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Patni Computer Systems Limited

SECTION I: RISK FACTORS

Certain Conventions; Use of Market Data

In this Prospectus, the terms “we”, “us”, “our”, the “Company”, “our Company”, or “Patni”, unless the context otherwisesndicat
or implies, refers to Patni Computer Systems Limited and its subsidiaries. All references to the “Selling Shareholdeggihshall m
collectively, Mr. Gajendra K. Patni, Mr. Ashok K. Patni and GE Capital Mauritius Equity Investment (“GE Capital”). Unlaeks state
otherwise, the financial data in this Prospectus is derived from our consolidated financial statements prepared in adttordance
generally accepted accounting principles in the United States (“U.S. GAAP”) included elsewhere in this Prospectus. Also ¢
“Currency of Presentation” on page C of this Prospectus for information on translation of U.S. Dollar amounts presen@uarherein.
fiscal year commences on January 1 and ends on December 31. In this Prospectus, any discrepancies in any table beltween th
and the sums of the amounts listed are due to rounding.

All references herein to the “GE Group” refer collectively to General Electric International Inc., and its affiliates,eeferéditachi
Group” refer collectively to Hitachi and its affiliates and references to the “HP Group” or “HP” refer collectively to thettHewl
Packard Company and its affiliates. All references to “India” contained in this Prospectus are to the Republic of Ifelienedise
to the “US” or the “U.S.” or the “USA”, or the “United States” are to the United States of America, and all referencesaoe"tdK”
the United Kingdom.

In this Prospectus, all references to “allotment” of Equity Shares in this Offer, unless the context otherwise indicdites, atsmp
includes a reference to “transfer” of Equity Shares.

For additional definitions used in this Prospectus, see the section “Definitions and Abbreviations” on page 279 of thissProspec
In the section entitled “Main Provisions of Articles of Association of Patni Computer Systems Limited”, defined terms have th
meaning given to such terms in the Articles of Association of the Company.

Market data used throughout this Prospectus was obtained from industry publications and internal Company reports. Indu:
publications generally state that the information contained in those publications has been obtained from sources believed t
reliable but that their accuracy and completeness are not guaranteed and their reliability cannot be assured. Althowgh we be
market data used in this Prospectus is reliable, it has not been independently verified. Similarly, internal Companyhikports, w
believed by us to be reliable, have not been verified by any independent sources.
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This Prospectus contains certain “forward-looking statements”. These forward-looking statements generally can be identified

words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”, “intend”, “objective”, “plan”, “project”, "shall
“will”, “will continue”, “will pursue” or other words or phrases of similar import. Similarly, statements that describe eatiods,

plans or goals are also forward-looking statements.

FORWARD-LOOKING STATEMENTS

All forward looking statements are subject to risks, uncertainties and assumptions about us that could cause actudiffessults to
materially from those contemplated by the relevant forward-looking statement. Important factors that could cause actoal result
differ materially from our expectations include, among others:

e Our ability to successfully implement our strategy, our growth and expansion plans and technological changes;
e Increasing competition in and the conditions of the global and Indian IT industry;

e General economic and business conditions in India;

e Changes in the value of the Rupee and other currencies; and

e Changes in laws and regulations that apply to the Indian and global IT industry.

For further discussion of factors that could cause our actual results to differ, see “Risk Factors” beginning on page i of t
Prospectus. By their nature, certain market risk disclosures are only estimates and could be materially different framlyhat act
occurs in the future. As a result, actual future gains or losses could materially differ from those that have been estthetedr N
Company, the Selling Shareholders, any member of the Syndicate nor any of their respective affiliates have any obligatien to up
or otherwise revise any statements reflecting circumstances arising after the date hereof or to reflect the occurretgagf under
events, even if the underlying assumptions do not come to fruition. In accordance with SEBI requirements, our Company and
BRLMs will ensure that investors in India are informed of material developments until such time as the grant of listidghgnd tra
permission by the Stock Exchanges.
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CURRENCY OF PRESENTATION

In this Prospectus, all references to “Rupees” and “Rs.” are to the legal currency of India, all references to “U.S Dallars”,
“US$” and “$” are to the legal currency of the United States, all references to “Pounds”, “£” and “U.K. Pound” are to the leg:
currency of the United Kingdom and all references to “Euro” &idfe to the legal currency of the European Union.

In this Prospectus, U.S. Dollar amounts have been translated into Rupees for each period and presented solely to camply wit
requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautioned to not rely on such translated amountsnghe follov
table sets forth, for each period indicated, information concerning the number of Rupees for which one U.S. Dollar could

exchanged at the noon buying rate in the City of New York on the last business day of the particular period for cablatransfer:
Rupees as certified for customs purposes by the Federal Reserve Bank of New York. We have translated the financial data de
from our consolidated financial statements prepared in accordance with U.S. GAAP for each period at the noon buying rate in
City of New York on the last business day of such period. We have translated certain other data which is not derived from
consolidated financial statements prepared in accordance with U.S. GAAP, at the noon buying rate in the City of New York

October 31, 2003, which was Rs.45.33 on such date. The translations should not be considered as a representation that sucl
Dollar amounts have been, could have been or could be converted into Rupees at any particular rate, the rate statecabelow, or

Year ended December 31, Nine months ended September 30,
2000 2001 2002 2002 2003
Noon Buying Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78

Any percentage amounts, as set forth in “Risk Factors”, “Business”, “Management’s Discussion and Analysis of Financial Conditi
and Results of Operations (as per U.S. GAAP)” and elsewhere in this Prospectus, unless otherwise indicated, have bden calct
on the basis of the U.S. Dollar amounts derived from our consolidated financial statements prepared in accordance witR,U.S. GA
and not on the basis of any translated Rupee amount presented solely pursuant to SEBI requirements. Calculation of percel
amounts on the basis of Rupee amounts may lead to results that are different, in a material way, from those calculated as pelr
Dollar amounts.

We have also translated Euro and Pound amounts into Rupees for each period presented, as indicated elsewhere in this Prosy
solely to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautioned to not rely oslatezh tran
amounts. The translations should not be considered as a representation that such Euro or Pound amounts have been, coul
been or could be converted into Rupees at any particular rate, the rate stated elsewhere in this Prospectus, or at all.
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RISK FACTORS

An investment in equity shares involves a high degree of risk. You should carefully consider all of the information in th
Prospectus, including the risks and uncertainties described below, before making an investment in our Equity Shares. If any
the following risks actually occur, our business, results of operations and financial condition could suffer, the tradion§ price
our Equity Shares could decline, and you may lose all or part of your investment.

Internal Risk Factors

Our revenues are highly dependent on a small number of clients, including the GE Group and State Farm Mutual Automobile
Insurance Company (“State Farm Insurance”). The loss of any one of our major clients, a decrease in the volume of work they
outsource to us or a decrease in the price at which we offer our services to them may adversely impact our revenues and
profitability.

We derive a significant portion of our revenues from a limited number of clients. In 2001, 2002 and the nine months emdbed Septe
30, 2003, our largest client, the GE Group, accounted for 56.8%, 50.7% and 42.5% of our revenues, respectively. During the s
periods, our second largest client, State Farm Insurance, accounted for 11.5%, 16.0% and 17.4% of our revenues, respect
and our top ten clients accounted for 82.6%, 84.9% and 80.7% of our revenues, respectively. As a result of our reliance ¢
limited number of clients, including the GE Group and State Farm Insurance, we may face pricing pressure. The volume of w
performed for specific clients is likely to vary from year to year, especially since we are not the exclusive externpteedéce

for our clients. We also expect revenues from these two clients as a percentage of total revenues to decline in futune period
addition, there are a number of factors, other than our performance, that could cause the loss of a client and that may nc
predictable. Our clients may also decide to reduce spending on IT services due to a challenging economic environment and c
factors, both internal and external, relating to their business. The loss of any one of our major clients, a decreasduiméheir

of work they outsource to us or a decrease in the price at which we offer our services to them may adversely impact sur revel
and profitability.

Our success depends in large part upon our highly skilled software professionals and our ability to attract and retain these
personnel. Recently, there has been a significant increase in attrition of our employee base.

Our ability to execute projects and to obtain new clients depends largely on our ability to attract, train, motivate dnghigtain
skilled software professionals, particularly project managers and other mid-level professionals. Our attrition rates have b
negatively affected due to a highly competitive labour market. Our attrition was 15.6% and 11.1% in 2001 and 2002, respective
Our attrition, on an annualised basis, was 15.7%, 20.5% and 26.7% in the three months ended March 31, 2003, June 30, 200
September 30, 2003, respectively. We define attrition as the ratio of the number of employees that have left us duridg a defi
period to the total number of employees that are on our payroll at the end of such period. If we cannot hire and retaah additio
qualified personnel, our ability to bid on and obtain new projects will be impaired and our revenues could decline. Inveeldition
may not be able to expand our business effectively. We believe that there is significant worldwide competition for softwa
professionals with the skills necessary to perform the services we offer. Additionally, we may not be able to redeplaynand retr
our software professionals to keep pace with continuing changes in technology, evolving standards and changing cliees preferer
Our inability to attract and retain software professionals may have a material adverse effect on our business, restitssf opera
and financial condition.

Our revenues and profits are difficult to predict and can vary significantly from quarter to quarter. This could cause our sha
price to decline.

Our quarterly operating results may fluctuate from quarter to quarter. Therefore, we believe that period-to-period coofparison:
our results of operations are not necessarily meaningful and should not be relied upon as an indication of our futuregerforma
It is possible that in the future some of our quarterly results of operations may be below the expectations of markendnalysts
our investors, which could lead to a significant decline of the share price of our Equity Shares.

Factors which affect the fluctuation of our revenues and profits include:

e the proportion of services we perform on a fixed-price or time and material basis;

e the size, timing and profitability of our projects, particularly with our major clients;

e changes in our pricing policies or those of our clients;

e the proportion of services that we perform in our development centres in India as opposed to outside India;
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e the effect of seasonal hiring patterns, unanticipated attrition and the time required to train and productively utilise our ne
employees, particularly software professionals;

e the size and timing of expansion of facilities;
e unanticipated cancellations, non-renewal of our contracts by our clients, contract terminations or deferrals of projects; ant
e unanticipated variations in the duration, size and scope of our projects.

