Corporation estimates that revenue fromlnternet web hostlng.serV|ces wor | dwi de
will grow at a rate that averages 96.0% annually from$0.8 billion in 1998 to
$11.8 billion in 2002, International Data Corporation also estimtes that
revenue from el ectroni c conmerce spending worldwide will grow from $111 billion
in 1999 to $1,317 billion in 2003.

. As.mﬁth.nanr devel opi ng nations, the teleconmunications infrastructure in
India historically has been controlled by government-controlled tel ecom
providers. The resulting service has been and remmins inferior to service in
devel oped countries. At the sane tine, however, the Indian econony continues to
noder ni ze and expand, particularly in sectors such as software devel opnent that
are dependent on a reliable communications network. The growth of these
industries is |leading to an increasing base of personal conputers and wired
honmes and businesses in India with a resulting I ncreased demand for Internet
services. W believe these trends, which mirror trends in nore mature econormies,
will continue to develop in India. Set forth belowis a table summarizing
International Data Corporation’s projections for Internet use and el ectronic
conmer ce revenue in India:

<TABLE>
<CAPTI O\>
Annual i zed
2000 2005 Gowh
(innillions, except annualized grow h)

<S> <C <C <C
Indian Internet USers................covviiiiinriinnnnnnn. 4.4 37.6 53%
Indian installed personal and network computer base....... 4,2 33.0 51%
Indian Internet CONMMBICE FEVENUES. ... vvvviieeeenenn $393 $27, 000 134%
</ TABLE>

~ W believe that the gromﬁh of the Internet and other network services in
I ndi a has been inhibited Y relatively high costs and poor user experiences
caused by an inadequate tel econmunications infrastructure and sl ow network
connection speeds. Infoway is comitted to expandi ng and enhancing its private
net wor k backbone and to providing high quality technical support to attract
users to its services. W believe that Infoma¥'s products and services provide
its custonmers with the ability to exchange infornmation, conmunicate and transact
busi ness over the Internet with speed, efficiency, reliability and security
superior to other Internet service providers.

Growm h Strategy
Infomay’s goal is to becone the premier integrated Internet and el ectronic
u

commer ce solutions provider to businesses and consuners in India. |Infoway' s
princi pal business strategies to acconplish this objective are:
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Invest in the continued enhancenent and expansion of its network
infrastructure to support custoner growth, enter new narkets and
accommodat e i ncreased custoner usages;

I ncrease penetration in its existing markets by expandi ng awar eness of
the "SatyanOnline" brand name to capitalize on its first nover
advant age in India;

Expand its products and services with new technologies to enable its
custoners to use the Internet nore effectively;

Strengthen its Internet portal and other Internet content websites
with more content tailored to Indian interests worl dw de;

Expand its custoner distribution channels through strategic alliances
to take advantage of the sales and marketing capabilities of its
strategic partners; and

Pursue selective strategic investnents, alliances and acquisitions to
expand its custoner base, increase utilization of its network and add
new t echnol ogies to its product m Xx

Internet Service Offerings

Corporate Network/Data and e-Consulting Services. Infoway offers a
conprehensi ve suite of technol ogy products and network-based services that
provide its corporate custoners W th conprehensive Internet and private network
access. Infoway s products and services enable its corporate custonmers to offer
a full range of business-to-business and el ectronic conmerce-rel ated services.
%n{Fmay's corporate network/data and e-consulting services consist of the

ol | owi ng:

I nternet access. Infoway offers continuous high-speed Internet access,
as well as dial-up Internet access, to businesses in India.

Private network services. Infoway offers a wide variety of private
network services for both small and | arge corporate custoners.

Busi ness-t 0- busi ness commerce applications. |Infoway delivers conplete
data transfer and business-to-business el ectronic commerce .
applications to its corporate custonmers through its relationships with
key vendors of Internet-related hardware, software and services.

\\eb- based services. Infoway provides conprehensive website design
devel opnent, inplenmentation and hosting services.

Data Center. Infoway' s 20,000 square foot data center in Minba
§Bonbay) has been designed to act as a reliable, secure and scal abl e
acility to host mission-critical applications with the capacity to

host 4,000 servers.

nitiatives in Infoway’'s corporate network and technol ogy services

Recent t
de:

i
busi ness inclu

I nternati onal Gateways. Infoway has | aunched private internationa
%atemays to the Internet in partnership with Singapore .

el ecommuni cations Ltd., Loral Cyberstar and New Skies in five
strategic cities in India. These private international gateways enable
Internet users to access globally available data faster and provide
enhanced service to custoners.

Northern California Branch. In connection with Infoway’'s acquisition
of Indiaplaza.com Infoway recently deternmined to open a branch in San
Jose, California to focus on corporate network and e-consulting
services opportunities in the United States.

SafeScrypt Limited. In partnership with Verisign, a |eading provider
of Internet trust services, Infoway has fornmed a whol | y-owned
subsi di ary, SafeScrypt Limted, to provide nmanaged digita
certificate-based authentication services in India.

I nfoway’ s corporate network/data and e-consul ting services division
accounted for approximately 87.1% 42.5% and 64. 6% of | nfoway’s revenues in
fiscal 1999, 2000 and 2001, respectively. The decrease in corporate network and
e-consul ting services division revenues as a percentage of total revenues from
fiscal 1999 to fiscal 2000 was due to
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I nfoway’ s introduction of consumer |Internet access services in Novenber 1998.
The increase in corporate network and e-consulting services division revenues as
a percentage of total revenues fromfiscal 2000 to fiscal 2001 was due to the
growm h of I'nfoway’'s corporate custoner base conbined with increased conpetition
and pricing pressures in the consumer Internet access services division. Recent
trends cause us to believe that corporate services will continue to be the
| argest part of Infoway’'s business for the inmediate future.

_Consurer Internet access services. Infoway offers dial-up Internet access,
e-mai |l and web page hosting to consunmers in India through convenient online
regi stration and user-friendly software. In Novenber 1998 after deregul ation of
the Internet service provider market in India, Infoway |aunched its I'nternet
service provider business and became the first private Internet service provider
|nblnd!g. As of March 31, 2001, Infoway had 460, 000 consumrer | nternet
subscri bers.

In addition, Infoway offers public Internet access to consumers through
cybercafes, which it refers to as "iways." Because the personal conputer
penetration rate in India is relatively [ow, iways are deS|gned to provide
public Internet access to the significant portion of the Indian popul ati on that
does not own a personal computer. As of March 31, 2001, Infoway operated 301
iways in six cities. Infoway is the second | argest national provider, and the

| argest private provider, of Internet access and Internet services to consuners
and businesses in India, based on the nunber of subscribers as of March 31
2001. Currently, the largest national Internet service provider in Indiais
VSNL, which is majority-owned by the Indian governnent.

Infomar's consuner |nternet access services division accounted for
approxi mately 12.9% 52.5% and 26.3% of its revenues in fiscal 1999, 2000 and
2001, respectively. The increase in consuner Internet access services division
revenues as a percentage of total revenues fromfiscal 1999 to fiscal 2000 was
due to the introduction of Infoway' s consuner Internet access services in
Novenber 1998. The decrease in consumer Internet access services division
revenues as a percentage of total revenues fromfiscal 2000 to fiscal 2001 was
due to the growth of Infoway' s corporate customer base conbined with increased
8pnpet|t|on and pricing pressures In the consuner Internet access services

i vision.

Online portal and content offerings. Infoway operates an online portal
www. si fy.com that functions as a principal entry point and gateway for
accessing the Internet by providing useful web-related services and |inks.
Infoway also offers related content sites specifically tailored to Indian
interests worldwide in six local Indian | anguages. Sify.com generated 180
mllion page views in March 2001

| ndi aWr| d Commruni cations. | nfoway conpleted the acquisition of

I ndiaWrld in June 2000. Prior to its acquisition by Infoway,

I ndi awor | d Communi cations was a | eadi ng provider of Internet content
and services in India.

Online Trading in Securities. Infoway formed a joint venture with
Refco Group Ltd. to neet the gromnng demand anong | nternet subscribers
for online investing services in India. The joint venture will offer
online equity and futures trading for retail custoners once online
trading is inplemented by the stock exchanges in India, as well as
execution and clearing services for financial institutions. |nfoway
has a 40% ownership interest in the joint venture.

Online Travel Services. Infoway entered into a tie-up with AFL
Indtravels, the Indian affiliate of Carlson Wagonlit Inc., to offer
online air travel, hotel and car hire services on sify.com

Anerica Online - ACL Instant Messenger. Infoway has a multi-year
agreenment with AnericaOnline to distribute a co-branded version of the
AQL I nstant Messenger service to Infoway’'s custoners.

Criclnfo Limted Investnent. In July 2000, |Infoway acquired a 25%
stake in Criclnfo Limted. Criclnfo Linmted operates wwv cricinfo.com
which is one of the nost popular cricket sites in the world. Infoway
receives a portion of the revenues generated from advertisi ng and

el ectroni c commerce business generated by www. cricinfo.cons India
site.

I ndi apl aza. com Acqui sition. In July 2000, Infoway entered into an
agreenment to acquire all of the outstanding capital stock of .

I ndi aPl aza. com Inc., a private conmpany incorporated in California.
I nfoway conpleted this acquisition in Decenber 2000. Indiapl aza.com
operates an online shopping nall catering to Indian interests.

Prior to fiscal 2000, this division did not constitute a material portion
of Infoway' s total revenues. In fiscal 2000 and 2001, Infoway’s online Eorta
and content offerings division accounted for approxi mately 5. 0% and 8. 1%
respectively, of Infoway’'s total revenues.
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Strategic Alliances

InfomaY mai nt ai ns a nunber of strategic.relationshiPs with keY vendors of
Internet-related hardware, software and services. Some of these relationships
are exclusive to Infoway 1 n India, subject in some cases to m ni num sal es
t hreshol ds. These relationships result in two significant benefits. First, they
FrOVIde Infoway with the ability to offer valuable Products.and services to
nfoway’'s custoners in India. In addition, these relationships help Infoma%
market its services by providing it with access to its partners’ customer bases.
I nfoway’s network and rel ated services are focused on neeting the needs of
corporate custoners, particularly in manufacturing and service organi zations,
whi ch have a need to coordinate their activities with satellite operations such
as dealers, distributors, agents and suppliers. Broadvision, Open Market,
Sterling Commerce and UUNet Technol ogi es are anong Infoway's strategic partners.

Technol ogy and Network Infrastructure

I nfoway currently oEerates India’s |argest national Internet protoco
private data network with 51 points of presence serving nore than 220 cities
across India, representing an estinmated 90% of the installed personal conputer
base in India. A point of presence is commopnly defined as the abilitY to access
online services in a market through a |ocal telephone call or |ocal [eased
lines. Infoway owns and operates its network facilities and custoner service
operations which gives it greater control over the utilization and quality of
its network. Infoway has designed and built its network using advanced .

t echnol ogi es and equi pnent which allows it to continue to eannd t he geograph|c
range of its network, integrate inproved data processing technol ogi es an
enhance speed and capacity with little or no disruption to its custoners.

Conpetition

I nfoway faces conpetition in each of its markets and we expect that this
conmpetition wll intensifY as the market in India for corporate network services
and technol ogy products, Internet service provider services and online content
devel ops and expands. |Infoway conpetes on the basis of service, reliability and
custoner support. Price and ease of use are al so conpetitive factors.

Cor porate network/data and e-consulting services. Infoway' s conpetitors for
nanY private network services include government services, conpanies that have
built and operate their own private data networks, satellite conmunications
agenci es, such as Bharti BT, Consat, HCL Commet and Hughes, and terrestria
networ k providers, such as G obal Electronic Conmerce Services, Sprint RPG (a
joint venture between Sprint and RPG Group) and W proNet Ltd.

Consuner Internet Access Services. Infoway' s principal conpetitor is VSNL,
t he government-controlled tel ecomprovider. VSNL currently has S|ﬂn|f|cantly
nore subscribers than Infoway does because private conpanies, such as I|nfoway,
were not pernmitted to enter the Internet service provider market until Novenber
1998. As of Decenber 15, 2000, approximately 437 conpani es had obtai ned Internet
service provider licenses in India. W expect other conpetitors to emerge in the
future and for prices to continue to fall as nore conpetitors enter the market.

Si nce May 2000, Infoway has offered unlimted Internet access to consumers
for a fixed price. A number of Infoway s conpetitors, including VSNL, Dishnet
and Mantra, also offer unlimted Internet access for a fixed price. In addition
at | east one of Infoway s conpetitors offers free Internet service. |nfoway
expects the market for consumer Internet access to becone increasingly price
competitive as late market entrants attenpt to acquire custoners.

Recently, VSNL has continued to aggressively reduce consuner |nternet
access prices despite the lack of offsetting reductions in prevailing bandw dth
tariffs payable by private conpetitors, such as Infoma%. We believe that these
practices constitute an inproper cross-subsidy funded by VSNL's present nonopoly
In long distance tel ephone service. The charges for international gateways and
ot her services presently bEInE provi ded by VSNL are the subject of a dispute
gend|ng before the TRAI and the Tel ecom Di sputes Settlenent and Appell ate

ri bunal between VSNL and private Internet service providers, including |Infoway.
Unl ess there is a change in governnent policy or favorable resolution of this
di spute, or until Infoway is able to reduce its bandw dth costs through other
means, It will continue to face difficult narket conditions in the consuner
access busi ness.

I'n addition, Infoway could face conpetition from conpani es that devel op new
and innovative techniques to access the Internet. Al thoug gromnnP raB|dIy,
Internati onal Data Corporation estimates that India had an Installed base of
only apprOX|nateIK 4.2 mllion personal conputers in 2000. Technol ogy permtting
a connection to the Internet through alternative, |ess capital intensive nmeans
is likely to be attractive to Indian consuners. A nunber of conpanies are
pl anni ng al ternative Internet access devices, such as set-top boxes for
televisions, to create demand for Internet services in excess of that which
coul d be supported bY the installed base of personal conputers. The provider who
devel ops this technology is likely to have a significant advantage in the
mar ket pl ace.
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Online Portal. There are several other conpanies in India that have
devel oped websites, including rediff.comwhich conpleted its initial public
offering in the United States in June 2000 and others, that are designed to act
as Internet portals. These sites currently have greater traffic than Infoway's
site and offer some features that Infoway does not. Further, the dom nant
Internet portals continue to be the online services and search enP|ne conpani es
based in the United States, such as America Online, Excite@one, [nfoseek
Lycos, Mcrosoft Network and Yahoo!. These conpani es have been develop|n?
speci al |y branded or co-branded products designed for audiences in speciftic
mar kets. I nfoway expects that these conpanies will depIoK services that are
Bargegggoat the I ndian market. For exanpl e, Yahoo! |aunched an Indian service in

une .

To be conpetitive, Infoway nust respond pronptly and effectively to the
chal | enges of technol ogi cal change, evolving standards and | nfoway’s
conpetitors’ innovations by continuing to enhance its products and services, as
well as its sales and marketing channels. Increased conpetition could result in
| oss of nmarket share, reduced prices or reduced nargins, any of which could
adversely affect Infoway's business. Conpetition is likely to increase
shgn|f|cantly as new conpani es enter the market and current conpetitors expand
their services.

Gover nment Regul ation

I nfoway is subject to conprehensive regulation by the M nistr¥ of
Communi cati ons through the Tel ecom Conmi ssion and the Departnent o

Tel ecommuni cati ons, or DOT, pursuant to the provisions of the Indian Tel egraph
Act of 1885, or Tel egraph Act, the India Wrel ess Tel egraphy Act, 1933, or
Wreless Act, and the terms of the Internet service provider |icense agreemnent
Infoway entered into with the DOT under which | nfoway operates. Pursuant to the
Tel egraph Act, the provision of any tel ecomruni cations services in India
requires a license fromthe Governnent of India, obtained through the DOT. Wile
the Tel egraph Act sets the legal framework for regulation of the

t el ecommuni cati ons sector and the Wreless Act regul ates the possession of

W rel ess telegraphy equi pment, nuch of the supervision and regul ati on of Infoway
is inplenented nore infornmally through the general administrative powers of the
DOT, 1ncluding those reserved to the DOT and ot her governnental agencies under
Infoway's |icense.

In March 1997, the Covernment of India established the TRAI, an independent
regul atory authorlt\éA under the provisions of the Tel ecom Regul atory Authority
of India Act. The TRAl also has the authority to, fromtime to time, set the
rates at which donestic and international teleconmunications services are .
provided in India. The TRAl does not have authority to grant |licenses to service

roviders or renew |licenses, functions which remain with the DOT. Failure to
ol  ow TRAI directives HHK lead to the inposition of fines. Decisions of the
TRAI may be appeal ed to the Tel ecom Di sputes Settl ement and Appellate Tri bunal

Infoway entered into a |license agreement with the Department of .
Tel ecommuni cations, or DOT, under which it was granted a |icense to provide
national Internet services on a non-exclusive basis. The termof its license is
15 years, and it can be revoked by the DOT if |Infoway breaches the terns and
conditions of the |icense. The retains the right to take over Infoway’s
network and to nodify, revoke, termi nate or suspend the terns and conditions of
the license at any tine if, inits opinion, it Is necessary or expedient to do
so in the interest of general public, or for the proper operation of the
t el ecommuni cations sector or for security considerations. The DOT al so retains
the right to reviewthe terms of Infoway s |icense based on changes in nationa
t el econmuni cations policy. Infoway is not allowed to assign or transfer its
rights under the license without the prior witten consent of the DOI.

~Until recently, Governnent of India policies linmted the total foreign
equity in an Internet service provider to 49% Infoway's |license currently
provides that the total foreign equity in Infomaﬁenay not, at any time, exceed
49% of Infoway' s total equity. In May 2001, the Departnent of Commrerce and
Industry increased the limt on foreign direct investnment for I|nternet
conpani es, such as Infoway, from49%to 74% The adninistrative process to
i npl enent this policy has commenced, and we expect that Infoway will apply to
the DOT to anmend its license to increase the total foreign equity restriction
contained therein from49%to 74%

Infoway may be required to inmport into India computer hardware and I nternet
rel ated software purchased fron1fore|%2 manuf acturers for business purposes.
These inmports will be subject to the Export and |Inmport Policy as declared by the
Mnistry of Commerce. At the time of inport, Infomag will be required to pay a
custons duty pursuant to the Custons Tariff Act, 1975.

Facilities

I nfoway’ s approxi mately 100,000 square foot corporate headquarters is
located in Chennai (Madras), India. |Infoway maintains a network operations
center located in Chennai and a 20,000 square foot data center in Minbai
(Bombay). Infoway’'s Chennai facility houses its central network servers as wel
as its network staff which nmonitors network traffic, service quality and
EguipnFnt at all its points of presence to ensure a reliable Internet service.

st o
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I nfoway' s points of presence are staffed 24-hours-a-day, seven-days-a-week

I nf oway has backuE power generators and software and hardware systens designed
to prevent network downtine in the event of systemfailures. In the future,
Infoway may add additional facilities to supplement or add redundancy to its
current network monitoring capability.

Qur Ot her Busi ness Segnents--Software Products

Through our wholly owned subsidiary in the United States, VCl, we have
devel oped Vi si onConpass, a software product for use as a nmanagenment tool to
assess and hel p i nprove business pertornmance. VisionConpass software all ows
executives to set, analyze and proactively nmanage strategi c business prect|ves
on an ongoi ng basis. The software is designed to provide managenent with a
nmeani ngf ul view of data, reconmmrend courses of action to achi eve specified
strategi c objectives and nonitor progress towards achieving those objectives.
Usi ng Vi si onConpass, perfornmance Indicators are set, tracked and neasured for
bot h processes and FeoEIe. Vi si onConpass tracks specific el ements such as staff
utilization, billable hours, recruitnent status, pricing and project and service
i ssues. The sgsten1also generates reports al erting managenent when performance
slips and enabl es conmpany personnel to collaborate across all levels to
i mpl enent a sol ution.

The software supports a variety of managenent nethodol ogi es, which define
operational processes and other approaches to keep conpani es aligned towards
achi eving their objectives. VisionConpass also interfaces with enterprise system
sof tware such as enterprise resource plann|n?, custoner rel ationshi p managenent,
human resource information system and sales torce automation, to assess and
collate data to generate neani ngful, cross-organizational business intelligence.

After an initial version of VisionConpass was rel eased in March 2000, VC
focused on the devel opnent of a web-based version of VisionConpass and
enhancenent of the product through the addition of new features. The new
version, VisionConpass 2.35, was released in Decenber 2000 and can be used
across corporate Intranets and Extranets and the public Internet.

VCl's sales and narketing strategy will target Fortune 1000 conpanies in
t he manufacturing, professional services and tel ecomunications markets,
utilizing both a direct sales force and sel ect channel partners. VisionConpass
al so plans to advertise in business publications and trade journals, as well as
participate in IT trade shows. In April 2001, we decided to restructure VCl by
reduci ng product devel opnent and general adm nistrative expenses. See "ltem5
Operating and Financial Review and Prospects--Liquidity and Capital Resources."

VCl conpetes with vendors who primarily provide organizational performance
sof tware, such as Business Cbjects S. A, Hyperion Solutions Corp. and
Hurm ngbi rd Ltd, who have nore resources and are nore established than VCl. VC
believes that it conpetes based on features such as collaboration and .
conmuni cati on with perfornmance anal ysis and business intelligence functionality.

Research and Devel opnent

Qur research and devel opment efforts are focused on devel opnent services
required by our existing customers or as needed to attract new customers. As of
March 31, 2001, we enpl oyed 38 associ ates dedi cated to our research and
devel opnent activities. In addition, our managenent and other operationa
personnel are also involved in research and devel opnent activities. W have
applied for one patent in the United States related to VisionConpass. W expect
to continue to invest some of our resources in research and devel opment. W
estimate that we have spent approxinmately $1.6 nmillion in fiscal 1999, $5.7
mllion in fiscal 2000 and $3.1 million in fiscal 2001 on conpany-sponsored
research and devel opnent activities.

Intell ectual Property

Omnership of software and associ ated deliverables created for customers is
general ly retained by or assigned to the custoner, and we do not usually retain
an interest in such software or deliverables. W also devel op software products
and software tools which are licensed to custoners and remai n our property. W
rely upon a comnbi nation of non-disclosure and other contractual arrangenments and
copyright, trade secret and trademark |aws to protect our proprietary rights in
technology. W currently require our technical associates to enter into
non-di sclosure and assignnent of rights agreenents to linit use of, access to
and distribution of our proprietary information. The source code for our
proprietary software is generally protected as trade secrets and|as unpubl i shed

copyri ght works. W have applied for the registration of "Satyam
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emark in India and the registration of "VisionConpass" as trademarks in
d States and India. W generally appl¥ for trademarks and service marks
fy our various service and product offerings.

ough we believe that our services and products do not infringe the

ual property rights of others, we cannot assure you that such a claim
be asserted against us in the future. Assertion of such clainms against
result in litrgation, and there is no assurance that we would prevai
itigation or be able to obtain a license for the use of any infringed
ual property froma third party on connerC|aIIY reasonabl e ternms. W
sure you that we will be able to protect such [icenses from

i nfringenent or misuse, or prevent infringenent clains against us in connection

with our
against u

licensing efforts. W expect that the risk of infringement clains
s will increase if nore of our conpetitors are able to obtain patents

for software products and processes. Any such clains, regardless of thelr

out cone,
attention
could, th

could result in substantial cost to us and divert nanagenent’s
fromour operations. Any infringemnent cla!n1orlllt|?at|on agai nst us
erefore, result in substantial costs and diversion of resources.

[tem 5. OPERATI NG AND FI NANCI AL REVI EW AND PROSPECTS

The
operation
st at ement
di scussi o
uncertain
uncertain

Overvi ew
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amount of
We of fer
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servi ces.
our custo
eBusi ness
provi des

followi ng discussion of the financial condition and results of

s of our conPany shoul d be read in conjunction with the financial
s and the related notes included el sewhere in this docunment. This
n contai ns forward-|ooking statenents that involve risks and
ties. For additional information regarding these risks and

ties, please see "ltem 3.-Risk Factors."

re the fourth largest provider of IT services in India, based on the
export revenues generated during our fiscal year ended March 31, 2001
a conprehensi ve range of services, including software devel opnent,

i nt enance, packaged software integration, and engi neering design

W use our global infrastructure to deliver val ue-added services to
mers to address I T needs in specific industries and to facilitate
initiatives. W also have two nmin subsidiaries, |Infoway, which
Internet services in India, and VCl, which has devel oped and markets

our software product, VisionConpass. Qur total revenues increased by 68.2%to

$164.5 m
$308.2 m

_ Qur
busi nesse

Revenues

[lion in fiscal 2000 from$97.8 mllion in fiscal 1999 and by 87.4%to
[lion in fiscal 2001 from $164.5 million in fiscal 2000.

reportabl e operating segments consist of the follow ng three
s:

IT services. In our |IT services business, we provide our custoners the
ability to meet all of their IT needs fromone service provider. Qur
under st andi ng of both existing conputer systens and new I nternet
technol ogies allows us to assist our custoners in the nanagerment and
mai nt enance of existing systens and the devel opnent and integration of
new t echnol ogi es. Qur eBusiness services include designing,.

devel opi ng, Integrating and maintaining |nternet-based applications,
such as eCommerce websites, and inplenenting packaged software
applications, such as customer or supply chain managenment software
applications. W also assist our custonmers in making their existing
conputing systens accessible over the Internet. W offer our custoners
flexible delivery alternatives through our offshore centers located in
India, through offsite centers which we have established in our nmjor
mar ket s and through onsite teanms operating on the custoners’ prem ses.

I nternet services. Through our subsidiary, Infoway, we offer consumer
I nternet access services, including dial-up Internet access, e-nail
and web page hosting services, while our corporate network and

t echnol ogy services include dial-up and dedicated Internet access,
private network services, business-to-business eConmerce and website
devel opnent and hosting services. W also operate an on-line portal
sify.com (fornerly satyanonline.com, and 33 related content sites
specifically tailored to Indian interests worldw de for news, persona
finance, novies, mnusic and autonpbiles. As of July 26, 2001, we owned
52.5% of the equity shares of Infoway. Infoway’'s ADSs trade on the
Nasdaqg National Market under the symbol "SIFY".

Sof tware products. Through our wholly owned subsidiary in the United
States, VCl, we have devel oped Vi sionConpass, a software product for
use as a managenment tool to assess and hel p I nprove business
performance. VCl's sales and narketing strategy will target Fortune
1000 conpanies in the manufacturing, professional services and

t el ecommuni cations markets, utilizing both a direct sales force and
sel ect channel partners. Excluding inter-segnment revenues, VCI has not
generated any revenues to date.
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Qur IT services revenues (excluding inter-segment revenues, which are
revenues generated from services provided by Satyan1Canuter Services to its
subsi diarres and vice-versa) represented 90.8% and 88. 0% of our total revenues
in fiscal 2000 and fiscal 2001, respectively. These revenues increased by 56.2%
to $149.3 nillion in fiscal 2000 from$95.6 million in fiscal 1999 and by 81.8%
to $271.4 nmillion in fiscal 2001 from$149.3 nmillion in fiscal 2000. CQur
revenues are generated principally fromIT services provided on either a
time-and-materials or a fixed-price basis. Revenues from|T services provided on
a tinme-and-materials basis are recognized in the nonth that services are
perforned. Revenues from I T services provided on a fixed-price basis are
recogni zed under the percentage of conpletion nmethod of accounting when the work
executed can be reasonably estinmated and under the conpleted contract nethod of
accounting when the work to conplete cannot be reasonably estimated. The
percentage of conpletion estinates are subject to periodic revisions and the
curmul ative inmpact of any revision in the estimates of the percentage of
conﬁlet|on is reflected in the period in which the changes become known.
Al'though fromtime to time we have revised our project conpletion estimtes, to
date such revisions have not materially affected our reported revenues. Revenues
fromI|T services (excluding inter-segnment revenues%/prOV|ded on a
time-and-materials basis represented 72. 9% and 77.5% of our |T services revenues
in fiscal 2000 and fiscal 2001, respectively. Revenues fromIT services
%exclud|ng i nter-segment revenues) provided on a fixed-price basis represented

7.1% and 22. 5% of our IT services revenues in fiscal 2000 and fiscal 2001
respectively.

. The following table represents our | T services revenues (excluding
!néer-se nment revenues) by type of IT service offering for the periods
i ndi cat ed:

<TABLE>
<CAPTI ON> ‘ ‘ . ‘ ‘
Type of IT service offering Fi scal 1999 Fi scal 2000 Fi scal 2001
(inmllions, except percentages)

<S> <C <C <C <C <C <C
Sof tware development ...................... $ 37.6 39.4% $ 79.7 53.4% $ 174.1 64. 2%
System nai ntenance ....... e 51.9 54.3 41.4 21.7 55.0 20.2
Packaged software integration ............. 3.1 3.3 14.8 9.9 22.5 8.3
Engi neering design services ............... 3.0 3.1 13. 4 9.0 19.8 7.3

Total ... $ 956 100.0% $ 149.3 100.0% $ 271.4 100. 0%

</ TABLE>

W provide our IT services through our offshore centers located in India,
t hrough offsite centers which we have established in our major nmarkets and
t hrough onsite teamns operatin? on our customers’ premises. O fshore IT services
revenues consi st of revenues fromIT services work conducted in our offshore
centers and onsite work conducted at custoners’ prenises which is related to
of fshore work. O fshore |IT services revenues do not include revenues from
offsite centers or onsite work which is not related to any offshore work. W
charge higher rates and incur higher conpensation expenses for work perforned by
our onsite teans on a custonmer’'s premises or at our offsite centers as conpared
to work perforned at our offshore centers in India. Services perforned at our
onsite teans or at our offsite centers typically generate higher revenues per
capita but at a |ower gross margin than the sane anount of services perforned at
our offshore centers in India. fshore I T services revenues (excludi ng
i nter-segment revenues) represented 67.4% and 60.5% of our |IT services revenues
in fiscall 2000 and fiscal 2001, respectively. Ofsite and onsite IT services
revenues (excluding inter-segnment revenues) represented 32.6% and 39. 5% of our
I T services revenues in fiscal 2000 and fiscal 2001, respectively.

I T services revenues and Pross profits are affected by the rate at which
associates are utilized. W calculate utilization rates nonthly, based on the
ratio of the actual nunber of hours billed by technical associates in such nonth
to the total nunber of billable hours. For purposes of such cal culation, we
assume that an associate is 100.0%utilized if he works 157 hours per nonth.
Utilization rates for IT services were 77.5% and 73.0% in fiscal 2000 and fisca
2001, respectively. These utilization rates do not include training time for our
associ at es.

Revenues fromlInternet services are generated princiPaIIy from corporate
network and technol ogy services, web-site design and devel opnent, sale of

I nternet access and banner advertisenments and sponsorsh|P contracts. Infoway's
consuner |Internet access revenues are derived primarily from prepaid dial-up
subscriptions and corporate private network access revenues from one-year
arrangenents that provide for an initial installation fee and recurring service
fees. Revenue fromlInternet services are recogni zed upon actual usage of such
services by custonmers and is based on either the time for which the network is
used or the volune of data transferred or both. Qur Internet services revenues
(excl udi ng inter-segnent revenues? represented 9.2% and_12. 0% of our tota
revenues In fiscal 2000 and fiscal 2001, respectively. These revenues increased
by 584.0%to $15.2 mllion in fiscal 2000 from$2.2 mllion in fiscal 1999 and
by 142.4%to $36.8 nmillion in fiscal 2001 from$15.2 nmillion in fiscal 2000.

Revenues from software products will be recogni zed when persuasive evidence
of an arrangenent exists, the fee is fixed and determ nable and col | ection of
resulting receivable is probable, and the arrangenent does not require
significant customnization of the software.

Expenses
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Cost of revenues for |IT services consists primarily of salary and ot her
conpensation and benefits, deferred stock conpensati on expense, depreciation
dat a conmuni cati ons expenses, Rents, conputer naintenance, cost of software for
i nternal use, expenses to open new onsite, offsite and offshore centers and
foreign travel expenses. Cost of revenues for Internet services consists
primarily of recurring telecomruni cati on costs necessary to provide Internet
access to consuner and corporate network subscribers, personnel and operating
exPenses associ ated with custoner support and network operations and third party
software and hardware purchased for resale to corporate custoners.

Selling, general and admi nistrative expenses consist primarily of salary
and ot her conpensation and benefits, deferred stock conpensation expense,
depreci ation, sales and marketing expenses, telecommunications expenses, rent,
repairs and nami ntenance, travelling expenses, power and fuel, professional
charges, training and devel opment and administrative expenses. Costs associ at ed
with the devel opment of software products are classified under selling, genera
and admini strative expenses and primarily consist of research and devel opnent
expendi tures and conpensation and benefit expenses. W expect sales and
mar keti ng expenses to increase on a relative basis as we Introduce our products
conmerci al ly.

_Anortization expenses prinarily relate to goodwill arising fromthe
acqui sitions of Indiawrld and IndiaPlaza.com by |nfoway and our anUISItIOH of
the mnority interest in Satyam Enterprise Solutions Limted, or SES.

Merger of Qur Subsidiaries

To integrate all of our |IT services into one entity, in April 1999 we
agreed to nerge our 81.0% owned subsidiary, SES, and our 100.0% owned
subsi di ari es, Satyam Renai ssance Consulting Limted, or SRC, and SatKan1Spark
Solutions Limited, or Spark, into Satyam Conputer Services. Before the nerger
SES provided systens integration services and enterprise resource planning
package inplenentation services, SRC provided managenment consulting services,
with a focus on use of IT systems and Spark devel oped and marketed proprietary
sof tware products. W consummated the nerger in Septenber 1999. W engaged an
i ndependent appraiser to value the equity shares of SES on a stand al one basis.
Based upon the valuation of SES by the appraiser, we used an exchange ratio of
10 shares of SatKan1Cpnputer Services (adjusted for the Septenber 1, 1999
two-for-one stock split and the August 25, 2000 five-for-one stock split) for
one share of SES to issue 8,000,000 of our equity shares to M. Srinivasa RaLu,
one of our directors, in exchange for the 19.0% of the equity shares of SES he
owned. The excess of the increase in total capital over the underlying net
equity of SES has been recogni zed as goodwi | |l. The goodwi || anpunted to $23.6
mllion, which is being anortized over a period of five years resulting in
annual anortization charges of $4.7 nmillion. The results of these three
subsi di ari es have been consolidated in our U S GAAP financial statements for
fiscal 1999. The elimnation of mnority interest and recording of goodwi ||l were
effective as of Septenber 20, 1999, resulting in an anortization of 8oodwll
expense of $2.4 mllion in fiscal 2000 and $4.5 mllion in fiscal 2001

Consol i dati on of Subsidiaries

As of March 31, 2001, we had invested $6.7 mllion representing equity and
ot her advances in Infoway, $22.7 mllion in VC and $7.9 mllion in four of our
ot her subsidiaries. Since their inception in Decenber 1995 and January 1999,
respectively, our subsidiaries Infoway and VCl have incurred significant
operating | osses and negative cash flows. As of March 31, 2001, the cumul ative
net |osses incurred were $71.0 nmillion by Infoway, $24.9 nillion by VC and $5.2
mllion by our other subsidiaries.

The results of Infoway and VCl are reflected in our financial statements
under U.S. GAAP whereas the unconsolidated audited financial statenents prepared
under |ndian GAAP for Satyam Conputer Services do not reflect the results of our
subsidiaries. Infoway' s and VCl’'s conbined | osses reduced our consolidated net
i ncome (loss) U.S. GAAP b¥.$42.6 million in fiscal 2001, $16.7 million in fisca
2000 and $6.2 million in fiscal 1999.

~I'n Novenber 1999, Infoway purchased 24.5% of the outstanding shares of
I ndi awrld for a cash purchase price of $28.3 million, and made an $11.8 nillion
non-ref undabl e deposit towards an option to purchase the rena|n|nP 75.5% of the
out standi ng shares in Indiawrld for a purchase price of $85.0 nillion. Infoway
exerci sed the option to acquire the remaining outstandi ng shares of |ndiaWwrld
in June 2000 by paying $48.7 nmillion in cash and the bal ance in 268,500 equity
shares of Infoway valued at $24.6 mllion. For U S. GAAP report|n? pur poses, the
financial statements of |ndiawrld have been consolidated wth Infoway s
financial statements fromand after Decenber 1, 1999. The acquisition has been
accounted for as a purchase, and Infoway is anortizing the goodwill on a
straight-line basis over a period of five years. Mst of the purchase price
represented goodwill. The total goodwill fromthis acquisition amounted to
$112.8 million, of which $2.7 nmillion and $5.8 nillion has been anortized and
charged to earnings in fiscal 2000 and fiscal 2001, respectively.
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Equity in Earnings (Losses) of Associated Conpanies

Associ at ed conpani es are accounted for using the equity nmethod. In July
2000, Infoway acquired a 25% stake in Criclnfo Limted for a consideration of
$37.5 million worth of Infoway's ADSs. The total goodwill fromthis acquisition
anmounted to $37.4 million, of which $4.3 nillion has been anortized an pharPed
EgoEqU|ty in earnings (losses) of associated conpanies net of taxes in fisca

Def erred Stock Conpensati on Expense

In May 1998, Satyam Conputer Services established its ASOP. Aspects of the

ASOP differ significantly fromtypical U S. stock option plans. W subsequently
establ i shed the Trust to administer the ASOP, and issued to the Trust warrants
to purchase 13,000,000 equity shares. To give our associates the benefit of our
stock split in Septenmber 1999, the Trust exercised its warrants to acquire our
shares before the split using the proceeds from bank | oans. The Trust
eriodically grants.el|g|ble assocl ates warrants to purchase equity shares held
y or reserved for issuance by the Trust. The warrants may vest inmmediately or
may vest over a period ranging fromtwo to three years, depending on the
associate’s |l ength of service and performance. Upon vesting, enployees have 30
days in which to exercise their warrants.

Each warrant issued by the Trust currently entitles the associate hol ding
the warrant to purchase 10 equity shares of our cpnﬁanK at a price of Rs.450
§$10.31), plus an interest component associated with the |oan the Trust assuned,

or the conversion of the warrants it held. The interest conponent is conputed
based on a fixed vest|ng eriod and a fixed interest rate. This exercise price
has been substantially bel ow the nmarket price of our shares at the tinme the
warrants have been granted by the Trust. Neither we nor the Trust may increase
the exercise price of the warrants. W account for the ASOP as a fixed plan in
accordance with Accounting Principles Board Opinion No. 25.

~ Under U.S. GAAP, the difference between the exercise price and the market
price on the date the warrants are granted to associates is required to be
treated as a non-cash conpensation charge and anortized over the ve$t|nP peri od
of the equity shares underlying the warrants. Under U.S. GAAP, in fiscal 1999,
2000 and 2001, we recogni zed deferred stock conpensation of $14.5 nmillion, $23.3
mllion and $38.0 million, and $3.3 million, $16.5 million and $44.2 mllion was
anortized and charged to earnings, respectively. As of March 31, 2001, warrants
toCBurchase 11, 284,070 equity shares have been granted to associates pursuant to
ASCP, and warrants to purchase 1,829,930 equity shares have been exercised. As
of March 31, 2001, the Trust held warrants to purchase 1,715,930 equity shares
whi ch had not yet been granted to associates pursuant to the ASCP but are
exPected to be granted In the future. W expect to recognlze anortization of
deferred stock conpensation expense in respect of our ASOP in the approxinate
anmounts of $11.6 mllion in fiscal 2002 and $2.8 million in fiscal 2003 based on
the price of our equity shares on March 31, 2001 and in connection with both
granted and ungranted warrants on such date. Depending on the market val ue of
our equity shares on the dates future grants are made, anortization of deferred
stock conpensati on eernse with respect to ungranted warrants nmay cause the
expected anpunts to change.

In May 1999, the shareholders at our annual general neeting apEroyed t he
Associate Stock Option Plan B, or ASOP B for the grant of m. Equity
shares. |In June, 2001 the Sharehol ders at our Annual General Meeting approved
for the grant of further 15.7 mm equity shares. The ASOP B is substanti al

simlar to the ASOP and will be administered by a committee of our board o
directors. As of March 31, 2001, options to purchase 5,759, 209 equity shares
have been granted to associates under this plan. W expect to recognize
anortization of deferred stock conpensation expense in respect of these granted
options in the approximate anmounts of $87,000 in fiscal 2002 and $71,000 in
fiscal 2003. W expect that the exercise prices of options granted in the future
under the ASOP B will generally not be less than the fair narket value of the
under|lyi ng shares and therefore we do not expect to incur compensation expense
with respect to those future grants. W al so account for the ASOP B as a fi xed
option plan.

In May 1999, the sharehol ders at our annual general mneeting approved the
Associ ate Stock Option Plan ADR, or ASCP ADR, pursuant to which we expect to
periodically issue grants to eligible associates to purchase ADRs. As of the
date of this docunent, 1,162,100 options for ADRs have been granted to
associ ates under the ASOP ADR We account for the ASOP ADR as a fixed option
plan. W eXPect that the exercise prices of options granted in the future under
the plan will not be less than the fair market value of the underlying ADRs and
therefore we do not expect to incur conpensation expense with respect to those
future grants.

