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Approximate date of commencement of proposed sale to the public: As soon as practicable after this Registration Statement is declared
effective.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, please check the following box.

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box.
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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. These securities may not be sold until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell nor does it seek an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION. DATED MAY 10, 2005.

Infosys Technologies Limited

14,000,000 American Depositary Shares

Representing

14,000,000 Equity Shares

14,000,000 American Depositary Shares, or ADSs, representing 14,000,000 of our equity shares are being sold by the selling shareholders.
Included among the selling shareholders will be certain officers, directors and shareholders who beneficially own 5% or more of our equity
shares. Collectively, our executive officers and directors will be selling ~ ADSs representing  equity shares in this offering. Each ADS
offered represents one equity share. We will not receive any of the proceeds from this offering.

Our outstanding ADSs are traded on the Nasdaq National Market under the symbol INFY. The last reported sales price of our ADSs on Nasdaq
on May 9, 2005 was $63.12 per ADS. Our equity shares are traded in India on the Stock Exchange, Mumbai and the National Stock Exchange of
India Limited. The closing price for our equity shares on the Stock Exchange, Mumbai on May 9, 2005 was $48.26 assuming an exchange rate

of Rs. 43.45 per dollar.

Investing in our ADSs involve certain risks, see _Risk Factors beginning on page 6.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.
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Per ADS Total

Initial Price to Public
Underwriting Discount
Proceeds to Selling Shareholders, before expenses

@ A A
©@ LB L

The selling shareholders have granted the underwriters an option exercisable within 7 days from the date of this prospectus to purchase up to an
aggregate of an additional 2,000,000 ADSs, representing up to an additional 2,000,000 equity shares, from them at the initial price to the public,
less the underwriting discount.

The underwriters and their respective selling agents are offering the ADSs subject to various conditions. The underwriters expect to deliver the
ADSs in book-entry form only through the facilities of The Depository Trust Company against payment in New York, New York on
,2005.

Joint Bookrunners

Citigroup Deutsche Bank Securities Goldman Sachs (Asia) L.L.C. UBS Investment Bank

Co-Managers

ABN AMRO Rothschild LL.C Banc of America Securities LLC Nomura International

Prospectus Dated , 2005.
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SUMMARY

Our Company

We are a leading global technology services firm. We provide comprehensive end-to-end business solutions that leverage technology for our
clients, including consulting, design, development, software re-engineering, maintenance, systems integration, package evaluation and
implementation and infrastructure management services. We also provide software products to the banking industry. Through Progeon, our
majority-owned subsidiary, we provide business process management services such as offsite customer relationship management, finance and
accounting, and administration and sales order processing. Our clients rely on our solutions to enhance their business performance.

We utilize a distributed project management methodology, which we refer to as our Global Delivery Model, to divide projects into components
that are executed simultaneously at client sites and at our global development centers in India and around the world. Our Global Delivery Model
provides clients with seamless, high quality solutions in reduced timeframes, enabling our clients to achieve operating efficiencies and realize
significant cost savings. To address changing industry dynamics, we continue to refine our Global Delivery Model. Through our Modular Global
Sourcing framework, for example, we assist clients in evaluating and defining, on both a modular and enterprise-wide basis, the client s business
processes and applications that can be outsourced, and the capabilities required to effectively deliver those processes and applications to the
organization.

We serve clients in the financial services, manufacturing, telecommunications, retail, utilities, logistics and other industries. Some of our top 25
clients by revenues (including their affiliates) in the core industries we serve include Aetna, DaimlerChrysler, DHL and Telstra. Our industry
focus enables us to tailor solutions to address our clients business and technology needs.

We believe we have among the best talent in the Indian technology services industry, and we are committed to remain among the industry s
leading employers. In 2004, we ranked second on Dataquest India s list of the Best Employers for the IT industry in India and Computerworld
ranked us as one of the 100 Best Places to Work for IT Professionals in the United States. Recently, we were named India s Best Managed
Company based on a study conducted by Business Today and A.T. Kearney.

Our Industry

Changing economic and business conditions, rapid technological innovation, proliferation of the Internet and rapid globalization are creating an
increasingly competitive market environment that is driving corporations to transform the manner in which they operate. Customers are
increasingly demanding improved products and services with accelerated delivery times and at lower prices. In this environment, the ability to
design, develop, implement, and maintain advanced technology platforms and solutions to address business and customer needs has become a
competitive advantage and a priority for corporations worldwide. These developments have occurred at a time when corporations have been
reluctant to expand their internal IT departments, thus increasing the reliance that corporations must place on their outsourced technology service
providers. This trend of increasing reliance on external technology service providers is expected to continue to drive the future growth of
outsourced technology services.

Outsourcing the development, management and ongoing maintenance of technology platforms and solutions has become increasingly important
in this new environment. To meet their need for significantly higher quality, cost effective technology solutions, corporations are increasingly
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turning to offshore technology service providers. As a result, offshore technology service providers have become mainstream in the industry and
continue to grow in recognition and sophistication, with India recognized as the premier destination for offshore technology services.
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Our Competitive Strengths and Strategy

We believe our competitive strengths include:

Innovation and Leadership. We are a pioneer in the technology services industry. We were one of the first Indian companies to develop and
apply a global delivery model and to achieve the highest level of technical certifications available.

Proven Global Delivery Model. Our onsite and offshore execution capabilities enable clients to achieve operating efficiencies and realize
significant cost savings, while receiving seamless, high quality solutions in reduced timeframes.

Comprehensive and Sophisticated End-to-End Solutions. By offering comprehensive end-to-end solutions, we extend our network of
relationships, broaden our dialogue with key decision makers within each client, increase the points of sale for developing new client
relationships and diversify our service-mix concentration. As a result, we are able to capture a greater share of our clients technology budgets.

Commitment to Superior Quality and Process Execution. We have developed a sophisticated project management methodology to ensure timely,
consistent and accurate delivery of superior quality solutions to maintain a high level of client satisfaction.

Long-Standing Client Relationships. Approximately 35.0% and 39.3% of our revenues from our top 100 clients during fiscal 2005 and 2004
have been contributed by entities that have been our clients since fiscal 1998. For fiscal 2005 and 2004, 95.4% and 93.4% of our revenue came
from repeat business, which we define as revenue from a client who also contributed to our revenue during the prior fiscal year.

Status as an Employer of Choice. Our reputation as a leader in the technology services industry enables us to attract and retain the best available
talent in India. We have a presence in nine cities in India, which allows us to more easily accommodate prospective employees specific
geographic preferences.

Ability to Scale. We have successfully managed our growth by recruiting, training and rapidly deploying new professionals and investing in
infrastructure allowing us to bid for and execute large-scale, long-term projects in an efficient and cost-competitive manner.

In order to further enhance our position as a leading global technology services company, our strategy is to increase business from existing and
new clients, expand geographically, continue to invest in employees, infrastructure and technology, enhance our solution set, continue to
develop deep industry knowledge, enhance our brand visibility and pursue alliances and strategic acquisitions.
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Our revenues grew from $414 million in fiscal 2001 to $1,592 million in fiscal 2005, representing a compound annual growth rate of 40.0%. Our
net income grew from $132 million to $419 million during the same period, representing a compound annual growth rate of 33.5%. Between
March 31, 2001 and March 31, 2005, our total employees grew from approximately 9,800 to approximately 36,800, representing a compound
annual growth rate of 39.2%.
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We were founded in 1981. We completed our initial public offering of equity shares in India in 1993 and our initial public offering of ADSs in
the United States in 1999. In August 2003, we completed a sponsored secondary offering of ADSs in the United States on behalf of our
shareholders.

Our principal executive offices are located at Electronics City, Hosur Road, Bangalore, Karnataka, India 560 100, and our telephone number at
that address is +91 (80) 2852-0261. Our wholly owned subsidiaries are Infosys Technologies (Australia) Pty. Limited, or Infosys Australia,
Infosys Technologies (Shanghai) Co. Limited, or Infosys China, and Infosys Consulting Inc., or Infosys Consulting. Progeon Limited, or
Progeon, is our majority owned subsidiary. Our website addresses are www.infosys.com and www.infy.com and do not constitute a part of this
prospectus.
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The Offering

The Offering 14,000,000 ADSs representing 14,000,000 equity shares, and constituting
approximately 5.2% of our issued and outstanding equity shares, which is expected to
include a public offering without listing in Japan, referred to herein as the Japanese
Public Offering.

Selling Shareholders See Principal and Selling Shareholders for more information on the selling
shareholders in this transaction. Included among the selling shareholders will be
certain officers, directors and shareholders who beneficially own 5% or more of our
equity shares.

The ADSs Each offered ADS represents one equity share, par value Rs. 5 per share. The offered
ADSs are evidenced by American Depositary Receipts. See Description of American
Depositary Shares and Description of Equity Shares in this prospectus.

ADSs Outstanding After this Offering 35,747,020 (assumes no exercise of the underwriters option to purchase additional
ADSs).

Equity Shares Outstanding Before and After this

Offering 270,570,549

Offering Price The offered ADSs are being offered at a price of $ per ADS.

Over-allotments The selling shareholders have granted the underwriters an option exercisable within 7

days from the date of this prospectus to purchase up to an aggregate of an additional
2,000,000 ADSs, representing an additional 2,000,000 equity shares, from them at the
initial price to the public, less the underwriting discount.

Depositary Deutsche Bank Trust Company Americas.

Use of Proceeds We will not receive any of the proceeds from the sale of these ADSs.

Listing We are listing the offered ADSs on Nasdaq. Our outstanding equity shares are
principally traded in India on The Stock Exchange, Mumbai (BSE) and The National
Stock Exchange (NSE).

Nasdaq National Market Symbol for ADSs INFY

The Indian Invitation to Offer

We have prepared and distributed to all holders of our equity shares an invitation to offer their equity shares for sale in this offering pursuant to
Indian regulations. Our invitation to offer has only been mailed to holders of equity shares at their addresses in India. Holders of ADSs are not
eligible to participate in the transactions contemplated by the invitation to offer. We are not purchasing any equity shares in this transaction.
Equity shares will be purchased solely by the underwriters from the selling shareholders. Under the terms of the invitation to offer, the related
letter of transmittal, escrow agreement and other documents, the shares to be sold by the selling shareholders will be held in escrow by ICICI
Bank Limited, as escrow agent, until such time as they are required to be deposited with ICICI Bank Limited, as custodian on behalf of Deutsche
Bank Trust Company Americas, the Depositary, against the issuance of ADSs representing such shares and to be delivered to the underwriters
under the terms of the underwriting agreement entered into by us, the underwriters and the selling shareholders. The successful completion of
these transactions by us, the selling shareholders and the escrow agent is a condition precedent to the underwriters obligation to purchase any
ADSs in this offering.
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Summary Consolidated Financial Data

($ in millions, except per equity share data)

You should read the summary consolidated financial data below in conjunction with the consolidated financial statements, the related notes and
Management s Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this prospectus. The summary
consolidated statements of income for the five years ended March 31, 2005 and the summary consolidated balance sheet data as of March 31,
2001, 2002, 2003, 2004 and 2005 have been prepared and presented in accordance with U.S. GAAP and have been derived from our audited
consolidated financial statements and related notes. Historical results are not necessarily indicative of future results. The information presented
below reflects our 4-for-1 stock split effected in the form of a stock dividend in July 2004.

Fiscal Year ended March 31,

2001 2002 2003 2004 2005
@ @),2) 1),(2),(3)
Statements of Income Data
Revenues $ 414 $ 545 $ 754 $ 1,063 $ 1,592
Cost of revenues including amortization of stock
compensation expense 217 294 417 603 904
Gross profit 197 251 337 460 688
Operating Expenses:
Selling and marketing expenses 21 27 56 77 103
General and administrative expenses 37 44 58 82 127
Amortization of stock compensation expense 2 2 2 1
Amortization of intangible assets 2 7 2
Total operating expenses 60 73 118 167 232
Operating income 137 178 219 293 456
Gain on sale of long term investment 11
Other income, net 10 14 18 28 24
Income before income taxes 147 192 237 321 491
Provision for income taxes 15 28 42 51 72
Net income $ 132 $ 164 $ 195 $ 270 $ 419
Earnings per Equity Share:
Basic $ 0.50 $ 0.63 $ 0.74 $ 1.03 $ 1.57
Diluted $ 0.49 $ 0.62 $ 0.73 $ 1.01 $ 1.52
Weighted Average Equity Shares used in computing
earnings per Equity Share:
Basic 263,085,024 262,226,592 262,284,008 262,780,308 266,901,033
Diluted 266,858,956 264,339,496 265,916,036 267,166,236 273,590,413
Cash dividend per Equity Share $ 0.03 $ 0.09 $ 0.13 $ 0.16 $ 0.75(4)
As of March 31,

2001 2002 2003 2004 2005

Balance Sheet Data

Cash and cash equivalents $124 $210 $354 $ 445 $ 410
Investments in liquid mutual fund units 218 278
Total assets 342 471 704 1,132 1,454
Preferred stock of subsidiary 10 22 21

Total stockholders equity 312 442 626 953 1,253
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(1) The information for fiscal 2003, fiscal 2004 and fiscal 2005 includes the results of operations of Progeon Limited (Progeon), a consolidated subsidiary.

(2) The information for fiscal 2004 and fiscal 2005 includes the results of Infosys Technologies (Australia) Pty. Limited (Infosys Australia) and Infosys
Technologies (Shanghai) Co. Limited (Infosys China), both consolidated subsidiaries.

(3) The information for fiscal 2005 includes the results of Infosys Consulting, Inc. (Infosys Consulting), a consolidated subsidiary.

(4) Cash dividend per equity share includes a special one-time dividend of $0.56 per equity share paid in June 2004.
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RISK FACTORS

This prospectus contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those
anticipated in these forward-looking statements as a result of certain factors, including those set forth in the following risk factors and
elsewhere in this prospectus. The following risk factors should be considered carefully in evaluating us and our business before purchasing the
offered ADSs.

Risks Related to Our Company and Our Industry

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

Our revenues and profitability have grown rapidly in recent years and are likely to vary significantly in the future from period to period.
Therefore, we believe that period-to-period comparisons of our results of operations are not necessarily meaningful and should not be relied
upon as an indication of our future performance. It is possible that in the future some of our results of operations may be below the expectations
of market analysts and our investors, which could cause the share price of our equity shares and our ADSs to decline significantly.

Factors which affect the fluctuation of our operating results include:

the size, timing and profitability of significant projects;

changes in our pricing policies or the pricing policies of our competitors;

the proportion of services that we perform at our development centers or at our client sites;

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

the size and timing of facilities expansion;

expenditures in connection with the submission of proposals for larger, more complex client engagements;

unanticipated cancellations, contract terminations, deferrals of projects or delays in purchases, including those resulting from our
clients efforts to comply with regulatory requirements, such as the Sarbanes-Oxley Act of 2002, or those occurring as a result of our
clients reorganizing their operations;
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utilization of billable employees; and

unanticipated variations in the duration, size and scope of our projects, as well as changes in the corporate decision-making process
of our client base.

A significant part of our total operating expenses, particularly expenses related to personnel and facilities, are fixed in advance of any particular
period. As a result, unanticipated variations in the number and timing of our projects or employee utilization rates, or the accuracy of our
estimates of the resources required to complete ongoing projects, may cause significant variations in our operating results in any particular
period.

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

the duration of tax holidays or tax exemptions and the availability of other incentives from the Government of India;

currency fluctuations, particularly when the rupee appreciates in value against the dollar, since the majority of our revenues are in
dollars and a significant part of our costs are in rupees; and

other general economic factors.
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We may not be able to sustain our previous profit margins or levels of profitability.

Our profitability could be affected by pricing pressures on our services, volatility of the rupee against the dollar and other currencies and
increased wage pressures in India. Since fiscal 2003, we have incurred substantially higher selling and marketing expenses as we have invested
to increase brand awareness among target clients and promote client loyalty and repeat business among existing clients. We expect increased
selling and marketing expenses in the future, which could result in declining profitability. In addition, while our Global Delivery Model allows
us to manage costs efficiently, as the proportion of our services delivered at client sites increases, we may not be able to keep our operating costs
as low in the future, which would also have an adverse impact on our profit margins.

The economic environment, pricing pressure and rising wages in India could negatively impact our revenues and operating results.

Spending on technology products and services in most parts of the world has recently increased after a two-year decreasing trend due to a
challenging global economic environment. Our ability to maintain or increase pricing is restricted as clients often expect that as we do more
business with them, they will receive volume discounts or special pricing incentives. Existing and new customers are also increasingly using
third-party consultants with broad market knowledge to assist them in negotiating contractual terms. Large U.S. multinational companies are
establishing larger offshore operations in India, resulting in wage pressures for Indian companies. Pricing pressures from our clients, wage
pressures in India and an increase in our sales and marketing expenditures have also negatively impacted our operating results.

If economic growth slows, our utilization and billing rates for our technology professionals could be adversely affected, which may result in
lower gross and operating profits.

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

We have grown significantly in recent periods. Between March 31, 2001 and March 31, 2005 our total employees grew from approximately
9,800 to approximately 36,800. In addition, in the last five fiscal years we have undertaken and continue to undertake major expansions of our
existing facilities, as well as the construction of new facilities.

We expect our growth to place significant demands on our management and other resources. Our growth will require us to continuously develop
and improve our operational, financial and other internal controls, both in India and elsewhere. In particular, continued growth increases the
challenges involved in:

recruiting, training and retaining sufficient skilled technical, marketing and management personnel;

adhering to and further improving our high quality and process execution standards;

preserving our culture, values and entrepreneurial environment;
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successfully expanding the range of services offered to our clients;

developing and improving our internal administrative infrastructure, particularly our financial, operational, communications and
other internal systems; and

maintaining high levels of client satisfaction.

Our growth strategy also relies on the expansion of our operations to other parts of the world, including Europe, Australia and other parts of
Asia. In October 2003, we established Infosys China and in January 2004 we acquired Infosys Australia to expand our operations in those
countries. In April 2004, we formed Infosys Consulting to focus on consulting services in the United States and announced our intention to hire
aggressively in the United States. The costs involved in entering these markets may be higher than expected and we may face significant
competition in these regions. Our inability to manage our expansion and related growth in these regions may have an adverse effect on our
business, results of operations and financial condition.
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We may face difficulties in providing end-to-end business solutions for our clients, which could lead to clients discontinuing their work with
us, which in turn could harm our business.

Over the past several years, we have been expanding the nature and scope of our engagements by extending the breadth of services we offer. The
success of some of our newer service offerings, such as operations and business process consulting, IT consulting, business process
management, systems integration and infrastructure management, depends, in part, upon continued demand for such services by our existing and
new clients and our ability to meet this demand in a cost-competitive and effective manner. In addition, our ability to effectively offer a wider
breadth of end-to-end business solutions depends on our ability to attract existing or new clients to these service offerings. To obtain
engagements for our end-to-end solutions, we also are more likely to compete with large, well-established international consulting firms as well
as other India-based technology services companies, resulting in increased competition and marketing costs. Accordingly, our new service
offerings may not effectively meet client needs and we may be unable to attract existing and new clients to these service offerings.

The increased breadth of our service offerings may result in larger and more complex client projects. This will require us to establish closer
relationships with our clients and potentially with other technology service providers and vendors, and require a more thorough understanding of
our client s operations. Our ability to establish these relationships will depend on a number of factors including the proficiency of our technology
professionals and our management personnel.

Larger projects often involve multiple components, engagements or stages, and a client may choose not to retain us for additional stages or may
cancel or delay additional planned engagements. These terminations, cancellations or delays may result from the business or financial condition
of our clients or the economy generally, as opposed to factors related to the quality of our services. Cancellations or delays make it difficult to
plan for project resource requirements, and resource planning inaccuracies may have a negative impact on our profitability.

Intense competition in the market for technology services could affect our cost advantages, which could reduce our share of business from
clients and decrease our revenues.

The technology services market is highly competitive. Our competitors include large consulting firms, captive divisions of large multinational
technology firms, infrastructure management services firms, Indian technology services firms, software companies and in-house IT departments
of large corporations.

The technology services industry is experiencing rapid changes that are affecting the competitive landscape, including recent divestitures and
acquisitions that have resulted in consolidation within the industry. These changes may result in larger competitors with significant resources. In
addition, some of our competitors have added or announced plans to add cost-competitive offshore capabilities to their service offerings. These
competitors may be able to offer their services using the offshore and onsite model more efficiently than we can. Many of these competitors are
also substantially larger than us and have significant experience with international operations. We may face competition from these competitors
in countries where we currently operate, as well as in countries in which we expect to expand our operations. We also expect additional
competition from technology services firms with current operations in other countries, such as China and the Philippines. Many of our
competitors have significantly greater financial, technical and marketing resources, generate greater revenues, have more extensive existing
client relationships and technology partners and have greater brand recognition than we do. We may be unable to compete successfully against
these competitors, or may lose clients to these competitors. Additionally, we believe that our ability to compete also depends in part on factors
outside our control, such as the price at which our competitors offer comparable services, and the extent of our competitors responsiveness to
their clients needs.
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QOur revenues are highly dependent upon a small number of clients, and the loss of any one of our major clients could significantly impact
our business.