A significant part of our expenses, particularly those related to personnel and facilities, are fixed in advance of day particu
quarter. As a result, unanticipated variations in the number and timing of our projects or employee utilisation ratesemay ca
significant variations in our operating results in any particular quarter. There are also a number of factors other tfiemmauncpe

that are not within our control, that could cause fluctuations in our operating results from quarter to quarter. These include:

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

e currency exchange rate fluctuations, particularly when the Rupee appreciates in value against the U.S. Dollar since/the maj
of our revenues are in U.S. Dollars and a significant part of our costs are in Rupees; and

e other general economic factors.
We have not been able to sustain our previous profit margins.

Our net income increased 18.7% in 2001 compared to 2000 and increased 36.8% in 2002 compared to 2001. However, ou
income margin was 21.9%, 18.5% and 19.1% in 2000, 2001 and 2002, respectively. Our net income increased 3.9% in the |
months ended September 30, 2003 compared to the corresponding period in the prior year, and our net income margin was 2
and 15.7% in the nine months ended September 30, 2002 and 2003, respectively. As we continue to experience higher subcont
costs, increased wage pressure, higher immigration and foreign travel costs, and high selling, general and administsason expe
we may not be able to sustain our profit margin or level of profitability.

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

We have experienced significant growth in revenues in recent years. Our revenues have grown at a compound annual growth
of 36.4% from $101.2 million (Rs.4,731.6 million) in 2000 to $188.3 million (Rs.9,037.1 million) in 2002. Our revenues @ew 33.
from $135.7 million (Rs.6,567.3 million) in the nine months ended September 30, 2002 to $180.5 million (Rs.8,263.8 rttikion) in
nine months ended September 30, 2003. The number of our total employees has grown at a compound annual growth ra
28.7% from 3,365 as at December 31, 2000 to 5,570 as at December 31, 2002. We expect this growth to place significant deman
both our management and our resources. This will require us to continuously evolve and improve our operational, financial
internal controls across the organisation.

In particular, continued expansion increases the challenges involved in:

e recruiting, training and retaining sufficient skilled technical, sales and management personnel;
adhering to our high quality and process execution standards;

maintaining high levels of client satisfaction;

preserving our culture, values and entrepreneurial environment; and

developing and improving our internal administrative infrastructure, particularly our financial, operational, communication
and other internal systems.

Any inability to manage growth may have an adverse effect on our business, results of operation and financial condition.

We derive a significant proportion of our revenues from the insurance, manufacturing and financial services industries. Factors
that affect the economic health or information technology (“IT”) needs of our clients in these industries may adversely affect
our business.

We derive a significant proportion of our revenues from clients in certain industries. In 2001, 2002 and the nine months enc
September 30, 2003, we derived 34.2%, 38.0% and 34.1% of our revenues from the insurance industry, 26.9%, 27.1% and 28.E
our revenues from the manufacturing industry, and 14.9%, 13.9% and 15.9% of our revenues from the financial services indus
respectively. Any significant decrease in IT services spending by clients in these industries may reduce the demand for
services and negatively affect our revenues and profitability.
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Our fixed-price contracts may expose us to additional risks, many of which are beyond our control, which could reduce our
profitability.

As an important element of our business strategy, we provide a high proportion of our services on a fixed-price basis rather t
on a time-and-material basis. Our fixed-price contracts also comprise service level driven fixed-price agreements (“Bteiisprice

In 2002 and the nine months ended September 30, 2003, we derived 51.7% and 48.7% of our revenues, respectively, from fi
price contracts, including fixed-price SLAs. In certain fixed-price SLA contracts, revenues are conditional upon predetermin
performance levels which, if unsatisfactory, could result in lower revenue than anticipated. Although we use our softesiegngin
processes, knowledge management systems and past project experience to reduce the risks associated with estimating, ple
and performing fixed-price projects, we bear the risk of cost overruns and completion delays in connection with these projec
Many of these risks may be beyond our control. Any failure to accurately estimate the resources and time required for a pro
or any failure to complete our contractual obligations within the time frame committed could adversely affect our profitability

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

We are highly dependent on the senior management of Patni and its subsidiaries, including Mr. Narendra K. Patni, our Chairr
and Chief Executive Officer. Our future performance will be affected by the continued service of these persons. We dainot main
key man life insurance for any of the senior members of our management team or other key personnel. Competition for se
management in our industry is intense, and we may not be able to retain such senior management personnel or attract and
new senior management personnel in the future. The loss of any of the members of our senior management or other key persi
may adversely affect our business, results of operations and financial condition.

Our revenues are highly dependent on clients located in the United States. Economic slowdowns and other factors that affect the
economic health of the United States may affect our business.

A significant proportion of our revenues is derived from clients located in the United States. In 2001, 2002 and the réne mon
ended September 30, 2003, 84.4%, 87.6% and 88.9% of our revenues, respectively, were derived from clients located in the U
States. This calculation of revenues by client geography is based on the location of the specific client entity for wd@sh servi
are performed, irrespective of the location where a billing invoice may be rendered. Consequently, if an economic slote@own in
United States continues, our clients may reduce or postpone their IT spending significantly, which may in turn lower the deme
for our services and negatively affect our revenues and profitability.

We operate in a highly competitive environment and this competitive pressure on our business is likely to continue.

The market for IT services is rapidly evolving and highly competitive. We expect that competition will continue to intemsify. W
face competition from:

e Indian IT services companies, such as HCL Technologies Limited, Infosys Technologies Limited, Satyam Computer Servic
Limited, Tata Consultancy Services and Wipro Limited,;

e International IT services companies, such as Accenture Limited, Cognizant Technology Solutions, Computer Scienc
Corporation and Electronic Data Systems;

e Divisions of large multinational technology firms such as International Business Machines Corporation and Hewlett-Packa
Company, and in-house IT departments of large corporations; and

e Other international, national, regional and local firms from a variety of market segments, including major internationiggaccoun
firms, systems consulting and implementation firms, applications software firms, service groups of computer equipme
companies, general management consulting firms, programming companies and temporary staffing firms.

A number of our international competitors are setting up operations in India. Further, a number of our international sompetitc
with existing operations in India are ramping up their presence in India as offshore operations in India have becomerdn impor
element of their delivery strategy. This has resulted in increased employee attrition among Indian vendors and increased w
pressure to retain software professionals and contain such attrition.

Clients who presently outsource a significant proportion of their IT services requirements to vendors in India may sexk to redi
their dependence on one country. We expect that future competition will increasingly include firms with operations in othi
countries, especially those countries with labour costs similar to or lower than India, such as China. A significant part of ¢
competitive advantage has historically been the cost advantage relative to service providers in the United States and Eur
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Since wage costs in this industry in India are presently increasing at a faster rate than those in the United States, anol Europe
ability to compete effectively will become increasingly dependent on our reputation, the quality of our services and mar expert
in specific markets.

Many of our competitors have significantly greater financial, technical and marketing resources and generate greater rever
than us. Clients may prefer vendors that have delivery centres located globally. Therefore, we cannot assure you that we wil
able to retain our clients while competing successfully against such competitors. We believe that our ability to compete a
depends in part on a number of factors beyond our control, including the ability of our competitors to attract, train,andtivate
retain highly skilled technical employees, the price at which our competitors offer comparable services and the extent of «
competitors’ responsiveness to client needs.

We may be liable to our clients for damages caused by system failures. This could damage our reputation and lead to the loss of
clients.

Many of our contracts involve projects that are critical to the operations of our clients’ businesses. They also prouisle bene
that may be difficult to quantify. Any failure in a client's system or breach of security could result in a claim for salbstanti
damages against us. Although we attempt to limit our contractual liability for damages arising from negligent acts, &kas, mis
or omissions in rendering our services, we cannot assure you that the limitations of liability set forth in our servite wohtrac

be enforceable in all instances or will otherwise protect us from liability for damages. While we maintain insurance coverage
errors and omissions, we may not be covered for such claims or damages. Assertions of one or more large claims against us
have an adverse effect on our business, results of operation and financial condition.

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 through non-exclusive master services agreements (“MSAs”). Most of our client project, contrac
including those that are on a fixed-price and fixed-price SLA basis, can be terminated with or without cause, with O to 90 de
notice and without termination-related penalties. Additionally, our MSAs with clients are typically without any commitment to ¢
specific volume of business or future work. Our business is dependent on the decisions and actions of our clients, ara there
number of factors relating to our clients that are outside our control that might result in the termination of a projéxtothe

a client. Our clients may demand price reductions, change their outsourcing strategy by moving more work in-house or to
competitors or replace their existing software with packaged software supported by licensors. Any of these factors ceiyd adver:
affect our revenues and profitability.

We may face difficulties in providing new and existing service offerings, which could lead to clients discontinuing or delaying
their work with us.

We have been expanding the nature and scope of our engagements by extending the breadth of services we offer. We
recently added new service offerings such as business process outsourcing (“BPO”) and new capabilities in enterprise sys
management and research and development services. The success of these new service offerings is dependent, in part,
continued demand for such services by our existing and new clients and our ability to meet this demand in a cost-competitive
effective manner. We cannot be certain that we will be able to attract existing and new clients for such new servicaglyr effect

meet our clients’ needs.

The increased breadth of our service offerings may result in larger and more complex projects for our clients. Thisemilsrequir
to establish closer relationships with our clients, which may increase our sales costs, and also requires a thorouglngnderstar
of their operations. Our ability to establish such relationships will depend on a number of factors including the profioiency o
management personnel and our software professionals as well as our ability to compete effectively and win large engagemer
competition with larger or well-established firms.

Larger projects may involve multiple engagements or stages, and there is a risk that a client may choose not to retain us
additional stages or may cancel or delay additional planned engagements. These terminations, cancellations or delays may |
from the business or financial condition of our clients or the general economy, as opposed to factors related to theoguality of
services. Such cancellations or delays make it difficult to plan for project resource requirements, and inaccuraciesdaarsech re
planning may have a negative impact on our profitability.

In order to enhance our capabilities and address gaps in industry expertise, technical expertise and geographic coverage, we
may undertake strategic acquisitions, which may prove to be difficult to integrate and manage or may not be successful.
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We may pursue strategic acquisition opportunities to enhance our capabilities and address gaps in industry expertise, tech
expertise and geographic coverage. It is possible that we may not identify suitable acquisition or investment candidates or j
venture partners, or if we do identify suitable candidates or partners, we may not complete those transactions on terraycommer
acceptable to us or at all. The inability to identify suitable acquisition targets or investments or joint ventures alityhéoinab
complete such transactions may adversely affect our competitiveness or our growth prospects.