In fiscal 1999, Infoway established the | ASOP. The I ASOP is substantiallK
simlar to the ASOP and is administered by an _enpl oyee welfare trust called the
Infoway Trust. Infoway issued to the Infoway Trust warrants to purchase 825, 000
equity shares of Rs.1 each in Infoway. In turn, the Infoway Trust fromtine to
t
r

ime grants to eligible associates warrants to purchase equity shares held by or
eserved for issuance by the Infoway Trust. An associ ate nust pay
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consideration of Rs.1 per warrant to the Infoway Trust and each warrant entitles
t he associ ate-hol der to purchase one equity share of Infoway at an exercise
price decided by the board of directors. The board of directors has determ ned
that in no event will the exercise price for warrants granted in the future be
l ess than 90.0% of the market price of the shares on the Nasdaq National Market
as of the grant date. The warrants and the shares received upon the exercise of
warrants are subject to progressive vesting over a three year period fromthe
date the warrants were issued to the associate. The exercise period for these
warrants is 30 days fromthe vesting period. The warrants allotted and the
under | yi ng shares are not subject to any repurchase obligations by |Infoway. W
account for the | ASOP as a fixed option plan

Under U. S. GAAP, in fiscal 2000 and fiscal 2001, |nfoway recognized
deferred stock conpensation of $3.2 million and $2.2 nillion, of ich $0.5
million and $1.9 mllion was anortized and charged to earnings, respectively. In
fiscal 1999, Infoway recognized insignificant amunts of deferred stock .
conpensati on expense. As of March 31, 2001, warrants to purchase 565, 220 equity
shares of |nfoway have been granted to associates pursuant to its | ASOP, and 200
warrants have been exercised. As of March 31, 2001, the Infoway Trust held
warrants to Eurchase 259,780 equity shares of Infoway which had not yet been
granted by the Infoway Trust to associates pursuant to its | ASOP but are
expected to be granted in the future. We expect that the exercise price of
warrants granted in the future will not be |ess than 90.0% of the fair market
val ue of the underlying shares and therefore we do not expect to incur
si gni ficant conpensation exPense with respect to those future grants. W expect
to recogni ze anortization of deferred stock conpensati on expense in connection
with In omay’s | ASOP in the approximate ampunts of $1.5 nmillion in fiscal 2002
and $0.7 million in fiscal 2003 based on the price of Infoway's ADSs on March
31, 2001 and in connection with both granted and ungranted warrants. Depending
on the market value of Infoway' s ADSs on the dates future grants are nade
anortization of deferred stock conpensati on expense with respect to ungranted
warrants nmay cause the expected ampbunts to change.

In April 2000, VClI established the VCI 2000 Stock Option Plan or VCI Plan
As of March 31, 2001, options to purchase 919, 400 shares in VCl have been
granted to associates pursuant to the VCI Plan, and no options have been
exercised. As of March 31, 2001, 24,080,600 shares in VCl are reserved for
i ssuance upon the exercise of options which had not been granted pursuant to the
VCI Plan but are expected to be granted in the future. W account for the VC
Plan as a fixed option plan. The exercise prices of the prior options grants
have been at fair value of the underlying shares. W expect that the exercise
prices of options granted in the future under the plan will be equal to the fair
val ue of the underlying shares and therefore we do not expect to incur
conpensati on expense wth respect to those future grants.

The Trust recogni zed interest expense of $1.1 nmillion in fiscal 2000 and
$1.8 million in fiscal 2001. The figure is reflected in our GAAP
consol i dated financial statenents whereas the audited financial statenents of
Sat yam Conput er Servi ces prepared under |ndian GAAP do not reflect this figure.

Joint Venture with TRWI nc.

I n September 2000, we entered into an agreenent with TRWInc. to forma
non-exclusive joint venture to provide TRWand ot her gl obal conpanies with
sof tware devel opnent, system mal ntenance and engi neering design services. W& own
a 76.0%interest in the joint venture and TRWowns a 24.0% i nterest. W nanage
this joint venture, which is [argely focused on the autonotive sector worl dw de.
TRW generat ed revenues of $3.9 mllion for the joint venture in fiscal 2001

After Decenmber 31, 2003, TRWhas the option to require us to purchase its
24. 0% interest. Under the joint venture agreement, TRWis not |egally obligated
to provide anK busi ness to the joint venture. However, the buyout price of TRWs
interest in the joint venture depends on the aggregate amount of revenue which
TRWw || provide to the joint venture through Decenber 31, 2005. TRW has
initially targeted to outsource to the joint venture at |east $200 nmillion of
revenues frominfornation systens and engi neeri ng work by Decenber 31, 2005. TRW
may adjust this initial target revenue anount before Decenber 31, 2001, but the
adj usted target revenue anpunt cannot be |ess than $100 million. If the anount
of revenues outsourced by TRWto the joint venture bg Decenber 31, 2003 does not
neet specified mninmumlevels, we have the right to buy out TRWs 24.0% i nterest
in the joint venture for no or nom nal consideration. If TRWexercises its
option to sell the shares to us after Decenber 31, 2003, the purchase price of
TRWs 24.0% stake will be determined by the higher of an independent valuation
of the 24.0% interest and a formul a based on the anount of revenues provided to
the joint venture by TRWbut in any event no nore than 2. 0% of our total market
capitalization on Decenber 31, 2003. W nmmy, at our discretion, use either cash
or our equity securities valued at the then prevailing market price as
consi deration for TRWs stake. |If TRWdivests its stake after cenber 31, 2003,
the terms of the joint venture' s supply agreenent with TRWw Il continue until
Decenber 31, 2007 if the joint venture renmins able to performthe supply
agreenent. Under these circumstances, TRWis required to use its best attenpts
to provide the same |evels of business to the joint venture fromJanuary 1, 2006
t hrough Decenber 31, 2007 as it had provided to the joint venture during the
preceding two years. |If we undergo a change in control or bankruptcy, TRWnay
terminate the joint venture agreement on or before Decenmber 31, 2003 and require
us to purchase its shares in the joint venture and all of our securities issued
to TRWor its affiliates in connection with the joint venture agreenent at a
price equal to $1.0 mllion plus the tota
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consi deration TRWhas invested in the shares of the joint venture (but excluding
the initial amunt paid for its 24.0%interest) and our securities, net of any
amount received by TRWfor any sale of such shares or securities.

. As part of the joint venture arrangenent with TRW on August 22, 2000, we
issued to ESL Inc., an affiliate of TRW? 63,896 warrants (each warrant
exercisable to purchase five equity shares) for an upfront paynent of Rs.22.9
mllion (approximately $0.5 nillion). These warrants are convertible into
319,480 of our equity shares for Rs.644.40 ($14.1) per share, totaling
apBrOX|nater $4.5 mllion, during an exercise period from January 22, 2002 to
February 21, 2002. The upfront paynment made by ESL Inc. for these warrants, plus
t he aggregate exercise price for the 319,480 equity shares underlying these
warrants, wll equal approximately $5.0 mllion. The excess of the fair val ue of
the warrants, as determned at the date of grant, over the consideration of
warrants paid by ESL Inc., amunts to approximately $1.2 nillion. This anpunt
will be anortized ratably over the Per|od.of five years and three nonths,
starting fromthe date of signing of the joint venture agreement, which was

Sept enber 26, 2000, until Decenber 31, 2005. The anortization will be classified
as a reduction of the revenue recogni zed under the agreenent. However, if the
anortization exceeds the anount of revenue recogni zed in any period, the excess
anortization will be recorded as an expense.

The exercise price and the fair market value of the warrants issued to ESL

Inc. were not deternined based on the revenue TRWhas targeted to provide to the
joint venture. The exercise price of the warrants was determ ned based on the
average clos!nﬂ prices of the underlying shares on the Indian stock exchanges in
accordance with the Securities and Exchange Board of |ndia guidelines. The fair
val ue of the warrants at the date of grant was determined by reference to the
Breva|l|ng mar ket price of our equity shares on the Indian exchanges, using the

| ack Schol es nodel with an assuned volatility of 90% and a risk free interest
rate of 10.672%

Principles of Currency Translation

In fiscal 2000 and fiscal 2001, 85.4% and 82.0% respectively, of our tota
revenues were generated in U S dollars. A najority of our expenses were
incurred in Indian rupees and the balance was incurred in U 'S. dollars, European
currenci es and Japanese yen. Qur functional currency and the functional currency
for our subsidiaries located in India is the Indian rupee; however, the Japanese
yen, U.S. dollars, Sterl|ng pounds and Singapore dollars are the functiona
currency of our forelﬁn subsidiaries |ocated in Japan, the U S., the UK and
S|nPapore, respectively. The translation of such foreign currencies into U S.
dol l'ars (our reporting currency) is performed for bal ance sheet accounts usin
current exchange rates in effect at the bal ance sheet date and for revenue an
expense accounts using nonthly sinple average exchange rates prevailing during
the reporting periods. Adjustments resulting fromthe translation of functiona
currency financial statenments to reporting currency are accunul ated and reported
as ot her conprehensive incone, a separate conponent of sharehol ders’ equity.

W expect that a majority of our revenues will continue to be generated in
U S. dollars for the foreseeable future and that a significant portion of our
expenses, including personnel costs as well as capital and operating
expenditures, will continue to be denominated in |ndian rupees. Consequently,
our results of operations will be affected to the extent the rupee appreciates
against the U S. dollar.
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Resul ts of QOperations
The following table sets forth sel ected operating data as value and as a

percent age of revenues by segnent (including inter-segnent revenues) for the
peri ods I ndicated:
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<TABLE>
<CAPTI O\>
Fiscal 2001
[T [ nt er net Software  Consol i -

Services Services products  dation Tota
<S> < <C <C <G <G
Statement of Operations Data:

Revenues - external CUSLOMBIS.........oovvviiriinnniininnnn, $271, 367 $ 36,840 -- -- $308, 207
INter-Segment FeVENMUE. ...\ v\ vt ettt et ee e eanea 3,547 2, $213  $ (5,908) --
Total TEVENUBS. ..\ttt e 274,914 38, 988 213 55,908; 308, 207

Cost of revenues(l).......ovviiriii i 181, 326 27,892 142 1,239 208, 121
G 0SS Profit. .. oooe 93, 588 11,096 71 (4,669) 100, 086
(perating expenses: o ,

Selling, general and administrative expenses(2).......... 64, 858 47, 862 13,949 (4,669) 122,000

Amortization of goodwill......... ... i, 4,500 20, 228 -- -- 24,728

Total operating eXpenses..............coovvvriiniinnn, 69, 358 68, 090 13,949 (4,669) 146, 728

erating income (lo0ss 24,230 56, 994 13,878 46, 642
fﬁterestgincone..g....? ..................................... 263 ( 5,469) ( --) ( 5,732)
Interest expense............ (9,366 (266) -- (9,632)
QLRBr T NCOMB. oot 3,115 3, 686 5 6, 806
CLhEr BXPENSES. . ittt (330) (14) -- (344)
Income (1oss) before income taxes, minority interest
and equity In earnings (losses) of associated conmpanies
net Of £aXES. .o\ vr e 17,912 (48,119 (13,873) 44,080;
[NCOMB TAXES. ...\ttt et (4,102) gSS -- 54,137
Mnority interest................... e e 65 25,107 5,712
Equity in earnings (losses) of associated companies......... 890 (6,357) (5, 467)
Net InCOME (10SS) .. vt $ 14,765 $(28, 804) $(13, 873) $(27,912)
Depreciation............ e 19,874 9, 340 424 29,638
Deferred stock conpensation...............cooviiiiiiiinn... 44,219 1,899 -- 46,118
</ TABLE>
<TABLE>
<CAPTI O\>

Year ended March 31
1999 2000
[T Internet Software Consoli- [T Internet Software Consoli-
services services products dation Total services services products dation  Tota
(in thousands)
<S> <C <C <C <C <C <G <C <C <C <G
Statement of Qperations
Dat a:
Revenues-- ext erna

CUStOMBrS.............. $95,573  $2,222 -~ $97,795 $149,257 $15,198 $164, 455
Inter-segnent revenue... 374 226 600) -- 5,768 208 $(5, --
Total revenues......... 95, 947 2,448 -- 2600; 97,795 155,025 15,406 ?5,9763 164, 455
Cost of revenues(/1/)... 48,646 1,513 - 600) 49,559 89,387 , 935 5,873 90, 449
Goss profit............ 47,301 935 48,236 65,638 8,471 (103) 74,006
Qperating expenses

Sel ling, general and

adninrstrative

expenses(/2/)......... 25, 287 4,711 1,840 31,898 44,912 16,428 10,802  (2,550) 69, 592
Amortization of

goodwi I l.............. 130 130 2,370 2,673 5,043
Total operating

EXPEeNSeS. . ... vt 25, 417 4,771 1,840 -- 32,028 47,282 19,101 10,802  (2,550) 74,635
Qperating incone

(loss).....ocoovvinn, 21,884 (3,836) (1,840 16,208 18,356 (10,630) (10,802) 2,447 (629)
Interest incone......... 43 -- -- 43 182 , 443 -- -- 2,625
Interest expense........ (6, 246) (659) (6,905) (10, 548) (742) -- (11, 290)
Qcher income............ 967 23 990 3,838 80 (2,447 1,471
Ot her expenses.......... (28) - (28) (206) -- (418)
Income (loss) before

income taxes, mnority

interest and equity in

earnings (losses) of

associ ated conpani es,

net of taxes........... 16,620  (4,472)  (1,840) 10,308 11,622 (8,849) (11,014) 28,241;
Income taxes............ (1,105 -- -- (1,105; (1,653; 34 .- 1,619
Mnority interest....... (256 85 (1 (317) 3,102 2,785
Equity in earnings

(1 osses) of associated

conpanies.............. (18) (18) 135 135
Net incone (loss)....... $15,241  $(4,387) $(1,840) $9,014  $9,787 $(5,713) $(11,014) $(6, 940)
Depreciation............ $10,231  $1,108 $2 $11,341  $17,246  $2,872 $52 $20, 170
Deferred stock

conpensation........... 3,315 2 3,317 16, 457 474 16, 931
</ TABLE>

I nclusive of deferred stock conmpensation expenses of $3,135 for

| T services

* %k
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and $2 for Internet services in fiscal 1999, $13,190 for IT services and

$166 for Internet services, in fiscal 2000 and $30, 862 for |IT services and

$474 for Internet services, in fiscal 2001.

I nclusive of deferred stock conpensation expenses of $180 for |IT services

in fiscal 1999, $3,267 for IT services and $308 for Internet services in

f|s$al ZPogoo?nd $13,357 for IT services and $1,425 for Internet services

in fisca .
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<TABLE>
<CAPTI ON>

<S>

Statement of Cperations Dat
Revenues - external custone
Inter-segment revenue......

Total revenues........
Cost of revenues(1)

Goss profit
Cperat i ng expenses: _
Selling, general and adni
Amortization of goodwill.

Total operating expens

Operating income (Ioss)
Interest incone............
[nterest expense...........
Qher income...............
Cther expenses.............

I'ncome (1oss) before incone
equity in earnings (losses)
net of taxes...............
Income taxes...............
Mnority interest..........

Equity in earnings (losses)

Net income (loss)..........
DePreciation ............ o
Deferred stock conpensation
</ TABLE>

<TABLE>
<CAPTI ON>

<S>

Statement of Qperations
Dat a:

Revenues -- externa
custoners..............

I nter-segment revenue..

Total revenues.........
Cost of revenues(/1/)...

G oss profit
Operating expenses:
Sel ling, general and
adnmnistrative
expenses(/2/)
Armortization of
goodwi | |

Total operating
eXpenses. .............
Operating incone
(loss)...
Interest incone.........
I nterest expense........
Qher incone............

Ot her expense...........

I ncomre (loss) before

i ncone taxes, nminority
interest and equity in
earnings (| osses) of
associ at ed conpani es,
net of taxes...........
I ncone taxes............
Mnority interest
Equity in earnings

(1 osses) of associ ated
conpanies..............

Net income (I o0ss)

Depreciation............
Deferred stock
conmpensation...........
</ TABLE>

1
(1) and $2 for
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Fiscal 2001
T I nt ernet Sof t war e
services services product s Tota
<C <C <C <C
a
. P 98. 7% 94. 5% - - 100. 0%
................................. 1.3 5.5 100. 0% .-
................................. 100.0 100.0 100.0 100.0
................................. 66.0 71.5 66. 7 67.5
................................. 34.0 28.5 33.3 32.5
nistrative expenses(2)........... 23.6 122. 8 6548. 8 39.6
................................. 1.6 51.9 - 8.0
B e 25.2 174.6 6548. 8 47.6
................................. 8.8 146. 2 6515.5 15.1
................................. (g.i) ( %3.9; ( -- ) ((%.?;
e 11 9.5 2.3 2.2
................................. (0.2) .- - (0.1)
taxes, minority interest and
of associated conpanies
................................. 6.5 (123.4} (6513. 1) (14.3
................................. (1.5) go.l - (1.3
................................. - 5.9 8.4
of associated conmpanies......... 0.3 (16.3) (1.8)
................................. 5.4%  (73.9)%  (6513.1) (9.1)%
................................. 7.2% 24. 0% 199. 1% 9. 6%
................................. 15. 9% 4. 6% -- 15. 0%
Year ended March 31,
1999 2000
[T Internet Software I'T Internet Software
services services products Total services services products Tota
<C <C <C <C <C <C <C <C
99. 6% 90. 8% -- 100. 0% 96. 3% 98. 6% -- 100. 0%
0.4 .2 -- -- 3.7 4 -- --
100.0 100.0 -- 100.0 100.0 100.0 -- 100.0
50.7 61.8 -- 50.7 57.7 45.0 -- 55.0
49. 3 38.2 -- 49. 3 42.3 55.0 -- 45.0
26.4 194.9 -- 32.6 29.0 106. 6 -- 42.3
0.1 -- -- 0.1 1.5 17.4 -- 3.1
26.5 194.9 -- 32.8 30.5 124.0 -- 45. 4
22.8  (156.7) -- 16.6  11.8  (69.0) -- (0.4)
(6.5  (26.9) (7.1) (g'%) (1451'3) - (615'8)
1.0 0.9 -- 1.0 2.5 0.5 - 0.9
-- -- -- -- (0.1) -- -- (0.3)
17.3  (182.6) .- 10.5 7.5 (57. 4) - 5.0
21.2 - - -- El.lg El.lg 0.2 -- 1.0
0.3 3.5 -- 0.2 0.2 20.1 -- 1.7
- -- -- -- 0.1 -- -- 0.1
15.9% (179.2)% -- 9.2% 6.3% (37.1)%  -- (4.2)%
10.7%  45.3%  -- 11.6% 11.1%  18.6%  --  12.3%
3.5 0.1 -- 3.4 10.6 3.1 -- 10.3

1999, $13,190 for

I nclusive of deferred stock conmpensation expenses of $3,135 for |T services

Internet services in fiscal I T services and
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for Internet services, in fiscal 2000 and $30,862 for |IT services and
I nternet services, in fiscal .

usi ve of deferred stock conpensation expenses of $180 for |IT services
i scal 1999, $3,267 for IT services and $308 for Internet services in

I
f
scal 2000, and $13,357 for |IT services and $1, 425 for Internet services
fiscal 2001.
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Conparison of fiscal 2001 and 2000

Revenues. Revenues increased by 87.4%to $308.2 nillion
$164.5 mllion in fiscal 2000. The revenue growth was prinari
increases in revenues fromIT services, which represented $271.4 mllion of
revenues in fiscal 2001 as conpared to $149.3 nmillion in fiscal 2000, and to a
| esser extent increases in revenues fromlnternet services. In fiscal 2001, we
derived approxi mately 88.0% of our total revenues fromI|T services,
approxi mately 12. 0% of our total revenues fromlnternet services and 0% of our
total revenues from software products.

n fiscal 2001 from
a result of

During fiscal 2001, we derived 72.2% of our revenues fromthe United
States, 10.2% fromlIndia, 2.4%from Japan, 6.7% from Europe and the remaini ng
8.5% fromother countries. During fiscal 2000, we derived 74.9% of our revenues
fromthe United States, 10.0% fromIndia, 6.3%from Japan, 5.2% from Europe, and
the remaining 3.6% from other countries.

. Cost of revenues. Cost of revenues increased 130.1%to $208.1 nmillion in
fiscal 2001 from$90.4 million in fiscal 2000. This increase was attributable
primarily to increases in associate conpensation and benefits expenses, deferred
st ock conpensation expense, costs of international travel, conmunication
expenses and an increase in other expenses. Associ ate conpensation and benefits
expenses increased 118.5%to $103.3 million, or 33.5%of revenues, in fisca
2001 from $47.3 million, or 28.8%of revenues, in fiscal 2000. Deferred stock
conpensati on expense increased 134.6%to $31.3 nmillion, or 10.2% of revenues, in
fiscal 2001 from$13.4 million, or 8.1% of revenues, in fiscal 2000 due to
hi gher prevailing prices of our equity shares and those of Infoway on the dates
we granted options. Travel expenses increased 94.3%to $19.9 million, or 6.5% of
revenues, in fiscal 2001 from$10.3 mllion, or 6.2% of revenues, in fisca
2000. Communi cation expenses increased 248%to $19.3 mllion, or 6.2% of
revenues, in fiscal 2001 from$5.5 mllion, or 3.4%of revenues, in fiscal 2000.
Depreci ati on expense increased 94.0%to $15.4 nmillion, or 5 0% of revenues, in
fiscal 2001 from$8.0 nmillion, or 4.8%of revenues, in fiscal 2000. O her
expenses increased 211%to $18.8 nmillion, or 6.1% of revenues, in fiscal 2001
from$6.1 nmillion, or 3.7%of revenues, in fiscal 2000. Inter-segment cost of
revenues were $1.2 mllion in fiscal 2001 as conpared to $5.9 million in fisca
2000 and have not been allocated to the individual components that make up cost
of revenues. Cost of revenues represented 67.5% of revenues in fiscal 2001 and
55.0%in fiscal 2000

~ Selling, general and administrative expenses. Selling, general and
admi ni strative expenses increased 75.3%to $122.0 million in fiscal 2001 from
$69.6 mllion in fiscal 2000. This increase was a result primarily of increases
in associ ate conpensation and benefits, deferred stock conpensation expense,
Mar keti ng expenses and ot her expenses. Conpensation and benefits expenses
i ncreased 139.3%to $26.3 nillion, or 8.5%of revenues, in fiscal 2001 from
$11.0 million, or 6.7%of revenues, in fiscal 2000. Deferred stock conpensation
expense increased 314%to $14.8 million, or 4.8%of revenues, in fiscal 2001

from$3.6 mllion, or 2.2%of revenues, in fiscal 2000. Marketing expenses
increased 124.5%to $15.0 million, or 4.9% of revenues, in fiscal 2001 from $9.0
mllion, or 5. 5%of revenues, in fiscal 2000. O her expenses increased 103.5%to
$22.3 mllion, or 7.4%of revenues, in fiscal 2001 from$11l.2 million, or 6.8%
of revenues, in fiscal 2000. Inter-segnent selling, general and admi nistrative
expenses were $4.7 mllion in fiscal 2001 as conpared to $2.6 million in fisca
2000 and have not been allocated to the individual conponents that make up
selling, general and administrative expenses. Selling, general and

adm ni strative expenses represented 39.6% of revenues in fiscal 2001 as conpared
to 42.3% of revenues in fiscal 2000

. Anortization of goodwill. Anpbrtization of goodwill was $24.7 million in
fiscal 2001 as conpared to $5.0 mllion in fiscal 2000. The goodw || expense in
fiscal 2001 reflects the anortization of Eoodmnll associated with the
acquisition of the minority interest in SES in Septenber 1999, the acquisition
of I ndiawrld and I ndi aPl aza. com by | nf oway.

Operating incone Ioss?: As a result of the foregoing, we incurred an
operatlng loss of $46.7 million in fiscal 2001 as conpared to $0.6 nillion in
fiscal 2000. Excluding the anortization of goodw || and deferred stock
conpensati on expense, operating i ncone woul d have been $24.2 nmillion in fisca
2001 and $21.3 million 1n fiscal 2000 and operat|n8 mar gi n woul d have been 7.8%
and 13.0% of total revenues in fiscal 2001 and 2000, respectively.

Interest income. Interest income increased to $5.7 million in fiscal 2001
from$2.6 nmillion in fiscal 2000. This increase was attributable primarily to
i nterest earned on deposits placed with banks fromInfoway' s public offerings

proceeds.

. I nt erest expense. Interest.exPense decreased by 14.7%to $9.6 nillion in
fiscal 2001 from$11.3 million in fiscal 2000.

O her inconme. Gther incone increased to $6.8 nmillion in fiscal 2001 from

$1.5 million in fiscal 2000. The increase is primarily on account of foreign
currency transl ation gains.
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O her expense. Other expenses were $0.3 nillion in fiscal 2001 and $0.4
million in fiscal 2000.

I ncone taxes. Inconme taxes were $4.1 nmillion in fiscal 2001 as conpared to
$1.6 million in fiscal 2000. The increase in income taxes is mainly on account
of provision for foreign taxes payabl e overseas by offsite and onsite centers,
principally in United States.

Equity in earnings (losses) of associated conmpanies. Equity |osses of
associ ated conpanies were $5.5 mllion in fiscal 2001 as conpared to $0.1
mllion in fiscal 2000 which was prinaril& due to proportionate |osses
associated with our investnent in Satyam Venture Engi neering Services Limted,
and anortization of goodwi Il associated with our investnment in Criclnfo Limted.

. ~Net incone (loss). As a result of the foregoinP,.netlloss was $27.9 mllion
in fiscal 2001 as conpared to a net |oss of $6.9 nillion in fiscal 2000. .
Excluding the anortization of goodwi || expense and deferred stock conpensation
exPense, net incone would have been $42.9 nillion in fiscal 2001 and $15.0
milion in fiscal 2000 and net margin would have been 13.9% and 9.1%in fisca
2001 and 2000, respectively.

I T Services

Revenues. | T services revenues gincludin i nter-segnent revenues) increased
77.3%to $274.9 million in fiscal 2001 from $155.0 mllion in fiscal 2000, of
which $3.5 million and $5.8 nmillion represented inter-segnent revenues in fisca
2001 and 2000, respectively. Al'l revenues discussed in this sub-section
"Revenues" relate only to IT services revenues generated from external custoners
and exclude inter-segnment revenues generated from services provided by Satyam
Conputer Services to its subsidiaries and vice-versa.

Revenues continued to increase in all aspects of our services, except for
system mai nt enance. Qur revenue gromﬁh rimarily reflected the higher proportion
of our service offerings that address the software design and devel opnent,
packaged software integration and eBusi ness requirenents of our customers as
well as an increase in en9|neer|nP design services. In particular, revenues from
eBusi ness projects were $74.7 mllion, or 27.5% of our revenues in fiscal 2001
as conpared to $30.8 million, or 20.6% of our revenues in fiscal 2000. The
decline in revenues from system mai ntenance resulted froma reduction in Year
2000 conversion projects. derived 0% of our revenues from Year 2000
ggggersion projects in fiscal 2001 as conmpared to 5.5% of our revenues in fisca

During fiscal 2001, we derived 78.5% of our revenues fromthe United
States, 7.0% from Europe, 2.7% from Japan, 2.3%fromlIndia and the remainin
9.5%fromthe Mddle East, Africa, Singapore and Australia. During fiscal 2000,
we derived 81.4% of our revenues fromthe United States, 5.7%from Europe, 6.9%
fromJapan, 2.1%fromlndia and the remaining 3.9%fromthe Mddle East, Africa,
Si ngapore and Australi a.

For purposes of the remmi nder of the discussion of the results of
operations for our business segnents, except as specifically indicated, we have
included all inter-segment data for all items under discussion. Please refer to
the "Results of Operations" table above for an analysis of consolidation of the
busi ness segnents.

. Cost of revenues. Cost of revenues increased 102.9%to $181.3 nillion in
fiscal 2001 from$89.4 million in fiscal 2000. Cost of revenues represented
66. 0% of revenues in fiscal 2001 as conpared to 57.7%in fiscal 2000. The
i ncrease in cost of revenues as a percentage of revenues was attributable
primarily to an increase in associate conpensation and benefits; travel .
expenses,; depreciation expenses and ot her expenses. Deferred stock conpensation
expense I ncreased 134.0%to $30.9 nmillion, or 11.2% of revenues, in fiscal 2001
from$13.2 nmillion, or 8.5%of revenues, in fiscal 2000 primarily due to higher
mar ket prices of our equity shares on the dates we granted options and reduced
vesting periods for our options. Conpensation and benefit expenses increased
95.1%to $100.2 million, or 36.4%of revenues in fiscal 2001 from$51.4 million
or 33.1% of revenues, in fiscal 2000 reaﬁect|yely, result|n9 rimarily froma
[ arger nunber of technical associates, ich increased 74.4%7trom4,478 to
7,798, and an increase in salaries, Travel expenses increased 94.3%to $19.9
mllion, or 7.2%of revenues, in fiscal 2001 from $10.3 mllion, or 6.6% of
revenues, in fiscal 2000. Depreciation expense increased 94.0%to $15.4 mllion
or 5.6%of revenues, in fiscal 2001 from$8.0 mllion, or 5. 1% of revenues, in
fiscal 2000. O her expenses increased 165.0%to $11.1 mllion, or 4.0% of
revenues, in fiscal 2001 from$4.2 mllion, or 2. 7% of revenues, in fiscal 2000.

~ Selling, general and administrative expenses. Selling, general and
admi ni strative expenses increased 44.4%to $64.9 nmillion in fiscal 2001 from
$44.9 million in fiscal 2000. Selling, general and administrative expenses
represented 23.6% of revenues in fiscal 2001 as conpared to 29.0%in fisca
2000. The decrease in selling, general and admi nistrative expenses as a
percent age of revenues was attributable prinarily to a decrease in narket|nP
expenses resulting froman increase in our direct marketing efforts, as well as
decreased depreciati on expenses, rent expense and conpensation and
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benefit expenses as a percentage of revenues. Depreciation expenses decreased to
1.6% of revenues, or $4.4 nmillron, in fiscal 2001 from5.3% of revenues, or $8.2
mllion, in fiscal 2000. Marketing expenses decreased to 1.8% of revenues, or
$5.1 mllion, in fiscal 2001 from4.3%of revenues, or $6.7 mllion, in fisca
2000. Rental expenses decreased to 0.7% of revenues, or $1.8 nillion, in fisca
2001 from 2. 2% of revenues, or $3.4 mllion, in fiscal 2000. Conpensation and
benefit expenses decreased to 4.2% of revenues, or $11.6 nillion, in fiscal 2001
fromb5. 1% of revenues, or $7.9 mllion, in fiscal 2000. These decreases were
partially offset by an increase in deferred stock conpensation expense and ot her
expenses as a percentage of revenues. Deferred stock conpensation expense
increased to 4.9% of revenues, or $13.4 million, in fiscal 2001 from 2. 1% of
revenues, or $3.3 nmillion, in fiscal 2000. O her expenses increased to 4.9% of
revgnuesi 860813.4 milion in fiscal 2001 from 4.2% of revenues, or $6.4 nillion
in fisca .

. Anortization of goodwill. Anpbrtization of goodwill was $4.5 mllion in
fiscal 2001 as conpared to $2.4 mllion in fiscal 2000. The goodw || expense
reflects the goodw || associated with the acquisition of the minority interest

in SES in Septenber 1999.

Operating incone (loss). As a result of the foregoing, operating incone was
$24.2 mllion in fiscal 2001 as conpared to an operating Income of $18.4 million
in fiscal 2000. Excluding the anortization of goodwi |l expense and deferred
st ock conpensation _expense, operating income would have been $72.9 nmillion in
fiscal 2001 and $37.2 mllion in fiscal 2000 and operating margin woul d have
been 26.5% and 24. 0% of revenues in fiscal 2001 and 2000, respectively.

Interest income. Interest income increased to $0.3 million in fiscal 2001
from$0.2 mllion in fiscal 2000.

I nterest expense. Interest expense was $9.4 mllion in fiscal 2001 and
$10.5 nmillion in fiscal 2000.

O her incone, Qther incone decreased to $3.1 nillion in fiscal 2001 from
$3.8 million in fiscal 2000. The other income was primarily on account of
foreign currency translation gains.

Q her expense. Ot her expenses were $0.3 million in fiscal 2001 and $0. 2
mllion in fiscal 2000.

| ncome taxes. Incone taxes were $4.1 million in fiscal 2001 and $1.7 mlli
fiscal 2000. The increase in income taxes is mainly on account of provisio
forelgn t axes payabl e overseas by offsite and onsite centers, principally in
United States.

on in
n for

Equity earnings (losses) of associated conpanies. Equity |osses of
associ ated conpanies were $0.9 nmillion in fiscal 2001 as conpared to $0.1
mllion in fiscal 2000 prinmarily due to proportionate |osses associated with our
i nvestment in Satyam Venture Engi neering Services Limted.

~ Net incone (loss). As a result of the foregoing, net incone was $14.8
million in fiscal 2001 as conpared to net inconme of $9.8 million in fiscal 2000.
Excluding the anortization of goodwi || expense and deferred stock conpensation
eXPense,.net.|ncone woul d have been $63.5 nillion in fiscal 2001 and $28.6
milion in fiscal 2000 and net margin would have been 23.1% and 18.5%in fisca
2001 and 2000, respectively.

I nternet Services

Revenues. Internet services revenues (including inter-segnent revenues)
i ncreased 153.1%to $39.0 million in fiscal 2001 from $15.4 mllion in fisca
2000, of which inter-segnment revenues were $2.1 million in fiscal 2001 and $0.2
million in fiscal 2000. This increase was attributable primarily to a
significant increase in the corporate services businesses and a significant
nunber of new orders from prom nent custoners throughout India. The nunber of
I nternet access subscribers grew fromnore than 151,000 as of March 31, 2000 to
over 460,000 as of March 31, 2001. Corporate custonmers grew from nore than 500
as of March 31, 2000 to nore than 650 as of March 31, 2001

. Cost of revenues. Cost of revenues increased 302%to $27.9 nmillion in
fiscal 2001 from$6.9 mllion in fiscal 2000. Cost of revenues represented 71.5%
of Internet services revenues in fiscal 2001 as conpared to 45.0%in fisca
2000. The higher level of cost of revenues as a percentage of revenues was
attributable primarily to increases in the cost of hardware and software
purchased from strategic partners for resale, |eased |line costs resulting
primarily from.increased requirenent for international bandwi dth and last nile
connectivity. The cost of hardware and software purchased for resale was $6.0
mllion, or 15.4% of revenues, in fiscal 2001 from$1.6 nmillion, or 10.3% of
revenues in fiscal 2000. Leased |ine costs increased 399%to $15.5 nillion, or
39. 7% of revenues, in fiscal 2001 from$3.1 million, or 20.1% of revenues, in
fiscal 2000. These increases were partially offset bK a decrease in direct
personnel costs for web devel opnent and custoner technical support as a
percentage of revenues. Direct personnel costs for web devel opment and customner
techni ca suPport decreased to 9. 7% of revenues or $3.8 million, in fiscal 2001
from11.8% of revenues, or $1.8 mllion, in fiscal 2000.
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~ Selling, general and administrative expenses. Selling, general and

admi ni strative expenses increased 191.3%to $47.9 million in fiscal 2001 from
$16.4 mllion in fiscal 2000. Selling, general and administrative expense
represented 122.8% of Internet services revenues in fiscal 2001 as conpared to
106.6% in fiscal 2000. This increase was attributable to an increase in indirect
personnel costs, depreciation expenses and marketin expenses. | ndi rect
personnel costs increased 349%to $9.6 nmillion, or 24.6%of revenues, in fisca
2001 from$2.1 mllion, or 11.8%of revenues, in fiscal 2000 Ré|nar|ly due to a

rowmh in staff from622 as of March 31, 2000 to 1,044 as of rch 31, 2001

Brketing expenses increased 306%to $9.6 nmillion, or 24.5%of revenues, in
fiscal 2001 from$2.4 million, or 15.3% of revenues, in fiscal 2000 prinarily
E#e.tp the launch of our consumer |nternet Access Services Division and Portals

vi si on.

~ Anortization of goodwill expense. Anortization of goodwill was $20.2
mllion in fiscal 2001 as conpared to $2.7 nillion in fiscal 2000. The goodw I
expense in fiscal 2001 reflects the anortization of goodw || associated with the
acquisition of Indiawrld, IndiaPlaza and investrment in Criclnfo Limted.

Cperatin% i ncone (loss). As a result of the foregoing, operating |oss
increased to $57.0 million in fiscal 2001 from $10.6 million In fiscal 2000.
Excluding the anortization of goodwi || expense and deferred stock conpensation
expense,.operatlng | oss woul d have been $34.9 nillion in fiscal 2001 and $7.5
million in fiscal 2000.

Interest incone. Interest incone increased to $5.5 million in fiscal 2001
as conpared to $2.4 nmillion in fiscal 2000. This increase was attributable
primarily to interest earned fromshort term deposits.

Interest expense. Interest expense decreased to $0.3 million in fiscal 2001
from$0.6 mllion in fiscal 2000.

Gt her Incone. Cther incone increased to $3.7 million in fiscal 2001 from
$80 thousand in fiscal 2000.

Mnority Interest. Mnority interest increased to $25.7 mllion in fisca
2001 from$3.1 mllion in fiscal 2000.

Equity earnings (losses) of associated conpanies. Equity |osses of
associ ated conpanies were $6.4 mllion in fiscal 2001 primarily due to
anortization of goodw || associated with our investnment in Refco Sify,
Pl acenents. com and Criclnfo Limited.

Net incone (loss). As a result of the foregoing, net |oss increased to
$28.8 million in fiscal 2001 from$5.7 mllion In fiscal 2000. Excluding the
anortization of goodwi || expense and deferred stock conpensation expense, net
5888 woul d have been $6.7 mllion in fiscal 2001 and $2.6 million in fisca

Sof t ware Products

VCl is currently building its sales and marketing team and generated no
revenues in fiscal 2001. VCl incurred a $13.9 mllion net loss in fiscal 2001 as

conpared to a $11.0 mllion net loss in fiscal 2000.

The net loss of $13.9 nmillion in fiscal 2001 was attributable prinarilK to
research and devel opnent, selling and general administrative expenses, whic
primarily conprised professional charPes of $3.4 nmillion and enpl oyee .
conpensation and benefits of $6.3 nillion. The net loss of $11.0 nillion in
fiscal 2000 was attributable primarily to professional charges and software
product research and devel opnent expenses of $8.7 nillion, nost of which were
costs paid to Satyam for devel opment work undertaken on the product.

Conpari sons of fiscal 2000 and 1999.

Revenues. Revenues increased by 68.2%to $164.5 nmillion in fiscal 2000 from
$97.8 million in fiscal 1999. The revenue growth was primarily a result of
increases in revenues fromIT services, which represented $149.3 m | lion of
revenues in fiscal 2000 as conpared to $95.6 mllion in fiscal 1999, and to a

| esser extent increases in revenues fromlnternet services. In fiscal 2000, we
derived approxi mately 90.8% of our total revenues fromIT services,

approxi mately 9.2% of our total revenues fromlInternet services and 0% of our
revenues from software products.

During fiscal 2000, we derived 74.9% of our revenues fromthe United
States, 10.0% fromlIndia, 6.3%from Japan, 5.2%from Europe and the remaini ng
.6%fromother countries. During fiscal 1999, we derived 78.2% of our revenues
omthe United States, 7.2%from Europe, 4.2%from Japan, 3.6%fromlIndia, and
e remmining 6.8%fromother countries. The increased proportion of sales in
dia in fiscal 2000 primarily represents the higher contribution to revenues
om I nternet services.
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. Cost of revenues. Cost of revenues increased 82.5%to $90.4 nillion in
fiscal 2000 from$49.6 million in fiscal 1999. This increase was attributable
primarily to increases in associate conpensation and benefits expenses, an
Increase in the costs of international travel, as well as an increase In
depreci ati on expense due to higher infrastructure costs associated with our
| arger enpl oyee base. Associ ate conpensati on and benefits expenses increased
64.1%to $53.2 nmillion, or 32.3%of revenues, in fiscal 2000 from $32.4 nillion
or 33.1% of revenues, in fiscal 1999. Travel expenses increased 123.1%to $10.3
mllion, or 6.2%of revenues, in fiscal 2000 from$4.6 nmllion, or 4.7% of
revenues, in fiscal 1999. Depreciation expense increased 79.1%to $9.0 mllion
or 5.5%o0f revenues, in fiscal 2000 from$5.0 mllion, or 5. 1% of revenues, in
fiscal 1999. Deferred stock conpensati on expense increased 326.0%to $13.4
mllion, or 8.1% of revenues, in fiscal 2000 from$3.1 nmillion, or 3.2% of
revenues, in fiscal 1999. Cost of revenues represented 55.0% of revenues in
fiscal 2000 as conpared to 50.7%in fiscal 1999. I|nter-segment cost of revenues
were $5.9 million i1n fiscal 2000 as conpared to $0.6 mllion in fiscal 1999 and
have not been allocated to the individual conponents that make up cost of
revenues.

~ Selling, general and administrative expenses. Selling, general and
adm ni strative expenses increased 118.2%to $69.6 nmillion in fiscal 2000 from
$31.9 million in tfiscal 1999. This increase was a result primarily of increases
in marketing, depreciation and associ ate conpensation and benefits costs.
Mar ket i ng expenses increased 211%to $12.4 mllion, or 7.5% of revenues, in
fiscal 2000 from$4.0 million, or 4.1% of revenues, in fiscal 1999. Depreciation
expense increased 76.8%to $11.2 million, or 6.8%of revenues, in fiscal 2000
from$6.3 mllion, or 6.5%of revenues, In fiscal 1999. Associate conpensation
and benefits expenses increased 71.6%to $11.0 nillion, or 6.7% of revenues, in
fiscal 2000 from$6.4 nmillion, or 6.5%of revenues, in fiscal 1999. Selling,
general and admi nistrative expenses represented 32.6% of revenues in fiscal 1999
as conpared to 42.3% of revenues in fiscal 2000. |Inter-segment selling, genera
and admini strative expenses were $2.6 million in fiscal 2000 as conpared to $0
in the fiscal 1999 and have not been allocated to the individual conmponents that
make up cost of revenues. The higher percentage of expenses resulted prinarily
from hi gher selling, general and administrative expenses of Infoway and sof tware
devel opnent expenses I ncurred by VCI.