We have historically earned, and believe that in the future we will continue to earn, a significant portion of our revenues from a limited number
of corporate clients. In fiscal 2005 and 2004, our largest client accounted for
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5.5% and 5.0% of our total revenues, and our five largest clients together accounted for 21.0% and 22.6% of our total revenues. The volume of
work we perform for specific clients is likely to vary from year to year, particularly since we historically have not been the exclusive external
technology services provider for our clients. Thus, a major client in one year may not provide the same level of revenues in a subsequent year.
However, in any given year, a limited number of clients tend to contribute a significant portion of our revenues.

There are a number of factors, other than our performance, that could cause the loss of a client and that may not be predictable. In certain cases,
we have significantly reduced the services provided to a client when the client either changed its outsourcing strategy by moving more work
in-house or replaced its existing software with packaged software supported by the licensor. Reduced technology spending in response to a
challenging economic or competitive environment may also result in our loss of a client. If we lose one of our major clients or one of our major
clients significantly reduces its volume of business with us, our revenues and profitability could be reduced.

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

In fiscal 2005 and 2004, approximately 64.2% and 70.0% of our revenues were derived from the United States. For the same periods, we earned
34.5% and 36.6% of our revenues from the financial services industry, and 14.5% and 14.8% from the manufacturing industry. If the current
economic recovery in the United States does not continue, our clients may reduce or postpone their technology spending significantly, which
may in turn lower the demand for our services and negatively affect our revenues and profitability. Further, any significant decrease in the
growth of the financial services industry, or significant consolidation in that industry or decrease in growth or consolidation in other industry
segments on which we focus, may reduce the demand for our services and negatively affect our revenues and profitability.

Our revenues could be significantly affected if the governments in geographies in which we operate restrict companies from outsourcing
work to non-domestic corporations.

Recently, some countries and organizations have expressed concerns about a perceived association between offshore outsourcing and the loss of
jobs. In the United States, in particular, there has been increasing political and media attention following the growth of offshore outsourcing.
Any changes to existing laws or the enactment of new legislation restricting offshore outsourcing may adversely impact our ability to do
business in the United States, which is the largest market for our services. In the last two years, some U.S. states have proposed legislation
restricting government agencies from outsourcing their back office processes and IT solutions work to companies outside the United States or
have enacted laws that limit or discourage such outsourcing. Such laws restrict our ability to do business with U.S. government-related entities.
It is also possible that U.S. private sector companies working with these governmental entities may be restricted from outsourcing projects
related to government contracts or may face disincentives if they outsource certain operations. Any of these events could adversely affect our
revenues and operating profitability.

Our success depends in large part upon our highly skilled technology professionals and our ability to attract and retain these personnel.

Our ability to execute projects and to obtain new clients depends largely on our ability to attract, train, motivate and retain highly skilled
technology professionals, particularly project managers and other mid-level professionals. If we cannot hire and retain additional qualified
personnel, our ability to bid for and obtain new projects, and to continue to expand our business will be impaired and our revenues could decline.
We believe that there is significant worldwide competition for technology professionals with the skills necessary to perform the services we
offer. In 2004 and 2005, hiring in India by technology companies increased significantly. Excluding Progeon and our other subsidiaries, we
added approximately 8,000 and 8,800 new jobs, net of attrition, in fiscal

Table of Contents 22



Table of Contents

Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

23



Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

Table of Conten

2004 and 2005. Increased demand for technology professionals has also led to an increase in attrition rates. We estimate the attrition rate in the
Indian technology services industry, which excludes the business process management industry, to be approximately 20% annually, with our
comparable attrition rate in fiscal 2004 and 2005 being 10.5% and 9.7%, respectively, without accounting for attrition in Progeon or our other
subsidiaries. We may not be able to hire and retain enough skilled and experienced technology professionals to replace those who leave.
Additionally, we may not be able to redeploy and retrain our technology professionals to keep pace with continuing changes in technology,
evolving standards and changing client preferences. Also, the suspension of stock option grants under our employee stock option plans could
have an adverse impact on employee retention. Our inability to attract and retain technology professionals may have a material adverse effect on
our business, results of operations and financial condition.

We currently have operations, including a development center, in Pune in the State of Maharashtra, India. Recently, the Maharashtra state
government introduced legislation requiring that certain employers in the State give preferential hiring treatment to various under-represented
groups resident within the State. The quality of our work force is critical to our business. If the legislation becomes effective, our ability to hire
the most highly qualified technology professionals in the State of Maharashtra may be hindered.

Our success depends in large part upon our management team and key personnel and our ability to attract and retain them.

We are highly dependent on the senior members of our management team, including the continued efforts of our Chairman, our Chief Executive
Officer, our Chief Operating Officer, our Chief Financial Officer, other executive members of the board and the management council, which
consists of executive and other officers. Our future performance will be affected by any disruptions in the continued service of these persons. We
do not maintain key man life insurance for any of the senior members of our management team or other key personnel. Competition for senior
management in our industry is intense, and we may not be able to retain such senior management personnel or attract and retain new senior
management personnel in the future. The loss of any member of our senior management or other key personnel may have a material adverse
effect on our business, results of operations and financial condition.

Our failure to complete fixed-price, fixed-timeframe contracts within budget and on time may negatively affect our profitability.

As an element of our business strategy, we offer a portion of our services on a fixed-price, fixed-timeframe basis, rather than on a
time-and-materials basis. In fiscal 2005 and 2004, revenues from fixed-price, fixed-timeframe projects accounted for 30.0% and 33.7% of our
total services revenues. Although we use our software engineering methodologies and processes and past project experience to reduce the risks
associated with estimating, planning and performing fixed-price, fixed-timeframe projects, we bear the risk of cost overruns, completion delays
and wage inflation in connection with these projects. If we fail to estimate accurately the resources and time required for a project, future wage
inflation rates, or currency exchange rates, or if we fail to complete our contractual obligations within the contracted timeframe, our profitability
may suffer.

Our client contracts can typically be terminated without cause and with little or no notice or penalty, which could negatively impact our
revenues and profitability.

Our clients typically retain us on a non-exclusive, project-by-project basis. Most of our client contracts, including those that are on a fixed-price,
fixed-timeframe basis, can be terminated with or without cause, with between zero and 90 days notice and without any termination-related
penalties. Additionally, our contracts with clients are typically limited to discrete projects without any commitment to a specific volume of
business or future work. Our business is dependent on the decisions and actions of our clients, and there are a number of factors relating to our
clients that are outside our control which might lead to termination of a project or the loss of a client, including:
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a change in strategic priorities, resulting in a reduced level of technology spending;

a demand for price reductions;

a change in outsourcing strategy by moving more work to the client s in-house technology departments or to our competitors; and

the replacement by our clients of existing software with packaged software supported by licensors.

Our inability to control the termination of client contracts could have a negative impact on our financial condition and results of operations.

Our client contracts are often conditioned upon our performance, which, if unsatisfactory, could result in less revenue than previously
anticipated.

A number of our contracts have incentive-based or other pricing terms that condition some or all of our fees on our ability to meet defined
performance goals or service levels. Our failure to meet these goals or a client s expectations in such performance-based contracts may result in a
less profitable or an unprofitable engagement.

Some of our long-term client contracts contain benchmarking provisions which, if triggered, could result in lower future revenues and
profitability under the contract.

As the size and duration of our client engagements increases, clients may require benchmarking provisions. Benchmarking provisions allow a
customer in certain circumstances to request a benchmark study prepared by an agreed upon third-party comparing our pricing, performance and
efficiency gains for delivered contract services to that of an agreed upon list of other service providers for comparable services. Based on the
results of the benchmark study and depending on the reasons for any unfavorable variance, we may be required to reduce the pricing for future
services to be performed under the balance of the contract, which could have an adverse impact on our revenues and profitability.

Our business will suffer if we fail to anticipate and develop new services and enhance existing services in order to keep pace with rapid
changes in technology and the industries on which we focus.

The technology services market is characterized by rapid technological change, evolving industry standards, changing client preferences and
new product and service introductions. Our future success will depend on our ability to anticipate these advances and develop new product and
service offerings to meet client needs. We may fail to anticipate or respond to these advances in a timely basis, or, if we do respond, the services
or technologies we develop may not be successful in the marketplace. Further, products, services or technologies that are developed by our
competitors may render our services non-competitive or obsolete.

Compliance with new and changing corporate governance and public disclosure requirements adds uncertainty to our compliance policies
and increases our costs of compliance.
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Changing laws, regulations and standards relating to accounting, corporate governance and public disclosure, including the Sarbanes-Oxley Act
of 2002, new SEC regulations, Nasdaq National Market rules, Securities and Exchange Board of India rules, and Indian stock market listing
regulations are creating uncertainty for companies like ours. These new or changed laws, regulations and standards may lack specificity and are
subject to varying interpretations. Their application in practice may evolve over time as new guidance is provided by regulatory and governing
bodies. This could result in continuing uncertainty regarding compliance matters and higher costs of compliance as a result of ongoing revisions
to such governance standards.

In particular, our efforts to comply with Section 404 of the Sarbanes-Oxley Act of 2002 and the related regulations regarding our required
assessment of our internal controls over financial reporting and our external auditors audit of that assessment requires the commitment of
significant financial and managerial resources. We
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have formed an internal control steering committee, engaged outside consultants and adopted a detailed project work plan to assess the adequacy
of our internal controls over financial reporting, remediate any control deficiencies that may be identified, and validate through testing that our
controls are functioning as documented. Our independent auditors may be unable to issue unqualified attestation reports on management s
assessment on the operating effectiveness of our internal controls over financial reporting.

We are committed to maintaining high standards of corporate governance and public disclosure, and our efforts to comply with evolving laws,
regulations and standards in this regard have resulted in, and are likely to continue to result in, increased general and administrative expenses
and a diversion of management time and attention from revenue-generating activities to compliance activities. In addition, the new laws,
regulations and standards regarding corporate governance may make it more difficult for us to obtain director and officer liability insurance.
Further, our board members, Chief Executive Officer, and Chief Financial Officer could face an increased risk of personal liability in connection
with their performance of duties. As a result, we may face difficulties attracting and retaining qualified board members and executive officers,
which could harm our business. If we fail to comply with new or changed laws or regulations and standards differ, our business and reputation
may be harmed.

Disruptions in telecommunications, system failures, or virus attacks could harm our ability to execute our Global Delivery Model, which
could result in client dissatisfaction and a reduction of our revenues.

A significant element of our distributed project management methodology, which we refer to as our Global Delivery Model, is to continue to
leverage and expand our global development centers. We currently have 33 global development centers located in various countries around the
world. Our global development centers are linked with a telecommunications network architecture that uses multiple service providers and
various satellite and optical links with alternate routing. We may not be able to maintain active voice and data communications between our
various global development centers and between our global development centers and our clients sites at all times due to disruptions in these
networks, system failures or virus attacks. Any significant failure in our ability to communicate could result in a disruption in business, which
could hinder our performance or our ability to complete client projects on time. This, in turn, could lead to client dissatisfaction and a material
adverse effect on our business, results of operations and financial condition.

We may be liable to our clients for damages caused by disclosure of confidential information or system failures.

We are often required to collect and store sensitive or confidential client and customer data. Many of our client agreements do not limit our
potential liability for breaches of confidentiality. If any person, including any of our employees, penetrates our network security or
misappropriates sensitive data, we could be subject to significant liability from our clients or from our clients customers for breaching
contractual confidentiality provisions or privacy laws. Unauthorized disclosure of sensitive or confidential client and customer data, whether
through breach of our computer systems, systems failure or otherwise, could damage our reputation and cause us to lose clients.

Many of our contracts involve projects that are critical to the operations of our clients businesses, and provide benefits which may be difficult to
quantify. Any failure in a client s system or breaches of security could result in a claim for substantial damages against us, regardless of our
responsibility for such failure. Although we attempt to limit our contractual liability for consequential damages in rendering our services, these
limitations on liability may be unenforceable in some cases, or may be insufficient to protect us from liability for damages. We maintain general
liability insurance coverage, including coverage for errors or omissions, however, this coverage may not continue to be available on reasonable
terms and may be unavailable in sufficient amounts to cover one or more large claims. Also an insurer might disclaim coverage as to any future
claim. A successful assertion of one or more large claims against us that exceeds our available insurance coverage or changes in our insurance
policies, including premium increases or the imposition of a large deductible or co-insurance requirement, could adversely affect our operating
results.

Table of Contents 28



Table of Contents

Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

12

29



Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

Table of Conten

We are investing substantial cash assets in new facilities and physical infrastructure, and our profitability could be reduced if our business
does not grow proportionately.

As of March 31, 2005, we had contractual commitments of approximately $63 million for capital expenditures. We may encounter cost overruns
or project delays in connection with new facilities. These expansions may increase our fixed costs. If we are unable to grow our business and
revenues proportionately, our profitability will be reduced.

We may be unable to recoup our investment costs to develop our software products.

In fiscal 2005 and 2004, we earned 3.0% and 2.8% of our total revenue from the sale of software products. The development of our software
products requires significant investments. The markets for our primary suite of software products that we call Finacle® are competitive. Our
current software products or any new software products that we develop may not be commercially successful and the costs of developing such
new software products may not be recouped. Since software product revenues typically occur in periods subsequent to the periods in which the
costs are incurred for the development of such software products, delayed revenues may cause periodic fluctuations in our operating results.

Our insiders are significant shareholders, may control the election of our board and may have interests which conflict with those of our
other shareholders or holders of our ADSs.

Our executive officers and directors, together with members of their immediate families, beneficially owned, in the aggregate, 22.2% of our
issued equity shares as of March 31, 2005. As a result, acting together, this group has the ability to exercise significant control over most matters
requiring our shareholders approval, including the election and removal of directors and significant corporate transactions.

We may engage in acquisitions, strategic investments, strategic partnerships or alliances or other ventures that may or may not be successful.

We may acquire or make strategic investments in complementary businesses, technologies, services or products, or enter into strategic
partnerships or alliances with third parties in order to enhance our business. For example, we recently acquired Infosys Australia, established
Infosys China and established Infosys Consulting in the United States. It is possible that we may not identify suitable acquisitions, candidates for
strategic investment or strategic partnerships, or if we do identify suitable candidates, we may not complete those transactions on terms
commercially acceptable to us, or at all. The inability to identify suitable acquisition targets or investments or the inability to complete such
transactions may affect our competitiveness and our growth prospects.

If we acquire a company, we could have difficulty in assimilating that company s personnel, operations, technology and software. In addition, the
key personnel of the acquired company may decide not to work for us. These difficulties could disrupt our ongoing business, distract our
management and employees and increase our expenses. As of the date of this prospectus, we have no agreements to enter into any material
acquisition, investment, partnership, joint venture or alliance.

Table of Contents 30



Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

We may make strategic investments in early-stage technology start-up companies in order to gain experience in or exploit niche technologies.
However, our investments may not be successful. For example, in fiscal 2004, we made loss provisions of $2 million related to these
investments. The lack of profitability of any of our investments could have a material adverse effect on our operating results.
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Our earnings will be adversely affected once we change our accounting policies with respect to the expensing of stock options.

We do not currently deduct the expense of employee stock option grants from our income based on the fair value method. We have adopted the
pro forma disclosure provisions of SFAS No. 123, Accounting for Stock-Based Compensation. In December 2004, the Financial Accounting
Standards Board issued FASB Statement No. 123 (revised 2004), Share-Based Payment requiring companies to change their accounting policies
to record the fair value of stock options issued to employees as an expense. The unamortized stock compensation expense as of March 31, 2005
as determined under the fair value method is approximately $15 million. Pursuant to the Securities and Exchange Commission Release No.
33-8568, we are required to adopt SFAS 123R from April 1, 2006. The change in the standard will adversely affect our operating results if we
make any future grants. However, had compensation cost for our stock-based compensation plan been determined in a manner consistent with
the existing fair value approach described in SFAS No. 123, our net income as reported would have been reduced to the pro forma amounts of
approximately $393 million, $223 million and $138 million in fiscal 2003, fiscal 2004 and fiscal 2003.

Risks Related to Investments in Indian Companies and International Operations Generally

Our net income would decrease if the Government of India reduces or withdraws tax benefits and other incentives it provides to us or
otherwise changes its tax policies in a manner that is adverse to us.

Currently, the Government of India provides tax benefits to companies that export software from specially designated software technology parks
in India. These tax benefits include a 10-year tax holiday from Indian corporate income taxes. Currently, we benefit from the 10-year tax holiday
on Indian corporate income taxes for the operation of most of our Indian facilities, and as a result, our operations have been subject to relatively
low tax liabilities. These tax incentives resulted in a decrease in our income tax expense of $126 million and $78 million for fiscal 2005 and
2004 compared to the effective tax rates that we estimate would have applied if these incentives had not been available.

The Finance Act, 2000 phases out the 10-year tax holiday, such that it is available only until the earlier of fiscal year 2009 or 10 years after the
commencement of a company s undertaking. When our tax holidays expire or terminate, our tax expense will materially increase, reducing our
profitability.

In addition, the Finance Minister of India has recently proposed a fringe benefits tax that would be levied on employers. Under this fringe
benefits tax, employers would be required to pay a tax of 30% (exclusive of applicable surcharge and cess) on the taxable value of the fringe
benefits or privileges that are provided or deemed to be provided to employees on a collective, rather than individual, basis. In the event that the
Government of India adopts this tax scheme, or any similar proposal, our expenses may increase, and this could adversely affect our
profitability.

Wage pressures in India may prevent us from sustaining our competitive advantage and may reduce our profit margins.

Wage costs in India have historically been significantly lower than wage costs in the United States and Europe for comparably skilled
professionals, which has been one of our competitive strengths. However, wage increases in India may prevent us from sustaining this
competitive advantage and may negatively affect our profit margins. Wages in India are increasing at a faster rate than in the United States,
which could result in increased costs for technology professionals, particularly project managers and other mid-level professionals. In addition,
India has shown the highest average wage increases in the Asia-Pacific region in 2004, particularly in the technology sector. We may need to
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increase the levels of our employee compensation more rapidly than in the past to remain competitive with other employers, or seek to recruit in
other low labor cost jurisdictions to keep our wage costs low. Compensation increases may result in a material adverse effect on our business,
results of operations and financial condition.
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Terrorist attacks or a war could adversely affect our business, results of operations and financial condition.

Terrorist attacks, such as the attacks of September 11, 2001 in the United States and other acts of violence or war, such as the continuing conflict
in Iraq, have the potential to have a direct impact on our clients. To the extent that such attacks affect or involve the United States, our business
may be significantly impacted, as the majority of our revenues are derived from clients located in the United States. In addition, such attacks
may make travel more difficult, may make it more difficult to obtain work visas for many of our technology professionals who are required to
work in the United States, and may effectively curtail our ability to deliver our services to our clients. Such obstacles to business may increase
our expenses and negatively affect the results of our operations. Many of our clients, in particular for our newer services, such as business
process management and infrastructure management services, visit several technology services firms prior to reaching a decision on vendor
selection. Terrorist threats, attacks or war could make travel more difficult and delay, postpone or cancel decisions to use our services.

Regional conflicts in South Asia could adversely affect the Indian economy, disrupt our operations and cause our business to suffer.

South Asia has from time to time experienced instances of civil unrest and hostilities among neighboring countries, including between India and
Pakistan. In recent years there have been military confrontations between India and Pakistan that have occurred in the region of Kashmir and
along the India-Pakistan border. Military activity or terrorist attacks in the future could influence the Indian economy by disrupting
communications and making travel more difficult and such political tensions could create a greater perception that investments in Indian
companies involve higher degrees of risk. This, in turn, could have a material adverse effect on the market for securities of Indian companies,
including our equity shares and our ADSs, and on the market for our services.

Restrictions on immigration may affect our ability to compete for and provide services to clients in the United States, which could hamper
our growth and cause our revenues to decline.