If we acquire another company, we could have difficulty in assimilating that company’s personnel, operations, technology a
software. In addition, the key personnel of the acquired company may decide not to work with us. In some cases, we could
difficulty in integrating the acquired products, services or technologies into our operations. These difficulties couldudisrupt
ongoing business, distract our management and employees and increase our expenses. As at the date of this Prospectt
have not entered into a letter of intent or any definitive commitment or agreement for any material acquisition, inveigiment or
venture transaction.

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

The IT services market is characterised by rapid technological changes, evolving industry standards, changing clienspreferel
and new product and service introductions. Our future success will depend on our ability to anticipate these advances
develop new service offerings to meet client needs. We may not be successful in anticipating or responding to these adva
on a timely basis or, if we do respond, the services or technologies we develop may not be successful in the marketpl:
Furthermore, services or technologies that are developed by our competitors may render our services non-competitive or obsc

Mr. Narendra K. Patni, Mr. Gajendra K. Patni, Mr. Ashok K. Patni, General Atlantic Mauritius Limited (“GA”) and their
affiliates have significant shareholdings in the Company. They have the ability to exercise significant control over us, inahgd
pursuant to the terms of our Articles of Association. Their interests may conflict with your interests as a shareholder.

Our promoters, Mr. Narendra K. Patni, Mr. Gajendra K. Patni and Mr. Ashok K. Patni, together with their families and entitie
controlled by them, including iSolutions Inc., will collectively own 51.3% of our outstanding Equity Shares upon completion o
the Offer. In addition, GA will own 28.3% of our issued Equity Shares upon completion of the Offer.

Our Articles of Association confer certain rights on our promoters and GA relating to the governance of the Company, includi
representation on our board of directors and an ability to adjourn a shareholder or board of director meeting for lack Bf quoru
their representative is not present at the first such meeting. In addition, our Articles of Association can only be amendec
members holding not less than 75% of the Equity Shares (and who are entitled to vote) cast votes in favour of such amendrr
and such votes include the favourable votes of each of the AKP Group, GKP Group, NKP Group and GA so long as the respec
Groups hold at least 10% of the Equity Shares and vote on such amendment. Pursuant to the terms of our Articles of Associa
Mr. Narendra K. Patni is the permanent Chairman of our Board, with a casting vote in the event of a tied vote. Also,@ursuan
the terms of our Articles of Association and a consultancy agreement entered into between the Company and Patni Comp
Systems, Inc., our U.S. subsidiary, Mr. Narendra K. Patni will be the Chief Executive Officer of the Company. As the Chie Exec
Officer, Mr. Narendra K. Patni is entitled to appoint and remove all other key senior personnel and the senior manageshent teal
the Company following consultation with GA. As long as he is the CEO of the Company, Mr. Narendra K. Patni may also elect
be appointed as the Managing Director of the Company. See the discussion beginning on page 266 of this Prospectus |
discussion on certain terms of our Articles of Association.

Accordingly, the promoter group and GA persons have the ability to exercise significant influence over matters requirahdeshareh
approval or approval by our board of directors. This could delay, defer or prevent a change in control of our Company, imped
merger, consolidation, take-over or other business combination involving us, or discourage a potential acquirer from makin
tender offer or otherwise attempting to obtain control of our Company.

In addition, Mr. Gajendra K. Patni and Mr. Ashok K. Patni, who are executive directors in our Company, also have managem:
control of all of our promoter group companies. While these companies are currently not competing with us in a material manr
we cannot assure you that, in future, they would not compete for our business and that their interests may not conélict with
interests of our Company. Under our Articles of Association, our promoters have agreed not to promote or participate in &
business competing with the Company’s business of developing computer software (including internet applications). Howev
this non-compete will not be applicable after a period of one year following the Offer. Also, the non-compete does not apply
the promoters’ participation and interest in PCS Industries Limited, Patni Computer Systems, Inc. and their subsidianies. Furt
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the objects clauses of PCS Industries Limited (a promoter group company) and Raay Software Private Limited and Raay Glc
Investment Private Limited (companies controlled by a relative of Mr. Gajendra K. Patni) permit activities similar to #ss busin
of the Company. We currently do not have separate non-compete agreements with any of these companies. See the se
“Group Companies” on page 60 of this Prospectus. Certain of our shareholders also have certain additional rights with respe
registration, or causing the registration of our Equity Shares with the U.S. Securities and Exchange Commission. Segdhe discus
beginning on page 44 for a discussion on certain terms of our registration rights agreement.

Our client’s proprietary rights may be misappropriated by our employees in violation of applicable confidentiality agreements.
We may also be subject to third party claims of intellectual property infringement. Unauthorised parties may infringe upon or
misappropriate our intellectual property.

We require our employees and subcontractors to enter into non-disclosure and assignment of rights arrangements to limit ac
to and distribution of our client’s proprietary and confidential information as well as our own. We can give no assurtiiece that
steps taken by us in this regard will be adequate to enforce our clients or our intellectual property in this regarderif'sur cl
proprietary rights are misappropriated by our employees or our subcontractors or their employees, in violation of ang applica
confidentiality agreements, our clients may consider us liable for that act and seek damages and compensation fromiaus. In adc
to these confidentiality agreements, our client contracts may require us to comply with certain security obligations includi
maintenance of network security, back-up of data, ensuring our network is virus free and ensuring the credentials obtfeee empl
that work with our clients. We cannot assure you that we will be able to comply with all such obligations and that we will nc
incur liability or have a claim for substantial damages against us.

Although we believe that our intellectual property rights do not infringe on the intellectual property rights of any other part
infringement claims may be asserted against us in the future. There are currently no material pending or threatened intellec
property claims against us. However, if we become liable to third parties for infringing their intellectual property rigbhtddwe

be required to pay substantial damages and be forced to develop non-infringing technology, obtain a license or cease selling
applications that contain the infringing technology. We may be unable to develop non-infringing technology or to obtaia a licen
on commercially reasonable terms, or at all.

We rely on a combination of copyright, trademark and design laws, trade secrets, confidentiality procedures and contrac
provisions to protect our intellectual property, including our brand identity. However, the laws of India may not protetangyropr
rights as effectively as laws in the United States. Therefore, our efforts to protect our intellectual property may naate adeq
Unauthorised parties may infringe upon or misappropriate our services or proprietary information.

We are in the process of registering our trademark and servicemark in the U.S. and in India. However, there can be no assut
that we shall be successful in having the same registered or that a third party may not infringe or challenge such trademar
service mark prior to such registration.

Any future equity offerings by us or the issue of Equity Shares pursuant to exercise of stock options under our employee stock
option plan may lead to dilution of your shareholding in us or affect the market price of our Equity Shares.

We have recently adopted an employee stock option plan as a means to reward and motivate our employees. As a purcha:s
Equity Shares in this Offer, you may experience dilution of your shareholding to the extent that we make future equisyooffering
issue Equity Shares pursuant to the exercise of stock options under our employee stock option plan.

There are a number of legal proceedings against us, our subsidiaries and our directors that we believe, even if finally deteethi
against us, will not have a material adverse effect to our business.

We are defendants in a number of legal proceedings incidental to our business and operations. We are also subject to cl
against us by the Income Tax and Sales Tax authorities in India. There are a total of 3 cases, with claims aggregatiatepproxim
Rs.3.3 million pending against the Company and 1 case with claim aggregating approximately £53,500 (Rs.4.0 million) pend;
against our subsidiary, Patni Computer Systems (UK) Limited. We believe these claims, even if finally determined agdinst us, v
not result in a material adverse effect to our business. For more information regarding litigations involving us, ouliesubsidiar
and our directors, see “Outstanding Litigations” on page 91 of this Prospectus.

We have not entered into any definitive agreements to utilise the proceeds of the Fresh Issue.

We intend to use the net proceeds of the Fresh Issue for strategic initiatives, increased sales, marketing and prowit&snal acti
and other general corporate purposes. See “Objects of the Offer” on page 26 of this Prospectus. We have not entered intc
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definitive agreements to utilise such net proceeds. Pending any use of the net proceeds of the Fresh Issue, we intend to i
the funds in high quality, interest bearing liquid instruments including deposits with banks.

There are a number of outstanding litigations against some of our promoters and one of our group companies.

Some of our promoters and one of our group companies are defendants in a number of legal proceedings incidental to
business and operations. They are also subject to claims from Income Tax and Sales Tax authorities. There are also a numt
civil and criminal cases filed against some of our promoters and one of our group companies. We believe these claims, eve
finally determined against the promoters or the group companies, will not result in a material adverse effect to our busine
There is no outstanding litigation against Mr. Narendra K. Patni, the Chairman and CEO of the Company. For more informati
regarding litigations against some of our promoters and one of our group companies, see “Outstanding Litigations” on page
of this Prospectus.

One of our promoters, iSolutions Inc., which is an investment company, and two of our subsidiaries are loss making.

One of our promoters, iSolutions Inc., which is an investment company, incurred a loss of $0.2 million (Rs.10.5 millior® and $0
million (Rs.13.1 million) in 2000 and 2001, respectively. The Reference Inc., one of our U.S. subsidiaries, incurred$®ldss of
million (Rs.20.0 million) and $0.04 million (Rs.1.8 million) in 2002 and during the period January 1, 2003 to April 17eQ083ively.

Patni Computer Systems GmbH, our German subsidiary, incurred a x4 dfillion (Rs.2.3 million)€0.1 million (Rs.5.3 million)
and€0.1 million (Rs.4.6 million) in 2000, 2001 and the nine months ended September 30, 2003, respectively. Financial data
iSolutions Inc. and The Reference Inc. has been derived from their financial statements prepared in accordance with U.S. GA
Financial data for Patni Computer Systems GmbH has been derived from such entity’s financial statements prepared in accord
with the provisions of the third book of the German Commercial Code (HGB) and the Limited Liability Companies Law (GmbHG).

As at September 30, 2003, we had contingent liabilities as disclosed in our unconsolidated statement of assets and liabilities
under Indian GAAP.