. Anortization of goodwill. Anpbrtization of goodwill was $5.0 million in
fiscal 2000 as conpared to $0.1 million in fiscal 1999. Goodw Il increased
because of the acquisition of the minority interest in SES in Septenber 1999 and
the initial investrment in Indiawrld nade by Infoway in Novermber 1999.

Operating incone (loss). As a result of the foregoing, we incurred an
oPerat|ng loss of $0.6 million in fiscal 2000 as conpared to an operating incone
of $16.2 million in fiscal 1999. Excluding the anortization of goodwi |l expense
and deferred stock conpensation expense, operating income would have been $19.7
million in fiscal 1999 and $21.3 mllion in fiscal 2000 and operat|n?.nar in
woul d have been 20.1% of total revenues in fiscal 1999 and 13.0%in fiscal 2000.

Interest income. Interest income increased to $2.6 million in fiscal 2000
from $43 thousand in fiscal 1999. This increase was attributable primarily to
i nterest earned on the proceeds of Infoway' s ADS offerings.

. I nterest expense. Interest expense increased 63.5%to $11.3 nmillion in
fiscal 2000 from$6.9 nmillion in fiscal 1999. This increase was attributable
primarily to an increase in short-term borrow ngs for working capital purposes
and interest on the additional [oan to fund the acquisition of shares by the
Trust in connection with the ASOP

Gt her incone. Cther incone increased 48.6%to $1.5 million in fiscal 2000
from$1.0 nmillion in fiscal 1999. This other income arose fromforeign currency
gai ns primari

[

i y relating to tinmng differences between revenue recognition and
the realizat

|
I
on of the underlying accounts receivable.

O her expense. Qther expenses were $0.4 million in fiscal 2000 and $28
thousand in fiscal 1999.

I ncome taxes. Incone taxes were $1.6 million in fiscal 2000 as conPared to
$1.1 million in fiscal 1999, representing an effective tax rate of 10.5% of

i ncone before taxes in fiscal 1999. This increase in our net effective tax was
attributable to an increase in the profits of our overseas branches during this
period which are subject to taxation in the countries where the branches are
oper ati ng.

Net incone #!oss?. As a result of the foregoing, we incurred a net |oss of
$6.9 mllion in fiscal 2000 conpared to a net inconme of $9.0 million for fisca
1999. This net loss was attributable primarily to increases in the anortization
of goodwi || and deferred stock conpensation expense and selling, general and

adm ni strative expense. Excluding the anortization of goodw || expense and
deferred stock conpensation expense, net inconme would have been $13.7 nmillion in
fiscal 2000 and $12.5 mllion in fiscal 1999 and net margin woul d have been 8. 3%
and 12. 7% in fiscal 2000 and 1999, respectively.

I T Services
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Revenues. | T services revenues Sincludin i nter-segnment revenues) increased
61.6%to $155.0 million in fiscal 2000 from $95.9 mllion in fiscal 1999, of
which $5.8 mllion and $0.4 mllion represented inter-segnment revenues in fisca
2000 and 1999, respect|vely. Al'l revenues discussed in this sub-section
"Revenues" relate only to I T services revenues generated from external customners
and exclude inter-segnent revenues generated from services provi ded by Satyam
Conputer Services to its subsidiaries and vice-versa.

Revenues continued to increase in all aspects of our services, except for
system mai nt enance. Qur revenue growth primarily reflected the higher proportion
of our service offerings that address the software devel opment, packaged
software integration and eBusiness requirements of our custonmers as well as an
increase in en%|neer|nP design services. In particular, revenues from eBusiness
projects were $30.8 nmillion, or 20.6% of our revenues, in fiscal 2000 as
conpared to $0.08 nmillion, or 0.1%of our revenues in fiscal 1999. The decline
in revenues from system nai ntenance resulted froma reduction in Year 2000
conversion projects. Net sales from Year 2000 conversion pro+ects repr esent ed
5.5% of our revenues in fiscal 2000 as conpared to 25.4%in fiscal 1999.

During fiscal 2000, we derived 81.4% of our revenues fromthe United
States, 6.9% from Japan, 5.7%from Europe, 2.1%fromlIndia and the remainin
3.9% fromthe Mddle East, Africa, Singapore and Australia. During fiscal 1999,
we derived 78.9% of our revenues fromthe United States, 7.4%from Europe, 4.3%
fromJapan, 2.4%fromlndia and the remaining 7.0%fromthe Mddle East, Africa,
Si ngapore and Australi a.

For purposes of the remmi nder of the discussion of the results of
operations for our business segnents, except as specifically indicated, we have
included all inter-segment data for all items under discussion. Please refer to
the "Results of Operations" table above for an analysis of consolidation of the
busi ness segnents.

. Cost of revenues. Cost of revenues increased 83.7%to $89.4 nillion in
fiscal 2000 from$48.6 million in fiscal 1999. Cost of revenues represented
57. 7% of revenues in fiscal 2000 as conpared to 50.7%in fiscal 1999. The higher
| evel of cost of revenues as a percentage of revenues was attributable prinmarily
to an increase in international travel expenses as we expanded our gl oba
operations, and in depreciation expense due to higher infrastructure costs
associ ated with our |arger enployee base. Travel expenses increased 123.1%to
$10.3 million, or 6.6%of revenues, in fiscal 2000 from$4.6 mllion, or 4.8% of
revenues, in fiscal 1999. Depreciation expense increased 79.1%to $9.0 mllion
or 5.8%of revenues, in fiscal 2000 from$5.0 million, or 5.2% of revenues, in
fiscal 1999. Conpensation and benefits expenses increased 61.3%to $51.4 mllion
in fiscal 2000 from$31.8 nillion in fiscal 1999, representing 33.1% and 33. 2%
of revenues in fiscal 2000 and 1999, respectively, result|n9 Pr|nar|ly froma
| arger nunber of technical associates, ich increased 27.3%from 3,513 to
4,473, higher levels of conpensation and increased hiring of foreign nationals
for our offsite centers. Deferred stock conFensat|on expense increased 321%to
$13.2 million, or 8.5%of revenues in fiscal 2000 from$3.1 mllion, or 3.3% of
revenues in fiscal 1999.

Qur gross margins are affected by our utilization rates and the m x of our
I T services provided on a tinme-and-materials or a fixed-price basis and through
our offshore centers, off-site centers or on-site teans. During fiscal 1999 and
2000 we did not experience any significant variance in our overall gross margins
as a result of these factors.

Sel ling, general and administrative expenses. Selling, general and
admi ni strative expenses increased 77.6%to $44.9 nillion in fiscal 2000 from
$25.3 million in tiscal 1999. Selling, general and adm nistrative expenses
represented 29.0% of revenues in fiscal 2000 as conpared to 26.4%in fisca
1999. The higher |evel of sell|ng, general and admi nistrative expenses as a
percentage of revenues was attributable primarily to an increase in narketing
expenses due to an increase in the nunber of sal es conferences and neetings
attended and increased marketing efforts in new areas and countri es;
prof essi onal charges due to the use of consultants to establish foreign
subsidiaries, to open offshore branches and for marketing services; and
cpnﬁensat|on and benefits expenses due to additional non-technical associ ates,
hi gher conpensation | evels and additional foreign marketing and human resource
associ at es. Nhrket|ng expenses increased 98.0%to $6.7 mllion, or 4.3% of
revenues, in fiscal 2000 from$3.4 mllion, or 3.5%of revenues, in fiscal 1999.
Prof essi onal charges increased 210%to $2.3 million, or 1.5%of revenues, in
fiscal 2000 from$0.7 nmillion, or 0.8%of revenues, in fiscal 1999. Conpensation
and benefits expenses increased 73.8%to $7.9 mllion, or 5.1% of revenues, in
fiscal 2000 from$4.5 mllion, or 4.7%of revenues, in fiscal 1999. These
i ncreases were partially offset by a decrease in travel expenses and renta
eXFenses as a percentage of revenue. Travel expenses increased 9.3%to $1.9
million, or 1.2%of revenues, in fiscal 2000 from$1.7 million, or 1.8% of
revenues, in fiscal 1999. Rental expenses increased 37.8%to $3.4 nillion, or
E:ZWbFflgggenues, in fiscal 2000 from$2.5 nillion, or 2.6% of revenues, In

i sca .

. Anortization of goodwill. Anprtization of goodwill was $2.4 million in
fiscal 2000 as conpared to $0.1 million in fiscal 1999. The goodw || expense in
fiscal 2000 reflects the part-year anortization of goodwi || associated with the
acquisition of the minority interest in SES.



Page 64

1]] FI NEDG: [ 80531. TX] 00062. PI P EDGAR only EDG 12-AUG 2001 07:14  BLK: 00-000- 0000 00:00
1]] Sat yam Conput er s Form 20-F R R Donnelley 011 65 230 3212 59144 V3.1
<PAGE>

Operating incone (Ioss?..As a result of the fore%oing, pFerating i ncome
decreased 16.1%to $18.4 nillion in fiscal 2000 from$21.9 nmillion in fisca
1999. As a percentage of revenues, operatlnﬁ i nconre_decreased to 11.8%in fisca
2000 from 22.8%in fiscal 1999. Excluding the anortization of goodw Il expense
and deferred stock conpensation expense, operating i ncone woul d have been $37.2
mllion in fiscal 2000 and $25.3 mllion in fiscal 1999 and the operating margin
woul d have been 24.0% and 26.4%in fiscal 2000 and 1999, respectively.

Interest income. Interest income increased to $0.2 million in fiscal 2000
from $43 thousand in fiscal 1999. This increase was attributable Er|nar|ly to
interest earned fromequity funds received fromthe Trust under the ASOP and
i nterest earned by the Trust from associ ates under the ASOP
. I nterest expense. Interest expense increased 68.9%to $10.5 nmillion in
fiscal 2000 from$6.2 million in fiscal 1999. This increase was attributable
primarily to an increase in short;tern1borromnnPs for mork|nﬂ capi tal purposes
as well an additional loan fromCitibank and ICICl Bank to the Trust to fund the
acquisition of shares by the Trust in connection with the ASCOP

O her inconme. Oher income increased 297%to $3.8 million in fiscal 2000
from$1.0 nmllion in fiscal 1999, of which $2.5 million in fiscal 2000 arose
fromthe sale of intellectual property rights to VCI. OQher income of $1.1
million in fiscal 2000 and $0.9 mllion in fiscal 1999 arose fromforeign
currency gains pr|nar|IY.reIat|ng to timng differences between revenue
recognition and the realization of the underlying accounts receivable.

O her expense. Qther expenses were $0.2 million in fiscal 2000 and $28
thousand in fiscal 1999.

_Inconme taxes. Income taxes were $1.7 mllion in fiscal 2000 and $1.1
million in fiscal 1999, representing an effective tax rate of 14.2% and 6. 6% of
i ncome before taxes in fiscal 2000 and 1999, respectively.

Net inconme (loss). As a result of the foregoing, net incone decreased 35.8%
to $9.8 mllion in fiscal 2000 from$15.2 mllion in fiscal 1999. Net incone
represented 6.3% of revenues in fiscal 2000 as conpared to 15.9%in fiscal 1999
Excluding the anortization of goodwi || expense and deferred stock conpensation
eXPense,.net.|ncone woul d have been $28.6 nmillion in fiscal 2000 and $18.7
milion in fiscal 1999 and net inconme margin woul d have been 18.5% and 19.5%in
fiscal 2000 and 1999, respectively.

I nternet Services

Revenues. Internet services revenues (including inter-segnent revenues)
increased 529%to $15.4 nillion in fiscal 2000 from$2.4 nmillion in fiscal 1999,
of which $0.2 nmillion represented inter-segnent revenues in each of fiscal 2000
and 1999. Infoway commenced its Internet access services in Novenmber 1998 and
the increased revenues in fiscal 2000 reflects a full year of |nternet services
operations and a 8r0MAng consuner subscriber base, which grew from over 29, 000
as of March 31, 1999 to over 151,000 as of March 31, 2000. This increase was
al so attributable to the increase in revenues from corporate network services
resulting primarily froman increase in the nunber of corporate custoners from
nore than 350 as of March 31, 1999 to nore than 500 as of March 31, 2000 from
the sale of hardware and software, fromincreased revenues relating to |Infoway’'s
partnership with UUNet Technol ogi es and from new service offerings.

Cost of revenues. Cost of revenues increased 358%to $6.9 million in fisca
2000 from$1.5 mllion in fiscal 1999. This increase was attributable primarily
to increases in the cost of hardware and software purchased for resale to
I nfoway’ s corporate network and technol ogy services custonmers and | eased |ine
costs resulting primarily fromincreasing the capacity of |Infoway s network and
di rect personnel costs for web devel opnent and custoner technical support. The
cost of hardware and software purchased for resale increased 433%to $1.6
mllion, or 10.4% of revenues, in fiscal 2000 from$0.3 nmillion, or 13.6% of
revenues, in fiscal 1999. Leased line costs increased 448%to $3.1 nillion, or
20. 1% of revenues, in fiscal 2000 from$0.6 million, or 23.1% of revenues, in
fiscal 1999. Direct personnel costs for web devel opment and custoner technica
support increased 219%to $1.8 million, or 11.8%of revenues, in fiscal 2000
from$0.6 mllion, or 23.2%of revenues, in fiscal 1999. As a percentage of
Internet services revenues, cost of revenues was 45.0% of revenues in fisca
2000 as conpared to 61.8% in fiscal 1999, which reflects the increased
proportion of revenues derived from consuner Internet access services which have
a relatively lower cost of revenues as conmpared to the corporate network and
t echnol ogy servi ces.

Sel ling, general and administrative expenses. Selling, general and
adm ni strative expenses increased 244%to $16.4 nmillion in fiscal 2000 from $4.8
milion in fiscal 1999. This increase was attributable prinmarily to a growth in
staff from 340 as of March 31, 1999 to 622 as of March 31, 2000 resulting in an
increase in indirect personnel costs, increases in selling and narketing
exPenses resulting from additional expenditure in connection wth nmarketing
I nfoway’ s | nternet
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access business, travel expenditures, teleconmmunication charges, consul tant fees
and rental expense. Indirect personnel costs increased 154.6%to $2.1 mllion

or 13.9% of revenues, in fiscal 2000 from$0.8 mllion, or 34.3%of revenues, in
fiscal 1999. Selling and marketing expenses increased 1,015%to $5.7 mllion, or
36. 9% of revenues, In fiscal 2000 from$0.5 mllion, or 20.8% of revenues, in
fiscal 1999. Tel econmuni cation charges increased 125.4%to $0.8 mllion, or 5. 1%
of revenues, in fiscal 2000 from$0.4 million, or 14.3%of revenues, in fisca
1999. Professional consultant fees increased 82.1%to $0.6 mllion, or 3.8% of
revenues, in fiscal 2000 from$0.3 mllion, or 13.2% of revenues, In fisca

1999. Rental expense increased 121.2%to $0.6 mllion, or 3.6% of revenues, in
fiscal 2000 from$0.3 mllion, or 10.2% of revenues, 1n fiscal 1999. These
expenses represented 106.6% of |nternet services revenues in fiscal 2000 as
conpared to 194.9%in fiscal 1999.

. ~Anortization of goodwi |l expense. Anortization of goodwill was $2.7 ml
in fiscal 2000 as conpared to $0 in fiscal 1999. The goodwi || expense in fis
2000 primarily reflects the part-year anortization of goodw || associated w
the first phase of the acquisition of Indiawrld in Novenber 1999.

. Cperatin% i ncone (loss). As a result of the foregoing, operating |oss
increased to $10.6 nmillion in fiscal 2000 from$3.8 mllion in fiscal 1999.
Excl uding the anortization of goodwill exgense.and deferred stock conpensation
expense,.operatlng | oss woul d have been $7.5 nillion in fiscal 2000 and $3.8
mllion in fiscal 1999.

Interest incone. Interest incone was $2.4 million in fiscal 2000 as
conpared to $0 in fiscal 1999. The interest incone in fiscal 2000 was
a%%r|butable primarily to interest earned on the proceeds of |Infoway' s ADS
of ferings.

I nterest expense. Interest expense was $0.7 million in each of fiscal 2000
and fiscal 1999.

O her inconme. OGther incone was $23 thousand in fiscal 1999 and $80 thousand
in fiscal 2000

O her expense. O her expense was $0 in each of fiscal 2000 and fiscal 1999.

Net incone (loss). As a result of the foregoing, net |oss increased 30.2%
to $5.7 million in fiscal 2000 from$4.4 million in fiscal 1999. Excluding the
anortization of goodw || expense and deferred stock conpensation expense, the
pet IFSiSSQMDUId have been $2.6 million in fiscal 2000 and $4.4 nmillion in

i sca .

Sof t ware Products

VCl generated no revenues in fiscal 2000. VC incurred a $11.0 mllion net
loss in frscal 2000. In fiscal 2000, a significant proportion of these |osses
related to $5.9 nillion of software devel opnent expenses for services perforned
by Satyam Conputer Services. In addition, in fiscal 2000 operating expenses of
$2.5 mllion related to an inter-segnent transaction arising fromVC s purchase
of intellectual property rights from Satyam Conputer Services for VisionConpass.
In fiscal 2000, the remaining $2.6 mllion of operatln? expenses arose from
conpensation and benefits, travel and other expenses. I'n fiscal 1999, all $1.8
mllion of software Produpt devel opnent operatlngbexpenses related to expenses
i ncurred by Spark before its nmerger with Satyam Conputer Services.

Liquidity and Capital Resources

Net cash provided by (used in) operating activities. Net cash provided by
operating activities was $5.9 million, $14.1 mllion and $14.2 nmillion in fisca
2001, 2000 and 1999, respectively.

In fiscal 1999, non-cash adjustnents to reconcile the $9.0 mllion net
i ncome to net cash provided by operating activities consisted primarily of
depreci ation and anortization of $11.5 nmillion. These adjustnments were partially
Of|Fet by an increase in net accounts receivable and unbilled revenues of $15.5
mllion.

In fiscal 2000, non-cash adjustnents
to net cash provided by operating activit
and anortization of $25.3 nmillion and deferred stock conpensation expenses of
$16.9 mllion, These adjustnents were partially offset by an increase in working
capital, consisting nainly of an increase in net accounts receivable and
unbilled revenues of $23.2 million, and an increase in pre-pai d expenses, other
receivabl es and inventory of $10.3 million. Net accounts receivable and unbilled
revenues increased primarily as a result of a significant increase in our
revenues. Pre-paid expenses, other receivables and inventory increased prinmarily
as a result of increased prepaynents relating to Infoway’s use of |eased
tel econmuni cations |lines, satellite |link charges and insurance prem uns.

to reconcile the $6.9 million net |oss
es consisted primarily of depreciation
rr
ia
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In fiscal 2001, non-cash adjustments to reconcile the $27.9 million net
| oss to net cash provided by operating activities consisted prinmarily of
deferred stock conpensation expenses of $46.1 million and deFreciation and
anortization of $54.5 nmillion. These adjustnents were partially offset by an
increase in net accounts receivable and unbilled revenues of $49.5 nmillion. Net
accounts receivable and unbilled revenues increased primarily as a result of a
significant increase in our revenues.

~ Net cash used in investing activities. Net cash used in investing
activities was $137.8 million, $83.6 million and $36.1 million in fiscal 2001,
2000 and 1999, respectively. Net cash used in investing activities was primarily
[

related to purchases of premises and equiprment of $35.8 nmillion in fiscal 1999;
and was prinmarily related to purchases of prenises and equi pnent of $40.8
mllion and acquisitions and Investnents in associated conpanies of $40.2
mllion in fiscal 2000. Net cash used in investing activities in fiscal 2001 was
pr|nar|!Y related to acquisitions and investnents in associated conpani es of
$52.5 mllion; and purchases of premises and equi pnment of $84.8 million
consisted primarily of infrastructure, conputers and other equi pnment associ ated
with the expansion in headcount as we continued to grow

~ On Novenber 29, 1999 Infoway purchased 24.5% of the outstanding shares of
iaWrld for a cash purchase price of $28.3 million, together with a $11.8

I'i on non-refundabl e deposit towards an option to purchase the remmining 75.5%
of the outstanding shares in Indiawrld for a purchase price of $85.0 nmillion

| nf oway exercised the option to acquire the remaining outstandlng shares of

| ndi aWrld in June 2000 b Paylng $48.7 mllion in cash and the bal ance in
268,500 equity shares of Infoway valued at $24.6 mllion

nd
I

m

f
n
n

~ Net cash provided.bY.financing activities. Net cash provided by financing
activities was $14.2 million, $251.7 million and $35.8 million in fiscal 2001
2000 and 1999, respectively. In addition to using cash generated from . .
operations, we financed our continuing expansion primarily through borrowi ngs in
fiscal 1999; throu?h capital raising activities in fiscal 2000 and through sale
of investnents in fiscal 2001

As of March 31, 2001, we had $66.1 mllion in cash and cash equival ents (of
whi ch $30.8 nillion was held by Infoway and therefore may not be accessible to
us), $7.3 mllion in working capital |oans, $41.3 nmillion of outstanding secured
and unsecured bank termloans and $1.6 mllion in other outstanding |oans.
these $41.3 million in | oans, we had rupee term | oans ag%regat|nP 37.5 million
at a weighted average annual interest rate of 14.0%and U. S. dollar termloans
of $3.7 mllion at a weighted average annual interest rate of 8.9% OQur rupee
denomi nated | oans are either fixed rate or variable rate at a margin over a
mnimmlending rate; our U S. dollar |oans bear interest at LIBOR plus a
margin. Mbst of our termloans are repayable in installments. Approxi mately
$33.2 nmllion of long-termdebt is due for repayment on or before March 31
2002. As of March 31, 2001, we had borrowed approximately $1.1 nmillion of our
avai |l abl e credit under our existing long-termcredit facilities. In sone of our
| oan agreenents, we have agreed to customary restrictive covenants, includin
covenants restricting SatKan1Cbnputer Services from paying dividends other than
fromits profits of the then current fiscal year after making the necessary
provisions, fromincurring further indebtedness other than for its working
capital or in the ordinary course of business, fromentering into any merger or
amal gamation or consolidation, fromeffecting any material change in conposition
of its board of directors or managenment or ownership, and fromanmending 1ts
Menor andum and Articles of Association or alter|nP Its capital structure or
sharehol ding pattern, in each case without prior l'ender consent. Under our term
| oan agreenents, we are entitled to prepay our termloans but we nust also pay
an additional early repaynent fee determi hed by the rel evant |ender
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<TABLE>
<CAPTI O\> ,
Amount Interest Rate Conput ation
Loan Type Lender s Qut st andi ng (per annum Met hod
(in thousands)

<S> <C <C <C <C
Foreign DBl and Exi m Bank $3, 730 Rangi ng from 1.75%to
Currency 8. 63% 3.50% over
Term Loans to 10.26% LI BOR
Rupee Term | DBl 14,728 Rangi ng from 1.50%to 2.00%
Loans 15. 4@§P) over

to 15.92% MR
Rupee Term Loans | DBI 9,605 12. 50% Fi xed
Wrking Capital G obal Trust Bank and 7, 358 Ran%ing from 10. 00% PLR
Loans Vijaya Bank to 15.50%
Rupee Loan of Citibank and 1CCl Bank 13,196 14.03% Fi xed
Sat yam Associ at es
Trust
Gt her | oans Various parties Variabl e interest Variabl e

1,583 rates
Total.......... $50, 200

</ TABLE>

In June 2000, we conpleted the sale of 347,200 equity shares in I|nfoway,

representing 1.6% of Infoway's outstanding equity shares, at a price of $144.00
er equity share ($36.00 per ADS equivalent) to Governnent of Singapore

nvestment Corporation Pte. Ltd. W received approximately $49.0 nmillion, net of
the transaction costs but before paynent of capital gains taxes of aﬁprOX|nately
22.0% The CGovernnent of Singapore Investnent Corporation Pte. Ltd. has a put
option to sell the shares back to us at a RLlce equal to the Indian Rupee

equi val ent to the average Nasdag National Market cI03|n%/pr!ce during the three
days before exercise of the put option, discounted by 41% if Infoway does not
conplete an initial public offering on a recogni zed stock exchange in India by
Sept ember 2001.

. In Cctober 1999, Infoway conPIeted its U.S. initial public offering and
i ssued 19, 205, 000 ADSs, adjusted for a 4-for-1 ADS split effected in January
2000, (representing 4,801,250 equity shares) at a price of $4.50 per ADS.

I nf oway received aﬁprOX|nately $79.2 mllion, net of underwiting discounts,
conmi ssions and other offering costs. In February 2000, |Infoway conpleted a
followon offering and issued an additional 1,868,700 ADSs (representing 467,175
eqU|t¥ shares) at a price of $80.00 per ADS. |nfoway received approxi mately
$141.7 mllion, net of underwiting discounts, conmi ssions and ot her offering
costs.

W expect Infoway to continue incurring |osses in the near future. Based
upon I nfoway’'s present business and fpnd!nP pl ans and a May 2001 gover nnent
policy change that increased the permnissible foreign ownership in certain
I nternet service providers, including Infoway, from49.0%to 74.0% we believe
that |Infoway’'s cash and cash equivalents of $30.8 mllion as of March 31, 2001
and, if necessarY, ot her resources believed to be available, are sufficient to
nmeet its currently known requirenents through March 31, 2002, and we do not
expect to have to provide it with any funds. In |ight of the highly dynamc
nature of Infoway’'s business, however, we cannot assure you that its capita
requirenents and sources will not change significantly in the future or whether
or not it may seek future financial support from us.

~ During 2002, we anticipate capital expenditures of approximately $40.0
mllion, pr|nC|paIIY to finance the establishment of offsite centers in the
United States and el sewhere and to continue the expected expansi on of our
of fshore centers in India to neet continuing high demand for our services. W
bel i eve t hat eX|st|ng cash and cash equival ents, net proceeds from our May 2001
ADS of fering and funds generated fromoperations will be sufficient to neet
t hese requirements. However, we
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may significantly alter our proposed capital expenditures plans and accordingly,
may require additional financing to neet our requirenents. After fiscal 2002, we
may require additional financing to fund our working capital and capital
expenditure requirenments. In either case, we cannot assure you that additiona
financing will be available at all or, if available, that such financing will be
obtained on terns favorable to us or that any additional financing will not be
dilutive to our sharehol ders.

~I'n April 2001, followi ng the conpletion of the |atest version of
Vi si onConpass, we decided to restructure VCl by reducing product devel opment and
general and administrative expenses. As part of the restructuring, the services
of approximately forty personnel, including the Chief Executive ficer, Dr.
Robert Bismuth, were terninated.

Consequent to restructuring, VCl has put in place an aggressive business
devel opnent pl an that has begun to show results. The second quarter in fisca
2002 is expected to generate revenues of $400,000, of which firmorders for
nearIY $75,000 were received within first ten days of the quarter. Revenues for
fiscal 2002 are expected to be approximately $2.5 mllion. The restructuring has
substantially reduced VCl's exPend|tures and we expect that we will contribute
approximately $2.4 million to fund VC during fiscal 2002.

Il ncome Tax Matters

As of March 31, 2001, we had an operating |loss carry forward of
approxi mately $25.0 million for tax purposes Including valuation allowance.
Under Indian law, loss carry forwards froma particular year may be used to
of fset taxable income over the next eight years.

The statutory corporate income tax rate in India is currently 35.0% This
tax rate is Eresently subject to a 2. 0% surcharge resulting in an effective tax
rate of 35.7% However, we cannot assure you that additional surcharges will not
bellnBIenented.by the government of India. Dividends declared, distributed or
paid by an |Indian corporation are sub+ect to a dividend tax of 10.2% including
the presently apgllca l e surcharge, of the total anount of the dividend
decl ared, distriputed or paid. This tax is not paid by shareholders nor is it a
wi t hhol di ng requirenent, but rather it is a direct tax payable by the
cor porati on.

~Sat yam Conput er Services benefits fromthe significant tax incentives
provided to I T service firms under Indian tax |law. The two principal incentives
are:

a tax deduction for all profits derived from exporting conputer
sof tware and services; and

a 10-¥ear tax holiday in respect of inconme derived fromthe operation
of software devel opnent centers designated as "Software Technol ogy
Par ks" under the Indian tax |egislation.

As a result, the majority of our incone is not sub%ect.to I ndi an tax and,
accordingly, our effective tax rate is far below the effective Indian statutory
income tax rate of 35.7% The Software Technol ogy Park tax exenption schene was
nodi fied effective April 1, 2000. Al facilities registered in the programon or
before March 31, 2000, which include all of our existing facilities in India and
registrations for 10 new facilities which have not yet been constructed, wll
continue to benefit fromthis program under present |aw. However, any new
facilities that did not comence operation before ril 1, 2000 will no | onger
be entitled to the benefits of the tax exenption schenme. This neans that we will
benefit less fromthe schene as we develop additional facilities and our
effective tax rate will increase in the future.

Ef fects of Inflation

. Inflation has not had a significant effect on our results of operations and
financial condition to date. However, |ndia has experienced relatively high
rates of inflation in the recent past. According to the Econonmist Intelligence
Unit, the rates of inflation in India for 1997, 1998, 1999 and 2000 were 7.2%
13.2% 4.7% and 5.1% respectively, and the projected rate of inflation in India
for 2001 is 5.3%

. Under Infoway’'s Internet service provider license, Infoway is given the
right to establish the prices it charges to its subscribers, as determ ned by
mar ket forces. However, under the conditions of Infoway's |icense, the TRAI hay

[

X the prices InfomaY charges its subscribers at any tinme. If the
TRAI were to fix prices for the Internet service ErOV|der servi ces | nfoway
provi des, Infoway mght not be able to increase the prices it charges its
subscribers to mtigate the inpact of inflation, which could seriously harm

I nf oway’ s busi ness.
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. The following table sets forth, for each of the nonths indicated,

i nformation concerning the nunber of Indian rupees for which one U S. dollar
coul d be exchanged based on the averaﬁe of the noon buying rate in the Cty of
New York on the |ast day of each nonth during each of such nonths for cable
transfers in Indian rupees as certified for custonms purposes by the Federa
Reserve Bank of New York

<TABLE>
<CAPTI O\>
Mont h Mont h End Aver age Hi gh
<S> <C <C <C
Decenmber 2000, ... . ..o Rs. 46.69 Rs. 46.79 Rs. 46.87
January 2001, ... .. 46. 46 46. 59 46.77
February 2001, ... ..o 46. 66 46. 55 46. 67
March 2001, ... .o 46. 85 46. 64 46. 85
Pl 2001, .o 46. 86 46. 80 47.05
Y 2000, 47.00 46. 94 47.05
</'TABLE>

The following table sets forth, for the fiscal years indicated, information
concerning the nunber of Indian rupees for which one U. S. dollar could be
exchanged based on the average of the noon buying rate in the City of New York
on the last day of each nonth during the Berlod or cable transfers in Indian
rupees as certified for custons purposes by the Federal Reserve Bank of New

Yor k:

<TABLE>

<CAPTI ON>

Fiscal Year Ended March 31, Period End Aver age High
<S> <C <C <C
1996 (from December 12, 1995).................coiint. Rs. 34.22 Rs. 35.49 Rs. 38.35
1007 35. 94 35.52 35.98
1908 39.50 37.18 40. 40
1999 L 42. 44 42.08 43. 68
2000 ... 43. 63 43. 34 43. 82
2000 46. 85 45.70 46. 91
</ TABLE>

| npact of Recently Issued Accounting Pronouncenents

In June 1998, the Financials Accounting Standards Board (FASB) issued SFAS 133,
"Accounting for Derivative Financial Instruments and for Hedging Activities".
SFAS 133 provides a conprehensive and consistent standard for the recognition
and measurenment of derivatives and hedging activities. SFAS 133 was anmended by
SFAS 137 and SFAS 138. SFAS 133, as anended is effective for Satyanmis fisca
year 2002. The adoption of this standard does not have any nmaterial inpact on
Satyans’ results of operations or financial position

I n Septermber 2000, the FASB issued SFAS 140 "Accounting for Transfers and
Servicing of Financial Assets and Extinguishnments of Liabilities." SFAS 140

repl aces SFAS 125, revising the standards governi ng accounting for
securitizations and other transfers of financial assets and collateral. Adoption
of SFAS 140 is required for transfers and servicing of financial assets and
extingui shments of liabilities occurring after March 31, 2001. The adoption of
this standard does not have any material inpact on Satyanms’ results of
operations or financial position.

In July 2001, the FASB issued SFAS 141, "Business Conbinations". SFAS 141
addresses financi al accounting and reporting for business conbinations and

super sedes APB 16, "Business nbi nat1 ons", and SFAS 38, "Accounting for .
Pre-acquisition Contingencies of Purchased Enterprises”. This statenment requires
all business conbinations in its scope to be accounted for using the purchase
nmet hod. This statenment is apPI|cab!e to all business conmbinations initiated
after June 30, 2001 and to all business conbinations accounted for using the
purchase nethod for which the date of acquisition is July 1, 2001, or |ater
Satygn1hs in the process of assessing the inpact of the adoption of this

st andar d.

I'n July 2001, the FASB al so issued SFAS 142, "Goodwi |l and Qther Intangible
Assets"™. SFAS 142 addresses financial accounting and reporting for acquired

%opdmﬁll and ot her intangi bl e assets and supersedes APB 17, "Intangi ble Assets".
his statenent discontinues anortisation of goodwi Il and requires periodic
assessnent for goodw || inpairnment and a charge to incone statenent, if
required. This statenment is required to be applied starting with fiscal years
begi nning after Decenber 15 2001. Early application is pernmitted with fiscal
years beginning after March 15, 2001, provided that the first interimfinancial
statenments have not previously been Issued. Satyamis in the process of

assessing the inpact of the adoption of this standard.
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Item 6. DI RECTORS, AND OFFI CERS OF REGQ STRANT
Directors and O ficers

. The following table sets forth the name, age, and position of each
director and executive officer of Satyam Conputer Services, as of July 26, 2001:

<TABLE>
<CAPTI ON>
Nane Age Position Held
Directors
<S> <C <C
B. Ramalinga Raju............. 45  Chairman . _ .
B. Rama Raju.................. 42 Managi ng Director and Chief Executive Oficer (3)
C. Srinivasa Raju............. 40 Di rector
V. P. Rama Rao................ 67 Director (1) (2) (3)
C. Satyanarayana.............. 12 Director (1) (2) (3)
Dr. Mangal am Srinivasan....... 63 Director (1) (2
Executive Officers
TR Anand.................... 45 Senior Vice President--Vertical Business Unit--Telecom
Anil Kekre.................... 50 Executive Vice Presi dent--R_egi onal Business Unit--Europe
Joseph Abraham............... 49 gorector & Senior Vice President--Vertical Business Unit--US Federal
Ver nment
Kalyan Rao K. ................ 48 Executive Vice President & Chief Technical Oficer--Vertical
Busi ness Unit--Tel ecom
Manish Mehta.................. 44 Senior Vice President--Vertical Business Unit--Mnufacturing ,
Mhan Eddy F. S ............. 51 Director--Horizontal Business Unit--Collaborative Enterprise Solutions
Mirty A S 42 Director & Senior Vice President--d obal Human Resources
Prabhat G B. ................ 35 Director--Horizontal Business Unit--Enterprise Business Solutions
Rakesh Bhatia................. 45  Senior Vice President--Horizontal Business Unit--1T Qutsourcing
Ram Mynampati................. 43 Executive Vice President & Chief Operating Officer--Vertical Business
Unit--Insurance, Banking & Financial Services, Healthcare
Sinha P. K .................. 52 Senior Vice President--Quality
Srinivas V. ...l 41  Senior Vice President & Chief Financial Officer
Thiagarajan K................. 48 Director & Senior Vice President--Corporate Planning and Strategy

</ TABLE>

1 Menmber of the Audit Committee

Menber of the Conpensation Conmittee

Menber of the Investors Gievance Conmittee
B. Ramalinga Raju has been on our board of directors since our inception in
1987. He becane Chairnman of our board of directors in 1995 Before this, he was
with the Satyam Corporate Group as Vice Chairman. M. Rarrallng?_a Raju also sits
on the board of directors of Satyam Infoway Linited, VCl and Tel econmuni cati ons
Consultants India Limted. M. Ramalinga Raju holds a master of business
adm ni stration degree fromChio University and has attended the owner/president
managenment course at Harvard Busi ness School .

B. Rama Raju has been on our board of directors since our inception in
1987. He becane the Managi ng Director and Chief Executive O ficer of our conpany
in 1991. Before 1997, he was with Maytas Infra Limited as one of its Directors.
M. Ranma Raju also sits on the board of directors of Dr. MIlenniumlInc., Mytas
Infra Limted, Satyam Venture Engineering Services Private Linmited and Gautami
Power Limted. M. Ranma Raju holds a nmaster of economics from Loyol a Coll ege,
Chennai and a naster of business administration fromLoredo State University,
Texas and has al so attended the owner/president managenent course at Harvard
Busi ness School. M. Rama Raju is the younger brother of M. B. Ramalinga Raju,
t he Chai rman of our conpany.

C. Srinivasa Raju has been on our board of directors since 1990. He becane
t he Executive Director of our company in 1993. Effective Septenmber 1, 2000, M.
Srinivasa Raju relinquished his full tinme position as Executive Director to
devote his tine to other independent projects. M. Srinivasa Raju will continue
to serve on the board of directors as a non-Executive director. M. Srinivasa
Raju also sits on the board of directors of Infoway. He has served as the Chief
Executive O ficer of Dun & Bradstreet Satyam Software (Pvt) Linmited, fornerly a
bpl nt venture conpany of Dun & Bradstreet and our conpany. He has al so served as

rector of SES. Before this, he worked for Aqua Terra Consultants
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in Palo Alto, California, as a consultant. M. Srinivasa Raju holds a master of
engi neering degree and a master of science de%ee fromUah State University.

Srinivasa Raju is related by marriage to . B. Ramalinga Raju, the Chairman
of our conpany.

V. P. Rana Rao has been on our board of directors since July 1991. Before
s, he was with the Indian Administrative Service and was the Chief Secretary
t he governnent of Andhra Pradesh. He was closely involved with the industrial
el opnent of Andhra Pradesh for over two decades. He al so worked as the Chief
Industrial Infrastructure Corporation. M. Rama Rao hol ds a post-graduate
degree in arts, a bachelor degree in civil laws and a post-graduate diploma in
techni cal science and industrial adnministration, from Manchester University,
located in the United Ki ngdom

~ C. Satyanarayana has been on our board of directors since July 1991. Before
this, he was with the |Indian Revenue Service as the Assistant Conmm ssioner of
Income Tax. M. Satyanarayana al so sits on the boards of several |eading
conpanies in India. M. Satyanarayana hol ds a bachel or degree in engi neering
fromthe University of Madras.

~Dr. Mangal am Srini vasan has been on our board of directors since July 1991.
She is a managenent consultant and a visiting Brof essor at several U S
uni versities. Dr. Mangal am Srinivasan holds a Ph.d. in technology from Ceorge
Washi ngton University, a master of business administration degree (international
finance and organi zation) fromthe University of Hawaii, a master of arts degree
(English) from Presidency Coll ege, Madras University and was an advanced speci al
schol ar (astronony and physics) at the Uni versHK of Maryland. Currently, .
Mangal am Sri nivasan i s an advisor to Center for Kennedy School of Governnent of
Harvard University where she is a distinguished fellow

T. R Anand has been our Senior Vice President--Vertical Business
Uni t--Tel ecom si nce Novenber 2000. Prior to this, he was our Senior Vice
President, Strategic Business Unit 3 from 1999. Before this, he was with | BM
G obal Services India (fornerly Tata Information Systens Ltd.) as Ceneral
Manager. M. Anand holds a bachel or of engineering degree fromU. V.C E.,
Bangal ore and a post —?raduat e di pl oma i n nanagenent (specialization in
information systenms) fromlndian Institute of Managenent, Ahnedabad.

~ Anil Kekre has been our Executive Vice President--Regional Business
Unit--Europe since Novenber 2000. Prior to this, he was our Senior Vice
President, Strategic Business Unit 5 from 1997. Before this, he was with Tata
Informati on Systems Ltd. as General Manager. M. Anil holds a master in
t echnol ogy (el ectronics and conputer science) degree fromlIndian Institute of
Technol og¥, Kanpur and a naster of business administration degree fromthe
Faculty of Managerent Studies, New Del hi.

Joseph Abraham has been our Director & Senior Vice President--Vertical
Busi ness Unit--US Federal Governnent since Novenber 2000. Prior to this, he was
our Senior Vice President, Strategic Business Unit 7 from 1998. Before this, he
was with Tata Consul tancy Services as Executive Vice President, Human Resources.
M. Abraham hol ds a master of personnel nanagerment and industrial relations
degree from Tata Institute of Social Services and a Differential Test Battery
Certificate fromMrrisby Institute, United Ki ngdom

~ Kalyan Rao K. has been our Executive Vice President & Chief Technical
Oficer--Vertical Business Unit--Tel ecomsince Novenber 2000. Prior to this, he
was our Director and Chief Technical Oficer from2000. Before this, he served
in various positions since joining our conpany in 1992. M. Kalyan Rao holds a
mast er of engineering (ECE) degree fromlIndian Institute of Science, Bangal ore.