The vast majority of our employees are Indian nationals. Most of our projects require a portion of the work to be completed at the client s
location. The ability of our technology professionals to work in the United States, Europe and in other countries depends on the ability to obtain
the necessary visas and work permits. As of March 31, 2005, the majority of our technology professionals in the United States held either H-1B
visas (approximately 4,350 persons, not including Progeon employees or employees of our wholly owned subsidiaries), allowing the employee
to remain in the United States during the term of the work permit and work as long as he or she remains an employee of the sponsoring firm, or
L-1 visas (approximately 700 persons, not including Progeon employees or employees of our wholly owned subsidiaries), allowing the
employee to stay in the United States only temporarily. Although there is no limit to new L-1 visas, there is a limit to the aggregate number of
new H-1B visas that the U.S. Citizenship and Immigration Services, or CIS, may approve in any government fiscal year. In 2000, the United
States temporarily increased the annual limit for H-1B visas to 195,000, however, this increase expired in 2003 and the limit was returned to
65,000 annually. In November 2004, the United States Congress passed a measure that would increase the number of available H-1B visas for
2004 to 85,000. This legislation increases the H1-B visa quota by approximately 20,000 visas but these visas are only available to skilled
workers who possess a Master s or higher degree from educational institutions in the United States. The increase is expected to be fully utilized.
Further, in response to the terrorist attacks in the United States, the CIS has increased its level of scrutiny in granting new visas. This may, in the
future, also lead to limits on the number of L-1 visas granted. The recent 2005 Appropriations Bill further precludes foreign companies from
obtaining L-1 visas for employees with specialized knowledge: (1) if such employees will be stationed primarily at the worksite of another
company in the U.S. and the employee will not be controlled and supervised by his employer, or (2) if the placement is essentially an
arrangement to provide labor for hire rather than in connection with the employee s specialized knowledge. Immigration laws in the United
States may also require us to meet certain levels of compensation, and to comply with other legal requirements, including labor certifications, as
a condition to obtaining or maintaining work visas for our technology professionals working in the United States.
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Immigration laws in the United States and in other countries are subject to legislative change, as well as to variations in standards of application
and enforcement due to political forces and economic conditions. It is difficult to predict the political and economic events that could affect
immigration laws, or the restrictive impact they could have on obtaining or monitoring work visas for our technology professionals. Our reliance
on work visas for a significant number of technology professionals makes us particularly vulnerable to such changes and variations as it affects
our ability to staff projects with technology professionals who are not citizens of the country where the work is to be performed. As a result, we
may not be able to obtain a sufficient number of visas for our technology professionals or may encounter delays or additional costs in obtaining
or maintaining the conditions of such visas.

Changes in the policies of the Government of India or political instability could delay the further liberalization of the Indian economy and
adversely affect economic conditions in India generally, which could impact our business and prospects.

Since 1991, successive Indian governments have pursued policies of economic liberalization, including significantly relaxing restrictions on the
private sector. Nevertheless, the role of the Indian central and state governments in the Indian economy as producers, consumers and regulators
has remained significant. The current Government of India, formed in May 2004, has announced policies and taken initiatives that support the
continued economic liberalization policies pursued by previous governments. However, these liberalization policies may not continue in the
future. The rate of economic liberalization could change, and specific laws and policies affecting technology companies, foreign investment,
currency exchange and other matters affecting investment in our securities could change as well. A significant change in India s economic
liberalization and deregulation policies could adversely affect business and economic conditions in India generally, and our business in
particular.

Political instability could also delay the reform of the Indian economy and could have a material adverse effect on the market for securities of
Indian companies, including our equity shares and our ADSs, and on the market for our services.

Currency fluctuations may affect the value of our ADSs.

Our functional currency is the Indian rupee although we transact a major portion of our business in several currencies and accordingly face
foreign currency exposure through our sales in the United States and elsewhere and purchases from overseas suppliers in dollars. Historically,
we have held a substantial majority of our cash funds in rupees. Accordingly, changes in exchange rates may have a material adverse effect on
our revenues, other income, cost of services sold, gross margin and net income, which may in turn have a negative impact on our business,
operating results and financial condition. The exchange rate between the rupee and the dollar has changed substantially in recent years and may
fluctuate substantially in the future. We 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 Indian rupees. Consequently, the results of our operations are adversely affected as the rupee appreciates against the dollar.

We have sought to reduce the effect of exchange rate fluctuations on our operating results by purchasing derivative instruments such as foreign
exchange forward contracts to cover a portion of outstanding accounts receivable. As of March 31, 2005 and March 31, 2004, we had
outstanding forward contracts in the amount of $353 million and $149 million. This increase is primarily attributable to our decision to actively
hedge our foreign currency exposure given the recent volatility of the Indian rupee against the U.S. dollar. We may not purchase derivative
instruments adequate to insulate ourselves from foreign currency exchange risks. Additionally, the policies of the Reserve Bank of India may
change from time to time which may limit our ability to hedge our foreign currency exposures adequately.
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Fluctuations in the exchange rate between the rupee and the dollar will also affect the dollar conversion by Deutsche Bank Trust Company
Americas, the Depositary, of any cash dividends paid in rupees on the equity shares represented by the ADSs. In addition, these fluctuations will
affect the dollar equivalent of the rupee price of equity shares on the Indian stock exchanges and, as a result, the prices of our ADSs in the
United States, as well as the dollar value of the proceeds a holder would receive upon the sale in India of any equity shares withdrawn from the
Depositary under the Depositary Agreement. Holders may not be able to convert rupee proceeds into dollars or any other currency, and there is
no guarantee of the rate at which any such conversion will occur, if at all.

Our international expansion plans subject us to risks inherent in doing business internationally.

Currently, we have global development centers in nine countries around the world, with our largest development centers located in India. We
have recently established or intend to establish new development facilities, potentially in Southeast Asia, Africa, Latin America and Europe. In
October 2003, we established Infosys China and in January 2004 we acquired Infosys Australia to expand our operations in those countries. In
April 2004, we formed Infosys Consulting to focus on consulting services in the United States. Because of our limited experience with facilities
outside of India, we are subject to additional risks related to our international expansion strategy, including risks related to complying with a
wide variety of national and local laws, restrictions on the import and export of certain technologies and multiple and possibly overlapping tax
structures. In addition, we may face competition in other countries from companies that may have more experience with operations in such
countries or with international operations generally. We may also face difficulties integrating new facilities in different countries into our
existing operations, as well as integrating employees that we hire in different countries into our existing corporate culture. As an international
company, our offshore and onsite operations may be impacted by disease, health epidemics and local political instability. Our international
expansion plans may not be successful and we may not be able to compete effectively in other countries.

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

We are incorporated under the laws of India and many of our directors and executive officers reside outside the United States. Additionally, we
believe that most of the selling shareholders who are participating in this offering reside outside of the United States. Virtually all of our assets
and the assets of many of these persons are located outside the United States. As a result, you may be unable to effect service of process upon us
outside India or upon such persons outside their jurisdiction of residence. In addition, you may be unable to enforce judgments against us in
courts outside of India, or against these persons outside the jurisdiction of their residence, if such judgments are obtained in courts of the United
States, including judgments predicated solely upon the federal securities laws of the United States.

The United States and India do not currently have a treaty providing for reciprocal recognition and enforcement of judgments (other than
arbitration awards) in civil and commercial matters. Therefore, a final judgment for the payment of money rendered by any federal or state court
in the United States on civil liability, whether or not predicated solely upon the federal securities laws of the United States, would not be
enforceable in India. However, the party in whose favor such final judgment is rendered may bring a new suit in a competent court in India
based on a final judgment that has been obtained in the United States. The suit must be brought in India within three years from the date of the
judgment in the same manner as any other suit filed to enforce a civil liability in India. It is unlikely that a court in India would award damages
on the same basis as a foreign court if an action is brought in India. Furthermore, it is unlikely that an Indian court would enforce foreign
judgments if it viewed the amount of damages awarded as excessive or inconsistent with Indian practice. A party seeking to enforce a foreign
judgment in India is required to obtain approval from the Reserve Bank of India under the Foreign Exchange Management Act, 1999, to execute
such a judgment or to repatriate any amount recovered.
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The laws of India do not protect intellectual property rights to the same extent as those of the United States, and we may be unsuccessful in
protecting our intellectual property rights. We may also be subject to third party claims of intellectual property infringement.

We rely on a combination of patent, copyright, trademark and design laws, trade secrets, confidentiality procedures and contractual provisions to
protect our intellectual property. However, the laws of India do not protect proprietary rights to the same extent as laws in the United States.
Therefore, our efforts to protect our intellectual property may not be adequate. Our competitors may independently develop similar technology
or duplicate our products or services. Unauthorized parties may infringe upon or misappropriate our products, services or proprietary
information.

The misappropriation or duplication of our intellectual property could disrupt our ongoing business, distract our management and employees,
reduce our revenues and increase our expenses. We may need to litigate to enforce our intellectual property rights or to determine the validity
and scope of the proprietary rights of others. Any such litigation could be time consuming and costly. For instance, on September 9, 2004 the
Intellectual Property Appellate Board of India, or IPAB, upheld an application made by an infringer of the INFOSYS trademark, Jupiter
International Limited (formerly called Jupiter Infosys Limited), and ordered the cancellation of our registration of the INFOSYS trademark in
certain protected intellectual property classes. We moved a Special Leave Petition before the Supreme Court of India to stay the order of the
IPAB. On October 12, 2004, the Supreme Court of India stayed the order of the [PAB temporarily. On March 11, 2005, Jupiter filed a response
and we filed a rejoinder on May 9, 2005. The matter has been listed for hearing before the Supreme Court of India. Based on our present
knowledge, we believe that we will prevail in this action and that the action will not have any material impact on our results of operations or
financial position. As the number of patents, copyrights and other intellectual property rights in our industry increases, and as the coverage of
these rights increase, we believe that companies in our industry will face more frequent infringement claims. Defense against these claims, even
if not meritorious, could be expensive and divert our attention and resources from operating our company.

Although there are currently no material pending or threatened intellectual property claims against us, infringement claims may be asserted
against us in the future. However, if we become liable to third parties for infringing their intellectual property rights, we could be required to pay
a substantial damage award and be forced to develop non-infringing technology, obtain a license or cease selling the applications or products
that contain the infringing technology. We may be unable to develop non-infringing technology or to obtain a license on commercially
reasonable terms, or at all.

Our ability to acquire companies organized outside India depends on the approval of the Government of India and/or the Reserve Bank of
India and failure to obtain this approval could negatively impact our business.

Generally, the Reserve Bank of India must approve any acquisition by us of any company organized outside of India. The Reserve Bank of India
has recently permitted acquisitions of companies organized outside of India by an Indian party without approval in the following circumstances:

if the transaction consideration is paid in cash, the transaction value does not exceed 100% of the net worth of the acquiring company
as on the date of the latest audited balance sheet, or unless the acquisition is funded with the acquiring company s existing foreign
currency accounts or with cash proceeds from the issue of ADRs/GDRs; or

if the transaction consideration is paid in stock (i.e. by issue of ADRs/GDRs) the transaction value does not exceed ten times the
acquiring company s previous fiscal year s export earnings.
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It is possible that any required approval from the Reserve Bank of India and the Ministry of Finance of the Government of India or any other
government agency may not be obtained. Our failure to obtain approvals for acquisitions of companies organized outside India may restrict our
international growth, which could negatively affect our business and prospects.
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Indian laws limit our ability to raise capital outside India and may limit the ability of others to acquire us, which could prevent us from
operating our business or entering into a transaction that is in the best interests of our shareholders.

Indian law relating to foreign exchange management constrains our ability to raise capital outside India through the issuance of equity or
convertible debt securities. Generally, any foreign investment in, or acquisition of, an Indian company, subject to certain exceptions, requires
approval from relevant government authorities in India, including the Reserve Bank of India. There are, however, certain exceptions to this
approval requirement for technology companies on which we are able to rely. Changes to such policies may create restrictions on our capital
raising abilities. For example, a limit on the foreign equity ownership of Indian technology companies may constrain our ability to seek and
obtain additional equity investment by foreign investors. In addition, these restrictions, if applied to us, may prevent us from entering into certain
transactions, such as an acquisition by a non-Indian company, which might otherwise be beneficial for us and the holders of our equity shares
and ADSs.

Additionally, under current Indian law, the sale of a technology services company can result in the loss of the tax benefits for specially designed
software technology parks in India. The potential loss of this tax benefit may discourage others from acquiring us or entering into a transaction
with us that is in the best interest of our shareholders.

Risks Related to the ADSs and This Offering

Historically, our ADSs have traded at a significant premium to the trading prices of our underlying equity shares, a situation which may not
continue.

Historically, our ADSs have traded on Nasdaq at a substantial premium to the trading prices of our underlying equity shares on the Indian stock
exchanges. Please see the section entitled Market Price Information for the underlying data. We believe that this price premium has resulted
from the relatively small portion of our market capitalization previously represented by ADSs, restrictions imposed by Indian law on the
conversion of equity shares into ADSs, and an apparent preference of some investors to trade dollar-denominated securities. The completion of
the transactions described in this prospectus will significantly increase the number of our outstanding ADSs. Also, over time, some of the
restrictions on the issuance of ADSs imposed by Indian law have been relaxed and we expect that other restrictions may be relaxed in the future.
As a result, the historical premium enjoyed by ADSs as compared to equity shares may be reduced or eliminated due to this offering or similar
transactions in the future, a change in Indian law permitting further conversion of equity shares into ADSs or changes in investor preferences.

Sales of our equity shares by the selling shareholders may adversely affect the prices of our equity shares and the ADSs.

Sales of substantial amounts of our equity shares, including sales by our insiders, in the public market, or the perception that such sales may
occur, could adversely affect the prevailing market price of our equity shares or the ADSs or our ability to raise capital through an offering of
our securities. In the future, we may also sponsor the sale of shares currently held by some of our shareholders, or issue new shares. We can
make no prediction as to the timing of any such sales or the effect, if any, that future sales of our equity shares, or the availability of our equity
shares for future sale, will have on the market price of our equity shares or ADSs prevailing from time to time.

An active or liquid trading market for our ADSs is not assured.
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While this offering will increase the number of our ADSs publicly trading in the United States, an active, liquid trading market for our ADSs
may not be maintained in the long term. Loss of liquidity could increase the price volatility of our ADSs.
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Indian law imposes certain restrictions that limit a holder s ability to transfer the equity shares obtained upon conversion of ADSs and
repatriate the proceeds of such transfer which may cause our ADSs to trade at a premium or discount to the market price of our equity
shares.

Under certain circumstances, the Reserve Bank of India must approve the sale of equity shares underlying ADSs by a non-resident of India to a
resident of India. The Reserve Bank of India has given general permission to effect sales of existing shares or convertible debentures of an
Indian company by a resident to a non-resident, subject to certain conditions, including the price at which the shares may be sold. Additionally,
except under certain limited circumstances, if an investor seeks to convert the rupee proceeds from a sale of equity shares in India into foreign
currency and then repatriate that foreign currency from India, he or she will have to obtain Reserve Bank of India approval for each such
transaction. Required approval from the Reserve Bank of India or any other government agency may not be obtained on terms favorable to a
non-resident investor or at all.

An investor in our ADSs may not be able to exercise preemptive rights for additional shares and may thereby suffer dilution of his or her
equity interest in us.

Under the Companies Act, 1956, or the Indian Companies Act, a company incorporated in India must offer its holders of equity shares
preemptive rights to subscribe and pay for a proportionate number of shares to maintain their existing ownership percentages prior to the
issuance of any new equity shares, unless such preemptive rights have been waived by three-fourths of the shares voting on the resolution to
waive such rights. Holders of ADSs may be unable to exercise preemptive rights for equity shares underlying ADSs unless a registration
statement under the Securities Act is effective with respect to such rights or an exemption from the registration requirements of the Securities
Act is available. We are not obligated to prepare and file such a registration statement and our decision to do so will depend on the costs and
potential liabilities associated with any such registration statement, as well as the perceived benefits of enabling the holders of ADSs to exercise
their preemptive rights, and any other factors we consider appropriate at the time. No assurance can be given that we would file a registration
statement under these circumstances. If we issue any such securities in the future, such securities may be issued to the Depositary, which may
sell such securities for the benefit of the holders of the ADSs. There can be no assurance as to the value, if any, the Depositary would receive
upon the sale of such securities. To the extent that holders of ADSs are unable to exercise preemptive rights granted in respect of the equity
shares represented by their ADSs, their proportional interests in us would be reduced.

ADS holders may be restricted in their ability to exercise voting rights.

At our request, the Depositary will mail to you any notice of shareholders meeting received from us together with information explaining how to
instruct the Depositary to exercise the voting rights of the securities represented by ADSs. If the Depositary receives voting instructions from

you in time, relating to matters that have been forwarded to you, it will endeavor to vote the securities represented by your ADSs in accordance
with such voting instructions. However, the ability of the Depositary to carry out voting instructions may be limited by practical and legal
limitations and the terms of the securities on deposit. We cannot assure that you will receive voting materials in time to enable you to return
voting instructions to the Depositary in a timely manner. Securities for which no voting instructions have been received will not be voted. There
may be other communications, notices or offerings that we only make to holders of our equity shares, which will not be forwarded to holders of
ADSs. Accordingly, you may not be able to participate in all offerings, transactions or votes that are made available to holders of our equity
shares.

The size of this offering may be reduced if the potential selling shareholders choose for Indian tax reasons not to convert their equity shares
in conjunction with the offering.
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Equity share transactions which are entered into on a recognized stock exchange in India are entitled to preferential capital gains tax rates of 0%
for long-term capital gains and 10% for short term capital gains, plus applicable cess and surcharges, provided that a securities transaction tax is
paid in connection with the
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transaction. In contrast, for off-market transactions, the long-term capital gains tax rate is 10%, plus applicable cess and surcharges, and the
short-term capital gains tax rate is the taxpayer s maximum marginal rate, plus applicable cess and surcharges. It is expected that the preferential
capital gains tax rates will not extend to this secondary ADS offering since the equity shares sold in the offering are settled in an off-market
transaction. If the selling shareholders are not entitled to the preferential tax treatment or the settlement of the conversions of equity shares into
ADSs is not structured in a manner to obtain such preferential treatment, some of our equity shareholders may choose not to participate in this
offering, thereby reducing the size of this offering.
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CURRENCY OF PRESENTATION AND CERTAIN DEFINED TERMS

In this prospectus, references to U.S. or United States are to the United States of America, its territories and its possessions. References to India
are to the Republic of India. Referencesto $ or dollars or U.S. dollars are to the legal currency of the United States and references to Rs. or

rupees or Indian rupees are to the legal currency of India. Our financial statements are presented in Indian rupees and translated into U.S. dollars
and are prepared in accordance with United States Generally Accepted Accounting Principles, or U.S. GAAP. References to Indian GAAP are to
Indian Generally Accepted Accounting Principles. References to a particular fiscal year are to our fiscal year ended March 31 of such year.

All references to we, us, our, Infosys orthe Company shall mean Infosys Technologies Limited, and, unless specifically indicated otherwise
the context indicates otherwise, our consolidated subsidiaries. Infosys is a registered trademark of Infosys Technologies Limited in the United
States and India. All other trademarks or tradenames used in this prospectus are the property of their respective owners.

Except as otherwise stated in this prospectus, all translations from Indian rupees to U.S. dollars are based on the noon buying rate in the City of
New York on March 31, 2005, for cable transfers in Indian rupees as certified for customs purposes by the Federal Reserve Bank of New York
which was Rs. 43.62 per $1.00. No representation is made that the Indian rupee amounts have been, could have been or could be converted into
U.S. dollars at such a rate or any other rate. Any discrepancies in any table between totals and sums of the amounts listed are due to rounding.

ENFORCEMENT OF CIVIL LIABILITIES

Infosys is a limited liability company under the laws of India. Substantially all of our directors and executive officers and certain experts named
in this prospectus reside outside the United States, and a substantial portion of our assets and the assets of such persons are located outside the
United States. As a result, it may be difficult for investors to effect service of process upon such persons within the United States or to enforce
against us or such persons in U.S. courts judgments obtained in U.S. courts, including judgments predicated upon the civil liability provisions of
the federal securities laws of the United States.

India is not a party to any international treaty in relation to the recognition or enforcement of foreign judgments. We have been advised by our
Indian legal counsel, Crawford Bayley & Co., that in India the statutory basis for recognition of foreign judgments is found in Section 13 of the
Indian Code of Civil Procedure 1908, or the Civil Code, which provides that a foreign judgment shall be conclusive as to any matter directly
adjudicated upon except: (i) where the judgment has not been pronounced by a court of competent jurisdiction; (ii) where the judgment has not
been given on the merits of the case; (iii) where the judgment appears on the face of the proceedings to be founded on an incorrect view of
international law or a refusal to recognize the law of India in cases where such law is applicable; (iv) where the proceedings in which the
judgment was obtained were opposed to natural justice; (v) where the judgment has been obtained by fraud; or (vi) where the judgment sustains
a claim founded on a breach of any law in force in India. Section 44A of the Civil Code provides that where a foreign judgment has been
rendered by a court in any country or territory outside India which the Government of India has by notification declared to be a reciprocating
territory, it may be enforced in India by proceedings in execution as if the judgment had been rendered by the relevant court in India. The United
States has not been declared by the Government of India to be a reciprocating territory for purposes of Section 44A. Accordingly, a judgment of
a court in the United States may be enforced in India only by a suit upon the judgment, not by proceedings in execution. The suit must be
brought in India within three years from the date of the judgment in the same manner as any other suit filed to enforce a civil liability in India. It
is unlikely that a court in India would award damages on the same basis as a foreign court if an action is brought in India. Furthermore, it is
unlikely that an Indian court would enforce foreign judgments if it viewed the amount of damages awarded as excessive or inconsistent with
Indian practice. A party seeking to enforce a foreign
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judgment in India is required to obtain approval from the Reserve Bank of India under the Foreign Exchange Management Act, 1999 to execute
such a judgment or to repatriate any amount recovered. We have also been advised by our Indian counsel that a party may file suit in India
against us, our directors or our executive officers as an original action predicated upon the provisions of the federal securities laws of the United
States. To our knowledge, no such suit has ever been brought in Indian courts.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements, as defined in Section 27A of the Securities Act of 1933, as amended, and Section 21E of
the Securities Exchange Act of 1934, as amended, that are based on our current expectations, assumptions, estimates and projections about our
company and our industry. The forward-looking statements are subject to various risks and uncertainties. Generally, these forward-looking
statements can be identified by the use of forward-looking terminology such as anticipate, believe, estimate, expect, intend, will,

should, and similar expressions. Those statements include, among other things, the discussions of our business strategy and expectations
concerning our market position, future operations, margins, profitability, liquidity and capital resources. We caution you that reliance on any
forward-looking statement involves risks and uncertainties, and that although we believe that the assumptions on which our forward-looking
statements are based are reasonable, any of those assumptions could prove to be inaccurate, and, as a result, the forward-looking statements
based on those assumptions could be materially incorrect. The uncertainties in this regard include, but are not limited to, those identified in the
risk factors discussed elsewhere in this prospectus. In light of these and other uncertainties, you should not conclude that we will necessarily
achieve any plans and objectives or projected financial results referred to in any of the forward-looking statements. We do not undertake to
release the results of any revisions of these forward-looking statements to reflect future events or circumstances.