As at September 30, 2003, our contingent liabilities as disclosed in our unconsolidated statement of assets and liabilities
restated under Indian GAAP, were as follows:

e Our Company has obligations under a number of contracts relating to capital expenditure. Estimated amounts remaining t
executed on such contracts (net of advances) aggregated Rs.73.9 million as at September 30, 2003;

e Guarantees given by a bank on behalf of our Company were Rs.11.4 million as at September 30, 2003; and
e Corporate guarantees issued by our Company for PCS Industries Limited were Rs.150.0 million as at September 30, 2003.

The registration as a “Registrar and Share Transfer Agent” of one of our group companies, PCS Industries Limited was
suspended by SEBI for a period of three months from December 24, 2001 to March 24, 2002.

The registration as a “Registrar and Share Transfer Agent” of one of our group companies, PCS Industries Limited was suspel
by SEBI for a period of three months from December 24, 2001 to March 24, 2002. For more information regarding litigasbns agai
PCS Industries Limited, see the section on “Outstanding Litigations” on page 91 of this Prospectus.

Further, 205 suits have been filed against PCS Industries Limited’s clients for whom PCS Industries Limited was actiricaas Regis
and Transfer Agent and also against PCS Industries Limited and some of its Directors, claiming compensation for not registel
the transfer of securities/for delaying transfer of securities/for not issuing duplicate securities/for not issuing bait@ share
delaying issue of dividend or interest warrants and related matters pertaining to the securities of the respective chies. compa
The aggregate principal amount claimed under the above suits is Rs.2.3 million exclusive of any claim for interest, tlosts and o
relief. In addition, there are 69 similar suits which have been certified as settled by the new registrars and transfethegents
respective client companies, but for which PCS Industries Limited is still to ascertain from the relevant courts/forumthe/hether
settlement has been taken on record and whether the suit has been dismissed. The aggregate monetary value of these 69
Rs.0.5 million.

External Risk Factors
An economic downturn may negatively impair our operating results.

Discretionary spending on IT products and services in most parts of the world has significantly decreased due to a challenc
global economic environment. This may result in cancelled, reduced or deferred expenditures for IT services. In an econo
downturn, our utilisation and billing rates for our software professionals could be adversely affected which may result in low
gross and operating profits.
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Immigration restrictions could limit our ability to expand our operations in the United States. We derive a high proportion of
our revenues from clients located in the United States which may be affected materially by such legislation. Offshore outsmgyci
has come under increased scrutiny by various state governments in the United States.

Most of our employees are Indian nationals. The ability of our software professionals to work in the United States, Eimrope anc
other countries depends on our ability to obtain the necessary visas and work permits. As at September 30, 2003, a majori
our software professionals in the United States held H-1B visas (approximately 1,208 persons), a temporary visa whi&h allows
employee to remain in the United States while he or she remains an employee of the sponsoring firm, and L-1 visas (approxime
95 persons), an intra company transfer visa allowing the employee to stay in the United States only temporarily. An 14-1B vise
granted to certain categories of persons in several “speciality occupations” including software professionals such as
employees, so long as their compensation meets annually-adjusted minimums. Those adjustments may force gradual increa:
H-1 wages at a rate exceeding the rate of inflation, with resulting narrowing of profit margins. Although there is curienitly no

to new L-1 visas, there is a limit to the aggregate number of new H-1B visas that may be approved in any United Statestgovernr
fiscal year. Such annual limit increased from 65,000 in 1998 to 115,000 in 1999 and 2000, and to 195,000 in 2001, 2002 and 2
Effective fiscal year commencing October 1, 2003, the annual limit on the number of new H-1B permits has reverted to 65,000.
believe that the demand for H-1B visas will continue to be high. Further, the United States government has increasex the leve
scrutiny in granting visas. This may also lead to limits on the number of L-1 visas granted. The U.S. immigration lawsralso req
us to meet certain levels of compensation and to comply with other legal requirements including those relating to displacem
and secondary displacement of U.S. workers and recruiting and hiring of U.S. workers, as a condition to obtaining orgnaintain
work visas for our software professionals working in the United States.

Immigration laws in the United States and in other countries are subject to legislative change, as well as to variatmemsli sta
of application and enforcement due to political forces and economic conditions. It is difficult to predict the politicahandec
events that could affect immigration laws, or the restrictive impact they could have on obtaining or monitoring work aisas for
software professionals. Our reliance on work visas for a significant number of software professionals makes us particule
vulnerable to such changes and variations as it affects our ability to staff projects with software professionals who are |
citizens of the country where the work is to be performed. As a result, we may not be able to obtain a sufficient nuraber of vi
for our software professionals or may encounter delays or additional costs in obtaining or maintaining the condition of su
visas.

Recently, offshore outsourcing has come under increased government scrutiny within the United States and Europe due ti
perceived association with loss of jobs in such countries. Within the last 12 months, certain U.S. states have or may pror
legislation restricting government agencies from outsourcing their back office processes to companies outside the United Stz
It is also possible that U.S. private sector companies that work with these states may be restricted from outsourcirg their w
related to government contracts. We currently do not provide any significant back office services for U.S. federal agrstiaiiengov
entities, and do not have any significant contracts with such entities. However, there can be no assurance that tlese restric
will not extend to private companies, such as our clients. Any changes to existing laws or the enactment of new legislat
restricting offshore outsourcing may adversely impact our ability to do business in the United States and thus adversely af
our revenues and 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 compare
skilled professionals, which has been one of our competitive strengths. However, wage increases in India may prevent us f
sustaining this competitive advantage and may negatively affect our profit margins. Wages in India are increasing atea faster
than in the United States, which could result in increased costs for software professionals, particularly project managers
other mid-level professionals. We may need to continue to increase the levels of our employee compensation to remaie compet
and manage attrition. Compensation increases may result in a material adverse effect on our business, results of operatior
financial condition.

Our net income would decrease if the Government of India reduces or withdraws tax benefits and other incentives it currently
provides to us.

Presently, we benefit from the tax holidays given by the Government of India for the export of IT services from speciahlgdesig
software technology parks and special economic zones in India. As a result of these incentives, which include a 10-year
holiday from Indian corporate income taxes for the operation of most of our Indian facilities and a partial taxable inatifor dedu
for profits derived from exported IT services, our operations have been subject to relatively low tax liabilities.

The Finance Act, 2000, phases out the 10-year tax holiday over a ten-year period from March 31, 2000 through March 31, 2(
Additionally, the Finance Act, 2002 required that ten percent of all income derived from services performed in softwasgytechnol
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parks be subject to income tax for a one-year period which ended March 31, 2003. There can be no assurance that simil:
greater reductions in tax benefits would not be introduced in future. For companies opting for the partial taxable incbare deduc
for profits derived from exported IT services, the Finance Act, 2000, phases out the deduction over five years beginriing on Aj
1, 2000 through March 31, 2004. When our tax holiday and taxable income deduction expire or terminate, our tax expense
materially increase, reducing our profitability.

We are subject to risks arising from exchange rate fluctuations.

The exchange rate between the Rupee and the U.S. Dollar has changed substantially in recent years and may continue to flus
substantially in the future. During the three-year period ended December 31, 2002, the value of the Rupee against tlae U.S. D
declined by approximately 10.3%. In the nine months ended September 30, 2003, the value of the Rupee against the U.S. D
rose by approximately 4.6%. We expect that a majority of our revenues will continue to be generated in U.S. Dollars for t
foreseeable future and that a significant portion of our expenses, including personnel costs as well as capital and opera
expenditures, will continue to be denominated in Rupees. While we enter into forward contracts to minimise the impaatiog fluctu
exchange rates, we cannot assure you that we will be able to effectively mitigate the adverse impact of currency fluttuations
our results of operations.

Terrorist attacks and other acts of violence or war involving India, the United States, and other countries could adverselyeaif
the financial markets, result in loss of client confidence, and adversely affect our business, results of operations and firsnc
condition.

Terrorist attacks, such as the ones that occurred in New York and Washington, D.C., on September 11, 2001 and New Delr
December 13, 2001 and Bali on October 12, 2002, and other acts of violence or war, including those involving India, the Unit
States or other countries, may adversely affect Indian and worldwide financial markets. These acts may also result in a los
business confidence and have other consequences that could adversely affect our business, results of operations and fin
condition. Travel restrictions as a result of such attacks may have adverse impact on our ability to operate effectively.

More generally, any of these events could adversely affect client confidence in India as a outsourcing base and incilégsed vola
in the financial markets can have an adverse impact on the economies of India and other countries, including economic reces:

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 neighbouring countries, such
between India and Pakistan. In recent years there have been military confrontations along the India-Pakistan borderallhe pote
for hostilities between the two countries is higher due to recent terrorist incidents in India, recent troop mobilisatjche alon
border, and the aggravated geopolitical situation in the region. Military activity or terrorist attacks in the future keardenf

the Indian economy by disrupting communications and making travel more difficult. Such political tensions could create a gree
perception that investments in Indian companies involve a higher degree of risk. This, in turn, could have a material adve
effect on the market for securities of Indian companies, including our Equity Shares and on the market for our services.

Our performance is linked to the stability of policies and the political situation in India.

The role of the Indian central and state governments in the Indian economy on producers, consumers and regulators has rem
significant over the years. Since 1991, the Government of India has pursued policies of economic liberalisation, includi
significantly relaxing restrictions on the private sector. Since 1996, the government of India has changed five timegnthe curr
Government of India, which was formed in October 1999, has announced policies and taken initiatives that support the contin
economic liberalisation policies that had been pursued by the previous governments. We cannot assure you that theiea liberalis
policies will continue in the future. Recent government corruption scandals and protests against privatisation could slowdo
the pace of liberalisation and deregulation. The rate of economic liberalisation could change, and specific laws anfigutilicies a
technology companies, foreign investment, currency exchange rates and other matters affecting investment in our sedurities ¢
change as well. A significant change in India’s economic liberalization and deregulation policies could disrupt business a
economic conditions in India thus, affecting our business.

The current Indian government is a coalition of several parties. The withdrawal of one or more of these parties could resull
political instability. In addition, general elections will be held in 2004, and different parties may be elected to thyolmdianent.

Any political instability could delay the reform of the Indian economy and could have a material adverse effect on thermarket 1
our Equity Shares and on the market for our services.
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After this Offer, the price of our Equity Shares may be highly volatile, or an active trading market for our Equity Shares may
not develop.