_ Manish Mehta has been our Senior Vice President--Vertical Business
Uni t - - Manuf acturing si nce Novenber 2000. Prior to this, he was our Vice
President, Strategic Business Unit 6 from 1997. Before this, he was with
Datamatics Limted as Vice President and before that with Tata O.onsulta.nc?/
Services for 14 years. M. Mhta holds a master of engineering (industrial.
devel opnent) degree fromBirla Institute of Technol ogy and Sciences, Pilani.

C Mohan Eddy F. S. has been our Director--Horizontal Business
Uni t--Col | aborative Enterprise Solutions since Novenber 2000. Prior to this, he
was a Director, Strategic Business Unit--Satyam Renai ssance Consul ting from
1995. Before this, he was with Advent Conputer Services Limited as its Chief
Executive Officer. He is also a director of Satyam Asia Pte Ltd. M. Mhan Eddy
hol ds a bachel or of engi neering degree and a post-graduate di pl ona i n managenent
fromlndian Institute of Managenent, Calcutta.

Murty A. S. has been our Director & Senior Vice President--d obal Hunan
Resour ces since Novenber 2000. Prior to this, he was our Senior Vice President,
Human Resources from 1999. Before this, he was our Senior Vice-President of
Strategic Business Unit 1 since 1994. He is also a director of Satyam (Europe)
Limted. Before joining our

67



Page 72

[[1]]FINEDG 80531. TX] 00070. PI P EDGAR only EDG 13-AUG 2001 07:39 BLK: 00-000- 0000 00:00

1]] Sat yam Conput er s Form 20-F R R Donnelley 011 65 230 3212 97993 V3.1 ok
<PAGE>

conpanK, M. Mirty worked for Tata Consulting Services for over 12 years. M.

gUrtyI ol ds a naster of engineering degree fromlindian Institute of Science,

angal ore.

_ Prabhat G B. has been our Director--Horizontal Business Unit--Enterprise
Busi ness Sol ution since Novenber 2000. Prior to this, he was a Director
Strategi c Business Unit--Satyam Renai ssance Cbnsultln? from 1995. M. Prabhat
hol ds a naster of science (conputer sciences) degree fromlndian Institute of
Technol ogy, Chennai

~ Rakesh Bhatia has been our Senior Vice President--Horizontal Business
Unit--1T Qutsourcing since Novenber 2000. Prior to this, he was one of our Vice
Presidents from 1988 to 1991 and has been our Vice President--Strategic Business
Unit 8 from 1998. Before this, M. Bhatia worked for Inﬁf|rat|ons i n Conputing
PL, AWP Insurance and EDS Australia from 1991 to 1998. . Bhatia holds a
bachel or of conputer science degree from Harrow Col | ege of Technol ogy, London.

. Ran1$ynanpati has been our Executive Vice President & Chief Operating
O ficer--Vertical Business Unit--Insurance, Banking & Financial Services,
Heal t hcare since Novenber 2000. Prior to this, he was our Executive Vice
President, Strategic Business Units 1, 2 & 4 from 1999. Before this, he was with
Met anor G obal Solutions, USA as Senior Vice President, Operations. M.
nanpati holds a master of conputer science degree fromCalifornia State
hi versity.

~ Sinha P. K has been our Senior Vice President--Quality since 1999. Before
this, he was our Vice President, Quality. M. Sinha holds a bachel or of
engi neering degree from Ranchi University and a master of business
adnmi ni stration degree fromJamal al Bajaj Institute, Mnbai

Srinivas V. has been our Senior Vice President & Chief Financial Oficer
since Novenber 2000. Prior to this, he was our Vice President and Chief
Financial O ficer from1998. Before this, he was our General Manager, Finance.
M. Srinivas is a fellow nmenber of the Institute of Chartered Accountants of
India and the Institute of Conpany Secretaries of India. He is al so an associate
menber of the Institute of Cost and Wbrks Accountants of India. He is also a
director of Satyam-GE Software Services Private Limted. In addition, he holds
6 bachel or of |aw degree and a naster of conmerce degree from Osnania

ni versity.

Thi agaraj an K. has been our Director & Senior Vice President--Corporate
Pl anni ng and StratePy since April 2001. Prior to this, he was President--E
Trai ning of Satyam I'nfoway Ltd., since Januak¥, 2000. Before this, he was with
Sanmar Wi ghi ng” Systens Ltd., as President. Thi agaraj an hol ds a Bachel or of
Technol ogy degree fromlndian Institute of Technol ogy, ennai and Post G aduate
Di pl ona I'n Busi ness Managenent from Indian Institute of Managenent, Ahnedabad.

Conpensati on
Executi ve Conpensation

Under the Conpanies Act, our sharehol ders nust approve the salary, bonus
and benefits of all associate directors at an annual general meeting of
sharehol ders. At our general neeting held in May 28, 1999, our sharehol ders
approved the enploynent terns and conditions for each of our associate directors
i ncluding the nonthly salary, benefits, nedical reinbursenent and pension fund
contri butions. These terns are nmade for a five-year period. The enployment terms
of M. B. Ramalinga Raju, the chairman of our board of directors, and M. Rama
Raj u, our managi ng director and chief executive officer, were renewed for a
period of five years with effect fromApril 1, 1999.

No renuneration was paid to our non-executive directors. There are no | oans
to, or guarantees in favor of, directors.

~ The following table sets forth all conpensati on awarded to, earned by or
paid to M. B. Rana Raju, our nanaging director and chief executive officer
during fiscal 2001 for services rendered in all capacities to us. M. Raju was
appoi nted managi ng director and chief executive officer of our conpany in 1991
Wth the exception of three executive officers who are serving overseas, none of
our other executive officers earned a conbined sal ary and bonus in excess of
$100, 000 during any of the last three fiscal years. Wth respect to the three
overseas executive officers, we have not provided individual conFensat|on
i nformation because their conpensation is attributed predomnantly to their
overseas assignnents, and if they were based in India, their individua
conpensation woul d not exceed $100,000. In accordance with the rules of the
Securities Exchange Conmi ssion, other conpensation in the formof perquisites
and ot her personal benefits has been omtted because the aggregate anount of
such perquisites and Eersonal benefits constituted | ess than the | esser of
$50, 000 or 10.0% of the total of annual salary and bonuses in fiscal 2000. The
total renmuneration received by our executive officers
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and directors for their services to us for the fiscal year ended March 31, 2001
was $1.1 million. The total renunmeration and the amounts in the follow ng table
ggglln dol l ars based on the noon buying rate of Rs.46.85 per dollar on rch 31

<TABLE>

<CAPTI ON> )
Annual Conpensati on

Nane and Principal Position Sal ary Bonus O her(1)

<S> <C <G <C

B. Rama Raju, Managing Director and Chief Executive Officer........ $35, 859 --  $46, 808

</ TABLE>

(1) I'ncludes conmm ssions, nenbership fees and housing all owance.
Option Grants In Last Year

As of March 31, 2000, we had granted to our executive officers warrants to
purchase 2,078,100 equity shares. of March 31, 2001, the aggregate nunber of
shares underlying warrants granted to our executive officers was 2,259, 300 and
no warrants have been granted to our directors.

Enpl oyee Benefit Pl ans

. Ve have instituted an incentive plan, and intend to institute additiona

i ncentive plans, to reward associ ates’ performance through cash paynments and,
since Septenber 1999, stock options. Associate performance is neasured by
reference to the associate’s contribution to (1 rofits and his or her tenure
of service, (2) organizational devel opment and (3) custoner satisfaction. An
associ ate nust score a nmini mrum nunber of points in each performance criterion to
be eligible for a reward. Since the introduction of stock options, cash bonuses
have decreased and we expect cash bonuses to continue to decrease in the future
as we place nore enphasis on the granting of stock options.

~ Associate Stock Option Plan. The ASCP provides for the grant of warrants to
el i gi bl e associ ates, entitling such associates to apply for and receive 10
equity shares of our conpany per warrant. Al full-time associates of our
conpany and our subsidiary conpanies are eligible associates.

Qur ASOP was approved at the annual general neeting of shareholders in My
1998. Associates may exercise warrants issued under the ASOP at the tinmes and
upon the dates determined by a committee of our board of directors. As of March
31, 2001, warrants to purchase 11,284,070 shares in Sat¥an1Cbnputer Servi ces
have been granted to associates pursuant to our ASOP, of which warrants to
Eurchase 1,829,930 shares have been exercised. As of March 31, 2001, the Trust

eld 1,715,930 equity shares in Satyam Conputer Services reserved for issuance
upon the exercise of warrants which had not yet been granted by the Trust
pursuant to our ASCP

The Trust acts as the operating agency for adm nistering the ASOP. In
accordance with the resol utions passed at our annual general meeting, we
allotted to the Trust warrants for equity shares in an anpbunt not to exceed
13, 000, 000 shares. The Trust hol ds these warrants on behal f of our associates
and those of our subsidiaries. A conmttee of directors constituted and
aut hori zed by our board of directors, or advisory board, is in charge of
studyi ng and assessing eligible associates. The advi sory board identifies and
recomrends associates to the Trust according to guidelines framed and approved
by the board of directors. Factors considered for the assessnent of associates
are performance, organizational devel opment and customer satisfaction. The
advi sory board can al so reconmend awards as i ncentives to new associ ates j oi ning
us, and to associ ates who have shown exceptional performance. On the
recomendati ons of the advisory board, the Trust advises us of offer of warrants
to identified associ ates.

An associ ate nust Bay consi deration of one rupee per warrant to the Trust
before the warrant can be transferred to the associate. These warrants are
non-transferabl e by the associate. However, if the associate ceases to be an
associ ate of our conpany by reason of resignation, dismssal or severance, the
warrants will be transferred back to the Trust for the same consideration paid
by the associate. If the associate ceases to be an enployee by retirenent or
death, the rights and obligations under the warrants accrue to the associate or
his or her legal heirs. The conversion date of warrants is deternmined by the
advi sory board. The conversion price to be paid by the associate upon conversion
has been determined by the board of directors under the SEBI guidelines to be
Rs. 450, or approxinately $9.66 per share (translated at the noon buying rate of
Rs. 46.59 per $1.00 on February 28, 2001). The SEBI guidelines apply to the
pricing of shares issued under enployee stock option plans. Under the

ui del rnes, the mininum exercise price to acquire shares under our ASOP is the

i gher of the follow ng:

(i) the average of the weekly high and | ow of the closing prices
of the underlying shares quoted on the relevant Indian stock exchange
during the six nonths period before the date which is 30 days before
the date of our shareholders neeting at which the plan was approved
(or April 24, 1998 in the case of our ASOP); and
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(ii) the averaﬂe of the weekly high and | ow of the closing prices
of the underlying shares quoted on the rel evant |ndian stock exchange
during the two weeks Eerlod before the date which is 30 days before
the date of our shareholders neeting at which the plan was approved
(or April 24, 1998 in the case of our ASOP)

Shares transferred to the associate after conversion fromwarrants becone
t he absol ute propert¥ of the associate. In the event of a bonus or rights issue
or any other 1ssue of securities to the existing holders, the warrant hol ders
may be given an opportunity to exercise the conversion warrant, even before the
conversion date to enable the warrant holder to be eligible for the issue of
securities. Such shares allotted upon conversion would be in the custody of the
Trust, to be released to the associate after the conversion date.

Associ ates Stock Option Plan B. In May 1999, the sharehol ders at our annua
general neeting approved the ASOP B. ASOP B provides for the grant of options to
eligible assocrates, which entitles these associates to apply for and receive
five equity shares of our conpany per option. Al full-time associates of our
COUP@”Y and our subsidiary conpanies are eligible associates. tions granted to
el i gi bl e associ ates under the ASOP B becone vested and exercisable within tine
periods selected by a committee of our board of directors.

Under our ASOP B, 13, 000,000 equity shares were set aside for associate
stock options. Stock options carry a mninmmvesting period decided by the
committee of our board of directors. As of March 31, 2001, options to purchase
5,759, 209 of our equity shares have been granted to associates under this plan

The ASOP B may be administered by a committee of the board. The committee
has the power to determine the terns of the options granted, |nplud|nﬁ t he
exercise price, the nunber of equity shares subject to each option, the .
exercisability thereof and the form of consideration payabl e upon such exercise
(which nay be less than the fair narket value of our equity shares on the date
of grant) in accordance with the SEBI guidelines described above. In addition
the coonmttee has the authority to anmend, suspend or terninate our ASOP B

~ ASOP ADR. Qur ASOP ADR provides for the grant of incentive stock options
(within the neaning of Section 422 of the Internal Revenue Code) and
non-statutory options to acquire ADRs of Satyam Conputer Services to our
associ ates, officers and directors as well as to enpl oyees, officers and
directors of our parent or subsidiary entities. The establishnent of our ASOP
ADR was approved at our annual general meeting of shareholders in May 1999,
subject to a $25.0 million linit on the ag%rggate mar ket val ue of the equity
shares initially reserved pursuant to the ASOP ADR Accordingly, the tota
equity shares reserved for issuance may be reduced by the board of directors
fromtime to time to cpanY with the $25.0 million Iimt. Al options under our
ASOP ADR wi || be exercisable for ADSs represented by ADRs.

Qur ASOP ADR mamy be administered by the board of directors or a committee
of the board. The committee has the power to determne the ternms of the options
granted, including the exercise price, the nunber of ADSs subject to each
option, the exercisability thereof and the form of consideration payable upon
such exercise. In addition, the committee has the authority to anend, suspend or
termi nate our ASOP ADR, provided that no such action may affect any ADS
previously issued and sold or any option previously granted under our ASOP ADR

Options granted under our ASOP ADR are not generally transferable by the
opti onee, and each option is exercisable during the lifetime of the oFtionee
only by such optionee. Options granted under our ASOP ADR nust generally be
exercised within three nonths of the end of the optionee' s status as an
associ ate of our conpany, but in no event later than the expiration of the
option’s term In the event of an optionee’'s termination as a result of death or
disability, the vesting and exercisability of the optionee’s option wll
accelerate in full and the option nust be exercised within 12 nonths after such
term nation, but in no event later than the expiration of the option’s term The
exercise price of incentive stock options granted under our ASOP ADR nust be at
| east equal to the fair market value of our ADSs on the date of grant. The
exercise price of non-statutory stock options granted under our ASOP ADR nust be
at | east equal to 90.0%of the fair market value of our ADSs on the date of
grant. Wth respect to anY partici pant owni ng stock possessing nore than 10.0%
of the voting power of all classes of our outstanding capital stock, the
exercise price of any incentive stock option granted nust equal at |east 110.0%
of the fair narket value on the grant date and the term of such incentive stock
option nust not exceed five years. The termof all other options granted under
our ASOP ADR may not exceed 10 years.

Qur ASOP ADR provides that in the event of a nmerger of our conmpany with or
i nto anot her corporation, a sale of substantially all of our assets or a |ike
transaction invol ving our conpany, each option shall be assunmed or an equi val ent
option substituted by the successor corporation. If the outstanding options are
not assumed or substituted as described in the precedi ng sentence, the vesting
and exercisability of each option will accelerate in full.
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. ASOP. In fiscal 1999, Infoway established the | ASOP which provides for the
i ssuance of warrants to Burchase I nfoway shares to eligible associates of
stantially simlar to the ASOP and is adm nistered by

Infomay. The 1 ASOP is su
an enpl oyee wel fare trust, the Infoway Trust. Infoway issued to the |nfowa

Trust 825,000 warrants of Rs.1 each to purchase eqU|tY.shares in Infoway. In
turn, the Infoway Trust fromtinme to time grants to eligible associates warrants
to purchase equity shares held by or reserved for issuance to the Infoway Trust.
As of March 31, 2001, warrants to purchase 565,220 shares have been granted to
associ ates, and 200 warrants have been exercised. As of March 31, 2001, the

I nfoway Trust held warrants to purchase 259, 780 equity shares of Infoway which
had not yet been granted bg the Infoway Trust to associates pursuant to its

| ASOP but are expected to be granted in the future. An assocl ate nust pay

consi deration of Rs.1 per warrant to the Infoway Trust and each warrant entitles
t he associ ate-hol der to purchase one share of Infoway at an exercise price

deci ded by the board of directors. The board of directors has determined that in
no event will the exercise price be | ess than 90.0% of the market price of the
shares on the Nasdag National Market as of the grant date. The warrants and the
shares received upon the exercise of warrants are subject to progressive vesting
over a three year period fromthe date the warrants were issued to the

associ ate. The exercise period for these warrants is 30 days fromthe vesting
period. The intrinsic value of each warrant is the market price of the shares
underlying the warrants on the date of the grant. The warrants allotted and the
under | ying shares are not subject to any repurchase obligations by Infoway. W
account for the ASOP as a fixed warrant plan. W eerct that the exercise price
of warrants granted in the future will not be | ess than 90.0% of the fair nmarket
val ue of the underlying shares and therefore we do not expect to incur a
conpensati on expense wth respect to those future grants.

VCI ASOP Plan. In April 2000, VCl established the VCI Stock Option Plan, or
the VCI Plan. The VCl Plan provides for the grant of incentive stock options
(within the nmeaning of Section 422 of the Internal Revenue Code) and
non-statutory options to acquire shares of common stock of VCI to VCl enployees,
directors and consultants as well as to enployees, directors and consultants of
VClI’s parent or subsidiary entities, including our enployees, directors and
consultants. The option price is determined by the board of directors at the
time the option is granted, and, in the case of incentive stock options, in no
event is less than the fair market value of the shares at the date of grant as
determ ned by the board of directors. The shares acgu!red t hrough the exercise
of options are subject to the restrictions specified in the VCI Plan. Options
general |y vest over a four-year period and expire ten years fromthe date of
grant.

The VClI board of directors or a conmittee of the VCl board may admi nister
the VCI Plan. Options granted under the VCI Plan are not generally transferable
by the optionee, and each option is exercisable during the lifetine of the
optionee only by such optionee. The exercise price of oBt|ons granted under the
VCl Plan is determned by the administrator of the VCI Plan; provided that the
exercise price of incentive stock options granted under the VCI Plan nust be at
| east equal to the fair narket value of VCI shares on the date of grant. Wth
respect to any participant who owns stock possessing nore than 10.0% of the
voting power of all classes of VClI's outstanding stock, the exercise price of
any incentive stock option granted nust equal at |east 110.0% of the fair market
value of VCl's shares on the grant date. The term of options granted under the
VCl Plan is determned by the administrator of the VCI Plan; provided that the
termof any incentive stock option may not exceed 10 years, and may not exceed
five years if Pranted to any participant owning nore than 10. 0% of the voting
power of all classes of VCl 's outstandi ng stock

The VCI Plan provides that in the event of a nerger of VCI with or into
anot her corporation, a sale of substantially all of VCl's assets or a |like
transaction involving VCl, each option shall be assumed or an equival ent option
substituted by the successor corporation. If the outstanding options are not
assumed or substituted as described in the precedi ng sentence, the vesting and
exercisability of each option will accelerate in full. A total of 25,000,000
shares of VCl common stock are currently reserved for issuance and as of March
31, 2001, options to purchase 919,400 shares in VCl have been granted to
associ ates and O opti ons have been exercised. The exercise prices of the prior
oEt|ons grants have been at fair value of the underlying shares. W expect that
the exercise prices of all options granted under the VCI Plan will be equal to
the fair market value of the underlying shares and therefore we do not expect to
i ncur conpensation expense with respect to those future grants.

The SEBI guidelines, effective starting June 1999, has renoved the limts
on the anpunt of stock options or warrants a conpany can grant to its enpl oyees
and the anmount of discount to nmarket price at which a conpany can grant suc
options. The guideline requires conpanies to account for the difference between
the market price of its shares and the exercise price of its enployee stock
options as personnel expenses in its profit and |oss accounts.

Board Practices

Board Conposition
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Qur Articles of Association set the m ni numnunber of directors at three
and the maxi num nunber of directors at 12. W currently have six directors. The
Conpani es Act and our Articles of Association require the follow ng:

atdleast two-thirds of our directors shall be subject to retiremnent;
an

in any given year, at |east one-third of these directors who are
subject to retirement shall retire and be eligible for re-election at
t he annual neeting of our sharehol ders.

Messrs. B. Ranmlinga Raju and B. Rana Raju are permanent directors and are not
subject to retirenent by rotation. The term of . C. Srinivasa Raju expired and
he was re-elected to an additional 4 ﬁear termat our AGMin June, 2001. The
terms of Messrs. C Sat¥anarayana, V.P. Rama Rao and Dr. Managal am Srini vasan
will expire, and each of themis UB for re-election to an additional 4 year term
at our Annual GCeneral Meetings to be held in 2002, 2003 and 2004 respectively.

Board Committees

The audit conmittee of board of directors reviews, acts on and reports to
the board of directors with respect to various auditing and accounting matters,
i ncludi ng the recommendation of our independent auditors, the scope of the
annual audits, fees to be paid to the independent auditors, the adequacy and
effectiveness of the accounting and financial controls of our coneany and our
accounting practices. The nenbers of the audit conmittee are M. V.P. Rana Rao
M Sat yanaryana and Dr. Mangal am Sri ni vasan, each of whomis an independent

irector.

The conpensation conmmittee of the board of directors determ nes the
sal aries and benefits for our executive directors and sone of our executive
of ficers and the stock options for all associates. The nenbers of the
conpensation conmittee are M. V.P. Rama Rao, M. C Satyanaryana and Dr.
Mangal am Sri ni vasan, each of whomis an independent director

The investors grievance committee of the board of directors formed in
January 2001 focuses on strengthening investor relations and addressing
i nvestors’ concerns. The nenbers of the conmittee are M. V.P. Rama Rao and M.
C. Satyanarayana, each of whomis an independent director, and M. B. Rama Raju,
Managi ng Director and CEO of the Conpany.

Director Conpensation

Qur Articles of Association provides that each of our directors shal
receive a sitting fee not exceeding the maxi mum anount al | owed under the
Conpani es Act. Currently, our directors receive Rs.5,6000 for every board and
conmi ttee neeting. |ndependent directors do not receive any additiona
conpensation for their service on our board of directors. rectors are
rei mbursed for travel and out-of-pocket expenses in connection with their
attendance at board and conmittee neetings.

Enpl oynent, Severance And O her Agreenents

Qur Articles of Association provides that directors are appointed by the
shar ehol ders by resol uti ons passed at general neetings; however, the board of
directors has the power to appoint additional directors for a period up to the
date of the next annual general neeting. Executive officers are appointed by the
managenent. There are no severance and ot her agreenents.

Enpl oyees
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~ Qur success depends in IarPe part on our ability to attract, devel op,
notivate and retain highly skilled technical associates. W offer conpetitive
sal aries, incentive pay, i1ncluding, since May 1998, stock options, extensive
training, an entrepreneurial work environnment and opportunities to work
overseas. As of March 31, 2001, we had 8,593 enpl oyees whomwe refer to as
"associates," including 7,798 technical associates. W had 3,583 and 5, 107
associ ates as of March 31, 1999 and 2000, respectively. As of date, we had none
of our associates are represented by a union. W believe that our relationship
wi th our associates is good.

~ Recruiting. W recruit top graduates fromthe enPineerin? departnments of
India’s universities and enﬂ|neer|ng.and technical colleges. India has over
1,500 such schools and, with the rapid growth of the IT services industry in
I ndia, the nunber of students.purSU|nP education in software engineering has
increased in recent years. This has allowed us to recruit froma |arge pool of
qual i fi ed applicants who undergo our.denand|n8 sel ection process involving a
series of tests and interviews. In fiscal 2000, we received approximtely 32,000
job applications, fromboth recent graduates and those with previous experience,
tested and/or interviewed approximately 2,400 and extended job offers to 1, 336
of whom 1,073 joined our conpany. In fiscal 2001, we received approxi mately
25,000 job applications, fromboth recent graduates and those with previous
experience, tested and/or interviewed approximately 15,6000 and extended job
offers to 5,458 of whom 3,660 joi ned our conpany.

Trai ning of associates. We devote significant resources to training our
associ ates. W established the Satyam Learning Center, which is responsible for
conducting training progranms. To assist our technical associates to better
under stand and i npl enent new t echnol ogi es, each new techni cal associ ate nust
part|C|Eate in a three to six-nonth software engi neering tra|n|ng program and
al |l technical associates are expected to undertake between 40 and 80 hours per
year of devel opment training. Through such ongoing training, we build the
conpetencies in energ|ngbd|SC|pl|nes necessary to neet custoners’' project needs.
At the Satyam Learning nter, sonme of our technical associates are currently
underPO|ng tra|n|ng in_new and energ|n% t echnol ogi es, such as Visual Basic,

Vi sual C++, Java, DCOM IS, MIS, SQ.-Server 2000 and Oracle 8i. This
expertise allows us the flexibility to ranp up to neet the demands of particul ar
projects and to redepl oy our personnel anpng projects. W also recruit managers
In hon-software engineering fields for positions as project |eaders and project
managers and provide themw th extensive training, usually over a six-nonth
period, in software engineering and project nanagenent skills. To focus our
associ ates on selecting the best technol ogies to match custoner requirenents,
all of our associates are also required to undergo a custoner orientation

pr ogr am

~Retention. To attract, retain and notivate our associates, we seek to
rovide an environnent that rewards entrepreneurial initiative and performance.
al so provide conpetitive salaries and benefits as well as incentives in the

form of cash bonuses and stock options. In fiscal 1999, fiscal 2000 and fisca
2001, we experienced associate attrition at a rate of 15.4% 12.9% and 15.1%
respectively. As the pool of software engineers in India becones |arger and as
we I ncrease the opportunities for our associates to work overseas, either for
onsite work at the custoners’ prenises or in the offsite centers which we are
establlshlnP as one of our strategic priorities, we believe our current rates of
turnover will continue.

At any given tine, approxinmately 15% of our technical associates are
wor ki ng overseas, either onsite at custoner premises or at our offsite centers,
whil e the bal ance are working in the offshore centers in India. On average,
approximately 12.1% 14.5% and 17. 6% of our technical associates worked
overseas, primarily in the United States, in fiscal 1999, fiscal 2000 and fisca
2001, respectively. As at March 31, 2001, we enployed 180 technical and 24
support staff in our seven offsite centers in the United States, Japan, the
Uni ted Kingdom and Singapore. W have staffed the offsite centers mainly through
l ocal hiring, supplenented by associates fromlndia. Qur professionals who wor
onsite at custoners’ premises in the United States on tenporary and extended
assignnents are typically required to obtain visas. H 1B visas are general!y
used for sending personnel to the United States for onsite work, and L-1 visas
are typically used only for inter-conpany transfers of high | evel nmanagers.
Al though there is no limt to new L-1 petitions, there is alinmt to the nunber
of new H 1B petitions that the United States |Inmigration and Naturalization
Servi ce may aﬁprove in any government fiscal year and in recent years this limt
has been reached well before the end of the fiscal year. W are generally able
to obtain H 1B and L-1 visas within tw to four nmonths of applying for such
visas, which remain valid for three years and can be extended for a further
three years. We plan for our visa requirenments by forecasting our annual needs
for such visas in advance and apBIy!ng for such visas as soon as practicable. W
do not anticipate any problens obtaining enough visas for our needs in the
current U S. governnment fiscal year. In addition, we utilize L-1 visas whenever
avai | abl e and redepl oy existing H 1B visa holders to mininze the nunmber of new
H 1B visas we need.

Share Oanership

The following table sets forth information with respect to the beneficia
owner shi p of our.eqU|t¥.shares as of July 26, 2001 by each of our directors and
our chier executive officer and all of our directors and executive officers as a
group. The table gives effect to equity shares issuable within 60 days of July

6, 2001 upon the exercise of all options and ot her
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rights beneficially owned by the indicated sharehol ders on that date. Beneficial
ownership is determned in accordance with the rules of the Securities and
Exchange Commi ssion and includes voting and investnment power with respect to
equity shares. Unl ess otherw se indicated, the persons naned in the table have
sol e votlnP and sole investnent control wth respect to all equity shares

y

benefi ci al owned.
<TABLE>
<CAPTI ON> )
Equity
Shares
Beneficially
Owned
Beneficial Owner Nunber Per cent
<S> <C <C
B. RaMB Raj U. . ..o 15, 102, 000/ (1) / 4.9
B. Ramalinga Raju....... ... 13, 746, 000/ ( 2) / 4.4
C.ooSrinivasa RaJU.... ... e 6, 050, 000/ (3)/ 2.0
V.P. Rama RaO0. . ... - - --
C.oSatyanarayana. . ............ouiuinini i 20, 000 *
Dr. Mangal am Srinivasan........ e - - - -
Al directors and executive officers as a group (19 persons) 36, 614, 145 11.8
</ TABLE>

(1) Includes 3,874,000 equity shares held by B. Ranm Ra+u's wi fe, B. Radha
Raj u. B. Rama Raju disclainms beneficial ownership of any equity shares held
by B. Radha Raju. . . . .

(2) Includes 4,047,000 equity shares held by B. Ramalinga Raju’s wife, B
Nandi ni Raju. B. Ranalinga Raju disclains beneficial ownership of any
equity shares held by B. Nandini Raju. . . . .

(3) Includes 17,500 equity shares held K Chi ntal apati Hol dings Private Linmted
in which C. Srinivasa Raju owns 50% oldlnﬁ. C. Srinivasa Raju disclains
benefi ci al -ownershi p of any equity shares held by Chintal apati Hol di ngs
Private Linited.

* Less than 0.1% of tota

[tem 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTI ONS
Share Oanership

The only person or group of affiliated persons who is knowto us to
beneficially own 5% or nore of our equity shares as of July 26, 2001 is Unit
Trust of India which holds 6.8% United Trust of India has the same voting
rights as our other sharehol ders.

As of August 3, 2001, 295,260 of our equity shares, representing 0.10% of
our outstand|nﬂ shares, were held by a total of 97 holders of record with
addresses in the United States. As of July 31, 2001, 16,675,000 of our ADSs
(representing 33,350,000 equity shares), represent|nﬂ 10. 8% of our outstandi ng
equity shares, were held by a total of 2,101 record holders with addresses in
the United States . Since certain of these equity shares and ADSs were held by
brokers and ot her nom nees, the nunber of record holders in theUnited States.
may not be representative of the number of beneficial holders or where the
beneficial holders are resident.

Rel ated Party Transactions
Sat yam Enterprise Solutions Limted

W formed SES with M. C. Srinivasa Raju pursuant to a sharehol ders’
agreenent entered into on April 11, 1996. Under this agreenent, we agreed to
contribute 80.0% of the equity capital of SES and M. C. Srinivasa Raju agreed
to contribute equity in the remaining 20.0% On March 31, 1999, the paid-up
share capital of SES was 4.2 million shares, of which 800,000, or 19.0% was
owned by M. C  Srinivasa RE]u: In April 1999, the board of directors of both
conmpani es agreed to nmerge SES into SatKan1Cbnputer Services. |In our
extraordi nary general neeting of sharehol ders on May 28, 1999, our sharehol ders
approved the nerger of SES wth our conpany. In August 1999, the H gh Court of
Andhra Pradesh gave final approval for the nerger.

W consummat ed the merger in Septermber 1999. W engaged an i ndependent
aﬁpralser to value the equity shares of SES on a stand al one basis. Based upon
the valuation of SES by the appraiser, we used an exchange ratio of 10 shares
%adjusted for the Septenber 1, 1999 two-for-one stock split and the August 25,
000 five-for-one stock split) of Satyam Conputer Services to one share of SES
to issue 8,000,000 shares of our equity shares to M. Srinivasa Raju, one of our
directors, in exchange for the 19.0% of the equity shares of SES he owned.
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Joi nt Ventures

I'n Decenber 1998, we entered into a joint venture with CGE Pacific
(Mauritius) Ltd, an affiliate of GE Industrial Systens. The joint venture
conmpany, called Satyam GE Software Services Private Linmted, provides GE
I ndustrial Systems W th engineering design services, software devel opment and
system mai nt enance. Under our joint venture agreement, we granted GE Pacific an
option to purchase our interest in the joint venture, Subject to the joint
venture meeting performance targets and other conditions, CE Pacific will buy
ou}lpur interest in the joint venture in 2001 for a purchase price of $4.0
mllion.

_For fiscal 2000 and fiscal 2001, we provided infrastructure and other
services to Satyam GE, which amunted to $539 thousand and $461 thousand
respectively. Software services provided b¥.Sat am GE to us anpunted to $48
thousand in fiscal 1999, $182 thousand in fiscal 2000 and O in fiscal 2001. As
of March 31, 2001, Satyam GE owes $631 thousand to us.

Di rector and Executive O ficer Loan Guarantees

W\ have entered into | oan agreements with the Industrial Devel opment Bank
of India, Export-Inport Bank of I'ndia, The d obal Trust Bank Limted and Vijaya
Bank. As of rch 31, 2001, our loans range in anount fromRs.15 nillion ($0.4
mllion) to Rs.624 mllion ($14.7 nmillion), totaling $25.4 nillion in the
aggregate, with interest rates ran |ng from8.6%to 15. 9% per annum wth a
me|?hted average interest rate of 13.7% These |oans have been repaid mainly out
of tTunds fromour ADS offering in May 2001 and out of funds generated from
operations. Qur directors, M. B. Rama Raju, managing director and chi ef
executive officer, and M. B. RanallnPa Raj u, charrman of the board of
directors, have each provided personal guarantees for the repayment of such
| oans at no cost to our comnpany.

Item 8. FI NANCI AL | NFORNVATI ON
Fi nanci al Statenents

0. F We have elected to provide financial statements pursuant to Item 18 of Form

Legal Proceedings

As of the date of this document, we are not a party to any |ega
proceedi ngs that coul d reasonably be expected to seriously harm our conpany.

Di vi dends

Al t hough the ampbunt varies, it is customary for public conpanies in India
to pay cash dividends. Under |ndian |aw, a corporation pays dividends upon a
recommrendati on by the board of directors and approval by a majority of the
shar ehol ders, who have the right to decrease but not increase the amunt of the
di vi dend recommended, by the board of directors. However, approval of
sharehol ders is not required for distribution of Interimdividend. Under the
Conmpani es Act, dividends may be paid out of profits of a company in the year in
whi ch the dividend is declared or out of the undistributed profits of previous
fiscal years. W paid out dividends of Rs.54.0 nmillion ($1.3 n1ll|on?,.Rs.91.6
milion ($2.2 ml |on?, Rs.120.0 million ($2.8 ml n), Rs.187.8 nillion ($4.1
mllion) and 123.7 million ($ 2.7 nillion.g in fiscal 1998, fiscal 1999, fisca

r

!

al

a

2000, fiscal 2001 and fiscal 2002 (in July) respectively. These dividends
r

:
include interimdividends for the current fiscal year and dividends paid with
respect to previous fiscal year. Under Indian |aw, dividends are declared with
respect to the shares outstanding during the prior fiscal year and are paid in
t he subsequent fiscal year after approval by shareholders in the Annual Genera
Meeting. The dividend is paid on the outstanding shares as at the end of fisca
year and is prorated for shares issued during the fiscal year to take into
account the anount of time such shares have been issued. For exanple, our ADSs
were issued in May, 2001 and therefore our ADS hol ders were not entitled to
receive the dividend paynent nmade on July 14, 2001 for the fiscal year ended
March 31, 2001. However, the ADS holders will be entitled to receive their share
of any dividends for the fiscal year ending March 31, 2002 prorated from My
until March.. Al though we have no current Intention to discontinue dividend
payments, we cannot assure you that any future dividends will be declared or
paid or that the anount thereof will not be decreased. Sone of our I|oan
docunents restrict us fron1Pay|ng di vi dends other than fromprofits generated
fromthe then current fiscal year

Omners of ADSs will be entitled to receive dividends payable in respect of
the equity shares represented by such ADSs. Cash dividends in respect of the
eq3|ty shares represented by the ADSs will be paid to the depositary in rupees
and,
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will ?enerally be converted by the depositarK into U S. dollars and distributed,
net of depositary fees and expenses, to the holders of such ADSs.

Item 9. THE OFFER AND LI STI NG
Tradi ng Markets

~ Qur equity shares are traded in India on the Stock Exchan%e, Munbai , the
Nat i onal Stock Exchange and the Hyderabad Stock Exchange. Qur ADSs evi denced by
Ameri can Depositary Receipts, or ADRs, are traded in the United States on the
New Yor k Stock Exchange. Each ADS represents one-fourth of one equity share. The
ADRs evi dencing ADSs were issued by our depositary, Citibank, N A, pursuant to
a Deposit Agreenment.

The nunmber of outstanding equity shares (including the underl¥ing shar es
for ADSs) in our conpany as of July 26, 2001 was 309, 627, 300. As of July 26,

2ﬂ01, ghere were 16, 675, 000 ADSs out standi ng (representing 33,350,000 equity
shares).

Price History

~_ The information presented in the table bel ow represents, for the periods

i ndi cated: (1) the reported hlgh and | ow sales prices quoted in Indian rupees
for the equity shares on the BSE, and (2) the inmputed high and | ow sal es prices
for the eqU|tg shares based on such high and | ow sales prices, translated into
U S. dollars based on the noon buying rate on the | ast date of each period

present ed.
<TABLE>
<CAPTI O\> , ,
Rupee Price per U.S. Dollar Price
Equity Share/ (1)//(2)/ Per Equity Share
Annual high and | ow market prices Fiscal High Low Hi gh Low
Year Ended March 31,
<S> <C <C <C <C
1999 Rs. 169. 50 Rs. 34.58 $3.94 $0. 58
2000 1,445.99 99.20 33.13 2.28
2001 901.98 291.50 20.18 3.84
Quarterly high and | ow market prices
2000
First Quarter...........ooooiiiiiiiii.., 175.18 99. 20 4.03 2.28
Second Quarter........................... 228.59 117.31 5.24 2.69
Third Quarter......... ... .. i, 459. 80 221.00 10. 57 5.08
Fourth Quarter................cooviivinn, 1,445.99 453. 95 33.13 10. 40
2001
First Quarter...........ooooiiiiiiiini.., 901. 98 383. 96 20. 18 8.59
Second Quarter........................... 680. 00 420. 15 14.76 9.12
Third Quarter......... ... .. i, 511.00 291.50 10. 93 6.23
Fourth Quarter................cooviivinn, 429.70 179.00 9.22 3.84
2002
First Quarter...........ocooiiiiiiiini.., 271.95 148. 60 5.77 3.15
</ TABLE>
Price Range
Mont h high and | ow nmar ket prices Hi gh Low
January 2001, . ... ... ... Rs. 429.70 Rs310. 25
February 2001. ... ... . . . .. 424. 50 294. 00
March 2001, ... .. . . . 353. 00 179. 00
Fil 2001, ... 271.95 160. 00
Y 2001, .. 254. 25 201. 60
June 2001. ... ... ... 222.35 148. 60
July 2001. .. ... 198. 80 145. 00
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June 2001. . ... .. 222.35 148. 60

(1) Data derived fromthe BSE website. The prices and vol umes quoted on the
Nati onal Stock Exchange and the Hyderabad Stock Exchange nay be different.

(2) The BSE does not adjust historical price quotations for stock dividends and
stock splits. However, for conparative purposes, the price per equity share
data above is adjusted for the Septenber 1, 1999 two-for-one stock split
whi ch took effect on the BSE on August 16, 1999 and the August 25, 2000
five-for-one stock split which took effect on the BSE on August 7, 2000.
The average daily equity share tradi ng volume has not been adj usted.

Qur ADSs conmmenced tradin? on the New York Stock Exchange on Nh¥ 15, 2001
at an initial offering Er|ce of $9.71 per ADS. The tables below set forth, for
the periods indicated, high and |ow trading prices for our ADSs:

Price Range
Fi scal Year ended March 31, 2002 Hi gh Low
First Quarter (beginning May 15)................. $ 12.57 $7.90
May (beginning May 15)...... ... ... .. . ... ... 12.57 10. 26
JUNE o 10. 98 7.90
JULY 9. 80 7.02
August (to August 3) ... ... 8. 20 7.24

The | ast reported price of our ADSs on the New York Stock Exchange on
August 3, 2001 was $8.10 per ADS.

Item 10. ADDI TI ONAL | NFORVATI ON
Menmor andum and Articles of Association

The following are summaries of our Articles of Association and Menorandum
of Association and the Conpani es Act which govern our affairs. Qur Articles of
Associ ation provides that the regul ations contained in Table "A" of the
Cpnﬁanles Act apply to our conpany, so long as the regulations do not conflict
with the provisions of our Articles of Association. have filed conplete
copi es of our Menorandum of Association and Articles of Association, as well as
Table "A" of the Conpanies Act, as exhibits to our registration statenment on
FormF-1 filed with the Securities and Exchange Conmi ssion on May 7, 2001
(Regi stration No. 333-13464).

bj ects and Purposes

Under clause I11(A) of our Menorandum of Association, the main objectives
of our conpany include, but are not linited to:

manuf acturing and selling conputer systems, peripherals, accessories,
consunabl es and ot her conputer products;

desi gni ng and devel opi ng conputer systems and applications software for our
own use and for sale an deS|gnin? and devel opi ng systens and applications
software for or on behalf of manufacturers, owners and users of conputer
systens and digital or electronic equipnment; and

provi ding el ectronic data processing centers, word processinP, sof tware
consul tancy, system studi es, nmanagenent consultancy, feasibility studies
and conputer training.