No dealer, salesperson or other person is authorized to give any information or to represent anything not contained in this prospectus. You must
not rely on any unauthorized information or representations. This prospectus is an offer to sell or solicitation of an offer to buy only the ADSs
offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The information in this prospectus is current only as
of its date.

This prospectus includes statistical data about the IT industry that comes from information published by sources including Gartner, Inc., a
provider of market information and strategic information for the IT industry, the National Association of Software and Service Companies, or
NASSCOM, an industry trade group, and Dataquest India, a trade publication for the Indian IT industry, or Dataquest. This type of data
represents only the estimates of Gartner, NASSCOM, Dataquest and other sources of industry data. In addition, although we believe that data
from these companies is generally reliable, this type of data is inherently imprecise. We caution you not to place undue reliance on this data.

The offered ADSs may not be offered or sold, directly or indirectly, in India or to any resident of India, except as permitted by
applicable Indian laws and regulations.
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USE OF PROCEEDS

All ADSs sold in the offering will be sold on behalf of the selling shareholders. We will not receive any of the proceeds from the sale of these
ADSs.

DIVIDENDS

Under Indian law, a corporation pays dividends upon a recommendation by the board of directors and approval by a majority of the
shareholders, who have the right to decrease but not increase the amount of the dividend recommended by the board of directors. Dividends may
be paid out of profits of an Indian company in the year in which the dividend is declared or out of the undistributed profits of previous fiscal
years.

In fiscal 2005 and 2004, we paid cash dividends of approximately $0.75 and $0.16 per equity share, respectively. Although we have no current
intention to discontinue dividend payments, future dividends may not be declared or paid and the amount, if any, thereof may be decreased.
Holders of ADSs will be entitled to receive dividends payable on equity shares represented by such ADSs. Cash dividends on equity shares
represented by ADSs are paid to the Depositary in Indian rupees and are generally converted by the Depositary into U.S. dollars and distributed,
net of Depositary fees, taxes, if any, and expenses, to the holders of such ADSs.

Translations from Indian rupees to U.S. dollars are based on the average of the monthly average of the noon buying rate in the City of New York
during the period for cable transfers in Indian rupees as certified for customs purposes by the Federal Reserve Bank of New York.

Dividend per Dividend per Dividend per
Fiscal Equity Share Equity Share ADS
2005%* Rs.33.75 $ 0.75 $ 0.75
2004 7.25 0.16 0.16
2003 6.25 0.13 0.13

* Includes a special one-time dividend of Rs. 25 ($0.56) per share.

The information presented above has been adjusted for the 4-for-1 stock split effected in the form of a stock dividend in July 2004.
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MARKET PRICE INFORMATION

Our equity shares are traded in India on the Stock Exchange, Mumbai, formerly known as the Bombay Stock Exchange, or BSE, and the
National Stock Exchange of India Limited, or NSE, or collectively, the Indian stock exchanges. Our ADSs are traded on Nasdaq under the ticker
symbol INFY .Each ADS represents one equity share. Our ADSs began trading on the Nasdaq on March 11, 1999. Deutsche Bank Trust
Company Americas serves as a depositary with respect to our ADSs traded on the Nasdaq pursuant to the Deposit Agreement dated March 10,
1999, as amended and restated. Our equity shares were previously traded on the Bangalore Stock Exchange, or BgSE. There have been no trades
of our shares on the BgSE since August 2002, and we delisted from the BgSE on June 22, 2004.

As of March 31, 2005, we had 270,570,549 equity shares issued and outstanding. There were approximately 53,950 record holders of ADSs,
evidencing 21,747,020 ADSs (equivalent to 21,747,020 equity shares). As of March 31, 2005, there were approximately 158,725 record holders
of our equity shares listed and traded on the Indian stock exchanges.

The following tables set forth for the periods indicated the price history of the equity shares and the ADSs on the Indian stock exchanges and the
Nasdaq. Each ADS currently represents one equity share. Prior to our July 2004 4-for-1 stock split for our equity shares and 2-for-1 stock split
for our ADSs, each ADS represented one-half of one equity share. The stock prices from the Indian exchanges have been restated to give
appropriate effect to the stock and ADS splits. All translations from Indian rupees to U.S. dollars are based on the noon buying rate in the City of
New York on March 31, 2005 for cable transfers in Indian rupees as certified for customs purposes by the Federal Reserve Bank of New York
which was Rs. 43.62 per $1.00.

BSE NSE Nasdaq
Price per Equity Share Price per Equity Share Price per ADS
Fiscal High Low High Low High Low
2006 (through May 9, 2005) $ 51.44 $ 43.27 $ 51.27 $ 43.26 $ 7420 $56.60
2005 51.91 25.95 51.90 25.90 77.22 36.23
2004 33.77 14.93 33.74 14.97 50.65 20.12
2003 27.52 17.23 27.67 17.22 42.96 23.73
2002 27.65 12.60 27.61 12.54 39.80 16.51
2001 60.58 23.40 60.74 23.41 138.43 31.50
BSE NSE Nasdaq
Price per Equity Share Price per Equity Share Price per ADS
Fiscal High Low High Low High Low
2006
First Quarter (through May 9, 2005) $ 51.44 $ 43.27 $ 51.27 $ 43.26 $74.20 $56.60
2005
First Quarter 32.09 25.95 32.08 25.90 47.23 36.23
Second Quarter 39.02 30.98 39.00 31.00 58.31 43.50
Third Quarter 49.25 38.63 49.27 38.65 72.00 55.79
Fourth Quarter 51.91 43.63 51.90 43.68 77.22 60.51
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2004

First Quarter 25.11 14.93 25.12 14.97 31.55 20.12
Second Quarter 26.05 17.72 26.09 17.74 34.61 25.22
Third Quarter 31.09 25.18 31.89 25.16 47.70 34.45
Fourth Quarter 33.77 27.82 33.74 27.83 50.65 37.55
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BSE NSE Nasdaq
Price per Equity Share Price per Equity Share Price per ADS
Month High Low High Low High Low
April 2005 $ 51.44 $ 43.27 $ 51.27 $ 43.26 $74.20 $56.60
March 2005 51.91 49.50 51.90 49.49 77.22 72.56
February 2005 51.29 46.52 51.35 46.54 76.60 65.87
January 2005 48.54 43.63 48.59 43.68 69.16 60.51
December 2004 48.58 46.53 48.61 46.54 72.00 66.67
November 2004 49.25 43.79 49.27 43.80 72.00 63.90

Source for all tables above: Bloomberg for BSE quotes, www.nasdaq.com for Nasdaq quotes, www.nse-india.com for NSE quotes and The
Economic Times for BgSE quotes.

On May 9, 2005, the closing price of equity shares on the BSE was Rs. 2096.85 equivalent to $48.26 per equity share based on the exchange rate
on that date.

The Indian Securities Trading Market

The information in this section has been extracted from publicly available documents from various sources, including officially prepared
materials from the Securities and Exchange Board of India, the BSE, and the NSE.

Listing

The SEBI has promulgated regulations creating an independent self regulatory authority called the Central Listing Authority. No stock exchange
can consider a listing application unless it is accompanied by a letter of recommendation from the Central Listing Authority.

Indian Stock Exchanges

The major stock exchanges in India, The Stock Exchange, Mumbai and the National Stock Exchange, account for a majority of trading volumes
of securities in India. The Stock Exchange, Mumbai and National Stock Exchange together dominate the stock exchanges in India in terms of
number of listed companies, market capitalization and trading.

The stock exchanges in India operate on a trading day plus two, or T+2, rolling settlement system. At the end of the T+2 period, obligations are
settled with buyers of securities paying for and receiving securities, while sellers transfer and receive payment for securities. For example, trades
executed on a Monday would typically be settled on a Wednesday. The SEBI has proposed to move to a T+1 settlement system. In order to
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contain the risk arising out of the transactions entered into by the members of various stock exchanges either on their own account or on behalf
of their clients, the Stock Exchanges have designed risk management procedures, which include compulsory prescribed margins on the
individual broker members, based on their outstanding exposure in the market, as well as stock-specific margins from the members.

To restrict abnormal price volatility, SEBI has instructed stock exchanges to apply the following price bands calculated at the previous day s
closing price (there are no restrictions on price movements of index stocks):

Market Wide Circuit Breakers. Market wide circuit breakers are applied to the market for movement by 10%, 15% and 20% for two prescribed
market indices: the BSE Sensex for the BSE and the Nifty for the NSE. If any of these circuit breaker thresholds are reached, trading in all
equity and equity derivatives markets nationwide is halted.

Price Bands. Price bands are circuit filters of up to 20% movements either up or down, and are applied to most securities traded in the markets,
excluding securities included in the BSE Sensex and the NSE Nifty and derivatives products. The equity shares of Infosys are included in the
BSE Sensex and the NSE Nifty.
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The National Stock Exchange of India Limited

The market capitalization of the capital markets (equities) segment of the NSE as of March 31, 2005 was approximately Rs. 15.85 trillion or
approximately $363 billion. The clearing and settlement operations of the NSE are managed by its wholly-owned subsidiary, the National
Securities Clearing Corporation Limited. Funds settlement takes place through designated clearing banks. The National Securities Clearing
Corporation Limited interfaces with the depositaries on the one hand and the clearing banks on the other to provide delivery versus payment
settlement for depositary-enabled trades.

The Stock Exchange, Mumbai

The estimated aggregate market capitalization of stocks trading on the BSE as of March 31, 2005 was approximately Rs. 17.31 trillion or
approximately $396 billion. The BSE began allowing online trading in May 1995. As of March 31, 2005, the BSE had 771 members, comprised
of 202 individual members, 550 Indian companies and 19 foreign institutional investors. Only a member of the stock exchange has the right to
trade in the stocks listed on the stock exchange.

Trading on both the NSE and the BSE occurs Monday through Friday, between 9:55 a.m. and 3:30 p.m. (Indian Standard Time).

Derivatives

Trading in derivatives in India takes place either on separate and independent derivatives exchanges or on a separate segment of an existing
stock exchange. The derivative exchange or derivative segment of a stock exchange functions as a self regulatory organization under the
supervision of the SEBI.

Depositories

The National Securities Depository Limited and Central Depositary Services (India) Limited are the two depositories that provide electronic
depositary facilities for trading in equity and debt securities in India. The SEBI mandates a company making a public or rights issue or an offer
for sale to enter into an agreement with a depository for dematerialisation of securities already issued or proposed to be issued to the public or
existing shareholders; The SEBI has also provided that the issue and allotment of shares in initial public offerings and/or the trading of shares
shall only be in electronic form.

Securities Transaction Tax

Recently, a securities transaction tax was implemented. Under Indian tax law, a transaction tax is levied on delivery-based transactions in equity
shares in a company or in units of an equity oriented fund on recognized stock exchanges at the rate of 0.15% of the value of the security. The
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transaction tax is required to be shared equally between the buyer and the seller. For non-delivery based transactions, a lower rate of 0.015% to

be adjusted against business profits will be applicable. For derivatives, the tax will be 0.01%. Debt market transactions have been exempted

from the securities transaction tax. Sale of a unit of an equity-oriented fund to a mutual fund will attract a transaction tax of 0.15%. See Taxation
for a further description of the securities transaction tax and capital gains treatment under Indian law.
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CAPITALIZATION

The following table sets forth our capitalization at March 31, 2005, as derived from our consolidated financial statements.

Short-term borrowings

Preferred stock of subsidiary

Stockholders equity:

Common stock, par value $0.16; 300,000,000 equity shares authorized; Issued and outstanding 270,570,549 as of
March 31, 2005

Additional paid-in capital

Accumulated other comprehensive income

Retained earnings

Total stockholders equity

Total capitalization
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March 31, 2005

($ in millions)

$
21

31
266
33
923

1,253

$ 1,274
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EXCHANGE RATES

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 Indian stock exchanges and, as a result, will likely affect the market price of our ADSs, and vice versa. Such
fluctuations will also affect the U.S. dollar conversion by the Depositary of any cash dividends paid in Indian rupees on our equity shares
represented by the ADSs.

The following table sets forth, for the fiscal years indicated, information concerning the number of Indian rupees for which one U.S. dollar could
be exchanged based on the noon buying rate in the City of New York on business days during the period for cable transfers in Indian rupees as
certified for customs purposes by the Federal Reserve Bank of New York. The column titled Average in the table below is the average of the last
business day of each month during the year.

Fiscal Period End  Average High Low

2005 Rs.43.62 Rs.44.87 Rs.46.45 Rs.43.27
2004 43.40 45.78 47.46 43.40
2003 47.53 48.36 49.07 47.53
2002 48.83 47.81 48.91 46.58
2001 46.85 45.88 47.47 43.63

The following table sets forth the high and low exchange rates for the previous six months and is based on the noon buying rate in the City of
New York during the period for cable transfers in Indian rupees as certified for customs purposes by the Federal Reserve Bank of New York:

Month High Low

April 2005 Rs.43.72 Rs.43.48
March 2005 43.70 43.44
February 2005 43.73 43.28
January 2005 43.82 43.35
December 2004 44.52 43.27
November 2004 45.40 44 .47

On May 9, 2005, the noon buying rate in the City of New York was Rs. 43.45.
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SELECTED CONSOLIDATED FINANCIAL DATA

($ in MILLIONS, except per equity share data)

You should read the selected consolidated financial data below in conjunction with the consolidated financial statements, the related notes and
Management s Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this prospectus. The selected
consolidated statement of income for the five years ended March 31, 2005 and the selected consolidated balance sheet data as of March 31,
2001, 2002, 2003, 2004 and 2005 have been prepared and presented in accordance with U.S. GAAP and have been derived from our audited
consolidated financial statements and related notes. Historical results are not necessarily indicative of future results. The information presented
below reflects our 4-for-1 stock split effected in the form of a stock dividend in July 2004.

Fiscal Year ended March 31,

2001 2002 2003 2004 2005
@ @),2) 1),(2),(3)
Statements of Income Data
Revenues $ 414 $ 545 $ 754 $ 1,063 $ 1,592
Cost of revenues including amortization of stock
compensation expense 217 294 417 603 904
Gross profit 197 251 337 460 688
Operating Expenses:
Selling and marketing expenses 21 27 56 77 103
General and administrative expenses 37 44 58 82 127
Amortization of stock compensation expense 2 2 2 1
Amortization of intangible assets 2 7 2
Total operating expenses 60 73 118 167 232
Operating income 137 178 219 293 456
Gain on sale of long term investment 11
Other income, net 10 14 18 28 24
Income before income taxes 147 192 237 321 491
Provision for income taxes 15 28 42 51 72
Net income $ 132 $ 164 $ 195 $ 270 $ 419
Earnings per Equity Share:
Basic $ 0.50 $ 0.63 $ 0.74 $ 1.03 $ 1.57
Diluted $ 0.49 $ 0.62 $ 0.73 $ 1.01 $ 1.52
Weighted Average Equity Shares used in computing
earnings per Equity Share:
Basic 263,085,024 262,226,592 262,284,008 262,780,308 266,901,033
Diluted 266,858,956 264,339,496 265,916,036 267,166,236 273,590,413
Cash dividend per Equity Share $ 0.03 $ 0.09 $ 0.13 $ 0.16 $ 0.75(4)
As of March 31,

2001 2002 2003 2004 2005

Balance Sheet Data

Cash and cash equivalents $124 $210 $354 $ 445 $ 410
Investments in liquid mutual fund units 218 278
Total assets 342 471 704 1,132 1,454
Preferred stock of subsidiary 10 22 21

Total stockholders equity 312 442 626 953 1,253
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(1) The information for fiscal 2003, fiscal 2004 and fiscal 2005 includes the results of operations of Progeon Limited (Progeon), a consolidated subsidiary.

(2) The information for fiscal 2004 and fiscal 2005 includes the results of Infosys Technologies (Australia) Pty. Limited (Infosys Australia) and Infosys
Technologies (Shanghai) Co. Limited (Infosys China), both consolidated subsidiaries.

(3) The information for fiscal 2005 includes the results of Infosys Consulting, Inc. (Infosys Consulting), a consolidated subsidiary.

(4) Cash dividend per Equity Share includes a special one-time dividend of $0.56 per equity share paid in June 2004.
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MANAGEMENT S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Investors are cautioned that this discussion contains forward-looking statements that involve risks and uncertainties. When used in this

discussion, the words anticipate, believe, estimate, expect, intend, project, seek, should, will and other similar expressions as the
our business are intended to identify such forward-looking statements. We undertake no obligation to publicly update or revise any

forward-looking statements, whether as a result of new information, future events or otherwise. Actual results, performances or achievements

could differ materially from those expressed or implied in such forward-looking statements. Factors that could cause or contribute to such

differences include those described under the heading Risk Factors 1in this prospectus. Readers are cautioned not to place undue reliance on these
forward-looking statements, as they speak only as of the date of this prospectus. The following discussion and analysis should be read in

conjunction with our financial statements included herein and the notes thereto.

Overview

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

We completed our initial public offering of equity shares in India in 1993 and our initial public offering of ADSs in the United States in 1999. In
August 2003, we completed a sponsored secondary offering of ADSs in the United States. We did not receive any of the proceeds from the 2003
sponsored secondary offering.

Our revenues grew from $414 million in fiscal 2001 to $1,592 million in fiscal 2005, representing a compound annual growth rate of 40.0%. Our
net income grew from $132 million to $419 million during the same period, representing a compound annual growth rate of 33.5%. Our revenue
growth is attributable to a number of factors including an increase in the size and number of projects executed for existing and new clients, as
well as an expansion in the solutions that we provide to our clients. For fiscal 2005 and fiscal 2004, 95.4% and 93.4% of our revenue came from
repeat business, which we define as revenue from a client who also contributed to our revenue during the prior fiscal year. Between March 31,
2001 and March 31, 2005, our total employees grew from approximately 9,800 to approximately 36,800 representing a compound annual growth
rate of 39.2%. Our revenues grew 49.8% to $1,592 million in fiscal 2005 from $1,063 million in fiscal 2004. Our net income grew 55.2% to
$419 million in fiscal 2005 from $270 million in fiscal 2004.

We use a distributed project management methodology that we refer to as our Global Delivery Model. We divide projects into components that
we execute simultaneously at client sites and at our geographically dispersed development centers in India and around the world. Our Global
Delivery Model allows us to efficiently execute projects across time zones and development centers, thereby optimizing our cost structure. We
also offer a secure and redundant infrastructure for all client data. During fiscal 2005, we earned 65.2% of our total revenues from North
America, 22.3% from Europe, 1.9% from India and 10.6% from the rest of the world.

Revenues
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Our revenues are generated principally from technology services provided on either a time-and-materials or a fixed-price, fixed-timeframe basis.
Revenues from services provided on a time-and-materials basis are recognized as the related services are performed. Revenues from services
provided on a fixed-price, fixed-timeframe basis are recognized pursuant to the percentage of completion method. Most of our client contracts,
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including those that are on a fixed-price, fixed-timeframe basis can be terminated with or without cause, without penalties and with short notice
periods between zero and 90 days. Since we collect revenues on contracts as portions of the contracts are completed, terminated contracts are
only subject to collection for portions of the contract completed through the time of termination. Our contracts do not contain specific
termination-related penalty provisions. In order to manage and anticipate the risk of early or abrupt contract terminations, we monitor the
progress on all contracts and change orders according to their characteristics and the circumstances in which they occur. This includes a focused
review of our ability and our client s ability to perform on the contract, a review of extraordinary conditions that may lead to a contract
termination, as well as historical client performance considerations. Since we also bear the risk of cost overruns and inflation with respect to
fixed-price, fixed-timeframe projects, our operating results could be adversely affected by inaccurate estimates of contract completion costs and
dates, including wage inflation rates and currency exchange rates that may affect cost projections. Losses on contracts, if any, are provided for in
full in the period when determined. Although we revise our project completion estimates from time to time, such revisions have not, to date, had
a material adverse effect on our operating results or financial condition. We also generate revenue from software application products, including
banking software. Such software products represented 3.0% of our total revenues for fiscal 2005.