The prices of our Equity Shares on the Indian stock exchanges may fluctuate after this Offer as a result of severaldiaitgrs, in

e volatility in the Indian and global securities market;

e our results of operations and performance;

e performance of our competitors, the Indian IT industry and the perception in the market about investments in the IT sectol
e adverse media reports on the Company or the Indian IT industry;

e changes in the estimates of our performance or recommendations by financial analysts;

e significant developments in India’s economic liberalisation and deregulation policies; and

e significant developments in India’s fiscal and environmental regulations.

Further, valuations in the IT services sector have appreciated over the last several months and current valuations may nc
sustainable in the future and may also not be reflective of future valuations for the industry.

There has been no public market for our Equity Shares and the prices of our Equity Shares may fluctuate after this Offer. T
can be no assurance that an active trading market for our Equity Shares will develop or be sustained after this Offeg, or tha
prices at which our Equity Shares are initially traded will correspond to the prices at which our Equity Shares will tiade in t
market subsequent to this Offer.

Any disruption in the supply of power, IT infrastructure and telecom lines could disrupt our business process or subject us to
additional costs.

Any disruption in basic infrastructure could negatively impact our business since we may not be able to provide timelgter adequ
services to our clients. Such disruptions may also cause harm to our clients’ business. We do not maintain business interruy
insurance and may not be covered for any claims or damages if the supply of power, IT infrastructure or telecom linesdis disrup
This may result in the loss of a client and a substantial claim for damages against us, impose additional costs on @hand hay
adverse effect on our business, results of operations and financial condition.

Note to Risk Factors

e The book value per Equity Share of Rs.2 each is Rs.72.7 and Rs.62.0 as at September 30, 2003 and as at December 31,
respectively, as per our restated unconsolidated financial statements under Indian GAAP.

e The net worth of our Company is Rs.8,104.3 million and Rs.6,912.9 million as at September 30, 2003 and as at December
2002, respectively, as per our restated unconsolidated financial statements under Indian GAAP.

e Public issue of 18,724,000 Equity Shares comprising Fresh Issue of 13,400,000 Equity Shares of Rs.2 each at a price of R
for cash aggregating Rs.3,082.00 million and offer for sale of 5,324,000 Equity Shares of Rs.2 each at a price of Rst230 for «
aggregating Rs.1,224.52 million.

e The average cost of acquisition of our Equity Shares by our promoters, iSolutions Inc., Mr. Narendra K. Patni, Mr. Gajend
K. Patni and Mr. Ashok K. Patni is Rs.9.50, Rs.137.13, Rs.0.01, and Rs.0.01, respectively.

e For related party transactions, please refer to the section entitled “Related Party Transactions” on page 65 of this Prospe

e Investors may note that in case of over-subscription in the Offer, allotment to Non Institutional Bidders and Retail Bidde
shall be on a proportionate basis. For more information, see “Basis of Allotment” on page 258 of this Prospectus.

e Investors are free to contact the BRLMs for any clarification or information relating to the Offer who will be obliged to
provide the same to the investor.

e Investors may contact the BRLMs for any complaints pertaining to the Offer.
e Investors are advised to refer to the paragraph entitled “Basis for Offer Price” on page 133 of this Prospectus.
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SECTION II: INTRODUCTION
SUMMARY

You should read the following summary together with the risk factors and the more detailed information about us and alur financ
data included elsewhere in this Prospectus.

Company Overview

We are one of the leading Indian providers of integrated IT services. We are led by one of the most experienced manager
teams in the Indian IT industry. Our mature global delivery model has enabled us to acquire and develop long-term relationst
with clients that include several Fortune 1000 companies. Our service offerings span the entire software services tifiediycje, in
application development and integration, application maintenance, enterprise application systems, e-Business, enterprise sys
management, research and development services and business process outsourcing. We believe that our ability to manage
client relationships, deliver complex outsourcing services through innovative engagement models and maintain high qual
standards are some of our important differentiators.

We believe we are one of the few Indian IT services companies to manage an engagement with annual revenues in excess 0
million (Rs.4,306.4 million) for a client entity. Our largest client, the GE Group, accounted for $95.5 million (Rs.4,3&#pani

$76.8 million (Rs.3,513.9 million) in revenues in 2002 and the nine months ended September 30, 2003, respectively, wild our se
largest client, State Farm Insurance, accounted for $30.1 million (Rs.1,443.7 million) and $31.5 million (Rs.1,441.4neNienyeés,
respectively, during such periods. Our other top ten clients in the nine months ended September 30, 2003 include The Guar
Life Insurance Company of America (“Guardian Life Insurance”), Hitachi Group, HP and Southern California Edison. The revenu
derived by us from our top 10 clients were $159.8 million (Rs.7,670.1 million) and $145.7 million (Rs.6,670.5 million)an®0¢2

nine months ended September 30, 2003, respectively.

We have in-depth knowledge and experience in the insurance and financial services industries where we market our serv
through our industry experts. We also have extensive experience in the manufacturing industry. We intend to continue to deve
our knowledge and experience in these industries and enhance our knowledge and domain expertise in other industries. Ou
three industries, insurance, manufacturing and financial services, together accounted for 79.0% and 78.5% of our revenue
2002 and the nine months ended September 30, 2003, respectively.

With our strong domain skills and customer-centric approach, we have developed several strategic client relationships. We h
invested in building a strong sales team and as of September 30, 2003, we had 107 sales personnel in 22 sales offices in |
America, Europe, Japan and the Asia-Pacific region. In addition, several of our senior executives are based in clierggeograp
and are focused on developing client relationships at senior levels. With our sales and marketing team organised by indu:
service offerings and geography, we are able to effectively cross-sell services to our existing client base as well afysuccess
win new business.

We deliver high quality and cost effective services to our clients through our mature delivery processes, scalable ifrastruct
and skilled global resource base. Our service offerings are delivered through a mix of onsite resources located in the cli
geography and offshore resources at our facilities in India. We believe we are one of the leading Indian providers @&dT servi
on a fixed-price, including fixed-price SLA, basis. In 2002 and the nine months ended September 30, 2003, 51.7%, andu#8.7% of
revenues, respectively, were derived from fixed-price, including fixed-price SLA based contracts. We believe these fixed-pri
engagements allow productivity gains to our clients and us.

We have experienced substantial growth in revenues in recent years. Our revenues grew at a compound annual growth ra
36.4% over the last three years, from $101.2 million (Rs.4,731.6 million) in 2000 to $188.3 million (Rs.9,037.1 millida) @uPo@t
income grew at a compound annual growth rate of 27.5% over the last three years, from $22.2 million (Rs.1,036.1 millgon) in 20
to $36.0 million (Rs.1,728.6 million) in 2002. Our revenues were $135.7 million (Rs.6,567.3 million) and $180.5 millio63F.8,2
million) in the nine months ended September 30, 2002 and 2003, respectively, and our net income was $27.3 million (Rs.1,32
million) and $28.4 million (Rs.1,299.8 million) in the nine months ended September 30, 2002 and 2003, respectively.iployers e

grew from 3,365 as at December 31, 2000 to 5,570 as at December 31, 2002. We had 6,695 employees as at September 30, 2

Our Competitive Strengths
We believe that the following aspects of our business help differentiate us from some of our competitors:
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Ability to Manage Large Client Relationship$Ve have successfully demonstrated the ability to manage large client relationships.
This is reflected in the long duration of our relationships with some of our large clients and in the joint developmeg¢meanga
models that have resulted in the sharing of productivity gains between our clients and us. For example, we have a thirteen-)
relationship with our largest client, the GE Group. In our client engagements we leverage our industry experience with our hi
quality processes, project management capabilities and breadth of technical expertise. Our ability to rapidly service clie
requirements both onsite in client geographies and offshore in India enables us to effectively respond to the demands of
large clients. Our senior executives and dedicated account managers continuously maintain and develop these relatigiships thi
multiple contacts at different levels in the client organisation. In addition, for strategic clients, an identified sentivedxas
responsibility for the overall client relationship and leads periodic reviews with the client.

Delivery ExcellenceOur proven processes and methodologies are important elements of our mature global delivery model. The
allow us to seamlessly deliver high quality and cost-effective IT services from multiple locations in a reduced timeframle. We s
to approach delivery from a process perspective rather than an employee resource perspective. As a result, in certain of
contracts, we have flexibility in structuring the composition of our employee resource pool, in terms of seniority and tocation
maximise productivity and efficiency in our client engagements. The processes and methodologies that we use at our deliv
centres in six offshore locations in India conform to ISO 9001 standards and are assessed at SEI-CMM Level 5, which help u
delivering services in a timely, consistent and accurate manner, maintain a high level of client satisfaction and focus
improvements in all aspects of delivery.

Engagement ModelsWe have demonstrated the ability to successfully work with our clients to develop engagement model
that tie into their business objectives. We deliver services on a range of fixed-price and time and material driven engagem
models, through short-term as well as multi-year contracts. We believe our ability to manage projects on a fixed-prick and fixe
price SLA basis to achieve our clients’ business objectives is an important differentiator in our long-term client retatidaship
believe we are one of the leading Indian providers of fixed-price engagements and believe that clients with large outsourc
requirements will increasingly demand services on a fixed-price basis.

Industry Specific Knowledge and Experienc®ur extensive experience in the insurance, manufacturing and financial services
industries allows us to accurately define and deliver customised services that effectively address the business challenges f
by our clients in these industries. With the convergence of IT and corporate strategy, we believe clients will increasindly dem

in-depth industry experience.

Broad Range of IT ServicesWe provide a broad range of IT services, including application development and integration,
application maintenance, enterprise application systems, e-Business, enterprise systems management, research and develc
services and business process outsourcing. We have developed knowledge and experience across multiple systems
technologies that we believe allows us to address a range of business needs and function as a virtual extension of our clit
IT departments.

Investment in Sales OrganisationVVe have invested in developing a strong client-centric sales approach. As at September 3(
2003, we had a 107 person strong sales team operating out of 22 sales offices, complemented by 38 marketing personnel.
sales team is comprised of focused sales personnel responsible for accounts in specific industries and service offeahgs, reg
sales experts responsible for accounts in specified geographies, account managers responsible for mature accounts and
specialists that support focused pre-sales and sales efforts in specific industry and service offerings. We believe thgt by moy
towards an industry led go-to-market strategy, we will be able to expand our share of our clients’ outsourcing budgets.