Board of Directors

At each annual general neeting at |east, one-third of our directors mnust
retire fromoffice by rotation. Aretiring director is eligible for re-election
and the directors to retire every year are those who have been |ongest in office
since their last re-election or appointment. No shares are required to be held
bK a director for qualification as a director. In addition, save in respect of
the foll owi ng managerial personnel, there are no age-linmt requirenments for
serving on our board of directors. Under the Conpanies Act, no person under the
age of 25 or over the age of 70 is eligible for appointment as a managi ng
director or a whole-tine director or a manager of our Conpany, provided that
persons under the age of 25 or over age 70 may be appointed wth either the
approval of our sharehol ders by a special resolution or with the aPprpvaI of the
Central Governnent. Under the Conpany’'s Act, our directors nust refrain from
participating in discussions and voting on any matters in which they are
Interested party. In addition, directors are also required to disclose such
interests, I1f any, at meetings of the board of director

Manageri al Renuneration
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Under the Conpanies Act, the renuneration payable to our directors is to be
determined either by the articles of the conpany or by an ordinary resol ution
passed by the conpany in the general neeting, unless the articles require a
special resolution for the sane.

As a public conmpany, the total managerial remuneration in any year cannot
exceed 11 per cent of our profits in that year. In addition, the renuneration
payable to a nmanagi ng or any whole-tine director in any year cannot exceed 5 per
cent of our net profits in that year. If there is nore than one managi ng or
whol e-tine director, then the ag?regate remuneration to all of them cannot
exceed 10 per cent of ournet profits.

~ I'n addition, where a conpany has made no or inadequate profits, there are
additional limts on the maxi numrenuneration payable to the directors. Approval
of the Central Government would be required for paynment of renuneration in
excess of the limts prescribed.

Under our Articles of Association, our board of directors may, at its
di scretion and by nmeans of a resolution, borrow funds on behal f of the conpany,
create nortgages or |iens on the conpany’ s property or uncalled capital and
i ssue debentures. However, the Conpanies Act inposes sone restrictions on the
owers of the board to act without the consent of the sharehol ders including,
or exanple, the ability to borrow noney beyond the aggregate of our paid up
capital and free reserves.

Equi ty Shares

Qur aut horized share capital is 375,000,000 equity shares, par value Rs.2
per share. The equity shares are our only class of share capital. However, our
Articles of Association and the Conpanies Act permit us to |ssue preference
shares in addition to the equity shares. The rights attached to a cl ass of
shares may, subject to the provisions of the Conpanies Act, be varied only with
either the witten consent of the hol ders of 75% of the issued shares of that
cLass Fr by special resolution passed at a separate neeting of the hol ders of
that cl ass.

. Qur equity shares are under the control of our board of directors, who nmay,
with prior approval fromthe sharehol ders at a general neet|nP, al l ot or
ot herwi se di spose of neM/egulty shares in its discretion, including allotnents
of shares at a premiumor discount in accordance with the provisions of the
Compani es Act. Qur Articles of Association pernmit our board of directors to make
calls on our equity shares, but only in respect of unpaid anpunts unpaid on
equity shares which are not fully paid-up. Al of our issued and outstanding
equity shares are fully paid-up

Di vi dends
We paid out dividends of Rs.54.0 million ($1.3 mll

' i m ilon2 g%.S mllion)

a .

aid . . ion? in fiscal 1998,
Rs.91.6 nmillion ($2.2 mllion) in fiscal 1999, Rs.120.0 m
in fiscal 2000 and Rs. 187.8 mllion ($ 4.1 mllion) in fisc
Under the Conpanies Act, unless our board of directors recommends the

payment of a dividend, we HHK not declare a dividend. Simlarly, under our
Articles of Association, although the sharehol ders may, at the annual genera
meeting, approve a dividend in an anmount |ess than that reconmended by the
board, they cannot increase the anount of the dividend. In India, dividends
generall¥ are declared as a percentage of the par value of a company’s equity
shares. The dividend recomended by the board, if any, and subject to the
limtations described above, is distributed and paid to shareholders in
Broport|on to the paid uE val ue of their shares within 30 days of the apProvaI
y the sharehol ders at the annual general neeting. Pursuant to our Articles of
Associ ati on and the Conpani es Act, our board has discretion to declare and pay
i nterimdividends wi thout sharehol der approval. Wth respect to equity shares
i ssued during a particular fiscal year (Including any equity shares underl¥!ng
ADSs issued to the depositary), cash dividends declared and paid for such fiscal
ear Penerallb will be prorated fromthe date of issuance to the end of such

i scal year. Under the Conpanies Act, dividends can only be paid in cash to the
regi stered sharehol der at a record date fixed during or before the annua

general rneeting or to his order or his banker’s order

~Under the Conpanies Act, dividends and interimdividends may be paid out of
profits of a conpany in the year in which the dividend and/or interimdividend
Is declared or out of the undistributed profits of previous fiscal years. Before
decl aring a dividend and/or interimdividend greater than 10.0% of the par val ue
of its equity shares, a conpany is required under the Conpanies Act to transfer
to its reserves a mnimumpercentage of its profits for that year, ranging from
2.5%to 10. 0% dependi ng upon the dividend percentage to be declared in such
year. The Conpanies Act further provides that, in the event of an inadequacy or
absence of profits in any year, a dividend and/or interimdividend may be
dechared for such year out of the accunulated profits, subject to the follow ng
condi tions:
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the rate of dividend to be declared may not exceed 10.0% of its paid
up capital or the average of the rate at which dividends were decl ared
by the conmpany in the prior five years, whichever is |ess;

the total amount to be drawn fromthe accunul ated profits earned in
t he previous Years and transferred to the reserves may not exceed an
amount equivalent to 10.0% of its paid up capital and free reserves,
and the anpunt so drawn is to be used first to set off the |osses
incurred in the fiscal year before any dividends in respect of
preference or equity shares are declared; and

t he bal ance of reserves after withdrawal s shall not fall bel ow 15. 0%
of its paid up capital

. For ~addi tional information regarding dividends, please see "Item 8
Fi nancial Information - Dividends.”™ A tax of 10.2% |nc!ud|ng t he presentl¥
appl i cabl e surcharge, of the total dividend declared, distributed or paid for a
rel evant period is payable by our conpany. For additional infornation regarding
this tax, please see "ltem5. Operating and Financial Review and Prospects -
I ncome Tax Matters."

Bonus Shar es

In addition to permtting dividends to be paid out of current or retained
earni ngs as descri bed above, the Conpanies Act permits us to distribute an
anount transferred fromthe general reserve or surplus in our profit and |oss
account to our shareholders in the formof bonus shares, which are similar to a
stock dividend. The Conpanies Act also permts the issuance of bonus shares from
a share prem um account. Bonus shares are distributed to shareholders in the
proportion recomrended by the board. Sharehol ders of record on a fixed record
date are entitled to receive such bonus shares. The |ast Bonus shares issued by
us, was in Septenber 1999.

Preempti ve Rights and |ssue of Additional Shares

. The Conpani es Act gives shareholders the right to subscribe for new shares
in proportion to their respective existing sharehol di ngs unl ess ot herw se
determ ned by a special resolution passed by a general neeting of the

shar ehol ders. For aPprovaI, a special resolution nust be approved by a number of
votes which is not |less than three times the nunmber of votes against the special
resolution. If we issue equity shares and a special resolution is not approved
bK our sharehol ders, the new shares nust first be offered to the existing
sharehol ders as of a fixed record date. The offer nust include: (1) the right,
exerci sabl e by the sharehol ders of record, to renounce the shares offered In
favor of any other person; and (2) the number of shares offered and the period
of the offer, which may not be less than 15 days fromthe date of offer. If the
offer is not accepted it is deened to have been declined. Qur board is

aut hori zed under the Canan|es.Act to distribute any new shares not purchased by
the preenptive rights holders in the manner that it deems nost beneficial to our

conpany.
Annual General Meetings of Sharehol ders

We nust convene an annual general neeting of shareholders within six nonths
after the end of each fiscal year to adopt the accounts for such fiscal year and
to transact other businesses and HHK convene an extraordi nary general neeting of
shar ehol ders when necessary or at the request of a sharehol der or sharehol ders
hol di ng at | east 10.0% of our Pa|d up capital carrying voting rights. The annua
general neeting of the shareholders 1s generally convened by our Secretary
pursuant to a resolution of the board. Witten notice setting out the agenda of
the neeting nust be given at least 21 daKs (excl udi ng the day of nailing) bef ore
the date of the general neeting to the sharehol ders on record. Sharehol ders who
are regi stered as sharehol ders on the date of the general neeting are entitled
to attend or vote at such neeting. Qur Articles of Association provides that a
guorum for a general neeting is the presence of at |east five shareholders in
person.

~ The annual general neeting of sharehol ders nust be held at our registered
office or at such other place within the city in which the registered office is
| ocat ed; neetings other than the annual general neet|n?.nay.be hel d at anKhother
place if so determ ned by the board. Qur registered office is |ocated at yfair
Centre, S P Road, Secunderabad 500 003, Andhra Pradesh, India.

Voting Rights

At any general neeting, votinﬂ is by show of hands unless a poll is .
demanded by a sharehol der or sharehol ders present in person or by proxy hol di ng
at |east 10.0% of the total shares entitled to vote on the resolution or by
t hose hol di ng shares with an anregate.pald up value of at |east Rs.50,000. Upon
a show of hands, everY sharehol der entitled to vote and present in person has
one vote and, on a poll, every shareholder entitled to vote and present in
person or by
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proxy has voting rights in Proportion to the paid up capital held by such
sharehol der. The chairman of our board has a deciding vote in the case of any
tie.

Any shar ehol der may appoint a proxy. The instrument appointing a proxy mnust
be delivered to us at |east 48 hours before the neeting. A proxy nmay not vote
except on a poll. A corporate sharehol der may appoint an authorized
representative who can vote on behal f of the sharehol der, both upon a show of
hands and upon a pol |

~ Odinary resolutions may be passed bK sinmple majority of those present and

voting at any general neet|nP for which the required period of notice has been

i ven. However, special resolutions such as anendnents to our Articles of

soci ation and the object clause of the Menorandum of Associ ation, comencenent

of a new |ine of business, the waiver of preenPtive rights for the issuance of
any new shares and a reduction of share capital, require that votes cast in
favor of the resolution §mhether by show of hands or poll) are not |ess than
three times the nunber of votes, if any, cast against the resolution. Under a
recent anmendnent to the Indian Conpanies Act, certain resolutions may and
certain resolutions nust be passed by neans of a postal ballot instead of a vote
at a neeting of sharehol ders.

Audit and Annual Report

At | east 21 days before the date of the annual general neeting of
shar ehol ders (exclud|ng the day of mailing), we must distribute to our
sharehol ders a detailed version of our audited bal ance sheet and profit and | oss
account and the related reports of the board and the auditors, together with a
noti ce conveni ng the annual general neeting. Under the Conpanies Act, we nust
file the bal ance sheet and annual profit and | oss account presented to the
sharehol ders within 30 days of the conclusion of the annual general meeting with
the Regi strar of Conpanies in Andhra Pradesh, India, which is the state in which
our registered office is located. We nust also file an annual return containing
a list of our shareholders and other information, within 60 days of the
concl usi on of the neeting.

Regi ster of Sharehol ders; Record Dates; Transfer of Shares

W maintain a register of shareholders. For the purpose of deternjning t he
shares entitled to annual dividends, the reﬂ|ster is closed for a specifie
peri od before the annual general neeting. The date on which this period begins
Is the record date.

To determ ne which shareholders are entitled to specified sharehol der
rights, we may close the register of sharehol ders. The Conpani es Act and our
listing agreenents with the Indian stock exchanges require us to give at |east
seven days’ prior notice to the public before such closure. W may not close the
regi ster of sharehol ders for nore than 30 consecutive days, and in no event for
nore than 45 days in a year.

_Following the introduction of the Depositories Act, 1996, and the repeal of
Section 22A of the Securities Contracts ( e?ulat|on).Act, 1956, which enabl ed
conpanies to refuse to register transfers of shares in sone circunstances, the
equity shares of a public conpany are freely transferable, subject only to the
provi sions of Section 111A of the Conpanies Act. Because we are a public
conpany, the provisions of Section 111A apply to us. Qur Articles currently
contain provisions which give our directors discretion to refuse to register a
transfer of shares in some circunstances. Accord|nﬂ to our Articles, our
directors are required to exercise this right in the best interests of our
conpany. Wile our directors are not required to provide a reason for any such
refusal in witing, they nust give notice of the refusal to the transferee
within one nonth after receipt of the application for registration of transfer
by our conpany. In accordance with the provisions of Section 111A(2) of the
Conpani es Act, our directors nmay exercise this discretion if they have
sufficient cause to do so. If our directors refuse to register a transfer of
shares, the sharehol der m4sh|nﬂ to transfer his, her or Its shares may file a
civil suit or an apPeaI with the Conpany Law Board, or CLB. Pursuant to Section
111A(3), if a transter of shares contravenes any of the provisions of the
Securities and Exchange Board of India Act, 1992 or the regul ations issued
t hereunder or the Sick Industrial Conpanies (Special Provisions) Act, 1985 or
any other Indian |laws, the CLB may, on application nmade by the CO”E?”K’ a
depositary incorporated in India, an investor, the Securities and change Board
of India or other parties, direct the rectification of the register of records.
The CLB may, in its discretion, issue an interimorder suspending the voting
rights attached to the rel evant shares before making or conpleting its
i nvestigation into the alleged contravention. hbtmnthstand|nﬂ suc
investigaéion, the rights of a shareholder to transfer the shares will not be
restricted.

There are no maxinumlimts on foreign direct eguity Earticipation in the
busi ness in which our Conpany is engaged. Wth regard to share transfers, if a
erson resident outside India were to sell its shares to a person resident in
ndi a, approval of the RBI would be required unless the sale is nmade on a stock

exchange or in connection with an offer made under the regul ati ons regarding
takeovers. For additional information regarding ownership restrictions, please
see "l nvestnent by Foreign Institutional |nvestors" bel ow
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Qur shares in excess of 500 are required to be transferred in
dematerialized form Under the Conpanies Act, unless the shares of a conpany are
held in a dematerialized form a transfer of shares is effected by a duly
stanmped instrument of transfer in the form prescribed by the Conpani es Act and
the rules thereunder together with delivery of the share certificates.

W have entered into listing agreenents with three of the Indian stock
exchanges: the BSE, the National Stock Exchange and the Hyderabad Stock
Exchange. C ause 40A of each of the listing agreenments provides that if an
acqui sition of a listed conpany’'s shares results in the acquirer and its
associ ates holding 5.0%or nore of the company’'s outstanding equity shares or
voting rights, the acquirer nmust report its holding to the conpany and the
rel evant stock exchanges. If an acquisition results in the acquirer and its
associ ates hol di ng GQUII% shares that have 15.0% or nore of the voting rights,
then the acquirer nust, before acquiring such equity shares, nake an offer, in
accordance with clause 40B of the listing agreenments, on a uniformbasis to al
remai ni ng sharehol ders of the conpany to acquire equity shares that have at
| east an additional 20.0% of the voting rights of the total equity shares of the
conpany at a prescribed price. The acquisition of shares of a conpany l|isted on
an | ndi an stock exchange may be subject to regulat|ons governi ng takeovers of
I ndi an conﬁanles: Al t hough cl auses 40A and 40B and such regul ations will not
aEEéy to the equity shares so long as they are represented by ADSs, hol ders of
Al may be required to conply with such notification and di sclosure obligations
pursuant to the provisions of the deposit agreenents.

Di scl osure of Oanership |nterest

Section 187C of the Conpani es Act requires beneficial owners of shares of
I ndi an conpani es who are not holders of record to declare to us details of the
hol der of record and the nature and details of the beneficial owner’s interest
in the shares. Any person who fails to make the required declaration within 30
days may be liable for a fine of up to Rs.1,000 for each day the declaration is
not made. Any lien, promissory note or other collateral agreement created,
executed or entered Into with respect to any equity share by its reﬂ|stered
owner, or any hypothecation by the registered owner of any equity share, shal
not be enforceable by the beneficial owner or any Eerson claimng through the
beneficial owner if such declaration is not made. Failure to conply with Section
187C will not affect our obligation to register a transfer of shares or to pay
any dividends to the registered hol der of any shares pursuant to which the
decl aration has not been made. Wiile it is unclear under Indian |aw whether
Section 187C applies to holders of ADSs, investors who exchange ADSs for the
under!y|nP GQUIIY shares will be subject to the restrictions of Section 187C.
Addi tionally, holders of ADSs may be required to comply with the notification
and di scl osure obligations pursuant to the provisions of the deposit agreenent
covering the ADSs.

Conpany Acquisition of Equity Shares

_ Under the Conpanies Act, approval of at |east 75.0% of our sharehol ders
vot|ng on the matter and aPprova of the H gh Court of Andra Pradesh is required
to reduce our share capital. W may, under sone circunstances, acquire our own
equity shares without seeking the approval of the H gh Court. However, we would
have to extinguish any shares we have so acquired within the prescribed tine
period. Cenerally, a conpany is not permitted to acquire its own shares for
treasury operations. An acquisition of our own shares (w thout having to obtain
the approval of the High Court) must conply with prescribed rules, regulations
and conditions as laid down in the Conpanies Act and the Securities and Exchange
Board of India (Buy-back of Secur|t|egy Regul ati ons, 1998, or Buy-back
Regul ati ons.

Li qui dation Rights

~ Subject to the rights of creditors, enployees and the hol ders of any shares
entitled by their terns to preferential repaynent over the equity shares, if
any, in the event of our w nding-up the holders of the equity shares are
entitled to be repaid the anpbunts of paid up capital or credited as Pa|d up on
those equity shares. All surplus assets after paynments due to the holders of any
preference shares at the conmencenent of the w nding-up shall be paid to hol ders
of equity shares in proportion to their sharehol di ngs.

Takeover Code

Di scl osure and nandatoré bid obligations under Indian |aw are governed by
the Securities and Exchange Board of |ndia (Substantial Acquisition of Shares
and Takeovers) Regul ations, 1997, the Takeover Code, which prescribes the

t hreshol ds or trigger points that ﬂ|ve rise to these obligations. The Takeover
Code is under constant review by the Securities and Exchange Board of India and
was recently anmended.

coll The nost inportant features of the Takeover Code, as anended, are as
ol | ows:
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Any acquirer (meaning a person who, directly or indirectly, acquires or
agrees to acquire shares or voting rights in a conpany, either by hinself or
wth any person acting in concert) who acquires shares or vot!nﬁ rights that
woul d entitle himto nmore than 5.0% of the shares or voting rights In a conpany
is required to disclose the aaﬂreﬁate of his shareholding or voting rights In
that conpany to the company (which in turn is required to disclose the same to
each of the stock exchanges on which the conpany’'s shares are Ilstedg within
four working days of (a) the receipt of allotnment information, or (b) the
acqui sitions of shares or voting rights, as the case may be.

A person who_ holds nmore than 15.0% of the shares or votinﬁ rights in
any conpany is required to nmake annual disclosure of his holdings to
t hat conpanK (which in turn is required to disclose the same to each
of the stock exchanges on which the conpany’s shares are listed).

Pronoters or persons in control of a.conﬁany are also required to nake
annual disclosure of their holdings in the same manner

An acquirer cannot acquire shares or voting rights which (taken
together with existing shares or voting rights, if any, held by himor
by persons acting in concert with him would entitle such acquirer to
exerci se 15. 0% or nore of the voting r|?hts in a conpany, unless such
acqui rer nmakes a public announcement offering to acquire a further

20. 0% of the shares of the conpany.

An acquirer who, together with Persons acting in concert with him
hol ds between 15. 0% and 75.0% of the shares cannot acquire additiona
shares or voting rights that would entitle himto exercise a further
5.0%of the voting rights in any period of 12 nonths unless such
acqui rer nmakes a public announcenment offering to acquire a further
20. 0% of the shares of the conpany.

Any further acquisition of shares or voting rights by an acquirer who
hol ds 75. 0% of the shares or voting rights in a conpany triggers the
same public announcenent requirenents.

In addition, regardless of whether there has been any acquisition of
shares or voting rights in a conmpany, an acquirer acting in concert
cannot directly or indirectly acquire control over a conmpany (for
exanpl e, by way of acquiring the right to appoint a magjority of the
directors or to control the managenent or the policy decisions of the
conpany) unl ess such acquirer nakes a public announcenent offering to
acquire a mni num of 20.0% of the shares of the conpany.

The Takeover Code sets out the contents of the required public
announcenents as well as the mninumoffer price.

The Takeover Code pernits conditional offers as well as the acquisition and
subsequent delisting of all shares of a conpany and provi des specific guidelines
for the gradual acquisition of shares or voting rights. Specific obligations of
the acquirer and the board of directors of the target conpany in the offer
process have al so been set out. Acquirers naking a public offer are also .
required to deposit in an escrow account a percentage of the total consideration
which amount wll be forfeited if the acquirer does not fulfill his obligations.
In addition, the Takeover Code introduces the "chain principle" bK whi ch 't he
acqui sition of a holding conpany will obligate the acquirer to make a public
of fer to the sharehol ders of each subsidiary conpany which is [|isted.

The general requirements to make such a public announcenent do not,
however, apply entirely to bail-out takeovers when a pronoter (i.e., a person or
persons in control of the conpany, persons nanmed in any offer docunent as

ronoters and specified corporate bodies and individuals) is taking over a

i nanci al 'y weak conmpany but not a "sick industrial conmpany" pursuant to a
rehabilitation schene apEroved by a public financial institution or a schedul ed
bank. A "financially weak conpany” is a conpany which has at the end of the
previous financial year accunul ated | osses, which have resulted in erosion of
nore than 50. 0% but | ess than 100.0% of the total sumof its paid up capital and
free reserves at the end of the previous financial year. A "sick industrial
conmpany" is a conpany registered for nmore than five years which has at the end
of aﬂy financial year accunul ated | osses equal to or exceeding its entire net
wor t h.

The Takeover Code does not apply to acquisitions involvinP the acquisition
of shares (i) by allotnent in a public, rights and preferential issue, (ii)
pursuant to an underwiting agreenent, §|||) by registered stockbrokers in the
ordi nary course of business on behalf of custoners, (iv) in unlisted conpanies,
(VL pursuant to a schenme of reconstruction or amal gamation or (vi) pursuant to a
scheme under Section 18 of the Sick |Industrial Conpanies (Special Provisions)
Act, 1985. The Takeover Code does not apply to acquisitions in the ordinary
course of business by
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public financial institutions either on their
addition, the Takeover Code does not apply to
they are not converted into equity shares.

own account or as a Bgedgee. In
the acquisition of ADSs so |ong as

Material Contracts

Except as described herein, we have not entered into any nateri al
contracts, other than contracts entered into in the ordinary course of business.
For a description of Satyamis material joint venture agreenent with TRWInc.
p!eﬁs$R§f? "Item 5. -Operating and Financi al Review and Prospects-Joint Venture
W t nc.".

Exchange Control s
Gener al

_ Prior to June 1, 2000, investment in Indian securities was regulated by the
I ndi an Forei gn Exchange Regul ation Act, 1973. Under Section 29(1)(b) of the
I ndi an Forei gn Exchange Regul ati on Act, 1973, no person or conpany resident
outside India that is not Incorporated in India (other than a banking conpany)
coul d purchase the shares of any conpany carrying on any trading, commercial or
industrial activity in India without the perm ssion of the Reserve Bank of
I ndia. Al so, under Section 19(1)(d) of the Indian Foreign Exchange Regul ati on
Act, 1973, the transfer and issuance of any security of anK I ndi an conpany to a
Ferson resi dent outside India required the perm ssion of the Reserve Bank of
ndi a. Under Section 19(5) of the Indian Foreign Exchange Regul ation Act, 1973,
no transfer of shares in a conpany registered in India by a non-resident to a
resident of India was valid unless the transfer was confirned by the Reserve
Bank of India upon application filed by the transferor or the transferee.
Furthernore, the issuance of rights and other distributions of securities to a
non-resident also requires the prior consent of the Reserve Bank of India.
However, the Reserve Bank of India has issued notifications over the past few
years relaxing the restrictions on foreign investnent in Indian conpanies.

As of June 1, 2000, the Indian Foreign Exchange Regul ation Act, 1973 was
replaced by the Indian Fore|8n Exchange Managenent Act, 1999. The Indian Foreign
Exchange Managenment Act, 1999 contains PrOVISIOHS regardi ng current account
convertibility and anendnents to the definition of a resident of India. However,
some of the preexisting controls and restrictions on capital account
transactions remain in force. Wiile many of the restrictions inposed bK.the
I ndi an Forei gn Exchange Regul ati on Act, 1973 have been rel axed under this new
| egi slation, the Notifications and Cuidelines issued by the Reserve Bank of
I ndi a which are not inconsistent with the Indian Forei gn Exchange Management
Act, 1999 continue to be in force. The purchase and the transfer of shares of
I ndi an_conpani es continues to be regulated by the RBI. Therefore, transaction
i nvolving foreign investnent in Indiran securities is regulated by the provisions
of the Indian Foreign ExchanEe Management Act, 1999 and continues to be
regul ated by the Reserve Bank of India

ADR Gui del i nes

Shares of |Indian conPanies represented by ADSs are no |onger required to be
aﬁproved for issuance to toreign investors by the either Mnistry of Finance or
the Reserve Bank of |ndia under the |ssue of Foreign Currency Convertible Bonds
and Ordinary Shares (Through Depositary Recei pt Mechani sn) Schenme, 1993, as
nodified fromtine to tine, notified by the GCovernnent of India. This change was
effected through the guidelines for ADR and GDR issues by Indian conpanies
i ssued by the Mnistry of Finance on January 19, 2000 and a notification issued
RY the Reserve Bank of India. Hence we do not require the apFrovaI of the

nistry of Finance and the Reserve Bank of India under the |ssue of Foreign
Currency Convertible Bonds and Ordinary Shares (Through Depos!tar¥ Recei pt
Mechani sm) Schene, 1993. However, we will be required to furnish full .
particulars of the issue, including the underlying eqU|tK shares representing
the ADRs, to the Mnistry of Finance and the Reserve Bank of India within 30
days of the conpletion of an offering.

. _The Issue of Foreign Currency Convertible Bonds and Ordinary Shares Schene
is distinct fromother policies or facilities, as described below, relating to
i nvestrments in Indian conEan|es by foreign investors. The issuance of ADSs
pursuant to the Issue of Foreign Currency Convertible Bonds and Ordinary Shares
Schene al so affords to owners of ADSs the benefits of Section 115AC of the

I ndian | ncone-tax Act, 1961 for purposes of the application of Indian tax |aw.
For additional information, please see "Taxation -- Indian Taxation."

Foreign Direct Investnent

Currently, due to recent changes in Indian policg, subject to certain
exceptions, foreign direct investnent and investnent by individuals of Indian
nationality or origin re5|d|nP outsi de India, or non-resident Indians, and
overseas corporate bodies at [east 60% owned by such persons, or overseas .
corporate bodies, in Indian conpanies do not require the approval of the Foreign
I nvestment Pronotion Board, or FIPB, a body formed by the Government of India to
negotiate with |arge foreign conpanies interested in making |ong-term

i nvestnents in Indra. Furthernore, henceforth no prior aPprovaI of the Reserve
Bank of India is required although a post-investnent declaration in giving
details of the foreign
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i nvestrment in the conpany pursuant to the ADR issue nmust be filed with the
Reserve Bank of India within thirty days of our ADR offering.

In cases where FIPB approval is obtained, no prior approval of the Reserve
Bank of India is required, although a declaration in the prescribed form as
ment i oned above nust be filed with the Reserve Bank of India once the foreign
investment is made in the Indian conpany. In cases where no prior approval of
the FIPB is required, prior approval of the Reserve Bank of |ndia would also not
be required. However, a declaration in the prescribed formgiving details of the
foreign investment nmust be filed with the Reserve Bank of India once the foreign
i nvestrment is made in the Indian conpany.

. In May 1994, the Covernnent of |ndia announced that purchases by foreign
i nvestors of ADSs and foreign currency convertible bonds of |ndian conpanies
will be treated as foreign direct investnment in the equity issued by Indian
conpani es for such offerings.

In Novenber 1998, the Reserve Bank of India issued a notification to the
effect that foreign investment in preferred shares will be considered as part of
the share capital of a conﬁany and the provisions relating to foreign direct
investment in the equity shares of a conpany di scussed above woul d apply.
Investnments in preferred shares are included as foreign direct investnent for
t he purposes of sectoral caps on foreign equity, if such preferred shares carry
a conversion option. If the preferred shares are structured without a conversion
option, they would fall outside the foreign direct investment linit.

The di scussion on the foreign direct investment reginme in India set forth
above applies only to a new i ssuance of shares nmde by Indian conpanies, not to
a transfer of shares.

~Notwi thstanding the foregoing, the terms of Infoway' s Internet service
provider license provide that the nmaxinumtotal foreign equity investnent in our
conmpany is 49%

I nvest ment by Non- Resident |ndians and Overseas Corporate Bodies

A variety of special facilities for making investrments in India in shares
of Indian conpanies is available to individuals of Indian nationality or origin
resi ding outside India, or non-resident |ndians, and to overseas corporate
bodies ("OCBs"), at |east 60% owned by such persons. These facilities permt
non-resident |ndians and overseas corporate bodies to make portfolio investnents
in shares and other securities of Indian conPan|es on a basis not generally
avai | able to other foreign investors. These facilities are different and
distinct frominvestnents by foreign direct investors described above.

Apart fromportfolio investnments in Indian conpani es, non-resident |ndians
and overseas corporate bodies may al so invest in Indian conmpanies through
foreign direct investments. For additional infornation, please see "--Foreign
Direct Investrment.". Under the foreign direct investment rules, non-resident
I ndi ans and overseas corporate bodies may invest up to 100%in high-priority
i ndustries in which other foreign investors are pernmitted to invest only up to
50% 51% 74% or 100% depending on the industry category.

I nvest ment by Foreign Institutional Investors

In Septenber 1992, the Governnent of India issued guidelines which enable
foreign institutional investors, including institutions such as pension funds,
i nvestment trusts, asset nanagenent conpani es, noni nee conpani es and
i ncorporated/institutional portfolio managers, to make portfolio investments in
all the securities traded on the primary and secondary markets in India. Under

the guidelines, foreign institutional investors nmust obtain an initia
registration fromthe Securities and Exchange Board of India to nake these

i nvest ment s. Fore|%n institutional investors nust also comply with the
rovisions of the Securities Exchange Board of |India Foreign Institutiona
nvestors Regul ations, 1995. Wen it receives the initial registration, the

foreign institutional investor also obtains general permission fromthe Reserve

Bank of India to engage in transactions regulated under the |Indian Foreign
Exchange Regul ation Act. Together, the initial registration and the Reserve Bank
of India’ s general permssion enable the registered foreign institutiona

i nvestor to buy, subject to the ownership restrictions discussed bel ow, and sel
freely securities issued by Indian conpanies whether or not they are listed, to
realize capital gains on investnents nade through the initial anount invested in
India, to subscribe or renounce rights offerings for shares, to appoint a
donestic custodian for custody of Investnents held and to repatriate the
capital, capital gains, dividends, incone received by way of interest and any
conpensation recelved towards sale or renunciation of rights offerings of

shares. The foreign institutional investor regulations also set out the genera
obligations and responsibilities and investnent conditions and restrictions
appllcable to foreign institutional investors. One such restriction is that

unl ess the foreign I'nstitutional Investor is registered as a debt fund with the
Securities Exchange Board of India, the total investnment in equity and
equity-related instrunents should not be | ess than 70% of the aggregate of al
investnments of a foreign institutional investor in India.
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Apart from maeking portfolio investrments in Indian conmpani es as descri bed
above, foreign institutional investors may direct foreign investnents in Indian
conpani es. For additional information, please see "--Foreign Direct |Investment."

Ownership Restrictions

The Securities and Exchange Board of |ndia and Reserve Bank of India
regul ations restrict portfolio investnents in Indian conpanies by foreign
institutional investors, non-resident |ndians and overseas corporate bodies, al
of which we refer to as foreign portfolio investors. The Reserve Bank of I|ndia
issued a circular in August 1998 stating that foreign institutional investors in
aggregate may hold no nore than 30% of the GQUII% shares of an |ndian conpany
and non-resi dent |ndians and overseas corporate bodies in aggrePate.nay hol d” no
nore than 10% of the shares of an Indian conpany through portfolio investnents.
Under current Indian law, foreign institutional investors in the aggregate may
hold no nore than 24% of the equity shares of an Indian conpany, an
non-resi dent |ndians and overseas corporate bodies in ag?regate may hold no nore
than 10% of the shares of an Indian conpany through portfolro investnents. The
24%1imt referred to above may be increased to 40%i1f the stockhol ders of the
conpany pass a special resolution to that effect. The Reserve Bank of India
circular also states that no single foreign institutional investor may hold nore
than 10% of the shares of an Indian conﬁany and no single non-resident Indian or
overseas corporate body may hold nore than 5% of the shares of an |Indian

conpany.

There is uncertainty under |ndian |aw about the tax reginme applicable to
foreign institutional investors that hold and trade ADSs. Foreign Institutiona
i nvestors are urged to consult with their Indian | egal and tax advi sers about
the relationship between the foreign institutional 1nvestor regulations and the
ADSs and any equity shares w t hdrawn upon surrender of ADSs.

Under the Securities and Exchange Board of India (Substantial Acquisition
of Shares and Takeovers) Regul ations, 1997 approved bg the Securities and
Exchange Board of India in January 1997 and notified by the Governnent of India
in February 1997, which rePIaced the Securities and Exchange Board of India
(Substantial Acquisition of Shares and TakepversL Resol utions, upon the
acqui sition of nore than 5% of the outstanding shares of a public Indian
conpany, a purchaser is required to notify the conﬁany and the conpany and the
purchaser are required to notify all the stock exchanges on which the shares of
the conpany are |isted. Upon the acquisition of 15%or nore of such shares or a
change 1 n control of the conpany, the purchaser is required to nmake an open
offer to the other stockholders offering to purchase at |east 20% of all the
out st andi ng shares of the conpany at a mininmumoffer price as determ ned
pursuant to the new regul ations. U@on conversion of ADSs into equity shares, an
ADS holder will be subject to the Takeover Code. However, since we are an
unl i st ed conpanY, the provisions of the newregulations will not apply to us. If
our shares are [isted on an Indian stock exchange in the future, the new
regul ations will apply to the hol ders of our ADSs.

Open mar ket purchases of securities of Indian conpanies in India by foreign
direct investors or investnents by non-resident Indians, overseas corporate
bodi es and foreign institutional investors above the omnersh|B level s set forth
above require Governnent of India approval on a case-by-case basis.

Voting Rights of Deposited Equity Shares Represented by ADSs

. Hol ders of ADSs generally have the right under the deposit agreenent to
instruct the depositary bank to exercise the voting rights for the equity shares
represented by the rel ated ADSs.

At our request, the depositary bank will nmail to the hol ders of ADSs any
notice of stockholders’ neeting received fromus together with infornmation
expl ai ning how to instruct the depositary bank to exercise the voting rights of
the securities represented by ADSs.

If the depositary bank tinely receives voting instructions froma hol der of
ADSs, it will endeavor to vote the securities represented bK t he hol der’s ADSs
in accordance with such voting instructions. In the event that voting takes
pl ace by a show of hands, the depositary bank will cause the custodian to vote
all deposited securities in accordance with the instructions received by hol ders
of a majority of the ADSs for which the depositary bank receives voting
i nstructions.

Pl ease note that the ability of the depositary bank to carry out voting
instructions may be limted by practical and legal limtations and the ternms of
the securities on deposit. We cannot assure you that ADS holders will receive
voting materials in time to enable themto return voting instructions to the
depositary bank in a timely nmanner. Securities for which no voting instructions
have been received will not be voted except as di scussed above.
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Taxat i on

| ndi an Taxati on

General. The following relates to the principal Indian tax consequences for
hol ders of ADSs and equity shares received upon wthdrawal of such equity shares
who are not resident in India, whether of Indian origin or not. We refer to
t hese persons as non-resident holders. The following is based on the provisions
of the Inconme-tax Act, 1961, including the special tax replne contained in
Section 115AC and the |ssue of Forebgn Currency Convertible Bonds and Ordinary
Shares (through Depository Recei pt chani sm) Schene, 1993. The Incone-tax Act
is anended every year by the Finance Act of the relevant year. Sonme or all of
the tax consequences of the Section 115AC nay be anended or changed by future
anendnents of the Incone-tax Act.

This section is not intended to constitute a conplete analysis of the
i ndi vi dual tax consequences to non-resident holders under Indian [aw for the
acqui sition, ownership and sale of ADSs and equity shares. Personal tax
consequences of an investment nmay vary for non-resident holders in various
ci rcunst ances, and potential investors should therefore consult their own tax
advi sers on the tax consequences of such acquisition, omnershiﬁ and sal e,
i ncluding specifically the tax consequences under the |aw of the jurisdiction of
their residence and any tax treaty between India and their country of residence.

Resi dence. For Furposes of the Income-tax Act, an individual is considered
to be a resident of India during any fiscal year if he or she is inIndiain
that year for:

a period or periods amounting to 182 days or nore; or

60 days or nore and, in case of a citizen of India or a person of

I ndian origin, who, being outside India, conmes on a visit to India, is
in India for 182 days or nore effective April 1, 1995 and in each case
within the four preceding years has been in India for a period or

peri ods anmounting to 365 days or nore.

A conmpany is a resident of India if it is registered in India or the control and
t he managenment of its affairs is situated wholly in India. Afirmor other

associ ation of persons is resident in India except where the control and
managenent of its affairs is situated wholly outside India. Individuals,
conpani es, firns and other associations of persons that are not residents of
India woul d be treated as non-residents for purposes of the Inconme-tax Act.

Taxation of Distributions. There is no wthholding tax on dividends paid to
st ockhol ders. However, the ponPany payi ng the dividend is subject to a dividend
distribution tax of 10.2% including the presently applicable surcharge of 2.0%
on the total anount it distributes, declares or pays as a dividend. This
di vidend distribution tax is in addition to the normal corporate tax of 35.7%

i ncluding the presently applicable surcharge of 2.0%

Any distributions of additional ADSs, equity shares or rights to subscribe
for eqU|tY|shares made to non-resident holders wth respect to ADSs or equity

shares wi not be subject to Indian tax. Similarly, the acquisition by a
non-resi dent hol der of equity shares upon redenption of ADSs will not constitute
a taxabl e event for Indian incone tax purposes. Such acquisition will, however,

ive rise to a stanmp duty as described bel ow under "Stanp Duty and Transfer
ax. "

Taxation of Capital Gains. Any gain realized on the sale of ADSs or equity
shares by a non-resident holder to any non-resident outside India is not subjec
to Indian capital gains tax.

t

Si nce our ADS offeringg mere.anroved by the Governnent of India under the
| ssue of Foreign Currency nverti bl e Bonds and Ordinary Shares Schene,

non-resi dent hol ders of the ADSs have the benefit of tax concessions avail able
under Section 115AC. As a result, gains realized on the sale of ADSs will not be
subj ect to Indian taxation. The effect of the Scheme in the context of Section
115AC is unclear as to whether such tax treatnment is available to a non-resident
who acquires equity shares outside India froma non-resident holder of equity
shares after receipt of the equity shares upon surrender of the ADSs. |f
concessional tax treatnment is not avail able, gains realized on the sale of such
equity shares will be subject to custonmary Indian taxation on capital gains as
di scussed bel ow. The Issue of Foreign Currency Convertible Bonds and Ordinary
Shares Schene provides that if the equity shares are sold on a recogni zed stock
exchanPe in India against paynent in Indian rupees, they will no | onger be

eligible for such concessional tax treatnment.

~ Subject to anK relief Provided pursuant to an applicable tax treaty, any
gain realized on the sale of equity shares to an Indian resident or inside India
generally will be subject to Indian capital gains tax which is to be withheld at
the source by the buyer. However, the acquisition by non-resident hol ders of
GQUItb shares in exchange for ADSs will not be subiect to Indian capital gains
tax. Under the |Issue of Foreign Currency Convertib

—or el ( e Bonds and Crdinar¥ Shar es
Schene, the cost of acquisition of equity shares received in exchange for ADSs

will be the cost of the underlying shares on the date that the
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depositar¥ gives notice to the custodian of the delivery of the equity shares in
exchange for the corresponding ADSs. In the case of conpanies listed in India,
the cost of acquisition of the equity shares would be the price of the equity
shares preva|l|ng on the Stock Exchange, Mnbai or the National Stock Exchange
on the date the depositary gives notice to the custodian of the delivery of the
equity shares in exchange for the correspondi ng ADSs. However, the |ssue of
Foreign Currency Convertible Bonds and Ordinary Shares Schenme and Section 115AC
do not provide for determnation of the cost of acquisition for the purposes of
conmputing capital gains tax where the shares of the Indian conﬁany are not
listed on the Stock Exchange, Miunbai or the National Stock Exchange in India.
Therefore, in the case of our company, which is not |isted on either the Stock
Exchange, Munbai or the National Stock Exchange, the node of determination of
the cost of acquisition of equity shares is unclear. Therefore, the origina
cost of acquisition of the ADSs may be treated as the cost of acquisition for

t he purposes of detern1n!nP the capital gains tax. According to the |ssue of
Forei gn Currency Convertibl'e Bonds and Ordinary Shares Schene, a non-resident
hol der’s hol di ng period for purposes of determ ning the applicable Indian
capital gains tax rate in respect of equity shares received in exchange for ADSs
comrences on the date of the notice of the redenption by the deP05|tary to the
custodi an. The India-U'S, Treaty does not provide an exenption fromthe

i mposition of Indian capital gains tax.