We experience from time to time pricing pressure from our clients, especially during the recent economic downturn, which had adversely
affected our revenues, margins and gross profits. For example, clients often expect that as we do more business with them, they will receive
volume discounts. Additionally, clients may ask for fixed-price arrangements or reduced rates. We attempt to use fixed-price arrangements for
work where the specifications are complete, so individual rates are not negotiated. We are also adding new services at higher price points and
where more value is added for our clients. More recently, some of our clients have delayed purchase decisions as they seek to comply, as
applicable, with increased regulations, such as the Sarbanes-Oxley Act of 2002, or undergo corporate reorganizations.

Cost of Revenues

Our cost of revenues primarily consists of salary and other compensation expenses, depreciation, overseas travel expenses, cost of software
purchased for internal use, cost of technical subcontractors, data communications expenses and computer maintenance. We depreciate our
personal computers and servers over two years and mainframe computers over periods of up to three years. Third party software is written off
over the estimated useful life. Cost of revenues also includes amortization of deferred stock compensation expense arising from option grants
relating to the 1994 stock option plan, which has been accounted for under the intrinsic value method. The deferred stock compensation
expenses have been completely amortized as of March 31, 2004.

We typically assume full project management responsibility for each project that we undertake. Approximately 71.3% of the total billed
person-months for our services during fiscal 2005 were performed at our global development centers in India, and the balance of the work was
performed at client sites and global development centers located outside India. The proportion of work performed at our facilities and at client
sites varies from quarter to quarter. We charge higher rates and incur higher compensation and other expenses for work performed at client sites
and global development centers located outside India. Services performed at a client site or global development centers located outside India
typically generate higher revenues per-capita at a lower gross margin than the same services performed at our facilities in India. As a result, our
total revenues, cost of revenues and gross profit in absolute terms and as a percentage of revenues fluctuate from quarter to quarter based on the
proportion of work performed outside India. Additionally, any increase in work performed at client sites or global development centers located
outside India can decrease our gross profits. We hire subcontractors on a limited basis from time to time for our own technology development
needs, and we generally do not perform subcontracted work for other technology service providers. For fiscal 2005, approximately 2.7% of our
cost of revenues was attributable to cost of technical subcontractors. We do not anticipate that our subcontracting needs will increase
significantly as we expand our business.
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Revenues and gross profits are also affected by employee utilization rates. We define employee utilization as the proportion of total billed person
months to total available person months excluding support personnel. We manage utilization by monitoring project requirements and timetables.
The number of consultants assigned to a project will vary according to size, complexity, duration, and demands of the project. An unanticipated
termination of a significant project could also cause us to experience lower utilization of technology professionals, resulting in a higher than
expected number of unassigned technology professionals. In addition, we do not fully utilize our technology professionals when they are
enrolled in training programs, particularly during our 14-week training course for new employees.

Selling and Marketing Expenses

Selling and marketing expenses represent 6.5% of total revenues for fiscal 2005. Our selling and marketing expenses primarily consist of
expenses relating to salaries of sales and marketing personnel, travel, brand building, rental for sales and marketing offices and
telecommunications. We have decided to increase our selling and marketing expenses to increase brand awareness among target clients and
promote client loyalty and repeat business among existing clients. During fiscal 2003, we redeployed certain employees from our delivery
function to sales and marketing.

General and Administrative Expenses

General and administrative expenses represent 8.0% of total revenues for fiscal 2005. Our general and administrative expenses are comprised of
expenses relating to salaries of senior management and other support personnel, travel expenses, legal and other professional fees,
telecommunications, utilities, other miscellaneous administrative costs and provisions for doubtful accounts receivable. The factors which affect
the fluctuations in our provisions for bad debts and write offs of uncollectible accounts include the financial health of our clients and of the
economic environment in which they operate.

Amortization of Stock Compensation Expense

Amortization of stock compensation expense consists of costs relating to option grants under the 1994 stock option plan which have not been
included in cost of revenues. These costs have been accounted under the intrinsic value method and the deferred stock compensation expenses
have been completely amortized as of March 31, 2004.

Amortization of Intangible Assets

Our amortization of intangible assets consists of non-cash expenses arising from the acquisition of certain intellectual property rights and
identified intangibles arising from purchase price allocations for business combinations. We amortize intangible assets over their estimated
useful lives.

Gain on Sale of Long Term Investment
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In fiscal 2005, we sold our investment in Yantra Corporation. The carrying value of the investment in Yantra Corporation was completely
written down in fiscal 1999. Consideration received from the sale resulted in a gain of $11 million. There is a further consideration of $1 million,
subject to contractual contingencies, receivable by April 2006. No gain has been recognized on the contingent portion.

Other Income/(Expense)

Other income/(expense), net includes interest income, income from liquid mutual fund investments, foreign currency exchange gains/losses
including marked to market gain/losses on foreign exchange forward contracts, and provisions for losses on investments.
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Functional Currency and Foreign Exchange

Our functional currency is the Indian rupee. The functional currency for Infosys Australia, Infosys China and Infosys Consulting is the
respective local currency. The financial statements included in this Prospectus are reported in U.S. dollars. The translation of rupees to dollars is
performed for the balance sheet accounts using the exchange rate in effect at the balance sheet date, and for revenue and expense accounts using
a monthly average exchange rate for the respective periods. The gains or losses resulting from such translation are reported as other
comprehensive income.

Generally, Indian law requires residents of India to repatriate any foreign currency earnings to India to control the exchange of foreign currency.
More specifically, Section 8 of the Foreign Exchange Management Act, or FEMA, requires an Indian company to take all reasonable steps to
realize and repatriate into India all foreign exchange earned by the company outside India, within such time periods and in the manner as
specified by the Reserve Bank of India, or RBI. The RBI has promulgated guidelines that require the company to repatriate any realized foreign
exchange back to India, and either:

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

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

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

We typically collect our earnings and pay expenses denominated in foreign currencies using a dedicated foreign currency account located in the
local country of operation. In order to do this, we are required to, and have obtained, special approval from the RBI to maintain a foreign
currency account in overseas countries like the United States. However, the RBI approval is subject to limitations, including a requirement that
we repatriate all foreign currency in the account back to India within a reasonable time, except an amount equal to our local monthly operational
cost of our overseas branch and personnel. We currently pay such expenses and repatriate the remainder of the foreign currency to India on a
regular basis. We have the option to retain those in an EEFC account (foreign currency denominated) or an Indian-rupee-denominated account.
We convert substantially all of our foreign currency to rupees to fund operations and expansion activities in India.

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

Income Taxes

Our net income earned from providing software development and other services outside India is subject to tax in the country where we perform
the work. Most of our tax paid in countries other than India can be applied as a credit against our Indian tax liability to the extent that the same
income is subject to tax in India.
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Currently, we benefit from the tax holidays the Government of India gives to the export of software from specially designated software
technology parks in India. As a result of these incentives, our operations have been subject to relatively low tax liabilities. These tax incentives
include a 10-year tax holiday from Indian corporate income taxes for the operation of most of our Indian facilities. As a result of these tax
exemptions, a substantial portion of our pre-tax income has not been subject to significant tax in recent years. These tax incentives resulted in a
decrease in our income tax expense of $126 million for fiscal 2005 compared to the effective tax amounts that we estimate would have applied if
these incentives had not been available.

The Finance Act, 2000 phases out the ten-year tax holiday over a ten-year period from fiscal 2000 through fiscal 2009. Accordingly, facilities set
up in India on or before March 31, 2000 have a ten-year tax holiday, new facilities set up on or before March 31, 2001 have a nine-year tax
holiday and so forth until March 31, 2009. After March 31, 2009, the tax holiday will no longer be available to new facilities. Our current tax
holidays expire in stages by 2009.
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When our tax holidays expire or terminate, our tax expense will materially increase, reducing our profitability. As a result of such tax incentives,
our effective tax rate for fiscal 2005 was 14.7% and our Indian statutory tax rate for the same period was 36.6%.

Results of Operations

The following table sets forth certain financial information as a percentage of revenues:

Fiscal
2003 2004 2005

Revenues 100.0% 100.0% 100.0%
Cost of revenues including amortization of stock compensation expenses 55.3% 56.7% 56.8%
Gross profit 44.7% 43.3% 43.2%
Operating Expenses:

Selling and marketing expenses 7.4% 7.2% 6.5%
General and administrative expenses 7.7% 7.7% 8.0%
Amortization of stock compensation expenses 0.3% 0.1%
Amortization of intangible assets 0.3% 0.7% 0.1%
Total operating expenses 15.7% 15.7% 14.6%
Operating income 29.0% 27.6% 28.6%
Gain on sale of long term investment 0.7%
Other income, net 2.4% 2.6% 1.5%
Income before income taxes 31.4% 30.2% 30.8%
Provision for income taxes 5.5% 4.8% 4.5%
Net income 25.9% 25.4% 26.3%

Results for Fiscal 2005 compared to Fiscal 2004

Revenues. Our revenues were $1,592 million in fiscal 2005, representing an increase of $529 million, or 49.8%, over revenues of $1,063 million
for fiscal 2004. Revenues increased in most segments of our services. The increase in revenues was attributable to an increase in business from
both existing clients and from new clients, particularly in industries such as manufacturing, telecommunications, utilities, logistics and services.
Our clients in the financial services industry comprised 34.5% and 36.6% of revenues for fiscal 2005 and 2004. Clients in the manufacturing
sector comprised 14.5% and 14.8% of revenues for the same periods. Our clients in the retail industry comprised 9.7% and 11.7% of revenues
for fiscal 2005 and 2004, while our clients in the telecommunications industry comprised 18.5% and 16.6% of revenues for the same periods.
Clients in other industries such as utilities, logistics and services, contributed 22.8% and 20.3% of revenues for fiscal 2005 and 2004. Revenues
from services represented 97.0% of total revenues for fiscal 2005 as compared to 97.2% for fiscal 2004. Revenues from fixed-price,
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fixed-timeframe contracts and from time-and-materials contracts represented 30.0% and 70.0% of total services revenues for fiscal 2005, as
compared to 33.7% and 66.3% for the fiscal 2004. Sales of our software products represented 3.0% of our total revenues for fiscal 2005 as
compared to 2.8% for fiscal 2004. Revenues from North America, Europe, India and the rest of the world represented 65.2%, 22.3%, 1.9% and
10.6% of total revenues for fiscal 2005 as compared to 71.2%, 19.2%, 1.3% and 8.3% for fiscal 2004.

During fiscal 2005 the total billed person-months for our services other than business process management grew by 49.4% compared to fiscal
2004. The onsite and offshore volume growth were 41.4% and 53.4% during fiscal 2005 compared to fiscal 2004. We have recently seen a slight
increase in pricing on engagements with some of our customers. During fiscal 2005 there was 0.2% increase in onsite rates and a 1.3% increase
in offshore rates compared to fiscal 2004.
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Cost of revenues. Our cost of revenues was $904 million for fiscal 2005, representing an increase of $301 million, or 49.9%, over our cost of
revenues of $603 million for fiscal 2004. Cost of revenues represented 56.8% and 56.7% of total revenues for fiscal 2005 and 2004. The increase
in our cost of revenues is mainly attributable to increases of approximately $229 million in personnel costs due to new hires and a compensation
review effected in April 2004, $18 million in overseas travel expenses, $19 million in depreciation expenses, $12 million in amortization of
software purchased for our own use, $10 million in cost of technical subcontractors and $7 million in accruals for post sales client support.

Gross profit. As a result, our gross profit was $688 million for fiscal 2005, representing an increase of $228 million, or 49.6%, over our gross
profit of $460 million for fiscal 2004. As a percentage of revenues, gross profit decreased to 43.2% for fiscal 2005 from 43.3% for fiscal 2004.
The decrease is attributable to a 49.8% increase in revenues for fiscal 2005 offset by a 49.9% increase in cost of revenues in the same period
compared to fiscal 2004.

Selling and marketing expenses. We incurred selling and marketing expenses of $103 million in fiscal 2005 representing an increase of $26
million, or 33.8%, over the $77 million expended in fiscal 2004. The number of our sales and marketing personnel increased to 348 as of March
31, 2005, from 308 as of March 31, 2004. The increase in selling and marketing expenses is mainly attributable to increases of approximately
$14 million in personnel costs of selling and marketing employees on account of new hires and the compensation review, $5 million in sales
commissions and $4 million in overseas travel expenses. Selling and marketing expenses were 6.5% and 7.2% of total revenue, for fiscal 2005
and 2004.

General and administrative expenses. Our general and administrative expenses were $127 million for fiscal 2005, representing an increase of
$45 million, or 54.9%, over general and administrative expenses of $82 million for fiscal 2004. General and administrative expenses were 8.0%
and 7.7% of total revenues for fiscal 2005 and 2004. The increase in general and administrative expenses was primarily attributable to increases
of approximately $10 million for personnel costs on account of new hires and the compensation review, $7 million in professional charges, $5
million in telecommunication charges, $4 million each in travel expenses and office maintenance, $3 million in power and fuel charges, $2
million each in donations to charities and provision for bad and doubtful debts and $1 million each in advertising expenses and foreign travel
expenses. The factors which affect the fluctuations in our provisions for bad debts and write offs of uncollectible accounts include the financial
health and economic environment of our clients. We specifically identify the credit loss and then make the provision. No one client has
contributed significantly to a loss, and we have had no significant changes in our collection policies or payment terms.

Amortization of stock compensation expenses. Amortization of stock compensation expenses was $1 million for fiscal 2004. The deferred stock
compensation has been completely amortized as of March 31, 2004.

Amortization of intangible assets. Amortization of intangible assets was $7 million for fiscal 2004. This relates to amortization of certain
intellectual property rights we acquired through purchases and licenses of software during fiscal 2003. These intangible assets were completely
amortized as of March 31, 2004. The amortization of intangible assets for fiscal 2005 represents $2 million of amortization of the identified
customer contract intangibles arising on the allocation of purchase price of Infosys Australia.

Operating income. Our operating income was $456 million for fiscal 2005 representing an increase of $163 million, or 55.6%, over our
operating income of $293 million for fiscal 2004. As a percentage of revenues, operating income increased to 28.6% for fiscal 2005 from 27.6%
for fiscal 2004.

Gain on sale of long term investment. In fiscal 2005, we sold our investment in Yantra Corporation. The carrying value of the investment in
Yantra Corporation was completely written down in fiscal 1999. Consideration received from the sale resulted in a gain of $11 million. There is
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a further consideration of $1 million, subject to contractual contingencies, receivable by April 2006. No gain has been recognized on the
contingent portion.
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Other income, net. Other income, consisting mainly of interest and dividend income, foreign exchange gains and provision for investments, was
$24 million for fiscal 2005 compared to $28 million for fiscal 2004. Interest and dividend income was approximately $26 million and $22
million during fiscal 2005 and 2004.

We had foreign currency exchange gains of $8 million in fiscal 2004 compared to $2 million loss in fiscal 2005. The average exchange rate
between the rupee and the U.S. dollar was Rs. 44.87 per U.S. dollar in fiscal 2005 compared to Rs. 45.78 in fiscal 2004 resulting in an average
appreciation of 2.0% in the value of the rupee against the U.S. dollar. The closing exchange rate between the rupee and the U.S. dollar was Rs
43.62 per U.S. dollar on March 31, 2005 compared to Rs. 43.40 as of March 31, 2004 resulting in a depreciation of 0.5% in the value of the
rupee against the U.S. dollar. For fiscal 2005 and 2004, U.S. dollar denominated revenues represented 79.4% and 84.9% of total revenues. The
company purchases foreign exchange forward contracts to mitigate the risk of changes in foreign exchange rates on accounts receivable and
forecasted cash flows denominated in certain foreign currencies. As of March 31, 2005 and 2004, we had $353 million and $149 million of
forward cover. We have recorded losses of $1 million on account of foreign exchange forward contracts for fiscal 2005 while we had recorded
gains of $18 million for fiscal 2004, which are included in total foreign currency exchange gains/losses. Our accounting policy requires us to
mark to market and recognize the effect in earnings immediately of any derivative that is either not designated a hedge, or is so designated but is
ineffective as per SFAS 133.

The provision for investments during fiscal 2004 includes write-downs to investments in CIDRA Corporation ($1.5 million) and Stratify Inc
($0.4 million). These write-downs were required due to the non-temporary impact of adverse market conditions on these entities business
models and contemporary transactions on the securities of the entities which have been indicative of their current fair value.

Provision for income taxes. Our provision for income taxes was $72 million for fiscal 2005 representing an increase of $21 million, or 41.2%
over our provision for income taxes of $51 million for fiscal 2004. Our effective tax rate decreased to 14.7% for fiscal 2005 from 15.9% for
fiscal 2004.

Net income. Our net income was $419 million for fiscal 2005 representing an increase of $149 million, or 55.2%, over our net income of $270
million for fiscal 2004. As a percentage of total revenues, net income increased to 26.3% for fiscal 2005 from 25.4% for fiscal 2004.

Results for Fiscal 2004 Compared to Fiscal 2003

Revenues. Our revenues were $1,063 million in fiscal 2004, representing an increase of $309 million, or 41.0%, over revenues of $754 million
for fiscal 2003. Revenues continued to increase in most segments of our services. The increase in revenues was attributable, in part, to an
increase in business from existing clients and from certain new clients, particularly in industries such as financial services, telecommunications,
utilities and logistics. Our financial services clients comprised 36.6% and 37.5% of revenues for each of fiscal 2004 and 2003, while our clients
in the telecommunications industry comprised 16.6% and 15.1% of revenues for each of fiscal 2004 and 2003. Sales of our software products
represented 2.8% of our total revenues for fiscal 2004, as compared to 4.6% for fiscal 2003. Revenues from services represented 97.2% of total
revenues for fiscal 2004, as compared to 95.4% for fiscal 2003. Revenues from fixed-price, fixed-timeframe contracts and from
time-and-materials contracts represented 33.7% and 66.3% of total services revenues for fiscal 2004, as compared to 36.7% and 63.3% for fiscal
2003. Revenues from North America, Europe, India and the rest of the world represented 71.2%, 19.2%, 1.3% and 8.3% of total revenues for
fiscal 2004 as compared to 72.9%, 17.6%, 2.1% and 7.4% for fiscal 2003.

During fiscal 2004, the total billed person months for our services other than business process management grew by 49.5% as compared to
38.6% in fiscal 2003. The onsite and offshore volume growth were 39.3% and 55.1% during fiscal 2004 as compared to 52.1% and 32.0% in
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offshore rates. During fiscal 2003, the pricing decline of 0.8% in U.S. dollar terms consisted of a 4.7% decline in offshore rates and a 2.5%
decline in onsite rates.

Cost of revenues. Our cost of revenues was $603 million for fiscal 2004, representing an increase of $186 million, or 44.6%, over our cost of
revenues of $417 million for fiscal 2003. Cost of revenues represented 56.7% and 55.3% of total revenues for fiscal 2004 and 2003. This
increase in our cost of revenues was partially attributable to an increase of approximately $164 million in personnel costs due to new hires and
compensation review as well as a one-time incentive payment to employees on the company achieving a billion dollars in revenues, $8 million
in depreciation expenses, $4 million in communication expenses, $4 million in overseas travel expenses, $3 million in software purchased for
own use, and $1 million in accruals for post sales client support offset by a decrease of approximately $2 million in cost of technical
subcontractors. Cost of revenues includes amortization of stock compensation expense of $2 million and $3 million for fiscal 2004 and 2003.

Gross profit. As a result of the foregoing, our gross profit was $460 million for fiscal 2004, representing an increase of $123 million, or 36.5%,
over our gross profit of $337 million for fiscal 2003. As a percentage of revenues, gross profit decreased to 43.3% for fiscal 2004 from 44.7%
for fiscal 2003. This decrease was attributable to a 44.6% increase in cost of revenues from fiscal 2003 to fiscal 2004, offset by a 41.0% increase
in revenues in the same period.

Selling and marketing expenses. We incurred selling and marketing expenses of $77 million in fiscal 2004, representing an increase of $21
million, or 37.5%, over the $56 million expended in fiscal 2003. As a percentage of total revenues, selling and marketing expenses were 7.2%
and 7.4% for fiscal 2004 and 2003. The number of our sales and marketing personnel increased to 308 as of March 31, 2004, from 280 as of
March 31, 2003. The increase in selling and marketing expenses is mainly attributable to increases of approximately $18 million in personnel
costs of selling and marketing employees including a one-time incentive payment to employees on the company achieving one billion dollars in
revenues, $2 million on rental expenses, and $2 million for brand building activities offset by a decrease of $1 million in professional charges.