Scalable Organisational StructureAs we seek to increasingly structure our business along industry verticals, our strategic
business unit (“SBU") structure enables us to assemble the necessary industry experience, solution architecture skilsyand deli
processes in an integrated, flexible and responsive manner. Our SBU structure combines the benefits of a large organisation
the flexibility and speed of a small one, and has been a key enabler of our rapid growth over the past three years. Ehe SBUs
supported by global sales, marketing and delivery co-ordination and shared services. Our industry specific SBU heads and dor
experts are located primarily in client geographies and maintain responsibility on a global basis. Our SBU structure lias helpec
create multiple leadership positions to attract and groom talent.

Our SBUs are designed to drive growth in selected areas on an integrated and global basis. This structure also enables
incubate new industries or service offerings without disrupting the rest of the organisation. Our SBU structure can be broa
classified into three categories:
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° Client and geography focused SBUs, which currently comprises the General Electric SBU serving the GE Group, the k
accounts and growth customers SBU serving identified growth clients and emerging industry practices, and the Jag
SBU, serving Japanese clients;

° Industry focused SBUs, which currently comprise the insurance SBU and the financial services SBU; and

° Service offerings focused SBUs, which currently comprise the e-Business, enterprise systems management, enterp
application systems, embedded technology services, engineering services and business process outsourcing SBUSs.

Our Strategy

We seek to further enhance our position as a leading Indian provider of integrated IT services. We intend to accomplish t
through:

° Penetrating and Growing Strategic Accountg/e intend to continue to grow our business by diversifying our existing
client base with the addition of new strategic clients and enhancing our existing relationships. We intend to focus ¢
adding large clients, typically Fortune 1000 companies, which offer us the potential to scale our relationship with them
$4.0 million (Rs.181.3 million) or higher in annual revenues over a 24 to 30 month period. We aim to achieve this by effective
leveraging our sales and marketing team and expanding the scope of our engagements through our delivery excellel
innovative engagement models, industry experience and breadth of services.

° Enhancing Industry ExpertiseWe intend to continue to enhance our understanding of select industries by adding industry
experts, business analysts and solutions architects as well as considering select acquisitions. We believe that such indt
expertise will help us proactively address our clients’ needs by offering IT services that best suit their specific regjuiremen

° Strengthening and Effectively Leveraging our Sales and Marketing TealVe. intend to continue strengthening our
sales and marketing teams. We address our larger relationships through dedicated account managers who have respons
for increasing the size and scope of our service offerings with such clients. We are increasingly aligning our sales a
marketing teams to focus on specific industries.

° Enhancing our Service OfferingsWe aim to deepen our existing client relationships and enter into new client relationships
through new and enhanced service offerings. We have recently commenced offering business processing outsourc
services and have enhanced our capabilities in enterprise systems management and research and development serv

° Focusing on Brand Building We continue to invest in developing the “Patni” brand in our client markets, within selected
industries and in India. We seek to achieve this through targeted analyst outreach programs, trade shows, white pag
events, workshops, road shows, speaking engagements and global public relations management. We believe that a st
brand will contribute to attracting and retaining talented manpower and enhancing our lead generation process and cli
acquisition.

° Pursuing Selective Strategic Acquisitiond/e seek to pursue strategic acquisition opportunities to enhance our capabilities
and address gaps in industry expertise, technical expertise and geographic coverage. We intend to focus on strat
acquisitions that are of appropriate size and that minimise our integration risk.
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THE OFFER
Equity Shares offered:
Fresh Issue 13,400,000 Equity Shares
Offer for Sale by Selling Shareholders 5,324,000 Equity Shares
Of which:
Quialified Institutional Buyers portion 11,234,400 Equity Shares
(Allocation on a discretionary basis)
Non Institutional portion At least 2,808,600 Equity Shares
(Allocation on a proportionate basis)
Retail portion At least 4,681,000 Equity Shares
(Allocation on a proportionate basis)
Equity Shares outstanding prior to the Offer 111,420,849 Equity Shares
Equity Shares outstanding after the Offer 124,820,849 Equity Shares
Objects of the Offer The net proceeds of the Fresh Issue will be used for strategic

initiatives, increased sales, marketing and promotional expenses and
other general corporate purposes. For more information, see
“Objects of the Offer” on page 26 of this Prospectus.
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SUMMARY FINANCIAL DATA

Summary Unconsolidated Financial Data under Indian GAAP

The following summary unconsolidated financial data has been extracted from our audited unconsolidated financial stateme
prepared in accordance with Indian GAAP, the Companies Act and SEBI Guidelines, and restated as described in the Audi
Report of Bharat S. Raut & Co. dated November 6, 2003 in the section “Unconsolidated Financial Statements under Indian GA
(including Subsidiaries)”. You should read this summary unconsolidated data in conjunction with our audited unconsolidate
financial statements for the years ended March 31, 1998, nine months ended December 31, 1998, years ended December 31,
2000, 2001 and 2002, and for the nine months ended September 30, 2003, including the significant accounting policies and n
thereto and the reports thereon and the “Management’s Discussion and Analysis of Financial Condition and Results of Operati
(as per Unconsolidated Financial Statements under Indian GAAP)” included in this Prospectus. During the year 1998, the Comp
changed its fiscal year end from March 31 to December 31, the first such period being the nine months ended December 31, 1
Unconsolidated financial statements prepared in accordance with Indian GAAP differ in certain significant respects fro
consolidated financial statements prepared under Indian GAAP and financial statements prepared under U.S. GAAP.

Summary of Profits and Losses, as Restated
(Rs. in thousands)

Nine Nine
Year months Year Year Year Year months
ended ended ended ended ended ended ended

March December December December December December September
31, 1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

Income

Sales and service income 824,963 918,462 1,414,004 1,977,608 3,289,609 4,482,148 3,856,562
Other income 14,358 30,840 41,043 196,916 50,786 46,748 121,676
Total income 839,321 949,302 1,455,047 2,174,524 3,340,395 4,528,896 3,978,238
Expenditure

Staff costs 370,254 449,457 760,370 855,131 1,337,818 1,666,975 1,665,992
Depreciation 55,095 49,516 85,050 126,084 231,449 297,338 287,244
Selling, general and administration expenses 129,603 125,902 198,670 311,854 512,692 635,554 652,070
Interest 11,653 15,241 26,676 49,625 51,476 19,254 955
Total expenditure 566,605 640,116 1,070,766 1,342,694 2,133,435 2,619,121 2,606,261
Net profit before tax and adjustments 272,716 309,186 384,281 831,830 1,206,960 1,909,775 1,371,977
Provision for taxation 456 - 4,815 65,317 63,710 268,301 208,856
Net profit before adjustments 272,260 309,186 379,466 766,513 1,143,250 1,641,474 1,163,121
Adjustments

Impact of changes in accounting policies 2,817 33,533 33,400 (125,076) (23,937) (3,337) -
Other adjustments (1,402) (1,078) (479) 18,875 (12,956) (10,222) 28,304

Tax impact of adjustments 734 (13,216) (6,672) 29,489 - - -
Total adjustments 2,149 19,239 26,249 (76,712) (36,893) (13,559) 28,304

Net profit after adjustments 274,409 328,425 405,715 689,801 1,106,357 1,627,915 1,191,425

Summary of Assets and Liabilities, as Restated
(Rs. in thousands)

As at As at As at As at As at As at As at
March 31, December December December December December September
1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

Fixed assets 292,246 386,372 569,995 843,282 1,309,700 1,611,137 1,773,797
Current assets, loans and advances 650,941 795,132 824,701 1,320,977 2,336,113 2,680,496 3,316,258
Other asset8 115,026 225,730 441,954 676,229 525,255 3,651,672 4,357,634
Total liabilities and provisions 327,907 398,153 539,623 626,012 927,093 1,030,385 1,343,344
Net worth 730,306 1,009,081 1,297,027 2,214,476 3,243,975 6,912,920 8,104,345

(1) Other assets includes deferred tax asset and investments




Patni Computer Systems Limited

Accounting Ratios

Nine Nine
Year months Year Year Year Year months
ended ended ended ended ended ended ended

March December December December December December September
31, 1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

Earnings per share (Rs%¥

Pre Split 15.2 18.3 20.8 36.0 57.1 81.7 53.5
Post Split 3.1 3.7 4.2 7.2 11.4 16.4 10.7
Weighted average number of equity

shares outstanding

Pre Split 18,000,000 18,000,000 18,000,000 18,138,787 18,747,000 19,811,834 22,284,170
Post Split 90,000,000 90,000,000 90,000,000 90,693,934 93,735,000 99,059,168 111,420,849

(1) On June 26, 2001, the Company’s board of directors approved a sub division of equity shares of Rs.10 each into 5 egqudtfy R&&r each.
Accordingly, earnings per share and weighted average number of shares outstanding are presented on a pre-split and @ss$-split b

Summary Financial Data under U.S. GAAP

You should read the following summary consolidated financial data in conjunction with our audited (and for the nine montt
periods, unaudited) consolidated financial statements prepared under U.S. GAAP and the related notes and “Manageme
Discussion and Analysis of Financial Condition and Results of Operations (As per U.S. GAAP)” included elsewhere in th
Prospectus.

The summary consolidated financial data as at, and for the years ended December 31, 2000, 2001 and 2002 are derived fron
audited consolidated financial statements under U.S. GAAP included elsewhere in this Prospectus. The summary consolid:
financial data as at, and for the nine months ended September 30, 2002 and 2003, are derived from our unaudited consolic
financial statements under U.S. GAAP included elsewhere in this Prospectus. Our unaudited consolidated financial stateme
from which such data has been derived have been prepared on the same basis as our audited consolidated financial state
and reflect all adjustments (consisting only of normal recurring adjustments) that we consider necessary for a fair $tatemen
the financial data for such period.

The financial statements as at, and for the years ended, December 31, 2000 and 2001 reflect the results of operaticiea and fine
condition of Patni Computer Systems Limited and its subsidiaries, and Patni Computer Systems, Inc. on a combined basis s
they were entities under common control of the Patni family. The financial statements as at, and for the nine months enc
September 30, 2002, as at, and for the year ended December 31, 2002, and as at, and for the nine months ended Septemt
2003, reflect the results of operations and financial condition of our Company on a consolidated basis, as a result of our 10
acquisition of Patni Computer Systems, Inc. See note 1.1.3 of the notes to our unaudited and audited consolidated finar
statements under U.S. GAAP.