Under Section 115AC, taxable gain realized in respect of equity shares held
for nore than 12 nonths, or long-termgain, is subject to tax at the rate of
10% Taxable gain realized in respect of equity shares held for 12 nonths or
| ess, or short-termgain, is subject to tax at variable rates with a maxi num
rate of 48% The actual rate of tax on short-termgain depends on a numnber of
factors, including the residential status of the non-resident holder and the
type of income chargeable in India.

_Buy-back of Securities. Currently, Indian conpanies are not subject to any
tax in respect of the buy-back of their shares. However, the stockholders wll
be taxed on any gain at the long-termor short-term as applicable, capita
%g!ns rates. For additional information, please see "--Taxation of Capita

ins."

Stanp Duty and Transfer Tax. Upon issuance of the equity shares underlyin
our ADSs, we are required to an a stanp duty of 0.1% of the aﬂgregate val ue o
the shares issued, provided that the issue of dematerialized shares is not
subject to Indian stamp duty. A transfer of ADSs is not subLect to Indian stanp
dutK. However, upon the acquisition of equity shares fromthe depositary in
exchange for ADSs, the non-resident holder will be |iable for Indian stanp duty
at the rate of 0.5%of the market value of the equity shares on the redenption
date. Simlarly upon a sale of shares in thS|caI form stanmp duty at the rate
of 0.5% of the market value of the equity shares on the trade date is payable,
al t hough customarily such duty is borne by the purchaser. Bl ocks of 500 or |ess
of our equity shares may be issued and traded in physical form and are thus
subject to Indian stamp duty. Blocks of nore than 500 of our equity shares mnust
ge I ssued and traded in denaterialized formand are not subject to Indian stanp

uty.

Weal th Tax. The holding of the ADSs in the hands of non-resident holders
and the hol ding of the underlyin eqU|thshares by the depositary as a fiduciary
will be exenpt fromlIndian wealth tax. n-resident holders are advised to
consult their own tax advisers in this context.

G ft Tax and Estate Duty. Indian gift tax was abolished in October 1998. In
India, there is no estate duty law. As a result, no estate duty woul d be
aﬁpllcable to non-resident holders. Non-resident hol ders are advised to consult
their own tax advisors in this context.

Service Tax. Brokerage or conm ssions paid to stockbrokers in connection
with the sale or purchase of shares is subject to a service tax of 5.0% The
st ockbroker is responsible for collecting the service tax and paying it to the
rel evant authority.

United States Federal Taxation

The following is a sunmary of the material U S. federal incone and estate
tax consequences that nay be relevant with respect to the acquisition, ownership
and di sposition of equity shares or ADSs. This summary addresses the U. S
federal income and estate tax considerations of holders that are U S. persons,
i.e., citizens or residents of the United States, partnerships or corporations
created in or under the |laws of the United States or any political subdivision
thereof or therein, estates, the income of which is subject to U S._federa
i ncone taxation regardless of its source and trusts for which a U S. court
exer ci ses Frlnary.superV|S|on and a U S. person has the authority to control al
substantial decisions and that will hold equity shares or ADSs as capital
assets. We refer to these persons as U. S. holders. This summary does not address
tax considerations applicable to holders that may be subject to special tax
rul es, such as banks, insurance conpanies, dealers in securities or currencies,
tax-exenpt entities, persons that hold equity shares or ADSs as a position in a
"straddle" or as part of a "hedging" or "conversion" transaction for tax
pur poses, persons that have a "functional currency"” other than the U S. dollar
or hol ders of 10%or nore, by votinﬁ power or value, of the stock of our
conpany. This summary is based on the tax laws of the United States as in effect
on the date of this Annual Report and on United States Treasury
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Regul ations in effect or, in some cases, proposed, as of the date of this Annua
Report, as well as judicial and adm nistrative interpretations thereof avail able
on or before such date and is based in part on representations of the depositary
and the assunption that each obligation in the deposit agreenent and any rel ated
agreenment will be perforned in accordance with its terms. Al of the fore?oing
are subject to change, which change could apply retroactively and could affect

t he tax consequences descri bed bel ow.

. Each prospective investor should consult his, her or its own tax advisor
with respect to the U.S. Federal, state, |ocal and foreign tax consequences of
acqui ring, owning or disposing of equity shares or ADSs

. Omnership of ADSs. For U.S. federal incone tax purposes, holders of ADSs
will be treated as the owners of equity shares represented by such ADSs.

Di vidends. Distributions of cash or property (other than equity shares, if
any, distributed pro rata to all stockhol ders of our conpany, including hol ders

of ADSs) with respect to equity shares will be includible in incone by a U S
hol der as foreign source dividend incone at the tinme of receipt, which in the
case of a U S. holder of ADSs generally will be the date of receipt by the

depositary, to the extent such distributions are made fromthe current or
accunul ated earnings and profits of our conpany as determned under U S. federa
i ncome tax principles. Such dividends will not be eligible for the dividends
recei ved deduction generally allowed to corporate U S. holders. To the extent,

if any, that the ambunt of any distribution by.our.conBany exceeds our conpany’s
current and accunul at ed earn|nPs and profits, it will be treated first as a
tax-free return of the U S holder’s tax basis in the equity shares or ADSs and
thereafter as capital gain.

A U S holder will not be eligible for a foreign tax credit against its
U S. federal inconme tax liability for Indian dividend distribution taxes paid by
our conpany, unless it is a US. conﬁanY hol di ng at | east 10% of our conpany
payi ng the dividends. U S. holders should be aware that dividends paid by our
conpany generally will constitute "passive incone" for purposes of the foreign
tax credit (or, in the case of certain holders, "financial services inconme").

. If dividends are paid in Indian ruPees, t he amount of the dividend
distribution includible in the incone of a U 'S. holder will be in the US.

dol I ar val ue of the paynents made in Indian rupees, determned at a spot
exchange rate between Indian rupees and U S. dollars applicable to the date such
dividend is includible in the income of the U S. holder, regardless of whether
the payment is in fact converted into U S dollars. Generally, gain or loss, if
any, resultlng from currency exchange fluctuations during the period fromthe
date the dividend is paid to the date such paynent is converted into U S.
dollars will be treated as ordinary income or | oss.

Sal e or Exchange of equity shares or ADSs. A U.S. holder generally wll
recogn|ze gain or loss on the sale or exchange of equity shares or ADSs equal to
the difference between the anount realized on such sale or exchange and the U S
hol der’s tax basis in the equity shares or ADSs. Subject to special rules
descri bed bel ow governing passive foreign investnent conpanies, such gain or

loss will be caprtal gain or loss, and will be long-termcapital gain or loss if
the equity shares or ADSs were held for nore than one year. Gain or loss, if
any, recognized b¥ a U S holder generally will be treated as U S. source gain
or loss for US. foreign tax credit purposes. The deductibility of capita

| osses may be subject to limtation

Estate Taxes. An individual stockholder who is a citizen or resident of the
United States for U S. federal estate tax purposes will have the value of the
equity shares or ADSs owned by such holder included in his or her gross estate
for US. federal estate tax purposes.

Passi ve Foreign Investment Conpany. A non-U.S. corporation will be
classified as a passive foreign investnent conpany for U S. Federal inconme tax
purposes if either:

75% or nore of its gross incone for the taxable year is passive
i ncone; or

on a quarterly average for the taxable year b% value (or, if it is not
a publicly traded corporation and so el ects, by adjusted basis) 50% or
nore of its assets produce or are held for the production of passive

i ncomne.

. W do not believe that we satisfy either of the tests for passive foreign
i nvest ment conpany status. If we were to be a passive foreign investnent conpany
for any taxable year, U S. holders would be required to either

pay an interest charge together with tax cal culated at maxi num
ordinary incone rates on "excess distributions,"” which is defined to
i nclude gain on a sale or other disposition of equity shares;

if aqualified electing fund election is made, to include in their

taxable income their pro rata share of undistributed ambunts of our
i ncome; or
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if the equity shares are "marketable" and a mark-to-market election is
made, to nmark-to-narket the GQUIIK shares each taxable year and
recogni ze ordinary Ealﬂ and, to the extent of prior ordinary gain
ordinary loss for the increase or decrease in narket value for such

t axabl e year.

~ Backup Wthhol ding Tax and Information Reporting Requirements. Dividends

Ba|d on equity shares to a holder who is not an "exenpt recipient," if any, may

e subject to information reporting and, unless a holder either furnishes its
taxpayer identification nunber or otherw se establishes an exenption, my al so
be subject to U S. backuP wi t hhol ding tax. In addition, information reporting
will apply to paynments of proceeds fromthe sale or redenption of equity shares
or ADSs by a paying agent, including a broker, within the United States to a

U. S. holder, other than an "exenpt recipient.” An "exenpt recipient"” includes a
corporation. In addition, a paying agent within the United States will be
required to withhold 31% of any Eggnents.of the proceeds fromthe sale or
redenption of equity shares or A within the United States to a hol der, other
than an "exenpt recipient,” if such holder fails to furnish its correct taxpayer
identification nunber or otherwise fails to conply with such backup wi thhol di ng
requirenents.

The above summary is not intended to constitute a conplete analysis of al
tax consequences relating to ownership of equity shares or ADSs. You shoul d
consult your own tax advisor concerning the tax consequences of your particular
situation.

DOCUMENTS ON DI SPLAY

~ Publicly filed docunents concerning our conpang which are referred to in
this document may be inspected and copied at the public reference facilities
mai nt ai ned by the SEC at:

Judi ciary Pl aza

450 Fifth Street, N W
Room 1024

Washi ngton, D.C. 20549

_Copies of these naterials can al so be obtained fromthe Public Reference
Section of the SEC, 450 Fifth Street, N.W, Wshington D.C. 20549, at prescribed
rates.

The SEC mai ntains a website at www. sec. gov that contains reports, proxy and
information statements and other information regarding registrants that nmake
electronic filings with the SEC u3|nﬂ its EDGAR system As a foreign private
issuer, we are not required to use the EDGAR system but we have done so in the

ast and will continue to do in order to make our reports avail able over the
nt er net .

[tem 11. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

Qur currency, maturity and interest rate information relative to our
short-termand | ong-termdebt are disclosed in Note "Borrow ngs" to our
consol i dated financial statenents.

The table bel ow provides information about our financial instruments that
are sensitive to changes in interest rates and foreign currencies as of the
dates shown. Wi ghted average variable rates were based on average interest
rates applicable to the |Ioans. The information is presented in U'S. dollar
equi val ents, which is our reporting currency, based on the applicabl e exchange
rates as of the relevant period end. Actual cash flows are denonminated in
various currencies, including U S. dollars and |Indian rupees.

As of March 31, 2000 As of March 31, 2001

Tot al Tot al
Recor ded Recor ded
Armount Fair Val ue Armount Fair Val ue
($ equival ent in thousands)

Debt :
Fi xed rate short-termdebt....... $19, 139 $19, 139 - -
Average interest rate............ 12. 6%
Variable rate short-termdebt.... $182 $182 $7, 358 $7, 358
Average interest rate............ 13. 8% 12. 7%
Fixed rate long-termdebt........ $41, 995 $42, 535 $24, 384 $24, 411
Average interest rate............ 14. 8% 14. 1%
Variable rate long-termdebt..... $23, 512 $23, 512 $18, 458 $18, 458
Average interest rate............ 11. 8% 12. 1%
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Limtations. Fair value estimtes are made at a specific point in tine and
are based on relevant market information about the financial instrunent. These
estimates are subjective in nature and involve uncertainties and matters of
significant judgnent and therefore cannot be determ ned with precision. Changes
i n assunptions could significantly affect the estimates.

~ W also face nmarket risk relating to foreign exchange rate fluctuations,
principally relating to the fluctuation of U'S. dollar to Indian rupee exchange
rate. Qur foreign exchange risk pr|DC|FaIIy arises fromaccounts payable to
overseas vendors. This risk is partially n1t|ﬂated as we have receipts in
foreign currency fromoverseas custoners and
W th overseas banks.

During fiscal 2000 and fiscal 2001, 90.0% and 89.8% respectively, of our
revenues were generated outside of India. Using sensitivity analysis, a
hypot heti cal 10.0% increase in the value of the Indian rupee against all other
currenci es woul d decrease revenue by 1.5% or $2.4 nillion, in fiscal 2000 and
1.8% or $5.6 nillion, in fiscal 2001, while a hypothetical 10.0% decrease in
the value of the Indian rupee against all other currency would increase revenue
by 1.5% or $2.4 nillion, in fiscal 2000 and 1.8% or $5.6 million, in fisca
2001. In the opinion of managenent, a substantial portion of this fluctuation
woul d be of fset bg expenses Incurred in |local currencies. As a result, a
hypot heti cal 10.0% novenent of the value of the Indian rupee against all other
currencies in either direction would have inpacted our earnings before interest
and taxes by $2.4 nillion in fiscal 2000 and $5.6 nillion in fiscal 2001. This
anount woul d be offset, in part, fromthe inpacts of |ocal inconme taxes and
[ocal currency interest expense. As at March 31, 2001, we had approxi mately
$57.8 mllion of non-Indian rupee denoninated cash and cash equival ents, and
approximately $3.7 mllion of non-Indian rupee denom nated borrow ngs.

[tem 12. DESCRI PTI ON OF SECURI TI ES OTHER THAN EQUI TY SECURI TI ES

ol d bal ances in foreign currency

Not appli cabl e.

PART ||
Item 13. DEFAULTS, DI VI DEND ARREARAGES AND DELI NQUENCI ES
Not appli cabl e.

[tem 14. NMATERI AL M2DI FI CATI ONS TO THE RI GHTS OF SECURI TY HOLDERS AND USE OF
PROCEEDS

In May 2001, we conpl et ed an.offering of 16,675,000 ADSs (representing
33,350,000 equity shares) at a price of $9.71 per ADS. W received approxi mately
$152.7 mllion in cash, net of underwiting discounts, comm ssions and ot her
offering costs. Qur Securities Act registration statement on FormF-1 with
respect to the offerlng was declared effective by the Securities and Exchan%e
Conmi ssion on May 14, 2001 (Registration No. 333-13464). As of July 31, 200
approxi mately $46.1 nmillion of these proceeds has been used for prepagnent of
loans ($26.9 mllion); strategic investments in our subsidiaries ($1.5 mllio
and working capital and general corporate purposes ($17.7 million). W intend
use the balance of the net proceeds to fund expansi on of our existing facilit
and conmuni cation network in different [ocations in India and outside India; t
devel op new facilities within and outside India; to investnment in joint ventur
and ot her strategic investnments; and for working capital and general corporate
pur poses. None of the net proceeds fromour ADS offering were paid, directly or
indirectly, to any of our directors, officers or general partners or anY of
their associates, or to any persons owning ten percent or nore of any class of
our equity securities, or any affiliates.

[tem 15. RESERVED
[tem 16. RESERVED

n)
t
e
0
e

S

PART 111
[tem 17. FI NANCI AL STATEMENTS

See Item 18 for a list of financial statenents filed under Item 17
90
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[tem 18. FI NANCI AL STATEMENTS

The follow ng financial statements are filed as part of this docunent,
together with the report of the independent auditors:

I ndependent Auditor’s Report
Consol i dat ed Bal ance Sheets as of March 31, 2000 and 2001

Consol i dated Statenments of Operations and Conprehensive Inconme (Loss) for
t he years ended March 31, 1999, 2000 and 2001

Consol i dated Statements of Sharehol der’s Equity for the years ended March
31, 1999, 2000 and 2001

Consol i dated Statements of Cash Flows for the years ended March 31, 1999
2000 and 2001

Notes to Consolidated Financial Statenents
ltem 19. EXH BI TS

Nurnber Descri ption

1.1 Menor andum and Articles of Association of Satyam Conputer
Services. /(1)/

1.2 Schedule 1 - Table A Regul ati ons for Managenent of a Conpany Limted by
Shares. /(1)/

2.1 Speci mens of Share Certificates. /(1)/

2.2 Deposit Agreenment dated May 14, 2001, by and anpng Satyam Conput er

Services, Ctibank, N.A and the holders fromtine to tine of Anerican
Depositary Receipts issued thereunder (including as an exhibit, the form
of Anerican Depositary Receipt). /(4)/

Associ ate Stock Option Plan (including Deed of Trust). /(1)/

Associate Stock Option Plan B. /(1)/

Associ ate Stock Option Plan ADR. /(1)/

i e
bW N P

Joi nt Venture Agreenent between TRWInc. and Satyam Conputer Services,
dat ed Septenmber 26, 2000. /(1)/ *

4.5 Agreenent for the Sale of Shares in Criclnfo Linmted, dated April 5,
E.OQ, gy ??g)yetmeen I ndi go Hol di ngs Limted and Satyam | nf oway
imted.

4.6 Subscripti on Agreement, dated May 26, 2000, by and anmpng Criclnfo
Limted, SatyamInfoway Linmted and the Senior Managenent. /(2)/

4.7 Agreed Form of Sharehol ders Agreerment by and among Criclnfo Limited,
Satyam I nfoway Linmited and the Non-SIL Shrehol ders. /(2)/

4.8 Letter Agreenent, dated May 2000, between Satyam Infoway Linited and
Indigo Holdings Limted. /(2)/

4.9 Share Purchase Agreenent, dated Novenber 29, 1999, by and anpbng Satyam
I nfoway Limted, IndiaWrld Comrunications Private Linmted, Rajesh Jain
and the other sharehol ders of |ndiawrld Conmmunications Private Linmted
listed on the signature pages thereto. /(3)/

4.10 Agr eenment For tion to Purchase Shares, dated November 29, 1999, by and
anong Satyam Infoway Limted, |ndiawrld Communications Private Linmted,
Raj esh Jain and the other sharehol ders of IndiaWwrld Cormuni cati ons
Private Limted listed on the signature pages
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thereto. /(3)/

4.11 Share Purchase Agreement, dated as of June 30, 2000, by and among Raj esh
Jain, Bhavana Jain, CM Jain |npex and |Investnments Private Limted,
Satyam I nfoway Limted and I ndi aWrld Conmmuni cations Private
Limted. /(2)

8.1 Li st of Subsidiaries. /(1)/

10.1 Consent of Price Waterhouse, |ndependent Accountants. /(4)/

(1) Previous filed as an exhibit to our Registration Statement on FormF-1
(File No. 333-13464) filed on May 7, 2001 and incorporated herein by

ref erence.

(2) Previously filed by Satyam Infoway Limited with the Conmi ssion as an
exhibit to the Registration Statenent on FormF-2 (File No. 333-42292)
filed on July 26, 2000 and incorporated herein by reference.

(3) Previously filed by Satyam Infoway Linmted with the Commi ssion as an
exhibit to Form6-K (File No. 000-27663) filed on Decenber 6, 1999 and
i ncorporated herein by reference.

(4) Filed herewth.

* Confidential treatnment has been requested.
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SI GNATURES

~_ The registrant hereby certifies that it neets all of the requirenments for
fili thOIn]c Form 20-F and aut hori zed the undersigned to sign this annual report on
its behal f.

SATYAM COVMPUTER SERVI CES LI M TED

By: /s/ B. Rama Raju

Nane: B. Ranma Raju

Title: Chi ef Executive Oficer
and Managi ng Director

By: /sl V. Srinivas

Nanme: V. Srinivas

Title: Seni or Vice President

and Chi ef Financial Oficer
Dat e: August 10, 2001



Page 98

1]] FI NEDG [ 80531. FI N 00001. PI P EDGAR only EDG 10-AUG 2001 18:32  BLK: 00-000- 0000 00:00
1]] Sat yam Conput er s Form 20-F R R Donnelley 011 65 230 3212 WP2EDG
<PAGE>

SATYAM COVMPUTER SERVI CES LI M TED
I NDEX TO U. S. GAAP CONSCLI DATED FI NANCI AL STATEMENTS
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Consol i dated Statenents of Qperations for the years ended March 31, 1999, 2000 and 2001............ F-4
Consol i dated Statenents of Stockholders’ Equity for the years ended March 31, 1999, 2000 and 2001.. F-5
Consol i dated Statenents of Cash Flows for the years ended March 31, 1999, 2000 and 2001............ F-8
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Report of |ndependent Accounts

To the Board of Directors of:
Sat yam Conput er Services Limted

In our opinion, the acconPanying consol i dat ed bal ance sheets and the rel ated
consol i dated statenents of operations, cash flows, and changes in sharehol ders’
equity present fairly, in all material respects, the financral position of

Sat yam Computer Services Linmited and its consolidated subsidiaries as of March
31, 2000 and 2001 and the results of their operations and their cash flows for
each of the three Years in the period ended March 31, 2001, in conformity with
accounting principles generally accepted in the United States of Anerica. These
financial statements are the responsibility of the.Cbnpany’s managenment ; our
responsibility is to express an opinion on these financial statenents based on
our audits. We conducted our audits of these statenents in accordance with

audi ting standards generally accepted in the United States of America which
require that we plan and performthe audit to obtain reasonabl e assurance about
whet her the financial statements are free of material misstatement. An audit

i ncl udes exam ning, on a test basis, evidence supporting the amunts and

di sclosures in the financial statenents, assessing the accounting principles
used and significant estimates nade bg managenment, and eval uating the overal
financial statenment presentation. W believe that our audits provide a
reasonabl e basis for our opinion

Pri ce Wt er house
/sl

Hyder abad, |ndia
August 10, 2001



Page 100

1]] FI NEDG [ 80531. FI N 00003. PI P EDGAR only EDG 10-AUG 2001 18:29  BLK: 00-000- 0000 00:00
1]] Sat yam Conput er s Form 20-F R R Donnelley 011 65 230 3212 WP2EDG
<PAGE>

Consol i dat ed Bal ance Sheets
Sat yam Conput er Services Limted )
(Thousands of US Dollars except as stated ot herw se)

<TABLE>
<CAPTI O\>
As of March 31
2000 2001
Asset s
<S> <C <C
Qurrent assets
Cash and cash_equi val ents $192, 304 $ 66, 068
Accounts receivable, net of allowance for doubtful debts 51,515 92, 564
Unbi | | ed revenue on contracts 1,005 4,676
[nventory 417 2,350
| nvestents _ 518 210
Deferred taxes on income _ 413 966
Prepai d expenses and ot her receivables, net of allowances 15, 664 22,556
Total current assets 261, 836 189, 390
Prem ses and equi pment, net 84, 588 133,231
Goodwi |1 and other intangihle assets, net 58, 562 109, 995
I nvestnents . . 2,681 2,498
[nvestment in associated conmpani es 439 33,989
O her assets 4,453 11,996
Total assets $412, 559 $481, 099
Liabilities and Sharehol ders’ equity
Current liabilities _
Short-termand current portion of |ong-termdebts $ 34,778 $ 40,575
Accounts payabl e o 12,001 15,908
Accrued expenses and other |iabilities 12, 897 31,780
Unearned and deferred revenue 3,448 4,132
Total current liabilities 63, 124 92,395
Long-termdebts 50, 050 9,625
Deferred taxes on incone _ . _ 30, 274 36, 777
Excess of cash received over carrying value of investment in Infoway, - 35, 156
net of taxes (Note No.7)
CGther non-current liabilities 741 5,408
Total Liabilities 144,189 179, 361
Mnority interest 99, 896 107, 043
Contingencies and Cormitments (Note No.20)
Sharehol ders’ equity
Common stock - par val ue Rs.2 (US$0.043*) per equity share
(375 million equity shares authorized and 281,190,000 and
281,190,000 equity shares issued as of March 31, 2000 and 2001
respectively) _ 15,726 15,726
Addi tional paid-in capital 189, 508 253, 409
Deferred stock conpensation (17,972) 11,787
Retai ned earnings (deficits) 2,563 29, 456
O her conprehensive incone (I0ss) (9,194) 21,659
‘ 180, 631 206, 233
Shares hel d by the Trust under enploKee stock option plan
211,768,400 and 11,170,070 equity shares as of March 31, 2000 and
001 respectively) (12, 157) (11,538)
Total sharehol ders’ equity 168, 474 194, 695
Total liabilities and sharehol ders' equity T $412,55 $481, 099

</ TABLE>

* the par value in $ has been converted at the closing rate as of March 31
2001, 1% = Rs.46.85

The acconpanying notes are part of the consolidated financial statenments.
F- 3
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Consol i dated Statenents of Cperations
Sat yam Conput er Services Limted .
(Thousands of US Doll ars except per share data and as stated ot herw se)

<TABLE>
<CAPTI O\>

Years ended March 31

1999 2000 2001

<S> <C <C <
Revenues $ 97,795 $ 164,455 $ 308,207
Cost of revenues, inclusive of deferred stock conpensation of
$3,137 in fiscal 1999, $13,356 in fiscal 2000, and $31,336
infiscal 2001. 49, 559 90, 449 208, 121
Goss profit 48, 236 74,006 100, 086
Selling, general and administrative expenses, inclusive of
deferred stock conpensation of $180 in fiscal 1999, $3,575
infiscal 2000, and $14,782 in fiscal 2001. 31, 898 69, 592 122,000
Anortization of goodwil| 130 5,043 24,728
Total operating expenses 32,028 74,635 146, 728
Qerating income (loss) 1508 (629 (46, 642)
Interest income 43 2,625 5,732
Interest expense (6,905) (11, 290) (9,632)
O her incone 990 1,471 6, 806
O her expenses (28) (418) (344)
Income (1oss) before income taxes, mnority interest and
equity in earnings (losses) of associated conpanies 10, 308 (8,241) (44, 080)
I ncone taxes (1,105 (1,619 g4, 137)
Mnority Interest (171 2,785 5,772
Income (loss) before equity in earnings (losses) of
associ ated conpani es 9,032 (7,075) (22, 445)
Equity in earnings (losses) of associated companies, net of
taxes (18) 135 (5,467)
Net incone (I oss) $ 9,014 $  (6,940) $ (27,912
Earnings (loss) per share:
Basi ¢ $ 0.03 $ 20. 03; $ 20. 10;
Diluted $ 0.03 $ 0.03 $ 0.10

</ TABLE>
The acconpanying notes are part of the consolidated financial statenents.
F-4
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Consol i dated Statenents of Changes i n Sharehol ders’ Equity
Sat yam Conputer Services Limte )
(Thousands of US Doll ars except per share data and as stated ot herw se)

<TABLE>
<CAPTI ON>
Common Stock _Addi ti onal Deferred stock  Retained Gher
paid-in capital conpensation  earnings Conpr ehensi ve
---------------------------- plan Income (I 0ss)
Shares Par Val ue
<S> < <o <C <C <C <
Bal ance as of March 31, 1998 260, 190, 000 $8, 765 $ 8,280 - $11, 909 $ (5,096)

Compr ehensi ve i ncone:

Net incone 9,014
Gain on dilution of interest in

subsidiary on subsidiary's issuance

of new shares, net of taxes 3,635
Gain (loss) on foreign currency
translation
Total conprehensive inconme (1,756)
Deferred stock conpensation 14, 479 $(14,479)
Amortization of deferred stock
conpensat i on 3,315
Cash dividend paid at the rate of
US80. 008 per share - - - - (2,174)
Bal ance as of March 31, 1999 260, 190, 000 $8, 765 $26, 394 $(11,164) $18, 749 $ (6,852)
<CAPTI O\>
Shares held by Total
SC-Trust shar ehol der s’
Equity

<S> <C
Bal ance as of March 31, 1998 $ 23,858
Compr ehensi ve i ncone:

Net incone 9,014
Gain on dilution of interest in

subsidiary on subsidiary's issuance

of new shares, net of taxes 3,635
Gain (loss) on foreign currency

translation (1,756)
Total conprehensive income 10, 893

Deferred stock conpensation

Amortization of deferred stock

conpensat i on 3,315
Cash dividend paid at the rate of

US80. 008 per share - (2,174)
Balance as of Mrch 31, 1999 o s 3802
</ TABLE>

(continuing on follow ng page)
F-5
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Consol i dated Statenents of_Changes in Sharehol der’s Equity
Sat yam Conputer Services Limte )
(Thousands of US Doll ars except per share data and as stated ot herw se)

<TABLE>
<CAPTI ON>
Common Stock _Addi ti onal Deferred stock Ret ai ned Ot her
Paid-in capital  conpensation earnings Conprehensive
------------------------------- pl an [ ncore (10ss)

<S> <C (o (o N (o
Bal ance as of March 31, 1999 260, 190, 000 $ 8,765 $ 26,394 $(11,164) $18, 749 $(6, 852)
Cbnﬁéehen5|ve i ncome
t loss . _ (6, 940)
Gain on dilution of interest in 101, 839
subsidiary on subsidiary’s
i ssuance of new shares, net of
taxes ,
Loss on foreign currency (2,362
trans|ation o
Unreal i zed gains on securities, 20
net of taxes

Total conprehensive income

Acquisition of minority interest 8, 000, 000 183 24,878
Stock Split (effected in the form of
a divi dend) 6, 480 (6,480)

Deferred stock conpensation 23, 265 (23, 265)
Amortization of deferred stock
conpensation 16, 457

Shares issued to the Trust for
stock-based conpensation plan 13, 000, 000 298 13,132

Shares transferred by the Trust to
enpl oyees on vesting

Cash dividend paid at the rate of
US$0. 012 per share (2,766)

Bal ance as of Mrch 31, 2000 281, 190, 000 $15, 726 $189, 508 $(17,972) $ 2,563 $(9,194)

<CAPTI ON>
Shares held by Tot al
the Trust shar ehol der’ s
Equity

<S>
Bal ance as of March 31, 1999
Cbnﬁéehen5|ve i ncome
t loss . _ 66,940)
Gain on dilution of interest in 101, 839
subsidiary on subsidiary’s
i ssuance of new shares, net of

taxes ,
Loss on foreign currency (2,362
trans|ation o
Unreal i zed gains on securities, 20
net of taxes
Total conprehensive income 92, 557
Acquisition of minority interest 25, 061
Stock Split (effected in the form of
a divi dend)

Deferred stock conpensation
Amortization of deferred stock

conpensation 16, 457
Shares issued to the Trust for

stock-based conpensation plan (13, 430)
Shares transferred by the Trust to

enpl oyees on vesting 1,273 1,273
Cash dividend paid at the rate of

US$0. 012 per share (2,766)
Bal ance as of March 31, 2000 $(12, 157) $168, 474
</ TABLE>

(continuing on foll owi ng page)
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<TABLE>
<CAPTI O\>
Common St ock Addi ti onal Deferred stock  Retained Oher
paid-in capital conpensation plan earnings Conpr ehensi ve
--------------------------- plan Incone (I 0ss)
Shares Par Val ue
<S> <C <C <C <C <C <C
Bal ance as of March 31, 2000 281,190, 000 $15, 726 $189, 508 $(17,972) $ 2,563 $(9,194)

Conpr ehensi ve incone:

Net loss , (27,912)
Gain on dilution of interest
in subsidiary on
subsidiary’'s issuance of new
shares, net of taxes 24,599

Loss on sale of |nfoway shares

by Cricinfo, net of taxes (466)

Loss on foreign currency (12, 429)
translation

Unreal i zed | osses on (36)
securities, net of taxes

Total conprehensive income

Varrants issued to TRW(Note 6)) 1,657
Deferred stock conpensation 38,034 (38, 034)
Amortization of deferred stock
conpensation 44,219
Shares transferred by the Trust to
enmpl oyees on vesting 77
Cash dividend paid at the rate of
US$0. 008 per share (4,107)
Bal ance as of March 31, 2001 281,190, 000 $15, 726 $253, 409 $(11,787) $(29, 456) $(21, 659)
<CAPTI O\>

Shares held by Tot al

the Trust shar ehol ders’
Equity

S e <o
Bal ance as of March 31, 2000 $(12, 157) $168, 474

Conpr ehensi ve incone:
Net loss _ (27,912)
Gain on dilution of interest
in subsidiary on
subsidiary’'s issuance of new

shares, net of taxes 24,599
Loss on sale of Infoway shares
by Cricinfo, net of taxes (466)
Loss on foreign currency
trans|ation (12, 429)
Unreal i zed | osses on
securities, net of taxes (36)
Total conprehensive incone (16, 244)
Viarrants issued to TRW(Note 6)) 1,657
Deferred stock conpensation -
Amortization of deferred stock 44,219

conpensat i on
Shares transferred by the Trust to

enpl oyees on vesting 619 696
Cash dividend paid at the rate of

US$0. 008 per share (4,107)
Balance as of Mwch 3L, 2000 §(11,5%) $194, 695
</ TABLE>

The acconpanying notes are part of the consolidated financial statenents.
F-7



EDGAR only

1] ] FI NEDG: [ 80531. FI N 00008. PI P
1 Form 20-F

Sat yam Conput er s
<PAGE>

Consol i dated Statenents of Cash Fl ows
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<TABLE>
<CAPTI ON>

Cash Flows From Qperating Activities:

R R Donnelley

EDG 10- AUG 2001 19:05

Page 105
BLK: 00-000- 0000
011 65 230 3212 892 V3

0:00
1

Years ended March 31

<S>
Net incone (loss) . . ,
Adjustments to reconcile net income (loss) to net cash provided
bEeoper_atlng activities;
reciation and amortization

Deferred stock conpensation

Deferred taxes on Incone

Profit on sale of investments

Loss on sale of prenises and equi pnent

Foreign currency translation on excess of amount received on

sale of shares of Infoway over its carrying value

Amortization of discount on share warrants rssued to TRWand

change in fair value of put option

Mnority Interest _ . .

Equity in share of (earnings) |osses of associated conpanies
Changes in assets and liabilities;

Accounts receivable, net and unbilled revenues

Prepai d expenses, other receivables, and inventory

O her assets, non-current

Accounts payabl e S

Accrued expenses and other |iabilities

Unearned and deferred revenue

Qher liabilities, non-current

171
18
(15,497}

(870
(1,536
713

5,673
1, 684

&

23,199
10; 330

(694
9,141
4 261
1,531

735

Net cash provided by operating activities

Cash Flows Used In Investing Activities

14,245

14,115

Acquisition of F_rem' ses and equi pment
Expenditure on licence fees ,

Proceeds fromsale of prenises and equipment
Acquisition and investments in associated conpanies
Purchase of investments, current and non-current
Proceeds fromsale of investnents

Net cash used in investing activities

Cash Flows From Financing Activities

Increase (decrease) in short-termdebts

Share Vrrant Consideration .

| ssuance of conmon stock under Enployee Stock Qption Plan
I'ssuance of common stock by Infoway and other subsidiaries, net
of issuance cost

Proceeds fromlong-term debts

Proceeds fromsale of shares of Infoway, net of cost

Repaynment of |ong-termdebts

Cash di vi dends paid

5,193
33, 20?
21

$ 14,318
1,273

232,534
30, 582

(24,277
(2,766

Net cash |‘Erovi ded by financing activities
</ TABLE>
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Consol i dated Statenents of Cash Fl ows
Sat yam Conput er Services Limted .
(Thousands of US Doll ars except per share data and as stated ot herw se)

<TABLE>
<CAPTI ON>
Year ended march 31

1999 2000 2001
<S> <C <C <C
Effect of exchange rate changes on cash and cash equivalents (4,191) (3,071) (8,560)
Net change in cash and cash equival ents 9,814 179, 089 (126, 236)
Cash and cash equival ents at begi nni nﬁ of the year 3,401 13,215 192, 304
Cash and cash equivalents at end of the year $ 13,215 $192, 304 $ 66,068
Suppl enentary information:
Cash paid during the period for:
I ncome taxes $ 1,193 $ 1,501 $ 4,898
I nterest 6, 487 9, 826 9, 250
Non-cash itens: o o
Shares issued on acquisition of ninority interest $ 25,061
Shares issued by |nfoway on acquisitions - - $ 69,815
Capital leases and hire purchase $ 328 657 1,624
</ TABLE>

For a nunber of reasons, principally the effects of translation differences and
consol i dation changes, certain itens in the statenents of cash flow do not
correspond to the differences between the bal ance sheet ampbunts for the
respective itemns.

The acconpanying notes are part of the consolidated financial statements.
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1. Descri ption of Business

Sat yam Conputer Services Limted and its consolidated subsidiaries and
associ ated conpani es (hereinafter referred to as "Satyani') are engaged in
providing information technol ogy services, Internet services and devel opi ng
sof tware products.

Satyam Conmput er Services Limted (hereinafter referred to as "Satyam Conputer
Services") is an information technology ("IT") services provider that uses a
gl obal infrastructure to deliver val ue-added services to its custonmers, to
address I T needs in specific industries and to facilitate el ectronic business,

or eBusiness, initiatives. Satyam Conputer Services was incorporated on June 24,

1987 in Hyderabad, Andhra Pradesh, India. Satyam Conputer Services has offshore
devel opnent centers |ocated throughout India that enable it to provide high
qual ity and cost-effective solutions to clients. It also has seven offsite
centers located in the United States, Europe, Japan and Singapore. The range of
services offered by it, either on a "time and material" basis or "fixed price"

i ncl udes consul ting, systens design, software devel opnent, systen1|nte%rat|on
and appl i cation malntenance. SatYan1offers a conprehensive range of |

servi ces, including software deve

opnent, packaged software integration, system

mai nt enance and engineering desi gn services. Satyam Conputer Services has
a

establ i shed a diversified

se of corporate custonmers in a w de range of

i ndustries including insurance, banking and financial services, manufacturing,
t el econmuni cati ons, transportation and engi neering services.

Satyam Infoway Linmted (hereinafter referred to as "Infoway"), a subsidiary of
Sat yam Conputer Services, is an integrated Internet and el ectronic commerce
servi ces conRany in India. In addition, InfomaY provi des various internet

c

services su

as electronic data exchange, email and ot her messagi ng services,

virtual private networks, web based solutions to businesses, web page hosting to
i ndi vidual s and operates an Internet online portal and content offering.

2.

a)

b)

c)

Sunmary of Significant Accounting Policies
Basi s of Consolidation

The consolidated financial statenents of Satyam Conputer Services and its
maj ori ty-owned donestic and foreign subsidiaries are Brepared in accordance
with generally accepted accounting principles applicable in the United
States ("U S. GAAP"). Al inter-conpany bal ances and transacti ons have been
elimnated. Investnents in business entities in which Satyam does not have
control, but has the ability to exercise significant influence over
operat|ng and financial policies (generally 20-50 percent ownership), are
accounted for by the equity nethod.

On occasion, a subsidiary or associated conﬁany accounted for by the equity
nmet hod ("offering conpany") naY issue its shares to third parties as either
a public offering or private placement at per share amounts in excess of or
| ess than Satyanis average per share carrying value. Wth respect to such
transactions, the resulting gains or |osses arisinP fromthe change in
interest are recorded in additional paid-in capital. Gains or |osses
arising on the direct sales by Satyamof its investnment in its subsidiaries
to third parties are recoPn|zed in incone. Such gains or |osses are the

di fference between the sale proceeds and net carrying value of investnents.

The excess of the cost over the underlying net equity of investnents in
subsi di ari es and associ ated conpani es accounted for on an equity basis is
allocated to identifiable assets based on fair values at the date of

acqui sition. The unassigned residual value of the excess of the cost over
the underlying net equity is recognized as goodwi || .

Use of Esti mates:

The Breparation of the consolidated financial statements in conformity with
the U S. GAAP requires that the managenment make estimates and assunptions
that affect the reported amounts of assets and liabilities and discl osure
of contingent liabilities as of the date of the financial statements and

t he reported amount of revenues and expenses during the reported period.
Exanpl es of such estinates include: estinates of expected contract costs to
be incurred to conplete software devel opment, allowance for doubtful debts,
future obligations under enployee benefit plans, valuation allowances for
deferred taxes, useful lives of prenises and equi pnrent (fixed assets) and
goodwi I I . Actual results could differ fromthose esti mates.

Foreign Currency Translation

The acco anying consol i dated financial statenments are reported in U S.
dol I ars. The Indian rupee is the functional currency for Satyam Conputer
Services, its donestic subsidiaries and associ ated conpani es. However, the
Japanese yen, U.S. dollar, pound Sterling and Si ngapore dollar are the
functional currencies for its foreign subsidiaries [ocated in
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Japan, U.S., UK and Singapore respectively. The translation of the
functional currencies into U S dollars (reporting currency) is performed
for assets and liabilities using the current exchange rates in effect at

t he bal ance sheet date and for revenues, costs and expenses using average
exchange rates preva|l|nP during the reporting periods. Adjustnents
resulting fromthe translation of functional currency financial statenments
to reporting currency are accunul ated and reported as ot her conprehensive
i ncome, a separate conponent of sharehol ders’ equity.

Transactions in foreign currency are recorded at the exchange rate
prevailing on the date of transaction. Mnetary assets and liabilities
denominated in foreign currencies are expressed in the functional currency
at the exchange rates in effect at the bal ance sheet date. Revenues, costs
and expenses are recorded using average exchange rates prevailing during
the reporting periods. Gains or losses resulting fromforeign currency
transactions are included in the statenent of operations.