General and administrative expenses. Our general and administrative expenses were $82 million for fiscal 2004, representing an increase of $24
million, or 41.4%, over general and administrative expenses of $58 million for fiscal 2003. General and administrative expenses were 7.7% of
total revenues for each of fiscal 2004 and 2003. The increase in general and administrative expenses was primarily attributable to increases of
approximately $6 million for personnel costs including a one-time incentive payment to employees on the company achieving one billion dollars
in revenues, $5 million in insurance charges, $2 million in office maintenance expenses, $2 million for telecommunications, $2 million in power
and fuel charges and $2 million in donations to charities. There has also been an increase of approximately $3 million in the provision for
doubtful accounts receivable. The factors which affect the fluctuations in our provisions for bad debts and write offs of uncollectible accounts
include the financial health and economic environment of our clients. We specifically identify the credit loss and then make the provision. No
one client has contributed significantly to a loss, and we have had no significant changes in our collection policies or payment terms.

Amortization of stock compensation expenses. Amortization of stock compensation expenses was $1 million and $2 million for fiscal 2004 and
2003.

Amortization of intangible assets. Amortization of intangible assets was $7 million and $2 million for fiscal 2004 and 2003. This relates to
amortization of certain intellectual property rights we acquired through purchases and licenses of software during fiscal 2003. The amortization
for fiscal 2004 also includes $0.3 million being amortization of the identified intangible of customer contracts arising on the allocation of
purchase price of Expert Information Services Pty. Limited, Australia.
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asset and amortized over two years being our initial estimate of the useful life. In the same fiscal year, we also entered into an agreement for
transferring the intellectual property rights to a commercial software application product used in the design of high performance structural
systems. We are required to pay the committed consideration of $5 million within ten years of the contract date. The ownership of intellectual
property in the product transfers to us on payment of the consideration. The committed consideration of $5 million was recorded as an intangible
asset and was being amortized over our estimate of the useful life, which was initially five years. During fiscal 2004, we revised our estimates of
the remaining useful lives of both the intangible assets. The additional amortization for fiscal 2004 due to the revisions in the estimates of
remaining useful lives was $4 million. The recorded values of both these intangible assets have been completely amortized as of March 31,
2004.

Operating income. Our operating income was $293 million for fiscal 2004 representing an increase of $74 million, or 33.8%, over our operating
income of $219 million for fiscal 2003. As a percentage of revenues, operating income decreased to 27.6% for fiscal 2004 from 29.0% for fiscal
2003.

Other income. Other income was $28 million for fiscal 2004 representing an increase of $10 million, or 55.6%, over other income of $18 million
for fiscal 2003. The increase is mainly due to increases in interest and dividend income, foreign currency exchange gains and decrease in
write-downs to investments. Other income includes interest and dividend income of $22 million and $17 million for fiscal 2004 and 2003. This
increase is on account of the increased level of cash invested. Other income also includes net foreign currency exchange gains of $8 million and
$4 million for fiscal 2004 and 2003, the increase being mainly attributable to gains on forward contracts marked to market.

The average exchange rate between the rupee and the U.S. dollar was Rs. 45.78 per U.S. dollar in fiscal 2004 compared to Rs. 48.36 in fiscal
2003 resulting in an average appreciation of 5.3% in the value of the rupee against the U.S. dollar. We hedge our foreign exchange risk by
pro-actively hedging our foreign currency denominated receivables. As of March 31, 2004, we had $149 million of forward cover. For fiscal
2004, U.S. dollar denominated revenues represented 84.9% of total revenues. During fiscal 2004, the U.S. dollar depreciated substantially
against other currencies. The closing exchange rate between the rupee and the U.S. dollar was Rs 43.40 per U.S. dollar on March 31, 2004
compared to Rs. 47.53 as of March 31, 2003 resulting in an appreciation of 8.7% in the value of the rupee against the U.S. dollar. For fiscal
2004, this appreciation resulted in transaction and translation losses of approximately $10 million which have been offset by gains of $18 million
on foreign exchange forward contracts.

In fiscal 2004 and 2003, we provided for write-downs to our investments in the aggregate amount of approximately $2 million and $3 million. In
fiscal 2003, the write-downs included approximately $1.5 million for Asia Net Media (BVI) Limited and $1.5 million for Workadia Inc. In fiscal
2004, the write-downs included approximately $1.5 million towards investment in CiDRA Corporation, $0.4 million towards investment in
Stratify Inc, and other miscellaneous investments. These write-downs were required due to the non-temporary impact of adverse market
conditions on these entities business models and contemporary transactions on the securities of the entities which have been indicative of their
current fair value.

Provision for income taxes. Our provision for income taxes was $51 million for fiscal 2004, representing an increase of $9 million, or 21.4%,
over our provision for income taxes of $42 million for fiscal 2003. Our effective tax rate decreased to 15.9% for fiscal 2004 from 17.7% for
fiscal 2003. The decrease is primarily attributable to a one-time tax on 10% of the profits generated by our operations located in software
technology parks in fiscal 2003. These operations were subject to a 100% tax holiday in fiscal 2004.

Net income. Our net income was $270 million for fiscal 2004, representing an increase of $75 million, or 38.5%, over our net income of $195
million for fiscal 2003. As a percentage of total revenues, net income decreased to 25.4% for fiscal 2004 from 25.9% for fiscal 2003.
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Quarterly Results of Operations

The following table presents certain unaudited quarterly statements of operations data for each of the ten quarters from the quarter beginning
October 1, 2002 through the quarter ending March 31, 2005. The information relating to these quarters is derived from our unaudited
consolidated financial statements, and in our opinion, includes all adjustments necessary for a fair presentation of that information. The results of
operations for any quarter are not necessarily indicative of the results to be expected for any future period.

Three Months Ended

for Fiscal 2003 for Fiscal 2004 for Fiscal 2005

Dec. 31, Mar. 31, June 30, Sep.30, Dec.31, Mar.31, June 30, Sep 30, Dec31, Mar.31,

Revenues $200 $ 217 $233 $ 251 $ 276 $ 303 $335 $ 379 §$ 423 $§ 455
Cost of revenues including amortization of stock

compensation expense 112 123 133 142 155 173 187 214 241 262
Gross profit 88 94 100 109 121 130 148 165 182 193
Operating Expenses:

Selling and marketing expenses 15 16 17 18 21 21 24 26 26 27
General and administrative expenses 15 18 18 20 21 23 27 30 34 36
Amortization of stock compensation expense 1

Amortization of intangible assets 1 1 3 3 1 1
Total operating expenses 31 34 37 41 45 44 52 56 60 64
Operating income 57 60 63 68 76 86 96 109 122 129
Gain on sale of long term investment 11
Other income, net 7 5 5 10 9 4 6 11 7
Income before income taxes 64 65 68 78 85 90 96 115 133 147
Provision for income taxes 12 12 11 13 14 13 13 18 21 20
Net income $52 ¢ 53 $57 8 65 % 71 8 77 $8 § 97 § 112 $§ 127

Our quarterly revenues and profitability have grown rapidly in recent years and are likely to vary significantly in the future from quarter to
quarter. Therefore, we believe that period-to-period comparisons of our results of operations are not necessarily meaningful and should not be
relied upon as an indication of our future performance. It is possible that in the future some of our quarterly results of operations may be below
the expectations of market analysts and our investors, and the share price of our equity shares and our ADSs could decline significantly.

Liquidity and Capital Resources
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Our growth has been financed largely by cash generated from operations and, to a lesser extent, from the proceeds from the sale of equity. In
1993, we raised approximately $4.4 million in gross aggregate proceeds from our initial public offering of equity shares in India. In 1994, we
raised an additional $7.7 million through private placements of our equity shares with foreign institutional investors, mutual funds, Indian
domestic financial institutions and corporations. On March 11, 1999, we raised $70.4 million in gross aggregate proceeds from our initial public
offering of ADSs in the United States.
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As of March 31, 2005, we had $885 million in working capital, including $410 million in cash and cash equivalents and $278 million invested in
liquid mutual fund units, and no outstanding bank borrowings. We believe that a sustained reduction in IT spending, a longer sales cycle, and a
continued economic downturn in any of the various industry segments in which we operate, could result in a decline in our revenue and
negatively impact our liquidity and cash resources.

Net cash provided by operating activities was $344 million and $372 million for fiscal 2005 and 2004. Net cash provided by operations
consisted primarily of net income adjusted for depreciation and increases in unearned revenue, provision for income taxes and other accrued
liabilities, offset in part by an increase in accounts receivable and unbilled revenue and a decrease in client deposits.

Trade accounts receivable increased by $150 million during fiscal 2005. Accounts receivable as of March 31, 2005 includes $54 million
receivable from a large customer. The payment was received in the first week of April 2005. Accounts receivable as a percentage of last 12
months revenues represented 19.0% and 14.1% as of March 31, 2005 and 2004. Other accrued liabilities increased by $24 million during fiscal
2005, compared to an increase of $44 million during fiscal 2004. There has been an increase in unbilled revenues of $9 million during fiscal
2005. Unbilled revenues represent revenues that are recognized but not yet invoiced. Client deposits decreased by $8 million during fiscal 2005.
Unearned revenues increased by $6 million during fiscal 2005. Unearned revenue resulted primarily from advance client billings on fixed-price,
fixed-timeframe contracts for which related efforts have not been expended. Revenues from fixed-price, fixed-timeframe contracts and from
time-and-materials contracts represented 30.0% and 70.0% of total services revenues for fiscal 2005, as compared to 33.7% and 66.3% for the
fiscal 2004.

Net cash used in investing activities was $248 million and $304 million in fiscal 2005 and 2004. Net cash used in investing activities, relating to
our acquisition of additional property, plant and equipment for fiscal 2005 and 2004 was $186 million and $93 million. During fiscal 2005, we
invested $100 million in liquid mutual funds, $15 million in non-current deposits with corporations, and redeemed mutual fund investments of
$40 million. We also received $11 million on sale of our investment in Yantra Corporation. During fiscal 2004, we invested $205 million in
liquid mutual fund units and paid $10 million for purchase of Infosys Australia.

We provide various loans primarily to employees in India who are not executive officers or directors, including car loans, home loans, personal
computer loans, telephone loans, medical loans, marriage loans, personal loans, salary advances, education loans and loans for rental deposits.
All of these loans, except for the housing and car loans, are available to all of our employees, who are not executive officers or directors, in
India. Housing and car loans are available only to mid-level managers and senior managers. The loan program is designed to assist our
employees and increase employee satisfaction. These loans are generally collateralized against the assets of the loan and the terms of the loans
range from 1 to 100 months. In the aggregate, these loans represented approximately $25 million and $27 million as of March 31, 2005 and
2004. During fiscal 2004, we discontinued fresh disbursements under several of these loan schemes including housing and car loans.

Net cash used in financing activities for fiscal 2005 was $123 million. This primarily comprises $99 million of cash raised by issuance of
common stock on exercise of stock options by employees, offset by dividend payments of $222 million. Dividend payments include a special
one-time dividend of Rs. 25 ($0.56) per equity share paid in June 2004. Net cash used in financing activities for fiscal 2004 primarily comprised
$47 million of dividend payments offset by $27 million of cash raised by issuance of common stock on exercise of stock options by employees
and $10 million raised on issuance of preferred stock by Progeon. As of March 31, 2005 we had contractual commitments for capital
expenditure of $63 million. These commitments include approximately $55 million in domestic purchases and $8 million in imports and
overseas commitments for hardware, supplies and services to support our operations generally, which we expect to be significantly completed by
September 2005.

We have provided information to the public regarding forward-looking guidance on our business operations. This information is consistent with
market expectations.
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Reconciliation between Indian and U.S. GAAP

All financial information in this Prospectus is presented in U.S. GAAP, although we also report for Indian statutory purposes under Indian

GAAP. There are material differences between financial statements prepared in Indian and U.S. GAAP. The material differences that affect us

are primarily attributable to U.S. GAAP requirements for the:

accounting for stock-based compensation;

accounting for foreign exchange forward contracts;

amortization of intangible assets; and

deferred taxes arising due to GAAP differences.

Reconciliation of Net Income

Net profit as per Indian GAAP

Amortization of stock compensation expense
Forward contracts marked to market
Provision for investments

Amortization of intangible assets

Others

Deferred taxes arising due to GAAP differences

Net income as per U.S. GAAP

Quantitative and Qualitative Disclosures about Market Risk

General

Market risk is attributable to all market sensitive financial instruments including foreign currency receivables and payables. The value of a

Fiscal
2003 2004 2005
$197 $272 $423
5 3
1 4 4)
2
2
2
(1 2
$ 195 $270 $419

financial instrument may change as a result of changes in the interest rates, foreign currency exchange rates, commodity prices, equity prices and

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

Risk Management Procedures

We manage market risk through treasury operations. Our treasury operations objectives and policies are approved by senior management and our
audit committee. The activities of treasury operations include management of cash resources, implementing hedging strategies for foreign
currency exposures, borrowing strategies, if any, and ensuring compliance with market risk limits and policies.

Components of Market Risk

Exchange rate risk. Our exposure to market risk arises principally from exchange rate risk. Even though our functional currency is the Indian
rupee, we transact a major portion of our business in foreign currencies, particularly the U.S. dollar. The exchange rate between the rupee and
the dollar has changed substantially in
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recent years and may fluctuate substantially in the future. Consequently, the results of our operations are adversely affected as the rupee
appreciates against dollar. For fiscal 2005 and 2004, U.S. dollar denominated revenues represented 79.4% and 84.9% of total revenues. Our
exchange rate risk primarily arises from our foreign currency revenues, receivables and payables. We have sought to reduce the effect of
exchange rate fluctuations on our operating results by purchasing derivative instruments such as foreign exchange forward contracts to cover a
portion of outstanding accounts receivable. As of March 31, 2005 and 2004, we had outstanding forward contracts in the amount of $353 million
and $149 million. These contracts typically mature within one to twelve months, must be settled on the day of maturity and may be cancelled
subject to the payment of any gains or losses in the difference between the contract exchange rate and the market exchange rate on the date of
cancellation. We use these derivative instruments only as a hedging mechanism and not for speculative purposes. We may not purchase adequate
instruments to insulate ourselves from foreign exchange currency risks. The policies of the Reserve Bank of India may change from time to time
which may limit our ability to hedge our foreign currency exposures adequately. In addition, any such instruments may not perform adequately
as a hedging mechanism. We may, in the future, adopt more active hedging policies, and have done so in the past.

Fair value. The fair value of our market rate risk sensitive instruments approximates their carrying value.

Recent Accounting Pronouncements

Recently, the Financial Accounting Standards Board issued SFAS No. 123 (revised 2004), Share-Based Payment requiring companies to change
their accounting policies to record the fair value of stock options issued to employees as an expense. Currently, we do not deduct the expense of
employee stock option grants from our income based on the fair value method as we had adopted the pro forma disclosure provisions of SFAS
No. 123, Accounting for Stock-Based Compensation. The unamortized stock compensation expense as of March 31, 2005, as determined under
the fair value method is approximately $15 million. Pursuant to the Securities and Exchange Commission Release No. 33-8568, we are required
to adopt SFAS 123R from April 1, 2006. The change in the standard will adversely affect our operating results in the event we make any future
grants. However, had compensation cost for our stock-based compensation plan been determined in a manner consistent with the existing fair
value approach described in SFAS No. 123, our net income as reported would have been reduced to the pro forma amounts of approximately
$393 million, $223 million and $138 million in fiscal 2003, fiscal 2004 and fiscal 2003.

Critical Accounting Policies

We consider the policies discussed below to be critical to an understanding of our financial statements as their application places the most
significant demands on management s judgment, with financial reporting results relying on estimation about the effect of matters that are
inherently uncertain. Specific risks for these critical accounting policies are described in the following paragraphs. For all of these policies,
future events rarely develop exactly as forecast, and the best estimates routinely require adjustment.

Estimates

We prepare financial statements in conformity with U.S. GAAP, which requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities on the date of the financial statements and the reported amounts of
revenues and expenses during the financial reporting period. We primarily make estimates related to contract costs expected to be incurred to
complete development of software, allowances for doubtful accounts receivable, our future obligations under employee retirement and benefit
plans, useful lives of property, plant and equipment, future income tax liabilities and contingencies and litigation.
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circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily
apparent from other sources. Since the use of estimates is an integral component of the financial reporting process, actual results could differ
from those estimates.

Revenue Recognition

We derive our revenues primarily from software development and related services, licensing of software products and from business process
management services. We make and use significant management judgments and estimates in connection with the revenue that we recognize in
any accounting period. Material differences may result in the amount and timing of our revenue for any period, if we made different judgments
or utilized different estimates.

Arrangements with customers for software development and related services are either on a fixed-price, fixed-timeframe or on a
time-and-material basis. Revenue on time-and-material contracts is recognized as the related services are rendered. Revenue from the end of the
last billing to the balance sheet date is recognized as unbilled revenues. Maintenance revenues are recognized ratably over the term of the
underlying maintenance arrangement. When the company receives advances for services and products, such amounts are reported as client
deposits until all conditions for revenue recognition are met.

Revenue from our fixed-price arrangements for software development and related services that involves significant production, modification or
customization of the software, is accounted for in conformity with ARB No. 45, using the guidance in Statement of Position (SOP) 81-1, and the
Accounting Standards Executive Committee s conclusion in paragraph 95 of SOP 97-2. Fixed-price arrangements, which are similar to contracts
to design, develop, manufacture, or modify complex aerospace or electronic equipment to a buyer s specification or to provide services related to
the performance of such contracts and contracts for services performed by architects, engineers, or architectural or engineering design firms, as
laid out in Paragraph 13 of SOP 81-1, are also accounted for in conformity with SOP 81-1.

In the above mentioned fixed price arrangements, revenue has been recognized using the percentage-of-completion method. Costs and earnings
in excess of billings are classified as unbilled revenue while billings in excess of costs and earnings are classified as unearned revenue. In
measuring progress towards completion, we have selected a method that we believe is reliable and best approximates the progress to completion.
The input (efforts expended) method has been used to measure progress towards completion as there is a direct relationship between hourly
labor input and productivity and the method indicates the most reliable measure of progress. However, we evaluate each contract and apply
judgment to ensure the existence of a relationship between hourly labor input and productivity.

At the end of every reporting period, we evaluate each project for estimated revenue and estimated efforts. Any revisions or updates to existing
estimates are made wherever required by obtaining approvals from officers having the requisite authority. Management regularly reviews and
evaluates the status of each contract in progress to estimate the profit or loss. As part of the review, detailed actual efforts and a realistic estimate
of efforts to complete all phases of the project is compared with the details of the original estimate and the total contract price. To date, we have
not had any fixed-price, fixed-timeframe contracts that resulted in a material loss. However, our policy is to establish a provision for losses on a
contract as soon as losses become evident. We evaluate change orders according to their characteristics and the circumstances in which they
occur. If such change orders are considered by the parties to be a normal element within the original scope of the contract, no change in the
contract price is made. Otherwise, the adjustment to the contract price may be routinely negotiated. Contract revenue and costs are adjusted to
reflect change orders approved by the client and us, regarding both scope and price. Changes are reflected in revenue recognition only after the
change order has been approved by both parties. The same principle is also followed for escalation clauses. Costs that are incurred for a specific
anticipated contract that will result in no future benefits unless the contract is obtained are not included in
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contract costs or deferred costs before the signing of the contract. Such costs are deferred only if the costs can be directly associated with a
specific anticipated contract and if their recoverability from that contract is determined to be probable.

We provide our clients with a fixed-period warranty for corrections of errors and telephone support on all fixed-price, fixed-timeframe contracts.
Costs associated with such support services are accrued at the time related revenues are recorded and included in cost of revenues. We estimate
such costs based on historical experience, and review estimates on a periodic basis for any material changes in assumptions and likelihood of
occurrence.

In accordance with SOP 97-2, Software Revenue Recognition, license fee revenues are recognized when persuasive evidence of an arrangement
exists, delivery has occurred, the license fee is fixed and determinable, and the collection of the fee is probable. Arrangements to deliver our
software product generally have three elements: license, implementation and Annual Technical Services, or ATS. We have applied the principles
in SOP 97-2 to account for revenue from these multiple element arrangements. Vendor Specific Objective Evidence of fair value or VSOE has
been established for ATS. VSOE is the price charged when the element is sold separately. When other services are provided in conjunction with
the licensing arrangement, the revenue from such contracts are allocated to each component of the contract using the residual method, whereby
revenue is deferred for the undelivered services and the residual amounts are recognized as revenue for delivered elements. In the absence of an
established VSOE for implementation, the entire arrangement fee for license and implementation is recognized as the implementation is
performed. Revenue from client training, support and other services arising due to the sale of software products is recognized as the services are
performed. ATS revenue is recognized ratably over the period in which the services are rendered.