Summary of Statement of Income

(US$ in thousands, except per share data)

Nine months Nine months
Year ended Year ended Year ended ended September ended September
December 31, December 31, December 31, 30, 2002 30, 2003
2000 2001 2002 (Consolidated) (Consolidated)
(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)
Revenues 101,211.5 142,563.0 188,273.8 135,688.6 180,510.4
Cost of revenues 59,073.0 82,115.2 101,372.2 73,242.8 108,197.2
Gross profit 42,138.5 60,447.8 86,901.6 62,445.8 72,313.2
Selling, general and administrative expenses 17,070.3 28,585.0 41,462.9 29,110.3 40,195.7
Provision for doubtful debts and advances 1,143.8 1,071.2 1,747.9 1,378.5 415.2
Foreign exchange gain/(loss), net (1,102.5) (616.2) (317.5) (569.7) (234.0)
Operating income 25,026.9 31,407.8 44,008.3 32,526.7 31,936.3
Other income/(expense)
Interest and dividend income 1,179.3 1,221.2 705.6 592.5 992.9
Interest expense (1,857.9) (1,793.0) (579.3) (556.9) (20.7)
Gain/(loss) on sale of investments, net 2,463.8 (91.6) 390.9 56.2 1,114.8
Other income (expense), net 58.2 (12.8) 75.3 78.8 41.2
Income before income taxes 26,870.3 30,731.6 44,600.8 32,697.3 34,064.5
Income taxes 4,706.8 4,414.9 8,588.9 5,366.4 5,672.3
Net Income 22,163.5 26,316.7 36,011.9 27,330.9 28,392.2
Basic and diluted earnings per shdbe® $0.24 $0.25 $0.27 $0.18 $0.25

Weighted average number of common and
redeemable shares used in computing
earnings per share 90,693,934 93,735,000 99,059,168 95,581,325 111,420,849

6
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1. In the event an initial public offering of our equity shares does not occur within 36 months after September 2002, weated tblbuy
back shares issued to certain shareholders at a price as detailed in the shareholders’ agreement. As a result, in our diasmeits
under U.S. GAAP we classify such shares as redeemable common shares and recorded accretion to these shares for eachrgreriod cove
thereby. Our basic and diluted earning per share under U.S. GAAP is calculated on the basis of excluding in the numeraterediarh
amount from the net income, while the denominator includes common and redeemable common shares. See notes 15 and 208n pages
and 233, respectively, to our unaudited financial statements under U.S. GAAP and notes 14 and 19 to our audited finanuéaltstate
under U.S. GAAP on pages 248 and 255, respectively, of this Prospectus. Immediately upon completion of this initial pingljctrodée
redeemable common shares will be re-classified as common shares and accordingly in such an event the Company will netcaekd to r
accretion in future period. Therefore the net income will not exclude accretion for purposes of calculating basic and alihiters @er

share.

Had the Company calculated earnings per share without deducting the accretion, the proforma basic and diluted earnings pefosims

would have been as follows:
For the year

For the year For the year For nine months For nine months

ended December ended December ended December ended September ended September

31, 2000 31, 2001 31, 2002 30, 2002 30, 2003
Income available to common and
redeemable common shareholders as per
consolidated financial statements (A) $21,654,175 $23,622,021 $26,259,371 $17,578,276 $28,392,223
Add: Accretion in relation to redeemable
common shareholders (B) $509,392 $2,694,613 $9,752,506 $9,752,506 -
Proforma income for the purposes of
computing proforma earnings per share as
mentioned above (C) = (A) + (B) $22,163,567 $26,316,634 $36,011,877 $27,330,782 $28,392,223
Weighted average number of common and
redeemable common shares outstanding
during the period (D) 90,693,934 93,735,000 99,059,168 95,581,325 111,420,849
Basic and diluted earnings per share as per
consolidated financial statements (A)/(D) $0.24 $0.25 $0.27 $0.18 $0.25
Proforma basic and diluted earnings per share (C)/(D$0.24 $0.28 $0.36 $0.29 $0.25

2. In September 2003, we granted certain options to our employees to acquire shares under our employee stock option HeotkToesens
did not have a dilutive effect on the common and redeemable common shares outstanding during the period ended Septen®eung@r 200
the treasury stock method for the purpose of computing dilutive earnings per share.

Summary of Balance Sheet

(US$ in thousands)

As at As at As at September As at September

December 31, December As atDecember 30, 2002 30, 2003

2000 31, 2001 31, 2002 (Consolidated) (Consolidated)

(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)

Total current assets 51,904.2 72,685.1 122,651.6 118,885.6 152,410.1
Total assets 71,376.6 102,515.1 159,698.4 153,914.1 199,685.9
Total liabilities 23,223.2 29,575.0 32,827.0 29,780.6 39,855.5
Total liabilities and shareholders’ equity 71,376.6 102,515.1 159,698.4 153,914.1 199,685.9

Convenience TranslationPlease refer to “Currency of Presentation” on page C of this Prospectus for information on translatiot
of all periods presented, which is being done solely for SEBI purposes, and should not be relied upon.
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(Rs. in thousands, except per share data)

Nine months

Nine months

Year ended Year ended Year ended ended September ended September
December 31, December 31, December 31, 30, 2002 30, 2003
2000 2001 2002 (Consolidated) (Consolidated)
(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)
Exchange Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78
Revenues 4,731,639.5 6,881,513.8 9,037,140.6 6,567,326.5 8,263,767.8
Cost of revenues 2,761,661.0 3,963,702.4 4,865,867.5 3,544,951.0 4,953,267.1
Gross profit 1,969,978.5 2,917,811.4 4,171,273.1 3,022,375.5 3,310,500.7
Selling, general and administrative expenses 798,036.2 1,379,800.2 1,990,218.6 1,408,938.9 1,840,161.3
Provision for doubtful debts and advances 53,471.0 51,706.7 83,898.1 66,718.4 19,005.7
Foreign exchange gain/(loss), net (51,540.4) (29,746.4) (15,238.0) (27,571.2) (10,714.1)
Operating income 1,170,011.7 1,516,050.9 2,112,394.4 1,574,289.4 1,462,047.8
Other income/(expense)
Interest and dividend income 55,132.2 58,947.8 33,869.9 28,675.5 45,454.4
Interest expense (86,858.3) (86,549.5) (27,806.8) (26,956.1) (948.4)
Gain/(loss) on sale of investments, net 115,180.8 (4,421.1) 18,761.7 2,720.7 51,035.1
Other income (expense), net 2,722.8 (617.5) 3,616.0 3,812.5 1,885.5
Income before income taxes 1,256,189.2 1,483,410.6 2,140,835.2 1,582,542.0 1,559,474.4
Income taxes 220,042.5 213,106.6 412,265.1 259,732.2 259,678.6
Net Income 1,036,146.7 1,270,304.0 1,728,570.1 1,322,809.8 1,299,795.8
Basic and diluted earnings per share (Rs.) 11.22 12.07 12.96 8.71 11.45
Weighted average number of common and
redeemable shares used in computing
earnings per share 90,693,934 93,735,000 99,059,168 95,581,325 111,420,849
Summary of Balance Sheet
(Rs. in thousands)
As at As at As at As at September As at September
December 31, December December 30, 2002 30, 2003
2000 31, 2001 31, 2002 (Consolidated) (Consolidated)
(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)
Exchange Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78
Total current assets 2,426,521.9 3,508,508.8 5,887,275.3 5,754,066.2 6,977,334.8
Total assets 3,336,853.5 4,948,407.1 7,665,524.7 7,449,444.5 9,141,617.5
Total liabilities 1,085,681.9 1,427,586.5 1,575,699.8 1,441,382.6 1,824,580.2
Total liabilities and shareholders’ equity 3,336,853.5 4,948,407.1 7,665,524.7 7,449,444.5 9,141,617.5
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each month during the year.

Year ended December 31

1998
1999
2000
2001
2002
Nine months ended September 30, 2003

EXCHANGE RATES

The following table sets forth, for the years indicated, information concerning the number of Rupees for which one U.S. Doll
could be exchanged based on the average of the noon buying rate in the City of New York on the last business day of ¢
month during the period for cable transfers in Rupees as certified for customs purposes by the Federal Reserve Bank of |
York. The column titled “Average” in the table below is the average of the daily noon buying rate on the last business day

(Rs. per U.S. Dollar)

Period End Average High Low
42.52 41.43 42.65 38.80
43.51 43.20 43.59 42.50
46.75 45.14 46.90 43.65
48.27 47.28 48.27 46.44
48.00 48.62 49.06 48.00
45.78 46.85 47.83 45.78

On October 31, 2003, the noon buying rate in the City of New York was Rs.45.33.
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GENERAL INFORMATION
Authority for the Offer

The Fresh Issue has been authorised by a special resolution adopted pursuant to Section 81(1A) of the Companies Act, 195
the extraordinary general meeting of the shareholders of the Company held on October 27, 2003. Mr. Gajendra K. Patni, purst
to letters dated September 12, 2003 and October 9, 2003 and Mr. Ashok K. Patni, pursuant to letters dated Septembed 12, 200:
October 9, 2003, have given their consent to offer for sale of 1,872,000 and 1,872,000 Equity Shares, respectively,rheld by tt
through this Offer. The board of directors of GE Capital Mauritius Equity Investment at its meeting held on October 18, 2003 h
approved the offer for sale of 1,580,000 Equity Shares held by them through this Offer. The Offer has been authorised b
resolution of our board of directors dated November 12, 2003.

Prohibition by SEBI

Our Company, our directors, our promoters, the directors and persons in control of our promoters, our subsidiaries, our grc
companies, other companies promoted by our promoters and companies with which our Company’s directors are associate
directors have not been prohibited from accessing or operating in the capital markets or restrained from buying, sdiligg or dea
in securities under any order or direction passed by SEBI.

Eligibility for the Offer

The Company is eligible for the Offer as per Clause 2.2.1 of the SEBI Guidelines as explained under, with eligibilitalouterted
in accordance with unconsolidated financial statements under Indian GAAP:

° The Company has net tangible assets of at least Rs.30 million in each of the preceding three full years of which not mq
than 50% is held in monetary assets;

° The Company has a track record of distributable profits as per Section 205 of Companies Act, for at least three of t
immediately preceding five years;

The Company has a net worth of at least Rs.10 million in each of the three preceding full years; and
The proposed Offer size, including all previous public issues in the same financial year, is not expected to exceed five tinr
the pre-Offer net worth.