Satyam periodically enters into foreign exchange forward contracts to limt
the effect of exchange rate changes on its foreign currency receivable and
debts payable. Gains and | osses on these contracts are recogni zed as i ncone
or expense in the statenent of operations as incurred, over the life of the
contract. As of March 31, 2000 and March 31, 2001, Satyam had no foreign
exchange forward contracts outstandi ng.

d) Revenue Recognition
i) IT Services

Revenues from prof essional services consist of revenues earned from
services performed on a "time and material” basis and related revenue is
recogn|zed as the services are perforned. Satyam al so perforns time bound
fixed-price engagerments, under which revenue is recognized using the
Bercentage—of—conplet|on met hod of accounting, unless work conpleted cannot

e reasonably estimated. Satyam recognizes revenue based on the conpl et ed-
contract nethod where the work to conpl ete cannot be reasonably esti mated.
The cunul ative inmpact of any revision in estinmates of the percent conplete
is reflected in the period in which the change beconmes known. Provisions
for estimated | osses on such engagenments are nmade during the period in
which a | oss becones probabl e and can be reasonably esti mated.

Anmpunts included in the financial statenments, which relate to recoverable
costs and accrued profits not yet billed on contracts, are classified in
current assets as "Unbilled revenue on contracts". Billings on unconpl eted
contracts in excess of accrued cost and accrued profit are classified in
current liabilities under the headi ng "Unearned revenue". Satyam provides
its clients with one to three nonths warranty as post-sale support for its
fixed price engagenents. Costs associated with such services are accrued at
the tine the related revenues are recorded.

ii) Internet Services

Revenues from corporate network services, which include providing e-
commer ce sol utions, electronic data interchange and other network based
services, are recogni zed upon actual usage of such services by custoners
and are based on either the tine for which the network is used or the
volunme of data transferred, or both. In accordance with the contractua
agreenent, custoners are allowed to use such services free of cost for a
specified period of time or volume. No revenues are recogni zed for such
exenpted periods or volunes. Revenues fromthe sale of conmunication
hardware and software required to provide Infoway's network based services
are recogni zed when the sale is conplete with the passing of title.

Revenues from web-site design and devel opnent are recogni zed upon proj ect
conpl etion, which occurs once the custoner’s web |inks are conm ssioned and
aval | abl e on the Worl d- Wde-Wb. Revenues from web-site hosting are

recogni zed ratably over the period for which the site is hosted. Revenue
from devel opment of internet networking solutions conprise income fromtine
and material contracts and fixed price contracts. Revenues are recognized
inlines with revenue recognition policy of IT Services.

Internet access is sold to custoners either for unlimted hours or for a
speci fied nunber of hours, which is to be utilized within a specified
Fer|od of tinme. Custoners purchase a CD-ROMthat allows themto access the
nternet. The anounts recelved fromcustoners on the sale of these CD ROV
are not refundabl e. Sat¥an1recognizes revenue based on usage by the
custoner over the specified period. At the end of the specified period, the
remai ni ng unutilized hours, If any, are recognized as revenue. Unlinited
i nternet access and electronic nmail access is sold to custoners for a
specified period of tine over which the related revenue is recognized.
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Revenues from banner adverti sements and sponsorship contracts are
recogni zed ratably over the period in which the advertisenents are

di sp aKed. Revenues from el ectroni c conmerce transactions are recogni zed
when the transaction is conpleted.

e) Cash and Cash Equival ents

Satyam considers all highly liquid investnments with an original maturity of
three nmonths or |less to be cash equivalents. Cash equivalents are stated at
cost, which approximates their fair value due to the short maturity of the
i nvest ment s.

Cash and clainms to cash that are restricted as to withdrawal or use in the

ordi nary course of business are classified as other receivabl es under

current assets, unless theK are to be utilized for other than current

operations in which case they are classified as other assets, non-current.

As of March 31, 2000 and 2001, restricted cash in the formof deposits
Blaced w th banks to obtain bank guarantees amunted to US$921 thousand and
S$140 t housand, respectively.

f) I nventory

Inventory is stated at | ower of cost or market. Cost is determ ned using
the first-in-first-out (FIFO nethod except CD ROVs used for |nternet
services activities for which the weighted average nmethod is used to
determni ne cost.

0) Prem ses, Equi pnent and Depreciation

Premni ses and eggipnent are stated at actual cost |ess accunul ated

depreci ati on. preciation is conputed using the straight-Iine nethod over
the estimated useful |ives. Assets under capital |eases and | easehold
|Pprgverents are anortized over the lower of their useful lives or the term
of the |ease.

Costs of application software for internal use are generally charged to
incone as Incurred due to its estinated useful lives being relatively
short, usually | ess than one year. The third party software expense
anmobunted to US$22 t housand, US$1, 038 thousand and US$885 thousand for the
year ended March 31, 1999, 2000 and 2001 respectively.

The cost and the accunul ated depreciation for prenises and eguipnent sol d,
retired or otherw se disposed off are renpved fromthe stated val ues and

t he resultlng gains and | osses are included in the statenment of operations.
Advances paid towards the acquisition of Pren1ses and equi pnent out st andi ng
at each bal ance sheet date and the cost of prenises and equi pment not put
to use before such date are disclosed as Assets under Construction

h) Sof tware Devel opnment Costs

Satyam capitalizes internally generated software devel opnent costs under
the provisions of Statement of Financial Accounting (SFAS) 86, "Accounting
for Costs of Conmputer Software to be Sold, Leased or O herw se Marketed."
Capitalization of conputer software devel opment cost begins upon the

est abl i shnent of technol ogical feasibility, which Satyam has defined as the
conﬁletlon of a prototype. Costs incurred prior to establishnent of

technol ogical feasibility and other research and devel opment expenses are
charﬂed to income as incurred. Costs incurred by Satyam between conpl etion
of the protot%pe and the.Pp|nt at which the product is ready for genera
rel ease have been insignificant. Research and devel opment expenses charged
to income anpunted to US$1, 632 thousand, US$5, 787 thousand and US$3, 124

t housand for the year ended March 31, 1999, 2000 and 2001 respectively.

i) Goodwi | | and Ot her Intangi ble Assets

Goodwi I | represents the difference between either a) the purchase price and
the fair value of assets and liabilities acquired and/or b) the purchase
price and additional interest in subsidiaries acquired frommnority
sharehol ders. Goodwill is anortized on a straight-line basis principally
over a period of 5 years. Qher intangible assets include |licensing fees,
whi ch are being anortized over the |license period of 5 years.

i) | mpai rment of Long-lived Assets

Sat yam has adopted the provisions of SFAS 121 "Accounting for the

| npai rmrent of Long-Lived Assets and Long;Lived Assets to be Disposed O"
Satyamreviews long-lived assets, including goodwill and identifiable

i ntangi bl es, for inpairnment whenever events or changes in business

ci rcunstances indicate the carrying anount of assets may not be fully
recoverable. Each inmpairnent test 1s based on a conparison of the

undi scounted cash fl ows expected to be generated fromthe use of the asset
toits recorded value. If an inpairment is indicated, the asset is witten
down to its fair value. Assets to be disposed are reported at the | ower of
the carrying value or the fair value |ess cost to sell
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k)

ved assets, including goodw || and

Sat yam does not have any |ong-1li .
t it considers to have been inpaired.

identifiable intangibles tha
I nvest ment s

Satyam has evaluated its investnent policies consistent with the provisions
of SFAS 115, "Accounting for Certain Investnments in Debt and Equity
Securities", and determned that all of its marketabl e investment
securities are to be classified as available-for-sale. Accordingly, such
securities are carried at fair value with unrealized gains and [osses, net
of taxes, reported as other conprehensive incone, a separate conponent of
sharehol ders’ equity. Realized gains and | osses and declines in val ue
judged to be other-than—tenporar¥.are i ncluded in other incone. The cost of
securities sold is based on the tfirst-in-first-out (FIFO nmethod. Interest
and di vidends on securities classified as avail abl e-for-sale are included
in other income. Gther investnents that are not nmarketable are carried at
cost, subject to tests of permanent inpairnment.

Costs of Revenue and Selling, General and Admi nistrative Expenses

Costs of revenues primarily include the conpensation cost of technica
staff, depreciation on dedicated assets and system software, travel costs,
dat a conmuni cati on expenses, and other expenses incurred that are rel ated
to the generation of revenue.

Selling, general and administrative expenses generally i ncl ude the
conpensation costs of sales, managenent and admi nistrative personnel

travel costs, research and devel opment costs, advertising, business
pronotion, depreciation on assets, application software costs, rent,
repairs, electricity, and other general expenses not attributable to costs
of revenues.

Advertising Costs

Sat yam expenses al | advertisingsgosts as incurred. Advertising expenses
charged to incone anounted to 360 thousand, US$3,575 thousand and
US$11, 301 thousand for the year ended March 31, 1999, 2000 and 2001
respectively.

Enpl oyee Benefits
i) Provident Fund

In accordance with Indian law, all enployees in India are entitled to
receive benefits under the Provident Fund, which is a defined contribution
pl an. Both the enpl oyee and the enpl oyer make nmonthly contributions to the
plan at a predetermhed rate (presently 12.0% of the enpl oyees’ basic

sal ary. Satyam has no further obligations under the plan beyond its nonthly
contributions. These contributions are made to the fund adm ni stered and
managed by the Covernnent of India. Satyamis nmonthly contributions are
charged to incone in the year it is incurred.

ii) Gratuity Plan

In addition to the above benefit, Satyam provides for a gratuity
obligation, a defined benefit retirement plan (the "Gatuity Plan"?
covering all its enployees in India. The Gatuity Plan provides a [unp sum
Baynent to vested enployees at retirenent or termnation of enployment
ased on_the respective enployee’'s salary and years of enploynent with
Satyanl This plan has been accounted for under the provisions of FAS 87,
Enpl oyers’ Accounting for Pensions.

Satyam provi des for the Gratuity Plan on the basis of actuarial valuations.
The entire Gratuity Plan of Satyam Conputer Services is unfunded. | nfoway
makes annual contributions to a fund adnministered and nanaged by the Life

I nsurance Corporation of India ("LIC'). Under this scheme, LIC assumes the
OEI|?atapn to settle the gratuity payment to the enployees to the extent of
t he tundi ng

iii) Superannuation Plan

In addition to the above benefits, the senior enployees of Satyam Conputer
Services in India are entitled to a superannuation, a defined contribution
pl an (the "Superannation Plan"). Satyam Conputer Services nakes yearlg
contributions under the superannuation plan adm ni stered and managed by
LIC, based on a specified percentage (presently 10.0% of each covered
enpl oyee’ s basic sal ary. Satyam has no further obligations under the plan
beyond its contributions.

iv) QGther Benefit Plans

Satyam mai ntai ns a 401(k) retirenment plan (the "401(k) Plan") covering al
its enployees in the United States. Each participant In the 401(k) Plan nay
elect to contribute up to 15.0% of his or her annual conpensation to the
401(k) Pl an. Satyam nmat ches 50. 0% of enpl oyee contributions, subject to
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a maxi mum of 3.0% of gross salary for all enployees particigating in the
401(k) plan. Satyamis matching contribution anpbunted to US$71 thousand,
US$176 t housand and US$376 thousand for the year ended March 31, 1999, 2000
and 2001 respectively.

0) I ncome Taxes

I n accordance with the provisions of SFAS 109, "Accounting for Income
Taxes", income taxes are accounted for under the asset an I|ab|l|t¥

nmet hod. Deferred tax assets and liabilities are recognized for the tuture
tax consequences attributable to differences between the financial
statenents carrying anounts of existing assets and liabilities and their
respective tax bases and operating |oss carryforwards. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those tenporary differences are
expected to be recovered or settled. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in the statenment of
operations in the period of change. Based on managenent’s judgnent, the
nmeasur enent of deferred tax assets is reduced, if necessary, by a valuation
al l owance for any tax benefits for which it is nore |likely than not that
sone portion or all of such benefits will not be realized.

p) Ear ni ngs Per Share

In accordance with the provisions of SFAS 128, "Earnings Per Share", basic
earni ngs per share are computed on the basis of the welghted average nunber
of shares outstanding during the Eer|od. Di | uted earnings per share are
computed on the basis of the melg.ted average numnber of comon and dilutive
conmon equi val ent shares outstandi ng during the period, using the "treasury
stopkalrethod for options and warrants, except ere the results will be
anti-dilutive.

q) St ock- Based Conpensati on

Satéan1u$es the intrinsic val ue-based nmethod of Accounting Principles Board
(APB) Opinion No. 25, "Accounting for Stock |Issued to Enployees”, to
account for its enployee stock-based conpensation plan. Satyam has

t herefore adopted the Bro forma di scl osure provisions of SFAS No. 123,
"Accounting for Stock-Based Conpensation". Pursuant to SFAS No. 123, al
equity instruments issued to non-enpl oyees are accounted for based on the
fair value of the consideration received or the fair value of the equity

i nstruments issued, whichever is nmore reliably neasurable.

r) Recently | ssued Accounting Pronouncenents

In June 1998, the Financials Accounting Standards Board (FASB) issued SFAS
133, "Accounting for Derivative Financral Instrunents and for Hedgi ng
Activities". SFAS 133 provides a conprehensive and consistent standard for
the recognition and neasurenent of derivatives and hedging activities. SFAS
133 was anended by SFAS 137 and SFAS 138. SFAS 133, as anended is effective
for Satyam s fiscal year 2002. The adoption of this standard does not have
any material inpact on Satyanis results of operations or financial

position.

I n Septermber 2000, the FASB issued SFAS 140 "Accounting for Transfers and
Servicing of Financial Assets and Extingui shnments of Liabilities." SFAS 140
repl aces SFAS 125, revising the standards governi ng accounting for
securitizations and other transfers of financial assets and collateral
Adoption of SFAS 140 is required for transfers and servicing of financial
assets and extingui shments of liabilities occurring after March 31, 2001
The adoption of this standard does not have any material inpact on Satyam s
results of operations or financial position
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In July 2001, the FASB issued SFAS 141, "Business Combinations”. SFAS 141
addr esses financi al accpuntlngband reporting for business conbinations and
supersedes APB 16, "Business Conbinations", and SFAS 38, "Accounting for Pre-
acqui sition Contingencies of Purchased Enterprises". This statenent requires
al | business conbinations in its scope to be accounted for using the purchase
nmet hod. This statenent is appllcab!e to all business conbinations initiated
after June 30, 2001 and to all business conbinations accounted for using the
purchase nethod for which the date of acquisition is July 1, 2001, or |ater
Satygn1as in the process of assessing the inpact of the adoption of this

st andar d.

In July 2001, the FASB al so issued SFAS 142, "Goodwi || and Qther Intangible

Assets”. SFAS 142 addresses financi al account|ng and reporting for acquired

%OQdMA|| and ot her intangi ble assets and supersedes APB 17, "Intangi ble Assets".
his statenent discontinues anortisation of goodwi || and requires periodic

assessnent for goodw || inpairnent and a charge to incone statenent, if
required. This statenent is required to be applied starting with fiscal years
begi nning after Decenber 15 2001. Early application is permtted with fiscal
years begi nning after March 15, 2001, provided that the first interimfinancial
statenments have not previously been issued. Satyamis in the process of

assessing the inpact of the adoption of this standard.
s) Reclassification

Prior years figures have been regrouped, recast, rearranged to conformto
the current year’s presentation

3. Business Conbi nation
a) Acquisition of India Wrld Comunication by | nfoway

On Novenber 29, 1999, Infoway entered into an agreement with the sharehol ders of
I ndi awr| d Conmuni cations Private Limited ("IndiraWrld") to acquire 49, 000
shares (equivalent to 24.5% of the voting pontrol? of Indiawrld for US$28, 289

t housand. I ndiaWrld is engaged in the business of providing web-based solutions
and advertising services. Infoway also entered into an agreenent with the

shar ehol ders of Indiawrld on the sane date for the option to purchase the
remai ni ng shares in Indiawrld ("the option agreenent” The ternms of the option
agreenent provided that InfomaY had the option to acquire all of the renaining
out st andi ng shares of Indiawrld on the payment of an initial non-refundable
earnest noney deposit of US$11, 801 thousand and a second and final cash annent
of US$74, 554 t housand which was to be nmade on or before June 30, 2000. The non-
ref undabl e earnest noney deposit of US$11, 801 t housand was paid on Novenber 29,
1999 and the final payment was settled on June 30, 2000 by a separate agreenent
in a part cash and part stock deal to make IndiaWrld its 100.0% subsidrary.

I nf oway gald US$48, 666 t housand in cash and the bal ance in 268,500 equity
shares. The equity shares issued to the sharehol ders of Indiawrld are not
listed in India and under present |law are not convertible into ADSs

The transaction to Eurchase IndiaWrld is accounted for as a two-step

acqui sition under the purchase nethod of accpunt|ng. The financial statements of
Sat yam have consol i dated the accounts of IndiaWwrld as of December 1, 1999 b
virtue of Infoway having obtained, through agreement with the sharehol ders o

I ndi aWorl d, control over IndiaWwrld that will be other than tenmporary as of that
dat e. Dur|nﬂ t he year ended March 31, 2000, Satyan1recogg|zed goodwi I | of

US$39, 860 t housand, on the acquisition of the 24.5% on Novenber 29, 1999 equa
to the excess of the consideration paid of US$40, 090 thousand (US$28, 289

t housand plus the earnest noney deposit of US$11, 801 thousand) over the fair

val ue of that portion of the net assets acquired of US$230 thousand. During the
year ended March 31, 2001, Satyam has recogni zed additional goodw || equal to

t he excess of consideration paid (cash of US$48, 666 thousand PIUS us$24, 609

t housand, being the fair value of 268,500 equity shares of Infoway) over the
fair value of the net assets acquired.

b) Acquisition of I|ndiaPlaza.com by |nfoway

On July 13, 2000, Infoway entered into an agreenent (the "Merger Agreenent") to
acquire all the outstanding equity of IndiaPlaza.comlInc., an internet conpany
which through its website oEerates an online internet shopP|n ~mall. The

consi deration anopunted to 455,192 ADS s 8113,798 shares) o ich 340,192 ADS' s
(85,048 shares) have been paid and 115,000 ADS's (28,750 shares) have been

pl aced in escrow until January 1, 2002 to be adjusted for any breach of
representations or covenants set forth in the nerger agreenent. Managenent
considers the rel ease of the shares held in the escrow to be probable and has
accordingly included themin the conputation of the purchase price and net |oss
per share. The acquisition, which was consummated on Decenber 15, 2000 upon

co Igt|on of regulatory formalities, has been accounted for by the purchase
met hod.

Sat yam recogni zed goodwi | | of US$ 9,510 thousand, equal to the excess of the
consi deration paid of US$ 7,921 thousand, being the fair value of 113, 797 GEUIty
sRares 8f I nfoway over the fair value of the net assets acquired of US$ (1,589)
t housand.
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The follow ng unaudited consolidated results of operations are presented as if

the acquisitiron of Indiawrld and IndiaPl aza were made at the beginnin? of the

peri ods presented. The pro forma consolidated results of operations reflect the
anortization of goodwill attributable to the acquisition

Years ended March 31

2000 2001

Revenues $165, 746 $309, 344

Net | oss . (20,978; (30,648;

Loss per equity share (0.08 (0.11
Wi ght ed average equity

shares used in conputing 264, 720 269, 921

| oss per equity share
(i n thousands)

Not e: The unaudited pro forna disclosure is not necessarily indicative of the
actual results that would have occurred had the acquisition been nmade as of the
begi nning of the periods presented or the future results of conbined operations.

c) Acquisition of Criclnfo by Infoway

In June 2000, Infoway entered into an agreement to acquire 25.0% of Criclnfo
Limted, a private conpanK i ncorporated in England and Wal es, which owns a
gopular cricket site on the Internet, for a consideration of US$37.5 nmillion

he considerati on was payable at the option of Infoway in cash or its ADSs.
July 29, 2000, Infoway issued 2,204,720 ADSs (representing 551,180 equity shares
of nfomayL to acquire 25.0% stake in Criclnfo. The number of ADSs issued was
based on the price at NASDAQ on the day prior to the acquisition of Criclnfo
shares. The investment is accounted for under the equity method, where the
di fference between the cost of investment and underlying equity in net assets of
the investnment has been accounted for as if the investee were a consolidated
subsidiary and is being anortized over a period of 5 years based on managenent
estimate.

4. Acquisition of Mnority Interest

Prior to April 1999, Satyam Conputer Services owned 81. 0% of Satyam Enterprise
Solutions Limted (SESL) and M. C Srinivasa Raju, Executive Director of Satyam
Conput er Services owned the remaining 19.0% of SESL. In April 1999, Satyam
Conput er Services agreed to acquire the rena|n|nﬂ 19. 0% of SESL fromthe
Executive Director at an exchange ratio of ten shares of Satyam Conputer .
Services (adjusted for stock splits) for one share of SESL. The exchange ratio
was determ ned based on an independent val uation. The exchange of these shares
tgok.plgce in Septenber 1999, after the necessary governnental approvals were

obt al ned.

As a result of the acquisition, 8,000,000 shares (adjusted for the stock splits
described in Note 21) were issued and total capital (share capital and

addi ti onal Fald-ln capital) was increased by approxi mately US$25, 061 thousand.
The fair value of the consideration given was determnined using the average

mar ket price of Satyam Conputer Services' stock over a period inmediately before
and after the terns of the acquisition were agreed to and announced. The excess
of the increase in total capital over the underlying net equity of SESL has been
recogni zed as goodwi | | . The goodwi || anpunted to US$23, 566 t housand which is
bei ng anortized over a period of 5 years.

5. Sale of shares by Infoway

In the years ended March 31, 2000 and 2001, Infoway issued new shares to third
parties and Satyam Conputer Services, including two Eubl|c of ferings. After

t hese transactions, Satgan1Cbnputer Services’ ownership reduced from 78. 6% as of
March 31, 1999 to 56.32% and 52.55% as of March 31, 2000 and 2001 respectively.

In the year ended March 31, 2000, Infoway issued 6,499,425 shares to third
parties at ampunts per share in excess of Satyamni s average per share carrying
value. Wth respect to these transactions, the resulting galn of US$101, 839

t housand, net of taxes, arising fromthe change in interest has been recorded in
addi ti onal paid-in capital

In the year ended March 31, 2001 |Infoway issued 268,500 shares to sharehol ders
of Indiawrld, 551,180 shares to shareholders of Cricinfo and 113,797 shares to
sharehol ders of |ndiaPlaza (all of which are described in Note 3) at ampunts per
share in excess of Satyam s average per share carrying value. Wth respect to
these transactions, the resulting gain of US$ 24,237 thousand, net of taxes,
ar|s|nP fromthe change in interest has been recorded in additional paid in

capi tal.

6. TRWInc.

In June 2000, SatYan1Cbnputer Servi ces signed a non-bindi ng franework agreenent
to forma non-exclusive joint venture with TRWInc. to be managed by Satyam
Conputer Services and to issue warrants for a consideration of US$5 nmillion to
TRWInc. that are convertible into equity shares of Satyam Conputer Services in
the eighteenth nonth after issuance. The warrants were non-forfeitable as of the
date of grant.

On August 22, 2000, Satyam Computer Services issued 63,896 warrants (each
warrant exercisable to purchase five equity shares) to ESL Inc., an affi
TRWInc. in exchange of Rs.71.6 (US$1.6) per share totaling to
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US$0.5 million in cash representing 10.0% of the total consideration to acquire
t he underlying equity shares in accordance with applicable Indian regulations.
These warrants are convertible into 319,480 equity shares of Satyam Conputer
Services for Rs.644.4 (US$14.1) per share totaling US$4.5 nmillion during the
Eer|od from January 22, 2002 to February 21, 2002. The upfront payment made by
SL Inc. for these warrants, plus the aggrePate exercise price for the 319,480
equity shares underlying these warrants, will equal US$5.0 mllion. The excess
of the fair value of the warrants, as determi ned at the date of grant, over the
consi deration of warrants paid by ESL Inc., anpunts to US$1, 157 thousand. It is
being anortized ratably over the period, as described below with respect to the
+p|nt venture agreenment between Satyam Conputer Services and TRWInc. (that is
five years and three nonths period), startlng fromthe date of si nlng of the
joint venture agreenent (that is Septenber 26, 2000) to Decenber 31, 2005. The
anortization is classified as a reduction of the revenues recogni zed under the
agreenents. However, if the anortization exceeds the anpunt of revenue
recogni zed in any period, the excess anortization is recorded as an expense. The
fair value of the warrants has been determnined by reference to the prevailing
mar ket price of SatKan1s equity shares on the Indian exchanges using the Bl ack
Schol es nodel and the foll owi ng assunptions: volatility of 90.0%and a risk free
interest rate of 10.672%

For the year ended March 31, 2001, Satyam has anortized the excess of the fa
val ue of the warrants over the consideration of the warrants paid ratably in
nmet hod af or enenti oned

r
t he

In the event the price of Satyam Conputer Services equity shares on the Bonbag
St ock Exchange at the tine of the exercise of the warrants is |ess than Rs.895.0
(US$20.0) per equity share, Satyam Conputer Services are required to use its
best efforts to obtain the requisite sharehol der and regul atory approvals to

i ssue new warrants to the holder on substantially the same terns. The exercise
price of these new warrants will be based on the fair market value of Satyam
Comput er Servi ces’ EQUIIY shares at the time of exercise determined in
accordance with applicable Indian regulations. The upfront paynent nmade by the
hol der for the new warrants, plus the aggregate exercise price for the equity
shares underlying these warrants, will be calculated in accordance with Indian
regul ati ons based on the fair market value of Satyam Conmputer Services' equity
shares and will not exceed US$10.0 nillion

On Septenber 26, 2000, the joint venture agreenment was signed with equity
articipation in the ratio of 76:24 between Satyam Conputer Services and TRW
nc. respectively. After Decenber 31, 2003, TRWhas the option to require Satyam

Computer Services to purchase its 24.0% interest ("put option"). The buyout

price of TRWs interest in the joint venture depends on the aggregate anount of

revenue, which TRWw Il provide to the joint venture fromJune 1, 2000 to

Decenber 31, 2005. TRWhas targeted to outsource to the joint venture at |east

$200 mllion of revenues frominformation systens and engi neering work over the

five years and seven nonths period. |If the ambunt of revenues outsourced by TRW
to the joint venture by Decenber 31, 2003 does not meet specified m ni mum

| evel s, Satyam Conmputer Services have the right to buy out TRWs 24.0% i nterest

in the joint venture for no consideration or |owest nom nal consideration

Satyam views that the fair value of the put is the anpunt that Satyam would have

to pay over and above the fair value of the 24.0%interest in the joint venture

owned by TRW Satyam Conputer Services records the put option at fair value at
each bal ance sheet date, with the initial fair value of the put option included
as part of the consideration for its 76.0% interest in the joint venture. The

di fference between the fair values at each valuation date is charged to selling,

general and admi nistration exPenses in statenent of operations. Based on the

terms of the agreenment the value of put option was US$ Nil and US$ 2,572

t housand as of Septenber 26, 2000 and March 31, 2001 respectively.

If TRWexercises its option to sell the shares to Satyam Conputer Services after
Decenber 31, 2003, the purchase price of TRWs 24.0% stake w |l be determ ned by
t he hi gher of an I ndependent valuation of the 24.0% interest and a fornula based
on the amount of revenues provided to the joint venture by TRW In the event
that certain mninmum cunul ati ve revenues are achieved the price will be equal to
t he higher of the ampunt conputed above or an ampbunt not to exceed | 0.0
mllion, SatKan1Cbnputer Services may, at its own discretion, use either cash or
its equity shares valued at the then prevailing market price as consideration
for TRWs stake. The total ampunt payable to TRWif it divests its stake cannot
exceed two percent of Satyam Conputer Services total market capitalization on
Decenber 31, 2003. |If TRWdivests its stake, the terns of the joint venture's
supply agreenent with TRWw Il continue until Decermber 31, 2007 if TRWis
satistfied with the joint venture' s performance of the supPIy agreenent and TRW
is required to use 1ts best attenpts to provide the sanme |evels of business to
the joint venture fromJanuary 1, 2006 through Decenmber 31, 2007 as it had
provided to the joint venture during the preceding two years.

I f Satyam Computer Services undergo a change in control or bankruptcy, TRW may
termnate the joint venture agreement on or before Decenmber 31, 2003 and require
Sat yam Conput er Services to purchase its shares in the
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joint venture and all of Satyan1CbnEuter.Services securities issued to TRWor
Its affiliates in connection with the joint venture agreenent at a price equa
to US$1 million plus the total consideration TRWhas Invested in the shares of
the joint venture (but excluding the initial amount paid for its 24.0%interest)
and Satyam Conputer Services securities, net of any anmpunt received by TRWfor

any sal e of such shares or securities.

In addition, TRWInc. will receive an ampunt in cash or Satyam Computer
Services' equity shares, at its discretion, equal to 33.0% of the excess of
actual revenues received by the joint venture from TRWInc. over targeted
revenues, subject to the ceiling of US$25 million if such targeted revenues are
exceeded by 5.0% or nmore by Decenmber 31, 2005. However, such additional anount
together wth the buyout of TRWInc.' s 24.0%interest cannot exceed 2.0% of
Satyam Comput er Services' total market capitalization as of Decenmber 31, 2003.
No accrual has been made for such contingent paynent as it is not yet probable
that the actual revenues will exceed the targeted revenues.

TRWInc. will also receive royalties fromrevenues related to services Erovided
by the venture to third parties referred to the venture by TRWInc. Suc
royalties will be conputed at a rate of 5.0% of the first US$25 million of
revenues and 8.0% thereafter. However as of bal ance sheet date no such revenues
have been recogni zed by the venture.

7. Sale of shares in Infoway to the Covernment of Singapore |nvestnent
Corporation Pte Ltd. ("GSIC")

In_May 2000, Satyam Computer Services entered into an agreement for sale of
347,200 equity shares of Infoway at a Erlce of US$144 per share, representing
1.6% of I nfoway’'s outstanding GQUIIY shares to the Government of Singapore
I nvest ment Corporation Pte Ltd. (GSIC) for a consideration of US$50 million
(before transaction costs?. The transaction was consummated and proceeds were
received in June 2000. GSIC has a put option to sell the shares back to Satyam
Conputer Services if Infoway does not conplete an initial public offering on a
recogni zed stock exchange in India by Septenber 2001. Under the terms of this
ut option, Satyam Conputer Services is required, in the event Infoway fails to
ulfill its obligations, to repurchase these egylty shares at a price equal to
t he I ndi an RuEee equi valent to the average NASDAQ closing price during the three
days before the exercise of the put option, discounted by 41. 0%

In the year ended March 31, 2001, in respect of this transaction Satyam Computer
Services has not recognized US$ 35, 156 thousand in the statenent of operations
because of the put option held by GSIC. US$ 35,156 thousand represents an
anobunt equal to the excess of sales proceeds received fromGSIC over the
carrying value of investnments in Infoway in the books of Satyam Computer

Servi ces, net of aE§I|cable i ncone taxes. It has been classified as liability
and presented as "Excess of cash received over the carrying val ue of investnent
in Infoway, net of taxes" in the bal ance sheet.

Sat yam Conputer Services will recognize this gain in the statenent of
operations, only upon Infoway’'s conpletion of an initial public offering on a
recogni zed stock exchange in India by Septenber 2001 or upon the expiration or
forfeiture of the put option. Satyam Conputer Services accounts for the put
option at fair val ue. wever, since the exercise price of the put option is
equal to the estimated fair value of the shares to be reacquired at the date of
exerci se, the Conpany believes that the fair value of the put option is de

m ni mus.

8. Prenises, Equiprment and Depreciation
Prem ses and equi pnent at cost |ess accumul ated depreciation consist of:
As of March 31

2000 2001

Freehol d | and $ 2,239 $ 7,323
Leasehol d | and 80 74
Prem ses 12, 629 18, 989
Comput er s 42, 360 50, 465
gysten1softmare 2, 869 11, 255
fice equi pment 35, 936 59, 652
Furniture and fixtures 21,052 25,133
Vehi cl es 1,420 2,677
Leasehol d i nprovenents 570 2,056
Assets under construction 8,201 24,449
Tot al o 127, 356 202,073
Less: Accunul ated depreciation (42, 768) (68, 842)
Preni ses and equi pnent, net $ 84,588 $133, 231
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Sat yam has established the estimated useful |ives of assets for depreciation
pur poses as foll ows:
Prem ses 28 years
Conput ers 2 years
gysten180ftmare 3 years
fice equi prment 5 years
Furniture and fixtures 5 years
Vehi cl es 5 years

Depreci ati on expense anmounted to US$11, 341 t housand, US$20, 170 thousand and
Us$29, 637 }housand for the years ended March 31, 1999, 2000 and 2001
respectively.

Satyam capitalizes interest as part of the cost of prem ses and equi pnent based
on the avoi dabl e cost concept. |nterest expenses capitalized amounted to US$8

t housand, US$71 thousand and US$202 thousand for the year ended March 31, 1999,
2000 and 2001 respectively.

9. CGoodwi I | and Ot her Intangible Assets

Goodwi I | and ot her intangible assets consist of:

As of March 31

2000 2001

Goodwi | | . .

Acquisition of minority interest $23, 566 $ 21, 957
Acqui sition of IndiaWrld 39, 860 106, 833
Acqui sition of |ndiaPl aza - 9,490
Gt hers - 59
Li cense fees 273 852
Tot al . . 63, 699 139, 191
Less: Accunul ated anortization (5,137) (29, 196)
Goodwi | | and ot her intangible assets,

net $58, 562 $109, 995
Goodwi | | represents the excess of anpunt paid towards purchase price and non-

refundabl e deposit over the fair value of assets acquired, and i1s primarily
related to the IndiaWwrld and |IndiaPl aza acquisition by Infoway and the
acquisition of the minority interest in SESL by Satyam Conputer Services. (Refer
Note 3, Busi ness Conbi nations). Anortization expense ampunted to US$186

t housand, US$5, 098 thousand and US$ 24,856 thousand for the year ended March 31
1999, 2000 and 2001 respectively.

10. I nvest nent s

I nvestments of Satyam consist of avail able-for-sale securities, other non-
mar ket abl e securities and investnments in associ ated conpani es.

Avai |l abl e-for-sale securities
As of March 31

2000 2001
Anortized cost . . $ 184 $ 274
G oss unrealized hol di ng gains 353 5
Gross unrealized hol ding [osses (19) (69)
Fair Val ue $ 518 $ 210

A%gregate proceeds fromthe sale of available-for-sale securities amunted to
US$ 13 and US$3 thousand for the year ended March 31, 2000 and 2001 .
respectively. On those sales, gross realized gain conputed on a FI FO basis
amounted to US$ 2 and US$1 thousand for the year ended March 31, 2000 and 2001
respectlvel¥. These gains and | osses have been included in other income in the
statenent of operations.

O her non-nar ket abl e i nvest ments
As of March 31

I nvestments - non-current assets

I nvest ment in associ ated conpani es

Sat yam Conput er Services hol ds 50. 0% stakes in two joint venture conpanies,
Sat yam GE Sof tware Services Linmted and Satyam Venture Engi neering Services
Private Limted. During the year ended March 31, 2001, Infoway invested/ acquired
29. 0% interest in Placenents.com 40.0%interest in Refco-SIFY Securities India
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Pte Ltd., and 25.0% interest in Cricinfo Ltd. Investnents in these conpanies
have been accounted for under the equity nethod.

Thefc?{rying val ue of investnent in various associ ated conpani es of Satyam are
as follows:

As of March 31
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Sat yam Vent ure 103 140
Cricinfo - 29, 759
Pl acenment s. com - 196
Ref co.sify - 2,195
Tot al $ 439 $33, 989

11. Borrow ngs
Short-term debts
Short-term debts conprised of:
As of March 31

2000 2001
Cash credit facilities $ 9,012 $5, 224
Short-term debt 10, 309 2,134
Short-term debts $19, 321 $7, 358

The interest rates for the above borromﬁnPs range from 10. 0% to 15.50% p. a. Cash
Credit facilities are guaranteed personal [y by Satyam s chairman and managi ng
director and are secured by a first charge on current assets and a second charge
on the prem ses and equi pnent of Satyam Short-term debt is secured by a first
charge on the prenises and equi pnent of Satganl The wei ght ed- average i nterest
rate on these borrowi ngs was 12.4% and 12.35% for the year ended March 31, 2000
and 2001 respectively.

Long-term debts

Long-term debts outstandi ng consi st of:

<TABLE>
<CAPTI ON>
As of March 31
2000 2001
<S> <C <C
Secured debts, representing oinPation principal |y to banks and financial institutions
- Foreign currency termloans (dollar denoninated), maturing serially through fiscal 2004 with $ 4,668 $ 3,730

floating rate - LIBORt (175 to,350bpsL _ _
Rupee termloans, maturing serially through fiscal 2005 with floating rate - MR* + (150 to 200 18, 844 14,728

bps)

Rupee termloans, maturing serially through fiscal 2004 with fixed rate - 12.5%to 18.5% 8, 300 9, 605
15.5%)RuBee termloan of a cpnsol|dated_sub5|d|ary,_naturlnP serially through fiscal 2003 2,307 -
13.0% Dedentures of a consolidated subsidiary, due in fiscal 2002 2,463

- Wrking Capital loans, maturing serially through fiscal 2002 with fixed rate - 12.5%to 13.0% 14, 892

Unsecured debts . _ .

14.03% Rupee | oan of Satyam Associate Trust, maturing serially through fiscal 2004 13,145 13,196
Qthers 888 1,583
Total Debt _ 65, 507 42,842
Less: Current portion of |ong-term debts (15,457)  (33,217)
Long-termdebts, net of current portion $ 50,050 $§ 9,625

*M.R = Mnimumlending rate prevailing in India (as of March 31, 2000 - 12.75%and as of March 31, 2001 - 12.50%
bps = Basi s Points
</ TABLE>

Term | oans are secured by a pari-passu charge on premi ses and equi prent and
other loans classified as secured debts are secured by a pari-passu charge on
current assets. These are also generally guaranteed personally by Satyanis
chai rman and nmanagi ng director

A%gre ate maturities of long-termdebts for the four years subsequent to March
31, 2001, are US$33,217 thousand in fiscal 2002, US$4,953 thousand in fisca
2003, US$4, 617 thousand in fiscal 2004, US$32 thousand in fiscal 2005, US$3
thousand in fiscal 2006 and thereafter

As of March 31, 2000, Satyam had unused lines of credit anounting to US$8, 353

t housand, of which US$4, 276 thousand related to cash credit and short-term
debts, US$595 thousand related to |ong-termdebts and US$3, 482 thousand rel ated
to non-fund facilities.

As of March 31, 2001, Satyam had unused |ines of credit ampunting to US$20, 188
t housand, of which US$12, 920 thousand related to cash credit and short-term
debts, US$1, 067 thousand related to |ong-termdebts and US$6, 201 t housand
related to non-fund facilities. Subsequent to the bal ance sheet date, Satyam has
prepaid foreign currency termloans and Rupee term | oans annunt|nP to US$28, 063
Ehgusand. The debts have been included in the current portion of [ong-term

ebts.
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12. Fair Value of Financial Instrunents

The carrying amounts reported in the bal ance sheets for cash and cash
equi val ents, trade and other receivables, anpbunts due to or fromrelated
parties, accounts payable and other liabilities apPrOX|nate fair value due to
their short maturity. The approximate fair value of |long-termdebts, as

determ ned by using current interest rates, as of March 31, 2000 and 2001 was
US$66, 047 t housand and US$42, 779 t housand as conpared to the carrying anmounts of
US$65, 507 thousand and US$42, 842 t housand respectively.
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13. Enpl oyee Benefits

The Gratuity Plan

The followi ng table sets forth the funded status of the Gatuity Plan of Satyam
and the anpunts recogni zed in Satyam s bal ance sheet.

<TABLE>
<CAPTI ON>
Years ended March 31

1999 2000 2001
<S> <C <C <C
Change in Brojepted benefit obligation
Projected benefit obligation at beginning of the year $ 208 $ 349 $ 572
Service cost 144 197 323
I nterest cost ] 30 61 60
Actuarial |oss (gain) (17 (22 279
Benefits paid 1 3 253
Ef fect of exchange rate changes 5 0 0
Projected benefit obligation at end of the year 49 72 1,179
Change in plan assets o
Fair value of plan assets at beginning of the year 7 16 25
Actual return on plan assets 1 2 3
Enpl oyer contribution 13 18 18
Benefits paid fromplan assets (5) (11) (7)
Fair value of plan assets at end of the year 16 25 39
Funded status of the plans . (333) (547) (1, 140)
Unrecogni zed transition obligation (asset) 63 50 35
Unrecogni zed prior service cost Ebeneflt) - - -
Unrecogni zed net actuarial |oss (gain) (13) (27) 251
Prepaid (accrued) benefit cost $(283) $(524) $ (854)
The conponents of net gratuity costs are reflected bel ow
Service cost $ 153 $ 220 $ 323
I nterest cost 21 38 60
Expected returns on plan assets Sl) 52) 3)
Anortization 3 3 2
Net gratuity costs $ 186 $ 269 $ 392
Principal actuarial assunptions:
Di scount rate . . 11. 0% 11. 0% 11. 0%
Long-termrate of conpensation increase 10. 0% 10. 0% 10. 0%
L?nAéEEn1rate of return on plan assets 11. 0% 11. 0% 11. 0%
< >

Pr ovi dent Fund

Sat yam contri buted US$882 t housand, US$1, 176 thousand and US$1, 399 t housand
tomards.thF Provi dent Fund during the years ended March 31, 1999, 2000 and 2001
respectively.