Revenues from business process management and other services are recognized on both the time-and-material and fixed-price, fixed-timeframe
bases. Revenue on time-and-material contracts is recognized as the related services are rendered. Revenue from fixed-price, fixed-timeframe
contracts is recognized as per the proportional performance method using an output measure of performance.

We recognize revenue only on collectibility being probable and hence credit losses do not have an impact on our revenue recognition policy.
Fluctuations in our provisions for bad debts and write offs of uncollectible accounts depend on the financial health and economic environment
governing our clients. Our provisions are based on specific identification of the credit loss. No one client has contributed significantly to credit
losses. We have had no significant changes in our collection policies or payment terms.

Income Tax

As part of our financial reporting process, we are required to estimate our liability for income taxes in each of the tax jurisdictions in which we
operate. This process requires us to estimate our actual current tax exposure together with an assessment of temporary differences resulting from
differing treatment of items, such as depreciation on property, plant and equipment, for tax and accounting purposes. These differences result in
deferred tax assets and liabilities, which are included within our balance sheet.

We face challenges from domestic and foreign tax authorities regarding the amount of current taxes due. These challenges include questions
regarding the timing and amount of deductions and the allocation of income among various tax jurisdictions. Based on our evaluation of our tax
position and the information presently available to us, we believe we have adequately accrued for probable exposures as of March 31, 2005. To
the extent we are able to prevail in matters for which accruals have been established or are required to pay amounts in excess of our reserves, our
effective tax rate in a given financial statement period may be materially impacted.
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Our deferred tax liabilities mainly arise from taxable basis differences in foreign exchange forward contracts, intangible assets and investments
in liquid mutual funds. Our deferred tax assets comprise assets arising from basis differences in depreciation on property, plant and equipment,
investments for which the
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ultimate realization of the tax asset may be dependent on the availability of future capital gains, and provisions for doubtful accounts receivable.
We assess the likelihood that our deferred tax assets will be recovered from future taxable income. This assessment takes into consideration tax
planning strategies, including levels of historical taxable income and assumptions regarding the availability and character of future taxable
income over the periods in which the deferred tax assets are deductible. We believe it is more likely than not that we will realize the benefits of
those deductible differences, net of the existing valuation allowance at March 31, 2005. The ultimate amount of deferred tax assets realized may
be materially different from those recorded, as influenced by potential changes in income tax laws in the tax jurisdictions where we operate.

To the extent we believe that realization of a deferred tax asset is not likely, we establish a valuation allowance or increase this allowance in an
accounting period and include an expense within the tax provision in our statements of income. As of March 31, 2005 and March 31, 2004, we
recorded valuation allowances of $1 million and $2 million due to uncertainties related to our ability to utilize some of our deferred tax assets
comprising provisions for doubtful accounts receivable and investments. In the event that actual results differ from these estimates of valuation
allowance or if we adjust these estimates in future periods, we may need to establish an additional valuation allowance, which could materially
impact our financial position and results of operations.

Business Combinations, Goodwill and Intangible Assets

‘We account for business combinations in accordance with SFAS No. 141, Business Combinations. Cash and amounts of consideration that are
determinable at the date of acquisition are included in determining the cost of the acquired business. The accounting for contingent consideration
based on earnings or other performance measures is a matter of judgment that depends on the relevant facts and circumstances. If the substance
of the contingent consideration is to provide compensation for services, use of property, or profit sharing, we account for the additional
consideration as an expense of the appropriate period. Otherwise, the additional consideration paid is recorded as an additional cost of the
acquired business.

Goodwill represents the cost of the acquired businesses in excess of the fair value of identifiable tangible and intangible net assets purchased.
We generally seek the assistance of independent valuation experts in determining the fair value of the identifiable tangible and intangible net
assets of the acquired business. We assign all the assets and liabilities of the acquired business, including goodwill, to reporting units in
accordance with SFAS No. 142, Goodwill and Other Intangible Assets.

We test goodwill for impairment on an annual basis. In this process, we rely on a number of factors including operating results, business plans
and future cash flows. Recoverability of goodwill is evaluated using a two-step process. The first step involves a comparison of the fair value of
a reporting unit with its carrying value. If the carrying amount of the reporting unit exceeds its fair value, the second step of the process involves
a comparison of the fair value and carrying value of the goodwill of that reporting unit. If the carrying value of the goodwill of a reporting unit
exceeds the fair value of that goodwill, an impairment loss is recognized in an amount equal to the excess. Goodwill of a reporting unit will be
tested for impairment between annual tests if an event occurs or circumstances change that would more likely than not reduce the fair value of
the reporting unit below its carrying amount.

We amortize intangible assets over their respective individual estimated useful lives on a straight-line basis. Our estimates of the useful lives of
identified intangible assets are based on a number of factors including the effects of obsolescence, demand, competition, and other economic
factors (such as the stability of the industry, and known technological advances), and the level of maintenance expenditures required to obtain
the expected future cash flows from the asset.
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comparison of the carrying amount of an asset to future undiscounted net cash flows expected to be generated by the asset. If such assets are
considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying value of the assets exceeds the fair
value of the assets.

In evaluating goodwill and intangible assets for impairment, we may seek the assistance of independent valuation experts, perform internal
valuation analyses and consider other information that is publicly available. The results of our evaluation may be dependent on a number of
factors including estimates of future market growth and trends, forecasted revenue and costs, discount rates and other variables. While we use
assumptions which we believe are fair and reasonable, actual future results may differ from the estimates arrived at using the assumptions.

Off-Balance Sheet Arrangements

None.

Contractual Obligations

Set forth below are our outstanding contractual obligations as of March 31, 2005.

Contractual obligations ($ in millions) Total Less than 1 year 1-3 years 3-5 years More than 5 years
Operating lease obligations $ 31 $ 6 $ 12 $ 7 $ 6
Purchase obligations 104 104

Preferred stock of subsidiary 21 21
Other long term liabilities 5

Post employment benefits 15 1 2 4 8
Total $176 $ 111 $ 14 $ 11 $ 40

Purchase Obligation means an agreement to purchase goods or services that is enforceable and legally binding on the company that specifies all
significant terms, including: fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and the approximate
timing of the transaction.
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BUSINESS

Company Overview

Infosys is a leading global technology services firm. We provide comprehensive end-to-end business solutions that leverage technology for our
clients, including consulting, design, development, software re-engineering, maintenance, systems integration, package evaluation and
implementation and infrastructure management services. We also provide software products to the banking industry. Through Progeon, we
provide business process management services such as offsite customer relationship management, finance and accounting, and administration
and sales order processing. Our clients rely on our solutions to enhance their business performance.

Our professionals deliver high quality solutions through our Global Delivery Model. Using our Global Delivery Model, we divide projects into
components that we execute simultaneously at client sites and at our development centers in India and around the world. We optimize our cost
structure by maintaining the flexibility to execute project components where it is most cost effective. Our Global Delivery Model, with its easily
scalable infrastructure and ability to execute project components around the clock and across time zones, enables us to reduce project delivery
times.

We have organized our sales, marketing and business development teams to focus on specific geographies and industries, thus enabling us to
customize our service offerings to our clients needs. Our primary geographic markets are North America, Europe and the Asia-Pacific region.
We serve clients in financial services, manufacturing, telecommunications, retail, utilities, logistics and other industries. Some of our top 25
clients by revenues (including their affiliates) in the core industries we serve include Aetna, DaimlerChrysler, DHL and Telstra. Repeat business
represented 95.4% and 93.4% of our revenues during fiscal 2005 and 2004.

We believe we have among the best talent in the Indian technology services industry, and we are committed to remain among the industry s
leading employers. In 2004, we ranked second on Dataquest India s list of the Best Employers for the IT industry in India and Computerworld
ranked us as one of the 100 Best Places to Work for IT Professionals in the United States. Recently, we were named India s Best Managed
Company based on a study conducted by Business Today and A.T. Kearney.

Our revenues grew from $414 million in fiscal 2001 to $1,592 million in fiscal 2005, representing a compound annual growth rate of 40.0%. Our
net income grew from $132 million to $419 million during the same period, representing a compound annual growth rate of 33.5%. For fiscal
2005, we had revenues and net income of $1,592 million and $419 million, representing increases of 49.8% and 55.2% over fiscal 2004. Our
total employees grew from approximately 9,800 at March 31, 2001 to approximately 36,800 at March 31, 2005, representing a compound annual
growth rate of 39.2%.

Founded in 1981 and headquartered in Bangalore, India, we completed our initial public offering of equity shares in India in 1993 and our initial
public offering of ADSs in the United States in 1999. In August 2003, we completed a sponsored secondary offering of ADSs in the United
States on behalf of our shareholders.

Progeon is our majority-owned subsidiary. Infosys Australia, Infosys China and Infosys Consulting are our wholly-owned subsidiaries. The
address of our registered office is Electronics City, Hosur Road, Bangalore 560 100, Karnataka, India. The telephone number of our registered
office is +91 (80) 2852 0261. Our agent for service in the United States is CT Corporation System, 818 West Seventh Street, Los Angeles, CA
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90017. Our website addresses are www.infosys.com and www.infy.com and do not constitute a part of this prospectus.

Our Industry

Changing economic and business conditions, rapid technological innovation, proliferation of the Internet and increasing globalization are
creating an increasingly competitive market environment that is driving corporations to transform the manner in which they operate. Customers
are increasingly demanding improved
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products and services with accelerated delivery times and at lower prices. To adequately address these needs, corporations are focusing on their
core competencies and are using outsourced technology service providers to help improve productivity, develop new products, conduct research
and development activities, reduce business risk, and manage operations more effectively.

The role of technology has evolved from supporting corporations to transforming them. The ability to design, develop, implement, and maintain
advanced technology platforms and solutions to address business and customer needs has become a competitive advantage and a priority for
corporations worldwide. Concurrently, the prevalence of multiple technology platforms and a greater emphasis on network security and
redundancy have increased the complexity and cost of IT systems, and have resulted in greater technology-related risks. The need for more
dynamic technology solutions and the increased complexity, cost and risk associated with these technology platforms has created a growing need
for specialists with experience in leveraging technology to help drive business strategy.

Market Trends

There is an increasing need for highly skilled technology professionals in the markets in which we operate. At the same time, corporations are
reluctant to expand their internal IT departments and increase costs. These factors have increased corporations reliance on their outsourced
technology service providers and are expected to continue to drive future growth for outsourced technology services.

In October 2004, the Gartner 2004 IT Spending and Staffing Survey indicated that enterprises will increase 2005 IT operating budgets by 5%
over 2004 levels. Further, in January 2005, Gartner projected in its Market Trends: IT Services Market, Worldwide, 2002-2008, that the global
IT services market will grow from $569.6 billion in 2003 to $754.8 billion in 2008, representing a compound annual growth rate of
approximately 5.8%.

Increasing Trend Towards Offshore Technology Services

Outsourcing the development, management and ongoing maintenance of technology platforms and solutions has become increasingly important.
Corporations are increasingly turning to offshore technology service providers to meet their need for high quality, cost competitive technology
solutions. As a result, offshore technology service providers have become mainstream in the industry and continue to grow in recognition and
sophistication. The effective use of offshore technology services offers a variety of benefits, including lower total cost of ownership of IT
infrastructure, lower labor costs, improved quality and innovation, faster delivery of technology solutions and more flexibility in scheduling.
According to Gartner s Global Offshore Sourcing Predictions report published in June 2004, less than 3% of global corporate IT services
spending will be globally sourced in 2004. By 2007, Gartner expects that the globally sourced component of IT services spending will be about
$50 billion, or 7% of total global IT services spending. In addition, technology companies are also recognizing the benefits of offshore
technology service providers in software research and development, and related support functions and are outsourcing a greater portion of these
activities.

The India Advantage

India is recognized as the premier destination for offshore technology services. In June 2004, the Gartner Strategic Analysis Report: India
Maintains Its Offshore Leadership Position indicated that through 2008 India will remain the dominant offshore service provider, with no other
nation achieving a double-digit share of global offshore service revenue. According to a Fact Sheet on the Indian IT Industry recently published
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by NASSCOM, the total combined Indian IT services and IT-enabled services export market in 2004 was nearly $13 billion. A report published
by NASSCOM-KPMG in 2004 indicated that the total Indian IT services and IT-enabled services export market is projected to grow to $49
billion by 2009.

There are several key factors contributing to this growth.
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High Quality Delivery. According to a report by Dataquest India published in October 2003, 75% of the world s SEI-CMM Level 5-assessed
development centers were located in India. SEI-CMM is the Carnegie Mellon Software Engineering Institute s Capability Maturity Model, which
assesses the quality of organizations management system processes and methodologies. Level 5 is the highest level of the CMM assessment.

Significant Cost Benefits. The NASSCOM Strategic Review 2005 suggests that overseas companies could realize savings of 40% to 50% by
utilizing offshore resources provided by Indian companies.

Abundant Skilled Resources. India has a large and highly skilled English-speaking labor pool. According to the NASSCOM Strategic Review
2005, India produces approximately 2.5 million university and college graduates, including approximately 290,000 engineering degree and
diploma holders from its educational institutions annually.

The factors listed above also make India the premier destination for other services such as IT-enabled services, which we refer to as business
process management. Industry analysts have observed that business process management services of leading offshore technology service
providers have strong prospects for growth given the providers experience, proven track record and breadth of client relationships. According to
a Fact Sheet on the Indian IT Industry recently published by NASSCOM, the total Indian IT-enabled services export market in 2004 was nearly
$4 billion. The 2004 NASSCOM-KPMG report estimates that the Indian IT-enabled services exports market will grow to approximately $21
billion by 2009.

While these advantages apply to a majority of companies with offshore capabilities in India, we believe that there are additional factors critical
to a successful, sustainable and scalable technology services business. These factors include the ability to:

effectively integrate onsite and offshore execution capabilities to deliver seamless, scalable services;

increase depth and breadth of service offerings to provide a one-stop solution in an environment where corporations are increasingly
reducing the number of technology services vendors they are using;

develop and maintain knowledge of a broad range of existing and emerging technologies;

demonstrate significant domain knowledge to understand business processes and requirements;

leverage in-house industry expertise to customize business solutions for clients;

attract and retain high quality technology professionals; and

make strategic investments in human resources and physical infrastructure (or facilities) throughout the business cycle.

Evolution of Technology Outsourcing
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The nature of technology outsourcing is changing. Historically, corporations either outsourced their technology requirements entirely or on a
standalone project-by-project basis. In an environment of rapid technological change, globalization and regulatory changes, the complete
outsourcing model is often perceived to limit a corporation s operational flexibility and not fully deliver potential cost savings and efficiency
benefits. Similarly, project-by-project outsourcing is also perceived to result in increased operational risk and coordination costs, as well as
failing to fully leverage technology service providers full ranges of capabilities. To address these issues, corporations are developing a more
systematic approach to outsourcing that necessitates their technology service providers to develop specialized systems, processes and solutions
along with cost-effective delivery capabilities.

Our Competitive Strengths

We believe our competitive strengths include:

Innovation and Leadership. We are a pioneer in the technology services industry. We were one of the first Indian companies to achieve a
number of significant milestones which has enhanced our reputation in the
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marketplace. For example, we were one of the first companies to develop and deploy a global delivery model and attain SEI-CMMI Level 5
certification for both our offshore and onsite operations. More recently, we established a business consulting practice in the United States which
leverages our Global Delivery Model. In addition, we were the first Indian company to list on a U.S. stock exchange.

Proven Global Delivery Model. We believe our highly evolved Global Delivery Model represents a key competitive advantage. Over the past
decade, we have developed our onsite and offshore execution capabilities to deliver high quality and scalable services. In doing so, we have
made substantial investments in our processes, infrastructure and systems, and have refined our Global Delivery Model to effectively integrate
onsite and offshore technology services. Our Global Delivery Model provides clients with seamless, high quality solutions in reduced
timeframes enabling our clients to achieve operating efficiencies and realize significant cost savings. To address changing industry dynamics, we
continue to refine our Global Delivery Model. Through our recently developed Modular Global Sourcing framework, we assist clients in
segmenting their internal business processes and applications, including IT processes, and outsourcing these segments selectively on a modular
basis to reduce risk and cost and increase operational flexibility. We believe that this approach and other ongoing refinements to our Global
Delivery Model help us retain our industry leadership position.

Comprehensive and Sophisticated End-to-End Solutions. Our suite of comprehensive, end-to-end technology-based solutions enables us to
extend our network of relationships, broaden our dialogue with key decision makers within each client, increase the points of sale for new clients
and diversify our service-mix. As a result, we are able to capture a greater share of our clients technology budgets. Our suite of solutions
encompasses consulting, design, development, software re-engineering, maintenance, systems integration and package evaluation and
implementation, and through Progeon, business process management services. Through our domain competency group and software engineering
and technology lab, we research and engineer new solutions tailored for our clients and their respective industries. More recently, through the
creation of Infosys Consulting, we have enhanced our ability to provide strategic and competitive analysis and complex operational consulting
services. We have a well-defined methodology to update and extend our service offerings to meet the evolving needs of the global marketplace.

Commitment to Superior Quality and Process Execution. We have developed a sophisticated project management methodology to ensure timely,
consistent and accurate delivery of superior quality solutions to maintain a high level of client satisfaction. We constantly benchmark our
services and processes against globally recognized quality standards. Certifications we have received include SEI-CMMI Level 5 and ISO
14001.

Long-Standing Client Relationships. We have long-standing relationships with large multi-national corporations built on successful prior
engagements with them. Our track record of delivering high quality solutions across the entire software life cycle and our strong domain
expertise helps us to solidify these relationships and gain increased business from our existing clients. As a result, we have a history of client
retention and derive a significant proportion of revenues from repeat clients. Approximately 35.0% and 39.3% of our revenue from top 100
clients during fiscal 2005 and 2004 has been contributed by entities who have been our clients since fiscal 1998. During fiscal 2005 and 2004,
95.4% and 93.4% of our revenues were generated from existing clients.

Status as an Employer of Choice. We believe we have among the best talent in the Indian technology services industry and we are committed to
remain among the industry s leading employers. We have a presence in nine cities in India, allowing us to recruit technology professionals with
specific geographic preferences. Our diverse workforce includes employees of 53 nationalities. Our training programs ensure that new hires
enhance their skills in alignment with our requirements and are readily deployable upon completion of their training programs. Our lean
organizational structure and strong unifying culture facilitate the sharing of knowledge and best practices among our employees.

Ability to Scale. We have successfully managed our growth by investing in infrastructure and by rapidly recruiting, training and deploying new
professionals. We currently have 33 global development centers, the

Table of Contents 96



Table of Contents

Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

51

97



Edgar Filing: INFOSYS TECHNOLOGIES LTD - Form F-3/A

Table of Conten

largest of which are located in India. We also have development centers in Australia, Canada, China, Japan, Mauritius and locations in the
United States and Europe. Our financial position allows us to make the investments in infrastructure and personnel required to continue growing
our business. We can rapidly deploy resources and execute new projects through the scalable network of our global delivery centers. Between
March 31, 2001 and March 31, 2005, our total employees grew from approximately 9,800 to approximately 36,800. We had approximately
36,800 employees as of March 31, 2005 representing an increase of approximately 11,100 employees, net of attrition, from March 31, 2004.

Our Strategy

We seek to further strengthen our position as a leading global technology services company by successfully differentiating our service offerings
and increasing the scale of our operations. To achieve these goals, we seek to:

Increase Business from Existing and New Clients. Our goal is to build enduring relationships with both existing and new clients. With existing
clients, we aim to expand the nature and scope of our engagements by increasing the size and number of projects and extending the breadth of
our service offerings. For new clients, we seek to provide value-added solutions by leveraging our in-depth industry expertise and expanding the
breadth of services offered to them beyond those in the initial engagement. We manage first-time engagements by educating clients about the
offshore model, taking on smaller projects to minimize client risk and demonstrating our superior execution capabilities. We also plan to
increase our recurring business with clients by providing software re-engineering, maintenance, infrastructure management and business process
management services which are long-term in nature and require frequent client contact. Our newly formed Strategic Global Sourcing Group is
comprised of senior professionals and has been established to identify, secure and manage new, large, and long-term client engagements.

Expand Geographically. We seek to selectively expand our global presence to enhance our ability to service clients. We plan to accomplish this
by establishing new sales and marketing offices, representative offices and global development centers to expand our geographical reach. We
intend to increase our presence in China through Infosys China, in the Czech Republic and Eastern Europe directly and through Progeon, and in
Australia through Infosys Australia. We intend to use our operations in these regions to eventually support clients in the local market as well as
our global clients.

Continue to Invest in Infrastructure and Employees. We intend to continue to invest in physical and technological infrastructure to support our
growing worldwide development and sales operations and to increase our productivity. In 2004, we invested in a major upgrade of our systems
to re-architect, expand and consolidate our international bandwidth capacity from India to the United States. To enhance our ability to hire and
successfully deploy increasingly greater numbers of technology professionals, we intend to continue investing in recruiting, training and
maintaining a challenging and rewarding work environment. During fiscal 2005, we screened over 1,348,800 employment applications, tested
over 122,000 applicants, interviewed over 36,600 applicants and made approximately 14,500 offers of employment. These statistics do not
include Progeon or our other subsidiaries. We have also recently completed the construction of an employee training facility in Mysore, India to
further enhance our employee training capabilities. The Mysore facility is able to house 4,500 trainees at any one time, and is able to provide the
facilities required for the training of approximately 12,000 employees annually.

Continue to Enhance our Solution Set. We seek to continually enhance our portfolio of solutions as a means of developing and growing our
business. To differentiate our services, we focus on emerging trends, new technologies, specific industries and pervasive business issues that
confront our clients. In recent years, we have added new service offerings, such as consulting, business process management, systems integration
and infrastructure management, which are major contributors to our growth. We also recently established Infosys Consulting to add additional
operational and business consulting capabilities to our Global Delivery Model. Furthermore, our new Modular Global Sourcing framework and
other refinements to our Global Delivery Model enhance our ability to service our customers.
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Continue to Develop Deep Industry Knowledge. We continue to build specialized industry expertise in the financial services, manufacturing,
telecommunications, retail, transportation and logistics industries. We combine deep industry knowledge with an understanding of our clients
needs and technologies to provide high value, quality services. Our industry expertise can be leveraged to assist other clients in the same
industry, thereby improving quality and reducing the cost of services to our clients. We will continue to build on our extensive industry expertise
and enter into new industries.

Enhance Brand Visibility. We continue to invest in the development of our premium brand identity in the marketplace. Our branding efforts
include participating in media and industry analyst events, sponsorship of and participation in targeted industry conferences, trade shows,
recruiting efforts, community outreach programs and investor relations. We have instituted the Wharton Infosys Business Transformation
Award, offered jointly with the Wharton School at the University of Pennsylvania to recognize visionaries and Global 2000 organizations that
use technology innovatively to transform their industries. We believe that a strong and recognizable Infosys brand will continue to facilitate the
new-business lead generation process and enhance our ability to attract talented personnel globally.

Pursue Alliances and Strategic Acquisitions. We intend to continue to develop alliances that complement our core competencies. Our alliance
strategy is targeted at partnering with leading technology providers, which allows us to take advantage of emerging technologies in a mutually
beneficial and cost-competitive manner. We also intend to selectively pursue acquisitions that augment our existing skill sets, industry expertise,
client base or geographical presence. In January 2004, we acquired Infosys Australia primarily due to its market position in Australia, skilled
employees, management strength, expertise in the telecommunications industry and potential to serve as a platform for enhancing business
opportunities in Australia.

QOur Global Delivery Model

Our Global Delivery Model allows us to produce where it is most cost effective and sell services where it is most profitable. The Global
Delivery Model enables us to derive maximum benefit from:

access to our large pool of highly skilled technology professionals;

a 24-hour execution capabilities across multiple time zones;

the ability to accelerate delivery times of large projects by simultaneously processing project components;

physical and operational separation of client projects to provide enhanced security;

cost competitiveness across geographic regions;

built-in redundancy to ensure uninterrupted services; and

a knowledge management system that enables us to re-use solutions where appropriate.
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In a typical offshore development project, we assign a team of technology professionals to visit a client s site to determine the scope and
requirements of the project. Once the initial specifications of the project have been established, our project managers return to the relevant global
development center to supervise a larger team of technology professionals dedicated to the development or implementation of the solution.
Typically, a small team remains at the client s site to manage project coordination and address changes in requirements as the project progresses.
Teams return to the client s site when necessary to ensure seamless integration. To the extent required, a dedicated team provides ongoing
maintenance from our global development centers. The client s systems are linked to our facilities enabling simultaneous processing in our global
development centers. Our model ensures that project managers remain in control of execution throughout the life of the project regardless of
location.

For the past 14 years, we have successfully executed projects at our global development centers. We have 33 global development centers, of
which 17 are located in India, 8 are in North America (including 1 in Toronto,
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Canada), 5 are in the Asia-Pacific region and 3 are in Europe. Our largest development centers are located in India. Approximately 71.3% of the
total billed person-months for our services rendered during fiscal 2005 originated from our global development centers in India, with the balance
of the work being performed at client sites and our global development centers located outside India.

Our quality control processes and programs are designed to minimize defects and ensure adherence to pre-determined project parameters.
Additionally, software quality advisors help individual teams establish appropriate processes for projects and adhere to multi-level testing plans.
The project manager is responsible for tracking metrics, including actual effort spent versus initial estimates, project budgeting and estimating
the remainder of efforts required on a project.

Our Global Delivery Model mitigates risks associated with providing offshore technology services to our clients. For our communications needs,
we use multiple service providers and a mix of satellite, terrestrial and optical fiber links with alternate routing. In India, we rely on two
telecommunications carriers to provide high-speed links inter-connecting our global development centers. Internationally, we rely on multiple
satellite links to connect our Indian global development centers with network hubs in other parts of the world. In 2004, we invested in a major
upgrade to re-architect, expand and consolidate international bandwidth capacity from India to the United States. Our significant investment in
redundant infrastructure enables us to provide uninterrupted service to our clients. Our business continuity center in Mauritius enables us to
transfer the execution of a portion of our business activities rapidly from our Indian global development centers to Mauritius and is an example
of our investment in redundant infrastructure.

Modular Global Sourcing

The nature of technology outsourcing is changing. Historically, corporations either outsourced their technology requirements entirely or on a
standalone project-by-project basis. The complete outsourcing model is perceived to be deficient as a result of:

the increased pace of technological change;

continuous change in the business environment due to globalization and deregulation;

the need to better manage risk in an evolving regulatory environment, such as ensuring compliance with the requirements of the
Sarbanes-Oxley Act;

the failure to deliver promised cost savings and expected benefits; and

the changing role of technology from merely improving operational efficiency to becoming an integral part of a corporation s
strategy.

Similarly, project-by-project outsourcing is also perceived to have its deficiencies, resulting in increased operational risk and coordination costs,
as well as the failure to fully leverage service providers full range of capabilities.
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We have developed our Modular Global Sourcing framework to address these issues and assist clients in evaluating and defining, on both a
modular and an enterprise-wide basis, the client s business processes and applications that can be outsourced, and the capabilities required to
effectively deliver those processes and applications to the organization. We then assist the client in assessing whether a particular process,
application or infrastructure is best retained within the organization or is suitable for outsourcing based on various factors including third-party
capabilities, potential cost savings, risks to the organization and importance of the function. Thereafter, we assist in sourcing decisions, the
related risk assessments, transitioning, and program management and execution.

Our systematic approach to evaluating an enterprise s IT systems and business processes under the Modular Global Sourcing framework allows
us to better align our clients business, operations and IT platforms and
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solutions. As a result, our clients are able to fully benefit from our Global Delivery Model to realize cost savings, enhanced efficiencies and
lasting competitive advantages, while retaining control and flexibility. Modular Global Sourcing also positions us to offer the broadest range of
services to the greatest number of clients and to capture a greater share of our clients technology budgets.

Our End-to-End Solutions

We provide comprehensive end-to-end business solutions that leverage technology. Our service offerings include custom application
development, maintenance and production support, software re-engineering, package evaluation and implementation, IT consulting, and other
solutions, including testing services, operations and business process consulting, engineering services, business process management, systems
integration and infrastructure management services. We also provide software products for the banking industry.

We complement our industry expertise with specialist support for our clients using our domain competency group, which has expertise in areas
such as securities, insurance, banking and cash management, supply chain management, manufacturing, retail and distribution, energy and
utilities, healthcare, and travel and tourism. We also use our software engineering group and technology lab to create customized solutions for
our clients. In addition, we continually evaluate and train our professionals in new technologies and methodologies. Finally, we ensure the
integrity of our service delivery by utilizing a scalable, redundant and secure infrastructure.

We generally assume full project management responsibility in each of our solution offerings. We strictly adhere to our SEI-CMMI Level 5
internal quality and project management processes. We have a knowledge management system to enable us to leverage existing solutions across
our company, where appropriate, and have developed in-house tools for project management and software life cycle support. These processes,
methodologies, knowledge management systems and tools reduce the overall cost to the client and enhance the quality and speed of delivery.

Our engagements generally include more than one of the solutions listed below. Revenues attributable to custom application development,
maintenance and production support, software re-engineering, package evaluation and implementation and IT consulting services represented a
majority of our total revenues in fiscal 2005.

Custom Application Development

We provide customized software solutions for our clients. We create new applications and enhance the functionality of our clients existing
software applications. Our projects vary in size and duration. Each project typically involves all aspects of the software development process,
including defining requirements, designing, prototyping, programming, module integration and installation of the custom application. We
perform system design and software coding and run pilots primarily at our global development centers, while transition planning, user training
and deployment activities are performed at the client s site. Our application development services span the entire range of mainframe, client
server and Internet technologies. An increasing proportion of our applications development engagements are related to emerging platforms such
as Microsoft s .NET or open platforms such as J2EE and Linux.

As an example, a large global financial services client needed a single comprehensive system to efficiently manage large volumes of data
relating to its private banking clients located across the world. With a peak team size of 120 professionals working over a 30-month period, we
developed the solution, starting from project definition and application development to global roll-out and subsequent support, which integrated
data from over 20 disparate systems using multiple technologies. The solution has been successfully implemented across the client s offices in
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North America, Europe, Latin America and the Asia-Pacific region. The client s personnel are now able to proactively interpret client data using
a platform that presents a single unified view of their private banking clients. The new system was a major business initiative for our client and
our solution played an important role in the successful execution of their strategy. We continue to work with this client to enhance the
applications that we developed for them.
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Maintenance and Production Support

We provide maintenance services for our clients large software systems that cover a wide range of technologies and businesses, and are typically
critical to a client s business. Our consultants take a proactive approach to software maintenance, by focusing on long-term functionality, stability
and preventive maintenance to avoid problems that typically arise from incomplete or short-term solutions. This approach, coupled with our
quality processes, allows our clients to continually reduce recurring maintenance costs.

While we perform most of the maintenance work at our global development centers using secure and redundant communication links to our
client s systems, we also maintain a team at the client s facility to coordinate certain key interface and support functions.

As an example, a client in the insurance industry was facing difficulties in maintaining its existing legacy systems while simultaneously
developing its new Internet-based system. Working with this client since 1999, we assumed the client s in-house responsibilities, and during 2004
we deployed over 400 professionals across several projects providing maintenance, enhancement and support services to our client, presently for
over 50 applications and 20,000 users covering mainframe, client-server and Internet technologies.

Software Re-engineering

Our software re-engineering services assist our clients in converting their existing IT systems to newer technologies and platforms developed by
third-party vendors. Our re-engineering services include web-enabling our clients existing legacy systems, database migration, implementing
product upgrades, and platform migrations, such as mainframe to client-server and client-server to Internet platforms.

As an example, a client in the computer manufacturing industry had a large, disparate installed base of legacy systems which needed to be
re-engineered to work with open systems with newer technologies. Our team of over 150 professionals re-engineered a suite of applications from
several legacy systems such as VAX/VMS, AS/400 and IBM mainframes, running on Ingres, Sybase and DB2 databases, to new generation
systems such as RS6000/AIX, running on Oracle database and Holos OLAP tools. Our solution provides a unified, enterprise-wide platform for
over 50 applications for 10,000 users spread across North America, Europe and Asia, and we now have been engaged by this client to perform
its follow-up application maintenance function, a function previously performed in-house by the client.

Package Evaluation and Implementation

We assist our clients in the evaluation and implementation of software packages developed by third-party vendors and provide training and
support services in the course of their implementation. We specialize in: enterprise resource planning packages developed by vendors including
Oracle, PeopleSoft, Retek and SAP; supply chain management packages developed by vendors including i2, Manugistics and Oracle; customer
relationship management packages developed by vendors including PeopleSoft (Vantive) and Siebel; business intelligence packages developed
by vendors such as Business Objects and Cognos; and enterprise application integration packages developed by vendors like IBM and TIBCO.
Our engagements cover a broad range of industries such as automotive, beverages, financial services, food, healthcare, manufacturing,
pharmaceuticals, retail, technology and telecommunications.
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As an example, a global automobile manufacturing client needed a solution to track movement of vehicles within its distribution network in
Europe, South Africa and the Asia-Pacific region. We implemented an SAP-based solution that networked dealers located in these regions with
our client s regional offices as well as production sites, on a real-time basis. This particular implementation, phase one of which was completed
by a 180-person team, enabled the client to integrate operations in these regions with a common vehicle management system for all its brands.
Our client and its dealers now have significantly higher visibility of the supply chain, resulting in substantial cost efficiencies and enhanced
customer service.
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IT Consulting

Our IT consulting professionals assist our clients by providing technical advice in developing and recommending appropriate IT architecture,
hardware and software specifications to deliver IT solutions designed to meet specific business and computing objectives. Our IT consulting
professionals often work closely with technology professionals from our industry and services focused groups in delivering these solutions. We
offer IT consulting in the following areas:

migration planning, institution-wide implementation and overall project management involving multiple vendors under a common
architecture; IT infrastructure assessment, which includes assessing our clients IT capabilities against current and future business
requirements and recommending appropriate technology infrastructure; and

technology roadmap development, which allows clients to evaluate emerging technologies and develop the standards and
methodologies for applying those emerging technologies.

As an example, a client in mortgage services needed technical assistance in restructuring its IT systems for loan origination and servicing
operations. A core team of our IT consultants worked with the client s business team to analyze technology driven improvement opportunities.
The team made several recommendations and redesigned the client s core systems architecture for these operations. An implementation roadmap
was also recommended. Because we had developed a clear understanding of the client s systems architecture from this project, we were further
engaged to develop the custom backbone IT application for the client s next generation post-funding system.

To complement and expand our IT consulting practice, we have established Infosys Consulting to deliver our operations and business process
consulting services which we discuss below.

Other Solutions

We have been expanding the nature and scope of our engagements by extending the breadth of services we offer. Recently, we added new
service offerings including testing services, engineering services, business process management, systems integration, infrastructure management
and operational and business process consulting. These services are expected to represent a growing percentage of our total revenues, but
currently represent a less significant percentage of our total revenues. We cannot be certain that these service offerings will effectively meet
client needs or that these services will grow as a percentage of our revenues.

Testing Services. We offer end-to-end validation solutions and services including enterprise test management, performance benchmarking, test
automation and product certification. These services are designed to evaluate the efficiency of our clients technology systems against criteria
specified by our clients. For each particular client, we focus on developing a framework for ongoing testing in order to seek continuous
improvement in the predictability of our client s internal systems. Our service professionals are trained in leading test management tools from
developers such as Mercury Interactive, IBM-Rational and Segue.

As an example, a client in the food distribution business needed to establish a strong validation program for testing various new processes and
functions as part of a major re-engineering program. Our team of validation experts spent approximately 1,000 person months designing,
developing, automating and executing an end-to-end validation program involving integration of the client s disparate legacy systems with four
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new software packages. Our solution involved interacting with over 25 business units and six global software vendors to deliver an integrated,
coherent validation program, which played an important role in our client s re-engineering exercise. We believe this initial project provides us
with a good opportunity to provide follow-up enhancement projects and cross-sell other services to this client.

Operations and Business Process Consulting. Through Infosys Consulting, we offer operations and business process consulting services that
leverage our business, domain and technology expertise utilizing our Global Delivery Model. Our consulting services include strategic and
competitive analysis to help our clients improve
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their business operations and create competitive advantages. We also assist clients in implementing operational changes to their businesses. We
offer consulting services in the areas of:

customer operations, customer service, sales and pricing, marketing analytics and customer relationship management;

product operations, which includes research and development for new products, supply chain transformation, and working capital
efficiency; and

corporate operations, which includes technology strategy, finance, legal and human resources operations.

Our team includes professionals with significant functional and industry expertise and several years of experience with leading global consulting
firms.

As an example, our client, a global transportation company with a presence in over 80 countries, is considering alternative strategies to
structurally reorganize its business in conjunction with its proposed transformation to become an end-to-end logistics and supply chain
management company. We have been given the primary responsibility to design a transformation management office that would utilize world
class processes, templates and tools. In addition, we are recommending strategic IT organizational alternatives to help the client with the
transition of its IT organization. Additional flow-through projects resulting from our engagement are expected to include our various other
service offerings that will utilize our Global Delivery Model. This overall transformation program is expected to enable our client to align its
systems and processes with its new business model and enhance customer service levels in areas such as pricing, collection, delivery time,
tracking of shipments, payment systems and inquiry handling.

Engineering Services. We offer engineering services that primarily assist our clients in the manufacturing sector, in their new product
development process and in managing the life cycles of their existing product lines. We focus on the following areas:

for the automotive, aerospace and heavy equipment industries  applications involving computer-aided design, computer-aided
manufacturing and computer-aided engineering technologies; and

for the automotive, electronics, aerospace and industrial automation industries  design and development of software that is embedded
in various hardware components.

As an example, a client in automotive seating systems and interior supplies needed to reduce costs and cycle time in the design of automotive
seating systems. Our team of professionals employed advanced techniques in mathematics, structural mechanics, finite element analysis,

iterative design and simulation to produce digital prototypes that satisfied both the client s design constraints and applicable regulatory standards.
Creation of digital prototypes reduced the number of physical prototypes that the client otherwise would have needed, hence reducing

turnaround time and production costs.

Business Process Management. We offer business process management services and analysis through Progeon.
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Progeon enables clients to outsource several process-intensive functions related to customer relationship management, finance and accounting,
and administration and sales order processing. Industry specific service offerings include the following:

for the banking industry  payment services, transaction management services, check processing, mortgage and loan account
servicing, collections, customer account management and treasury operations management;

for the insurance and health care industries  policy owner services, claims processing, transaction and reinsurance accounting,
statutory and regulatory reporting, annuities processing and benefits administration;
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for the securities and brokerage industry  client account and data management services, reconciliation services, knowledge-based
services such as fixed income research and analytics, corporate support and other back office services; and

across all industries  customer relationship management, sales order processing, and finance and account services.

As an example, we deliver extensive sales order processing services for a client engaged in telecommunications equipment manufacturing.

Under our current contract, our 700-person team manages 26 discrete processes across a wide spectrum of the client s business, including order
capture and validation, performance of credit checks and monitoring credit utilization, determining discount levels, order finalization and entry

as well as monitoring and updating orders for rejections, cancellations and amendments. Our operations are fully integrated with our clients data
and fax server networks on a real-time, 24-hour basis.

Systems Integration. We develop and deliver solutions that enhance the compatibility between various components of our clients IT
infrastructure. Our services are designed to efficiently integrate technology solutions and software systems by leveraging products from multiple
partners, operating platforms and vendors in order to efficiently meet our clients business needs.

As an example, a client in the banking industry needed to upgrade its obsolete systems infrastructure at all its banking centers, as well as
integrate the system with disparate legacy systems of its recently acquired subsidiary companies. Through process automation and our custom
built tools, we developed a solution which is being implemented with an estimated effort of approximately 900 person-months over a two to
three year period that integrates IT systems at 880 banking centers, workstations and computing infrastructure across the United States. Using
our solution, the client is able to benefit from a unified automated banking system and has upgraded to the newer operating systems without any
significant business disruption.

Infrastructure Management Services. Through this service offering, we manage the operations of our clients IT infrastructure. Our service
offerings include data center management, technical support services, application management services and process
implementation/enhancement services. These services are delivered primarily through our global network and data operations centers in
Bangalore and Pune, India, and several development centers in the United States.

As an example, a client in the electronic components and semiconductor industry needed a more cost-effective approach to maintain its network
infrastructure. Since our initial engagement by the client in 2001, we have taken over the responsibilities of network and security management,
server management, desktop management and enterprise application management, and currently provide comprehensive services including
system administration, database management, network management, application support and desktop support across over 170 servers/operating
systems and over 200 applications. These systems are managed from our centralized location in Bangalore, India covering the client s group
companies spread over 60 locations.

Banking Software Products

We also develop, market and license proprietary banking solutions for the banking industry. Our principal banking products and solutions are the
Finacle® suite of universal banking solution products and professional services.
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Finacle® Suite of Products. Our suite of software products include Finacle® Core Banking, Finacle® eChannels, Finacle® eCorporate, Finacle®
CRM and Finacle® Treasury. The Finacle® suite is a comprehensive, flexible, scalable and fully web-enabled solution that addresses banks core
banking, treasury, wealth management, consumer and corporate e-banking, mobile banking and web-based cash management requirements.
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Professional Services. Our services complement our product suite and include implementation, customization, support, consulting, training and

documentation.

Our Clients

We market our services to large corporations in North America, Europe and the Asia-Pacific Region. We have a strong market presence in North

America and a growing presence in Europe. Our revenues for the last three fiscal years by geographic area are as follows:

Fiscal
2003 2004 2005
North America 729%  712%  65.2%
Europe 17.6%  192%  22.3%
India 2.1% 1.3% 1.9%
Rest of the World 7.4% 83%  10.6%
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