Super annuation Pl an

Sat yam Conput er Services contributed US$12 t housand, US$15 t housand and US$ 26
t housand towards the Superannuation Plan maintained by LIC during the years
ended March 31, 1999, 2000 and 2001 respectively.
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14. I ncone Taxes
The provision for incone taxes consists of:
Years ended March 31

1999 2000 2001
Forei gn taxes
Current $1, 065 $1, 118 $3, 437
Def err ed 110 146 530
Domesti c taxes
Current 35 239 546
Def err ed (105) 116 (376)
Aggr egat e taxes $1, 105 $1, 619 $4, 137

A reconciliation between the provision for incone taxes to the anmount conputed
by applying the statutory incone tax rate to i ncone before provision for iIncone
taxes is summari zed bel ow.

Years ended March 31

1999 2000 2001

Net incone (loss) before $10, 308 $ (8, 241) $(44, 080)
taXes. .. v

Enacted tax rates in India...... 35. 0% 38.5% 39. 55%
Conput ed tax expense/

(benefit)...................... $ 3,608 $ (3,173) $(17, 433)
Tax effect due to

non-taxabl e export incone...... (4, 883) (11, 079) (28, 041)
Difference arising from

different tax rate in other

tax jurisdiction............... 218 679 1,241
St ock conpensati on

(non-deductible)............... 1,161 6, 518 18, 235
Goodwi I I (non-deductible)....... 46 1,942 9, 759
Permanent Differences........... (2,024) (1, 284) 2,574
Changes in val uation

al I owance, including | osses

of subsidiaries................ 1, 540 7,275 15, 963
Effect of tax rate change....... - 13 7
O her non-deducti bl e expenses... 1, 430 636 1584
Income taxes.................... 1,096 1,527 3, 889
Tax for earlier years

/excess tax provided........... 9 92 248
I ncome taxes recognized in

statenent of operations........ $ 1,105 $ 1,619 $ 4,137

As of March 31, 2000 and 2001, the current provision for income taxes, net of
paynents, were US$653 thousand and US$ 6, 707 thousand respectively.. The
provision for foreign taxes is due to incone taxes payable overseas by its
offsite and onsite centers, principally in the United States. Satyam Conputer
Services benefits fromcertain S|ﬁn|f|pant tax incentives provided to software
entities under Indian tax | aws. These incentives presently include: (i) an
exenption from paynment of |ndian corporate incone taxes for a period of ten
consecutive years of operations of software devel opnent facilities designated as
" Sof t war e Technolog¥ Par ks"; and §||L a tax deduction for profits fromexporting
conputer software. The benefits of these tax incentives have historically
resulted in an effective tax rate for Satyam Conputer Services well bel ow
statutory rates. Further, nost of Satyam Conmputer Services’ operations are from
"Sof t ware Technol ogy Parks" which is entitled to a tax holiday of ten years from
the date of commencenent of operations. However, Satyam earns certain other

i ncomre, which are taxable irrespective of tax holiday. Foreign subsidiaries are
subj ect to incone taxes of the countries in which they operate.

Si gni fi cant ponFonents of activities that gave rise to deferred tax assets and
liabilities included on the bal ance sheet are as foll ows:

As of March 31

2000 2001
Deferred tax assets:
Operating | oss carryforwards $ 10, 366 $ 22,620
Provi sion for accounts receivable and
advances . 280 902
Prem ses and equi pnent 6 18
O hers 291 3,553
G oss deferred tax assets 10, 943 27,093
Less: Val uation all owance (10, 524) (24, 756)
Total deferred tax assets 419 2,337

Deferred tax liabilities:
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Prem ses and equi pnent 548 2,379
Deferred tax due on sale of interest of 34, 316
a subsi diary accounted through 29, 693
addi ti onal paid-in capital
Q hers 162 82
Total deferred tax liabilities 30, 403 36, 777

Deferred income taxes assets
(liabilities) $( 29, 984) $( 34, 440)

No deferred incone taxes have been provided on undistributed earnings of foreign
subsi diaries due to the losses incurred by them since their inception. These
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| osses aggregated to approxinmately US$12, 862 t housand, and US$ 30, 064 thousand
as of March 31, 2000 and 2001 respectively.

No deferred taxation provision has been recognized for the taxes arising on

i ncome of Satyam Conputer Services due to the tax benefit available to It in the
formof a deduction fromtaxable income for 10 years, except to the extent
timng differences reverse after the tax holiday period or unless they reverse
under foreign taxes.

Operating | oss carryforwards for tax purposes of Satyam Conmputer Services and
its consolidated subsidiaries ampunt to approxi mately US$10, 366 t housand and US$
22,620 thousand as of March 31, 2000 and 2001 respectively and are avail able as
an offset against future taxable inconme of such entities. These carryforwards
expire at various dates primarily over 8 to 20 gears. Real i zation is dependent
on such subsidiaries generating sufficient taxable income prior to expiration of
the loss carryforwards. A valuation allowance is established attributable to
deferred tax assets and |oss carryforwards in subsidiaries where, based on
avai |l abl e evidence, it is nmore likely than not that they will not be realized.

Net deferred tax assets (liabilities) included in the consolidated bal ance
sheets were as foll ows:

As of March 31

2000 2001

Current assets - deferred taxes on

i ncone $ 413 $ 966
Non-current assets - other assets* 6 1,371

Current liabilities - accrued (129) -
expenses and other liabilities*

Long-termliabilities - Deferred

t axes on incone (30, 274) (36,777)

Net deferred tax assets (liabilities) $( 29, 984) $( 34, 440)
* - Included in "other assets” and "accrued expenses and other |iabilities"

respectively.
15. Earnings Per Share

Basi c earnings per share is conputed on the basis of the weighted average nunber
of shares outstandlnﬁ (wei ght ed average nunber of shares issued | ess unall ocated
and unvested shares held by the Satyam Associ ate TrustL. At March 31, 2000 and
2001, 7,536,100 and 15,213, 249 respectively allocated but unvested shares were
not included in the cal cul ation of weighted-average shares outstanding for basic
earni ngs per share. Diluted earnings per share is conputed on the basis of the
wei ght ed average number of shares outstand|nﬂ plus the effect of outstand|ng
stock options u5|ng the "treasury stock” nethod. For the years ended March 31
2000 and 2001, 7,536,100 and 15, 213, 249 respectively allocated but unvested
shares have been excluded fromthe diluted earnings per share calculation due to
their antidilutive effect.

In addition to the above, the unallocated shares held by Satyam Associ ate Trust,
whi ch are by definition unvested, have been excluded from al earningg per share
cal cul ati ons. Such shares anpunted to 4, 232,300and 10, 188, 321 as of rch 31
2000 and 2001 respectively.

The conponents of basic and diluted earnings per share were as foll ows:
Years ended March 31

1999 2000 2001

Net incone $ 9,014 $ (6, 940) $(27,912)
Aver age outstandi ng shares

(in thousands)* 260, 190 264, 720 269, 943

Dilutive effect of:

Enpl oyee Stock Options 70 - -
Share and share 260, 260 264, 720 269, 943
equivalents (in

t housands) *

Earni ngs (1 oss) per share

Basi c $ 0.03 $ E0.0B; $ 20.103
Di | uted 0.03 0.03 0.10
* - on an adjusted basis

16. St ock- based Compensati on Pl ans

St ock- based conpensati on plan of Satyam Conputer Services
Hi story of the plan

In May 1998, Satyam Conputer Services established its Associate Stock Option

Pl an (the "ASCP"T. SatKan1Cbnputer Servi ces subsequent|y established an enpl oyee
wel fare trust called the Satyam Associate Trust (the "Trust"), to administer the
ASCP and issued warrants to purchase 13, 000, 000 shares of SatYan1Cbnputer
Services. In turn, the Trust periodically grants eligible enployees warrants to
purchase equity shares held by or reserved for the Issuance to the Trust. The
warrants may vest inmediately or may vest over a period ranging fromtwo to
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three years, depending on the enployee’s |length of service and performance. Upon
vesting, enployees have 30 days In which to exercise warrants.

Al'l the Trust’s trustees are nomi nated by Satyam Conputer Services. The Trust
i ssue warrants solely at the discretion of Satyam Conputer Services and cannot
earn
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any other incone. The shares purchased by the Trust, as described bel ow, have
been F!edged against all Trust liabilities. Hence, the Trust has been
consol i dated in the financial statenents.

At the Annual General Meeting in May 1999, sharehol ders approved a two-for-one
stock split in the formof a dividend, available to all shareholders of record
as of August 31, 1999 (refer note 21 "Stock Split in the form of stock
dividend™). Al holders of trust warrants were given the choice of converting
their underlying Satyam Conmputer Services warrants to Satyam Conputer Services
shares ahead of their schedul ed vesting dates. Upon paynent of the bal ance of
the exercise price, the underlying Satyam Conmputer Services warrants would be
converted into shares and remain 1n the custody of the trust until the origina
vesting period expired. The ‘bonus’ share, at the effective date of the stock
split, imrediately vested to the enpl oyees who avail ed thenselves of this plan
Warrants for 62,500 shares were converted into Satyam Conputer Services shares
in this nanner, and Satyam Conputer Services recognized US$137 thousand in
conpensati on expense associated with this transaction

In order to ensure all its enployees received the benefits of the Satyam
Comput er Services stock split in December 1999, the Trust exercised all its
warrants to purchase Satyam Conputer Services shares prior to the split using
t he proceeds obtained from bank | oans ambunting to US$13, 226 thousand. Prior to
August 31, 1999, the exercise price of the rena|n|n% Trust warrants was Rupees
" ."? 450 per warrant. Subsequent to August 31, 1999, each warrant entitles
t he hol der to purchase ten shares (adjusted for stock splits) of Satyam Conputer
Services at a price of Rs.450 per warrant plus an interest component, assocl ated
with the [ oan which the Trust assunmed, for conversion of the warrants it held.
The interest conponent is conputed based on fixed vesting period and a fixed
interest rate. This stock bonus has been treated as an equity restructuring
Bursuant to EITF 90-9. Correspondingly no additional conpensation cost has
een recogni zed as a result of the conversion of warrants held by the Trust.

In April 2000, Satéan1Cbnputer Services established its Associate Stock Option
Plan B (the "ASOP B") and reserved warrants for 13,000,000 equity shares to be
issued to eligible enployees with the intention to issue the warrants at the

mar ket price of the underlying EQUII¥ shares on the date of the grant. These
warrants vest over a/per|od ranging fromtwo to four years, starting with 20.0%
in second year, 30.0%in the third year and 50.0%in the fourth year. Upon
vesting, enployees have 3 nmonths to exercise these warrants. No equity shares
Bave been issued by Satyam Conmputer Services to the Trust as under the ASOP pl an

Warrant grants

During the year ended March 31, 1999, the Trust issued to enployees inmediately-
vesting warrants for 1,170,300 shares as well as warrants for 4,739,900 shares
with vesting periods ran?|ng bet ween one and three years. As of Mrch 31, 1999,
the Trust held warrants for 5,910,200 shares allocated to enpl oyees and warrants
for 7,089,800 shares unallocated to enpl oyees. Unallocated warrants are not

consi dered out standi ng for purposes of conputing earnings per share.

During the year ended March 31, 2000, the exercise period of the inmediately
vesting warrants for 1,170,300 shares was extended Tor another one year. The
di fference between the fair market value and exercise price at the extension
date was taken i mediately to current-year incone.

During the year ended March 31, 2000, the Trust issued innmediately vesting
warrants for 74,000 shares and warrants for 2,911,200 shares with |onger vesting
ger|ods to the enpl oyees. As of March 31, 2000, the Trust held warrants for

, 536, 100 shares allocated to enpl oyees. At this date, warrants for 4,232, 300
shares remained unal |l ocated to enpl oyees. Unallocated warrants are not
consi dered out standi ng for purposes of conputing earnings per share.

During the year ended March 31, 2001, the Trust issued inmmediately vesting
warrants for 716, 020 §net of 4,600 forfeited) shares and warrants for 1,795, 750
(net of 1,200,740 forfeited) shares with [onger vesting periods to the enpl oyees
under the ASOP plan. Further, during the sane period, under the "ASOP B" plan
Sat¥an1Cbnputer Services issued warrants for 5,759,209 (net of 291, 200 warrants
forfeited) shares to the enpl oyees.

Sat yam Conput er Services recogni zed deferred stock conpensati on of US$14, 479

t housand, US$23, 265 t housand and US$38, 034 t housand for the year ended March
31, 1999, 2000 and 2001 respectively. US$3, 315 thousand, US$16, 457 thousand and
US$44, 219 t housand was anortized and charged to incone for the year ended March
31, 1999, 2000 and 2001 respectively.

Pursuant to APB 25, deferred stock conpensation has been conﬁuted as of grant
date based on the difference between the exercise price of the warrants and the
fair value of underlying shares of Satyam Conputer Services.
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Deferred stock conpensation is anortized on a straight-line basis over the
vesting period of the related warrants. The wei ght ed- average grant-date fair
val ue of options grant ed duri nP t he years 1999, 2000 and 2001 was US$3. 42,
US$7. 02 and US$9. 49 respectively.

As nentioned above, Satyam Computer Services amended the exercise price of its
warrants to reflect the interest conponent associated with the |oan used to fund
the Trust’s share purchase. As a result of this, the weighted-average exercise
price for warrants at the beg/ﬁnm ng of the year ended March 31, 2000 is greater
than that of the year ended rch 31,

]g:hlalnges i n nunber of shares representing stock options outstanding were as
ol | ows:

<TABLE>
<CAPTI ON>
Years ended March 31
1999 2000 2001
ASCP - A Nunber of Viéi ght ed Nunber of Viéi ght ed Nunber of Viéi ght ed
shares Average shares Average shares Average
Exercise Exerci se Exerci se
Price Price Price
<S> <C <o < < < <G
Bal ance at the beginning of period 5,910, 200 $1. 24 7,536, 100 $1.26
Granted 5,910, 200 $1.03 2,985, 200 1.36 3,717,110 $1.27
Exer ci sed (1,231,600 1.22 598, 330 $1.05
Cancel | ed (126,500 1.03 521,500 $1.08
Lapsed (1,200 1.08 679, 240 $1.59
Bal ance at the end of the period 5,910, 200 $1.03 7,536, 100 $1.26 9, 454, 140 $1. 24
</ TABLE>
ASOP- B Year ended March 31, 2001
Nunber of Wei ght ed
shar es Aver age
Exerci se
Price
Bal ance at the begi nning of period
G anted 6, 050, 409 $ 7.32
Exerci sed
Cancel | ed (291, 200) $10. 38
Lapsed
Bal ance at the end of the period 5, 759, 209 $ 7.17
<TABLE>
<CAPTI O\ , _ ,
Information about nunber of shares representing stock options outstanding:
Qut st andi ng Exercisabl e
Peri od Range of Viéi ght ed Average \iéi ght ed Nurber  of \iéi ght ed Nurber  of
Exerci se Exercise Price ?per Average ~ shares Average shares
Price (per share) remai ni nE arising out of Exercise Price arising out
sharef contractual Life options (per share) of options
<S> < < < < < < <
Fi scal Rs.45.0 - US$L.0 - Rs.55. 1 1.82 yrs 7,536, 100 Rs. 48.0 74,000
2000 Rs.82.8 US$1. 8 Us$1. 2 Us$1. 0
Fi scal Rs. 45.0 US3$1. 0- Rs. 134,54 1.88 yrs 15, 213, 349 Rs. 49. 69 720, 620
2001 Rs. 655. 6 Us$14.0 US$2. 87 Us$L. 1
</ TABLE>

Nunber of shares are presented on an adjusted basis
The US$ nunbers in the above table have been transl ated using the closing
exchange rate as of March 31, 2001 1%$= . 46. 85
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St ock- based conpensation plan of | nfoway

During the year ended March 31, 1999, Infoway established its Associate Stock

tion Plan (the "I ASOP") which provides for the issuance of 825,000 warrants to
e |?|ble enpl oyees. | nfoway issued 825,000 warrants of Re. 1 each to an enpl oyee
wel fare trust (the "SlI-Trust"). The SI-Trust holds the warrants and transfers
themto eligible enpl oyees over a period of three years. The exercise period for
these warrants is 30 days fromthe vesting period. The warrants are to be
transferred to enpl oyees at Re. 1 each and each warrant entitles the holder to
purchase one share of Infoway at an exercise price as decided and determ ned by
the Board of Directors. The warrants and the shares received upon the exercise
of warrants are subject to progressive vesting over a three-year period fromthe
date of issue of warrants to enployees. The intrinsic value of each warrant is
based on the market price of the shares underlrlng the warrants on the date of
the grant. The warrants allotted and the underlying shares are not subject to
any repurchase obligations by Infoway.

During the year ended March 31, 1999, 5,000 warrants were granted at US$1.61 per
warrant to a single enpl oyee result|nﬂ in a deferred stock conpensation of US$39
thousand for the difference between the exercise price and the fair market val ue
of the shares underlying the warrants, as was determned by the Board of
Directors to be US$9.5, as of the date the warrants were unconditionally nade
avail abl e to the enpl oyee. The deferred stock conpensation is being anortized on
a stralght-llne basi s over the vesting period of the warrants and the charge
amounted to US$2 t housand.

During the year ended March 31, 2000, 225,000 warrants (net of 5,700 warrants
forferted) were granted to eligible enployees at a weighted average exercise
price of US$18.56, which are convertible into Indian shares at the time of
exercise of the said warrants bY t he enpl oyees. Further, |nfoway al so granted
87,460 warrants to eligible enployees at 90.0% of the narket price of the shares
on NASDAQ as on the grant date. These warrants are convertible into American
Depository Shares (ADS) at the tine of exercise of the said OBgéons by the

enmpl oyees. Infoway recogni zed deferred stock conpensation of 3,209 t housand
for the year and dur|ng t he year US$474 thousand was anortized and charged to

i ncone for the year ended March 31, 2000

During the year ended March 31, 2001 Infoway granted 342,800 warrants to

el i gi bl e enpl oyees at 90% of the market Pr|pe of the shares on NASDAQ as on the
grant date. These warrants are convertible into ADS at the tine of exercise of
the said options by the enﬁloyees. I nf oway recogni zed deferred stock
conpensation of US$2,225 thousand for the year and during the year US$1, 899

t housand was anortized and charged to incone.

The deferred stock conmpensati on has been conputed at the grant date as the

di fference between the exercise Price and the intrinsic value of warrants based
on |ts.under!y|ng shares. The deferred stock compensation is being anortized on
a straight-line basis over the vesting period of the warrants. The wei ght ed-
average grant-date fair value of options granted during the years 1999, 2000 and
2001 was US$1.6, US$54.1 and US$69. 83.

Stock options outstanding are as foll ows:

<TABLE>
<CAPTI O\>
Years ended March 31
1999 2000 2001
Number of Viéi ght ed Number of Viéi ght ed Number of Viéi ght ed
shares Average shares Average shares Average
Exercise Exercise Exercise
Price Price Price
<S> <C < <C < < <G
Bal ance at the beginning of period 5,000 $ 1.57 312, 460 $53.57
Granted 5,000 $1.57 313,160 53.57 342,800 60. 21
Exer ci sed - - - - (200 7.47
Cancel | ed - - (5, 700) 8.02 (90, 040 51.42
Lapsed - - - - - .
Bal ance at the end of the period 5,000 $1.57 312, 460 $53.57 565, 020 $55. 54
</ TABLE>
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I nformati on about stock options outstanding:

<TABLE>
<CAPTI O\>
. _ Qut st andi ng Exercisabl e
Peri od Range of Exercise
Price (per share) Viéi ght ed Viéi ght ed Nunber of Viéi ght ed Nunber of
Average Average _shares Average shares
Exercise Price rena|n|ng_ arising out Exercise Price  arising out
(per share) contractual Life of options (per share) of options
<S> <G < <o < <C < <
2001 Rs.70 § 1.49 $ 149 0. 96yrs 5,000 $ 1.49 2,500
250 5.34 5.34 1.75yrs 8.54 18,750
350 7.47 7.47 1.75yrs 112,500 28.84 7,867
973 20.77 20.77 2 . 18yrs 62,520 88. 05 13, 956
1,879 40.11 40.11 2.18yrs 47,200 -
3, 809 81.30 81.30 2.08yrs 267,620
5,892 125.76 125.76 2.08yrs 60, 580
8, 603 183.63 183.63 2.08yrs 9, 600
</ TABLE>

The US$ nunbers in the above table have been translated using the closing
exchange rate at March 31, 2001 1% = Rs. 46. 85.

St ock- based conpensation plan of VisionConpass |nc.

In Cctober 1999, VisionCompass Inc. (VCIL Board of Directors adopted the 1999
Stock Option Plan (the "VCl-Plan"), which provides for the issuance of Incentive
St ock Options (1SO s) and nonqual 1fied options to eligible individuals
responsi ble for the nanagenent, row h and financial success of VCl. As of March
31, 2000, there are 25,000,000 shares reserved for issuance under the VCl-Plan
The option price is determned by the Board of Directors at the time the option
is granted, and, in the case of 1SOs, in no event is less than the fair narket
val ue of the VCI's shares at the date of grant, as determined by the Board. The
shares acquired through the exercise of oFtlons carries certain restrictions, as
specified in the VC -Plan. Options generally vest over a four-year period and
expire ten years fromthe date of grant.

During the year ended March 31, 2000, 650,600 stock options with a weighted
average fair value of US$0.10 were granted with an exercise price of US$0.10 per
share. No options were exercised and 500 options were forfeited during this
period. As of March 31, 2000, no outstanding options are exercisable, and the
out st andi ng options have a wei ghted-average renai ning contractual life of 9.7
years.

During the year ended March 31, 2001, 652,600 stock options with a meb%gted
average fair value of US$0.10 were granted with an exercise price of $0. 10 per
share. No options were exercised and 383,300 options were forfeited during this
period. As of March 31, 2001, 130,025 outstandi ng options are exercisable, and
5hg7outstand|ng options have a wel ghted average renmi ning contractual |ife of

. years.

Addi ti onal Di scl osure

Satyam fol |l ows APB 25, "Accounting for Stock Issued to Enployees", to account
for stock options. An alternative nmethod of accounting for stock options is SFAS
123, AccountlnP for Stock-Based Conmpensation. Under SFAS 123, enpl oyee stock
options are valued at grant date u3|ng t he Bl ack- Schol es val uati on nodel, and
conpen-sation cost is recognized ratably over the vesting period. FAS 123 .
requires that an entity recognizes increnental conpensation cost associated with
an extension of the exercise period, conputed as the difference between the fair
val ues of the option before and after such nodification. Under APB 25, the
conpany recogni zes a new neasurenent date and new neasure cost. Correspondingly,
t he extension of the exercise periods of stock options held bé sone enpl oyees
has had a | esser effect on income under FAS 123 than under APB 25.

Had conpensation cost for Satyanis stock options been determ ned based on the
Bl ack- Schol es value at the grant dates for awards, pro forma statenent of
operations woul d have been as fol |l ows:

Years ended March 31

1999 2000 2001
Net | ncone géoss)
- reported $9, 014 $(6,940; $527,677g
. - Pro forma 8,876 (351 29, 933
Ear ni ngs (1 oss) Per
Shar e:
Basi ¢ - As reported $ 0.03 $ (0.03 $ (0.10
. - Pro forma 0.03 0.00 0.11
Diluted - As reported 0.03 0.03 0.10
- Pro forna 0.03 0. 00 0.11

Note: The pro forma di scl osures shown above are not representative of the
ef fects on net inconme and earnings per share in future years.
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The fair value of Satyam Conputer Services’ stock options used to conmpute pro
forma net income and earnings per share disclosures is the estimted present
val ue at grant date using the Bl ack-Schol es option-pricing nodel. The foll ow ng

assunptions were used
Years ended March 31

1999 2000 2001
Di vidend yield 0. 65% 0. 65% 0.51%
Expected volatility 90. 00% 90. 00% 73. 00%
Ri sk-free interest rate 9.01% 9.87% 10. 40%
Expected term 1.70 1.99 2.09

17. Segnental Reporting

Sat yam has adopted SFAS 131, "Disclosures about Se?nents.of an Enterprise and
Rel ated I nformati on" which requires disclosure of Tinancial and descriptive

i nformation about Satyami s reportabl e operating segments. The operating segnents
rePorted.belpw are the segnents of Satyam for which separate financi al
information is available and for which operatlng profit/l oss ampunts are

eval uat ed regularly by executive managenent in eC|d|nP how to all ocate
resources and in assessing performance. Minagerment eval uates performnce based
on stand-al one revenues and net incone for the conpanies in Satyam Satyam s
reportabl e operating segnments consist of the follow ng three business groups:

I T services, providing a conprehensive range of services, including software
devel opnent, packaged software integration, system maintenance and

engi neering design services. Satyam Conputer Services provides its custoners
the ability to nmeet all of their information technol ogy needs from one
service provider. Satyam Computer Services' eBusiness services include

desi gni ng, deveIoE|ng i ntegrating and nai ntaini ng |Internet-based
appl I cations, such as eCommerce websites, and inplenmenting packaged sof tware
appl i cations, such as custonmer or supply chain managenent software .
aﬁpllcat!ons. Sat yam Conput er Services al so assists its customers in making
their existing conputing systens accessi ble over the Internet.

I nternet Services, providing consuner |Internet access services, including
dial -up Internet access, e-mmil and web page hosting services. The comnpanies
corporate network and technol ogy services I nclude dial-up and dedi cated

I nternet access, private network services, business-to-business electronic
conmer ce and website devel opnent and hosting services. Satyam al so operates
an on-line portal, Sify.com (formerly satyanonline.com, and 21 rel ated
content sites specifically tailored to Indian interests worldw de for news,
personal finance, novies, nusic and autonobil es.

Sof t ware Products, product devel opment and creation of propriety software.
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Satyani s operating segnent

infornmation for the years ended March 31, 1999 and

2000 and for the year ended March 31, 2001 were as foll ows:

Busi ness Segnents

<TABLE>
<CAPTI O\>
T Services Internet Services Software Products Elinmnation Consolidated totals
<S> <C < < <G <G
For the year 1999
Revenue - External custoners $ 95,573 2,222 - 97,795
Revenue - Inter-segment 374 226 $ (600) -
Total Revenues $ 95, 947 2,448 $ (600) 97,795
Qperating income (loss) $ 21,884 3,836 $ 1,840 - 16, 208
Net income (l0ss) 15,241 4,387 1,840 - 9,014
Segnment assets 110,123 0, 658 114§ (4,576) 116, 319
Depreciation and anortization 10, 361 1,164 2 - 11,527
Capital expenditures for long-lived 35,229 3,816 26 - 39,071
assets
For the year 2000
Revenue - External custoners $ 149,257 15, 198 - 164, 455
Revenue - Inter-segment 5, 208 $ (5976 -
Total Revenues $ 155,025 15, 406 $ (5976 164, 455
Qperating income (loss) $ 18, 356 (10, 6303 $ 210, 8023 $ 2,447 (629;
Net income (l0ss) 9,787 35, 713 11,014 - 56,940
Segment assets o 183,283 243,551 1,758 (16, 033) 412, 559
Depreciation and anortization 19, 616 5,600 52 - 25,268
Capital expenditures for long-lived 22, 389 20, 003 517 42,909
assets
For the year 2001
Revenue - External custoners $ 271,367 36, 840 - 308, 207
Revenue - Inter-segnent 3,547 2,148 213 (5,908) -
Total Revenues $ 274,914 38,988 $ 213 ($5,908) 308, 207
erating income (loss) $ 24, 230 (%56, 994; ($13,878 ($46, 642
t income (Io0ss) 14,765 g28, 804 (13,873 - (27,912
Segment assets o 257,143 46, 766 , 243 ($25,053) 481, 099
Depreciation and anmortization 24,374 29,695 424 54,493
Capital expenditures for long-lived 42,296 41,934 926 85, 156

assets

</ TABLE>
The capital

additions to prem ses and equi pnent

expenditures for long-lived assets in the above table represent the
(fixed assets) of each segnent.
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Geographic Information

The revenues that are attributable to countries based on |ocation of customners
and | ong-lived assets are as follows:

<TABLE>
<CAPTI ON>
Fiscal 1999 Fiscal 2000 Fiscal 2001
Revenues Long- i ved Revenues Long- i ved Revenues Long-lived
from external assets from external assets from external asset s
cust oners cust oners cust oners
<S> <C <C <C <C <C <C
United States $ 76, 443 $ 6,367 $ 123, 262 $ 7,585 222,521 $ 11,610
Eur ope 7,068 - 8,493 68 20, 481 134
India 3,545 57,189 16, 473 134, 959 31, 461 231, 046
Japan 4,066 - 10, 364 344 7,260 263
Rest of the Wrld 6,673 - 5, 863 194 26, 484 173
Total $ 97,795 $ 63,556 $ 164, 455 $ 143,150 $ 308, 207 $ 243,226
</ TABLE>

The Iong-lived assets in the above table represent prem ses and equi pnment and
i ntangi bl e assets of each segnent. Transfers between reportabl e business or
geogr aphi ¢ segnents are made either at cost or at arns-length prices.

18. Concentration of Risk

Accounts receivabl e bal ances are typipaIIY unsecured and are derived from
revenues earned from custoners Pr!narlly ocated in the United States. Satyam
nonitors the creditworthiness of its customers to which it grants credit terns
in the normal course of business. During the year ended March 31, 2000, revenues
generated fromtwo custoners accounted for 14.2%and 11. 9% of the tota

revenues, respectively. During the year ended March 31, 2001, revenues generated
fromtwo custonmers accounted tor 15.48% and 8.13% of the total revenues,
respectively. During the year ended March 31, 2000, total revenue from Satyamn s
top ten custonmers accounted for 51.9% of the total revenues. During the year
ended March 31, 2001, total revenue from Satyanis top ten customers accounted
for 46.08% of the total revenues.

19. Related Party Transactions

Sat yam provi des infrastructure and other services to Satyam GE and Satyam
Venture, associ ate conpani es %JOInt vent ures) which anmpunted to US$539 t housand
Rgr thlyegaoinded March 31, 2000 and US$ 1,492 thousand for the year ended

rc ) .

Sof tware services provided bK Sat yam GE and Satyam Venture to Satyam amounted to
US$182 t housand and US$165 thousand for the year ended March 31, 2000 and 2001
respectively. Satyam GE owes an anount equival ent to US$50 t housand and US$ 631
t housand to Satyam Computer Services as of March 31, 2000 and 2001 respectively.
Satyam Venture owes an anpunt equivalent to US$ 896 thousand to Satyam Conputer
Servi ces as of March 31, 2001

An Executive Director of SESL who is also a director of Satyam Conputer Services
was allotted 8,000,000 equity shares in the share swap deal pursuant to the
acqui sition of shares of SESL by Satyam Conputer Services. Refer note 4 on
"Acquisition of mnority interest".

20. Contingencies and Comm tments
Cont i ngenci es

The bank guarantees out standi ng are US$1, 449 t housand and US$1, 012 t housand as
of March 31, 2000 and 2001.respect|veIK. These guarantees are general ly provided
to government agencies, primarily to the Tel egraph Authorities as security for
conpl i ance with and performance of terns and conditions contained in the
Internet Service Provider license granted to Satyam and Vi desh Sanchar N gam
Limted, towards the supply and installation of an electronic comrerce platform
respectively. Satyam al so provides guarantees to Excise and Custons authorities
for the Burposes of mmintalning a bonded warehouse. These guarantees nay be
revoked K the governmental agencies if they suffer any |osses or damage through
the breach of any of the covenants contained in the agreenents.
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Capital Commitnents

Satyam has various letters of credit outstanding to different vendors totaling
US$166 t housand and US$473 t housand as of March 31, 2000 and 2001 respectively.
These letters of credit are generally established for the inport of hardware,
software and ot her capital itens.

Satyam had contractual conmtnents of US$4, 718 thousand and US$8, 565 t housand as
of March 31, 2000 and 2001 respectively, for capital expenditures relating to
acqui sition of prem ses, equipnent and new network infrastructure.

Sat yam had commitments towards investment in equity capital under %oint venture
agreenents amounting to US$780 thousand and US$2, 645 t housand as of March 31
2000 and 2001 respectively.

Operating Lease

Satyam has certain operating | eases for office prem ses and guest houses. These
are renewabl e on a periodic basis at its option, with the |ongest renewal period
ext endi ng t hrough 2005. Mdst of the operatlnﬁ | eases provide for increased rent
t hrough Increases in general price |levels. The operating | eases are cancel able
at either party’'s option generally with three nonths notice.

Rent al expense for operating | eases ambunted to US$2, 851 thousand, US$3,971
t housand an US$7, 626 thousand for the year ended March 31, 1999, 2000 and 2001
respectively.

Future mini mum annual | ease commitnents, including those |eases for which .
renewal options na¥ be exercised, as of March 31, 2001 are US$5, 120 t housand in
fiscal 2002, US$4,551 thousand in fiscal 2003, US$4,032 thousand in fiscal 2004,
US$4, 003 thousand in fiscal 2005 and US$3, 800 thousand in fiscal 2006.

21. Sharehol ders’ Equity and Divi dends
Stock Split (in the formof stock dividend)

During the year ended March 31, 2000, the sharehol ders of Satyam Conputer
Servi ces apProved a two-for-one stock split (in the formof stock dividend)
whi ch was effective on September 1, 1999. Consequently, Satyam capitalized an
amount of US$6, 480 thousand fromits retained earnings to commpn stock

Further, the sharehol ders also authorized a five-for-one stock split of Satyam
Conput er Services’ commpbn stock whereby each issued and outstanding equity
share, par value Rs.10 each, was split into five equity shares, par value Rs.2
each. The record date of stock split was August 25, 2000.

Al references in the financial statenents to nunber of shares, per share
amounts, stock option data, and market prices of Sat¥an1Cb uter Services’
equity shares have been retroactively restated to reflect the stock split unless
ot herw se not ed.

Di vi dends

Fi nal dividends proposed by the Board of Directors are payable when formally
decl ared by the sharehol ders, who have the right to decrease but not increase

t he anount of the dividend recommended by the Board of Directors. Interim

di vi dends are declared by the Board of Directors without the need for

shar ehol der approval. Wth respect to equity shares issued bY Sat yam Conput er
Services during a particular fiscal year, cash dividends declared and paid for
such fiscal year generally will be prorated fromthe date of issuance to the end
of such fiscal year. Satyam Conputer Service accrues dividends payabl e and pays
them after obtaining sharehol ders’ approval.

D'videndslgayable to equity sharehol ders are based on the net inconme avail able
for distribution as reported in Satyam Conputer Services’ unconsolidated
financial statements prepared in _accordance with |Indian GAAP. As such, dividends
are declared and paid in Indian Rupees. The net incone in accordance with U S

P may, in certain years, either not be fully available or will be
additional |y available for distribution to equity sharehol ders. For the year
ended March 31, 2000, under Indian GAAP the net income available for
distribution to equity sharehol ders was US$29, 954 t housand and US$103, 797
t housand for the year ended March 31, 2001

Under the Conpani es Act, dividends may be paid out of the profits of a conpany
in the year in which the dividend is declared or out of the undistributed
profits of previous fiscal years. Before declaring a dividend greater than 10.0%
of the par value of its equity shares, a conpany I's required to transfer to its
reserves a mni mum percentage of its profits for that year, ranging from2.5%to
10. 0% depending on the dividend percentage to be declared in such year.

Di vi dends decl ared, distributed or paid by an Indian corporation are subject to
a dividend tax of 12% including the present!% appl i cabl e surcharge, of the
total ampunt of the dividend declared, distributed or paid. This tax is not paid
by shareholders nor is it a withholding requirenent, but rather it is a direct
tax payabl e by the corporation.
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22. Bal ance Sheet and | ncone Statenment Schedul es
a) Cash and Cash Equival ents
The cash and cash equival ents consi st of:
<TABLE>
<CAPTI ON>
As of March 31

2000 2001
<S> <C <C
Cash and bank bal ances $ 25,947 $ 37,130
Cash equi val ents 166, 357 28,938
Cash and cash equi val ents $ 192,304 $ 66, 068
</ TABLE>

Cash equi val ents include deposits of US$193 thousand and US$261 t housand as of
March 31, 2000 and 2001 respectively, placed in "No-charge-no-lien" accounts as
security towards performance guarantees issued by Satyam s bankers on Satyam s
behalf.kSgtyan1cannot utilize these anpbunts until the guarantees are di scharged
or revoked.

b) Account s Receivabl e

Account s recei vabl e consi st of:

<TABLE>
<CAPTI ON>
As of March 31

2000 2001
<S> <G <C
Cust omers (trade) $ 52, 337 $ 95,444
Rel ated parties 92 $ 650
Less: allowance for doubtful debts (914) (3,530)
Accounts receivable $ 51,515 $ 92,564
</ TABLE>

debts is established at ambunts considered to be
y upon Satyamis past credit |oss experience and an

|
appropriate based primaril .
osses on the outstandi ng receivabl e bal ances.

The al | owance for doubtfu
i
eval uation of potential |

C) | nventory

I nventory consi sts of:

<TABLE>
<CAPTI ON>
As of March 31

2000 2001
<S> <C <C
CD- ROV . $ 25 $ 153
Conmuni cati on har dwar e 323 2,010
Apﬁl|cat|on sof t war e 62 126
Q hers . 7 70
Less: Val uation All owance (9)
I nventory $ 417 $ 2,350
</ TABLE>

d) Prepaid Expenses and O her Receivabl es

Prepai d expenses and ot her receivabl es consist of:

<TABLE>
<CAPTI ON>
As of March 31
2000 2001
<S> <C <C
Prepai d expenses $ 7,210 $ 5,922
Advance for expenses 3, 267 13,089
Loans and advance to enpl oyees 1,740 2,493
O her advances and recei vabl e 3,728 1, 364
Less: Al lowance for doubtful (281) (312)
advances
Prepai d expenses and ot her $ 15, 664 $ 22,556
recei vabl es
</TABLE>

Prepai d expenses principally include the unexpired portion of annual rentals
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paid to the Departnent of Tel econmunications, Mnistry of Conmunications, and
the Government of India for use of |eased tel ecommunication lines, Satellite
I ink charges, and insurance prem uns.

e) Q her Assets

O her assets consist of:

<TABLE>
<CAPTI ON>
As of March 31

2000 2001
<S> <C <C
Rent and mai ntenance deposits $ 2,376 $ 3,570
Tel ephone and ot her deposits 1,694 2,190
Loans and advances to enpl oyees due 247 1,918
after one year
Deferred taxes on incone 6 1,371
O hers . 279 3,594
Less: Allowance for doubtful deposits (149) (647)
Ot her Assets $ 4,453 $ 11, 996
</TABLE>

Tel ephone and ot her deposits are Prinarilg attributable to deposits with

gover nment organi zations principally to obtain |eased tel ephone |ines and
electricity supplies and advance payments to vendors for the supply of goods and
renderi ng of services.
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f) Accrued Expenses and OGther Liabilities

Accrued expenses and other liabilities consist of:

<TABLE>
<CAPTI ON>
As of March 31

2000 2001
<S> <C <C
Accrued expenses $ 7,972 $ 20, 142
Uncl ai med di vi dend 1, 398 335
Provision for taxation 653 6, 707
Provision for gratuity 524 854
Def erred taxes on income 129 -
O hers 2,221 3,742
Accrued expenses and other liabilities $ 12,897 $ 31,780
</ TABLE>

g) Oher Incone

O her incone consists of:

<TABLE>
<CAPTI ON>
Years ended March 31

1999 2000 2001
<S> <C <C <C
Gain on foreign exchange $ 918 $ 1,072 $ 5,816
transactions
O hers 72 399 990
O her incone $ 990 $ 1,471 $ 6, 806
</ TABLE>

h) O her expenses

O her expenses consist of:

<TABLE>
<CAPTI ON\>
Years ended March 31

1999 2000 2001
<S> <C <C <C
Loss on sal e of equi prment $ 28 $ 72 $ 43
M scel | aneous expenses - 346 301
Ot her expenses $ 28 $ 418 $ 344
</TABLE>

23. Subsequent Events:
a) | ssuance of common st ock

In the month of May 2001, the Conpany issued 14.5 million American
Depository Shares (ADS) at a price of $ 9.71 per ADS. The ADS were |isted
for trading on the New York Stock Exchange ("NYSE' ticker symbol "SAY").
The Cpnpan¥ i ssued 21, 75,000 ADS at the Br|ce of $9.71 per ADS on the
exerci se of 15% G eenshoe option bY the Underwriters. Each ADS represents
two equity shares of Rs.2 each fully paid up

In effect the Conpany issued a total of 16,675,000 ADS, including the
Greenshoe option, representing 33,350,000 equity shares of Rs. 2 each fully

pai d up.
b) Restructuring in Vision Conpass, Inc.

In April 2001, the Board of Directors of VCl approved a plan to refocus
VCl, concentrating on several core functions. As a result, VC announced
that it would be reallocating its resources, which included |aying off

al rost 70% of VCl's enpl oyees. Presently, Satyam does not have any plan t
di scontinue the operations of VCl. The restructuring costs are expected t
be approxi mately $750 t housand.

c) Di vi dends

0
(0]

On June 29, 2001, sharehol ders authorized payment of a cash dividend of
US$0. 009 Eer share amounting to US$2, 654 thousand to sharehol ders of record
on June 25, 2001 for equity shares issued on or prior to March 31, 2001

d) I n August 2001, the Board of Directors of Satyam have decided to close down
four subs!d|ar|es-—Sat%?n1Europe Limted, Satyam Asia Pte Limited, Satyam
Japan Limted and Dr. MIlemum Inc. The conpany does not believe that
there will be any material cost associated with this exercise.
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