The net profit, dividend, net worth, net tangible assets and monetary assets derived from the auditor’s report included in t
Prospectus under the section “Unconsolidated Financial Statements under Indian GAAP (Including Subsidiaries)”, as at, and
the last five years ended December 31, 2002 and as at, and for the nine months ended September 30, 2003, is set forth bel

(Rs. in millions)

As at and for As at and for

As at and for nine months As atand for As at and for As at and for As at and for nine months

year ended ended year ended year ended year ended year ended ended
March 31, December December December December December September

1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Net tangible assets 833.9 1,014.4 1,148.5 2,349.0 3,627.2 5,287.6 5,791.1
Monetary assef3 192.0 326.6 496.5 266.8 200.1 1,802.9 2,747.9
Net profits, as restated 274.4 328.4 405.7 689.8 1,106.4 1,627.9 1,191.4
Net worth 730.3 1,009.1 1,297.0 2,214.5 3,244.0 6,912.9 8,104.3

(1) Net tangible assets is defined as the sum of fixed assets (including capital work in progress and excluding revaluatés), reade
investments, current assets (excluding deferred tax assets) less current liabilities (excluding deferred tax liabilitiag gewinldiabilities)

(2) Monetary assets include cash on hand and bank and quoted investments

Further, the Offer is subject to the fulfilment of the following conditions as required by the Securities Contracts (R€gulation
Rules, 1957:

e A minimum 2,000,000 Equity Shares (excluding reservations, firm allotments and promoters contribution) are offered to th
public;

° The Offer size, which is the Offer Price multiplied by the number of Equity Shares offered to the public, is a minimum o
Rs.1,000 million; and
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® The Offer is made through the Book Building Method with allocation of 60% of the Offer size to the Qualified Institutional
Buyers as specified by SEBI.

The Company undertakes that the number of transferees and allottees in the Offer shall be at least 1000. Otherwise, the entire
application money shall be refunded forthwith. In case of delay, if any, in refund, the Company shall pay interest on the application
money at the rate of 15% per annum for the period of delay. Further, if at least 60% of the Offer cannot be allotted to QIBs then
the entire application money shall be refunded forthwith. In case of delay, if any, in refund, the Company shall pay interest on the
application money at the rate of 15% per annum for the period of delay.

The promoters, their relatives (as per the Companies Act, 1956), the Company, group companies and associate companies are not
detained aswilful defaulters by the RBI/Government of India authorities and there are no violations of securities laws committed
by them in the past or pending against them other than as disclosed in this Prospectus.

Disclaimer Clause

ASREQUIRED, A COPY OF THE PROSPECTUSHASBEEN SUBMITTED TO SEBL IT ISTO BE DISTINCTLY UNDERSTOOD
THAT SUBMISSION OF THE PROSPECTUSTO SEBI SHOULD NOT, IN ANY WAY, BE DEEMED OR CONSTRUED TO

EITHER FOR THE FINANCIAL SOUNDNESS OF ANY SCHEME OR THE PROJECT FOR WHICH THE OFFER ISPROPOSED
TO BE MADE OR FOR THE CORRECTNESS OF THE STATEMENTS MADE OR OPINIONS EXPRESSED IN THE
PROSPECTUS. THE BOOK RUNNING LEAD MANAGERS, DSP MERRILL LYNCH LIMITED AND KOTAK MAHINDRA
CAPITAL COMPANY LIMITED, HAVE CERTIFIED THAT THE DISCLOSURES MADE IN THE PROSPECTUS ARE GENERALLY
ADEQUATE AND ARE IN CONFORMITY WITH SEBI GUIDELINES FOR DISCLOSURES AND INVESTOR PROTECTION
ASFOR THE TIME BEING IN FORCE. THISREQUIREMENT ISTO FACILITATE INVESTORSTO TAKE AN INFORMED
DECISION FOR MAKING AN INVESTMENT IN THE PROPOSED OFFER. IT SHOULD ALSO BE CLEARLY UNDERSTOOD
THAT WHILE THE COMPANY ISPRIMARILY RESPONS BLE FOR THE CORRECTNESS, ADEQUACY AND DISCLOSURE
OF ALL RELEVANT INFORMATION IN THE PROSPECTUS, THE BOOK RUNNING LEAD MANAGERS ARE EXPECTED TO
EXERCISE DUE DILIGENCE TO ENSURE THAT THE COMPANY DISCHARGESITSRESPONSIBILITY ADEQUATELY IN
THISBEHALF AND TOWARDS THIS PURPOSE, BOOK RUNNING LEAD MANAGERS, DSP MERRILL LYNCH LIMITED
AND KOTAK MAHINDRA CAPITAL COMPANY LIMITED HAVE FURNISHED TO SEBL A DUE DILIGENCE
CERTIFICATESDATED NOVEMBER 13, 2003, JANUARY 16, 2004 AND FEBRUARY 10, 2004 IN ACCORDANCE WITH THE
SEBI (MERCHANT BANKERS) REGULATIONS, 1992, WHICH READSASFOLLOWS:

DISPUTES, PATENT DISPUTES, DISPUTES WITH COLLABORATORS, ETC. AND OTHER MATERIALSIN CONNECTION
WITH THE FINALISATION OF THE PROSPECTUSPERTAINING TO THE SAID OFFER.

ON THE BASISOF SUCH EXAMINATION AND THE DISCUSSIONSWITH THE COMPANY, ITSDIRECTORSAND OTHER
OFFICERS, OTHER AGENCIES, INDEPENDENT VERIFICATION OF THE STATEMENTS CONCERNING THE OBJECTS OF
THE OFFER, PROJECTED PROFITABILITY, PRICE JUSTIFICATION AND THE CONTENTS OF THE DOCUMENTS
MENTIONED IN THE ANNEXURE AND OTHER PAPERSFURNISHED BY THE COMPANY,

WE CONFIRM THAT:

A) THE PROSPECTUSFORWARDED TO SEBI ISIN CONFORMITY WITH THE DOCUMENTS, MATERIALS AND
PAPERSRELEVANT TO THE OFFER,;

(B) ALL THE LEGAL REQUIREMENTS CONNECTED WITH THE SAID OFFER ASALSO THE GUIDELINES,
INSTRUCTIONS, ETC. ISSUED BY SEBL THE GOVERNMENT AND ANY OTHER COMPETENT AUTHORITY IN THIS
BEHALFHAVE BEEN DULY COMPLIED WITH,;

(Q THE DISCLOSURES MADE IN THE PROSPECTUS ARE TRUE, FAIR AND ADEQUATE TO ENABLE THE INVESTORS
TOMAKE AWELL-INFORMED DECISION ASTO THE INVESTMENT IN THE PROPOSED OFFER;

WITH SEBI AND THAT TILL DATE SUCH REGISTRATIONSARE VALID; AND

WHEN UNDERWRITTEN, WE SHALL SATISFY OURSELVES ABOUT THE NET WORTH OF THE UNDERWRITERS TO
FULFIL THEIR UNDERWRITING COMMITMENTS"
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WE CERTIFY THAT WRITTEN CONSENT FROM SHAREHOLDERSHASBEEN OBTAINED FOR INCLUSION OF THEIR
SECURITIES AS PART OF PROMOTERS CONTRIBUTION SUBJECT TO LOCK-EM AND THE SECURITIES PROPOSED
TO FORM PART OF PROMOTERS CONTRIBUTION SUBJECT TO LOCK-IN, WILL NOT BE DISPOSED /SOLD /
TRANSFERRED BY THE PROMOTERSDURING THE PERIOD STARTING FROM THE DATE OF FILING THE PROSPECTUS
WITH THE BOARD TILL THE DATE OF COMMENCEMENT OF LOCK-IN PERIOD ASSTATED IN THE PROSPECTUS"

ALL LEGAL REQUIREMENTSPERTAINING TO THE OFFER WILL BE COMPLIED WITH AT THE TIME OF FILING OF THE
PROSPECTUSWITH THE REGISTRAR OF COMPANIES, PUNE, MAHARASHTRA, IN TERMS OF SECTION 56, SECTION
60 AND SECTION 60B OF THE COMPANIESACT.

THE FILING OF THE PROSPECTUS DOESNOT, HOWEVER, ABSOLVE THE COMPANY FROM ANY LIABILITIES UNDER
SECTION 63 AND SECTION 68 OF THE COMPANIES ACT OR FROM THE REQUIREMENT OF OBTAINING SUCH
STATUTORY AND OTHER CLEARANCES ASMAY BE REQUIRED FOR THE PURPOSE OF THE PROPOSED OFFER. SEBI
FURTHER RESERVESTHE RIGHT TO TAKE UP AT ANY POINT OF TIME, WITH THE BOOK RUNNING LEAD MANAGERS,
ANY IRREGULARITIESOR LAPSESIN THE PROSPECTUS.

GE Disclaimer

GE Capital is acting severally not jointly, with the other Selling Shareholders in this Offer and takes responsibility for only those
statements with respect to GE Capital as a Selling Shareholder. GE Capital assumes no responsibility for any of the statements
made by the Company in this Prospectus including without limitation all information clauses relating to the Company, its businesses,
its affairs and its disclosures.

Caution

The Company, the Directors and the BRLMs accept no responsibility for statements made otherwise than in this Prospectus or
in the advertisements or any other material issued by or at our instance and anyone placing reliance on any other source of
information, including our website, www.patni.com, would be doing so at his or her own risk.

The BRLMs accept no responsibility, save to the limited extent as provided in the Memorandum of Understanding entered into
between the BRLMs and us and the Underwriting Agreement to be entered into between the Underwriters and us.

All information shall be made available by our Company and the BRLMs to the public and investors at large and no selective or
additional information would be available for a section of the investors in any manner whatsoever including at road show
presentations, in research or sales reports or at bidding centers etc.

Disclaimer in Respect of Jurisdiction

This Offer is being made in India to persons resident in India including Indian nationals resident in India who are majors, Hindu
Undivided Families (HUFs), companies, corporate bodies and societies registered under the applicable lawsin India and authorised
to invest in shares, Indian mutual funds registered with SEBI, Indian financial institutions, commercial banks, regional rural banks,
co-operative banks (subject to RBI permission), Trusts registered under the Societies Registration Act, 1860, as amended from
timeto time, or any other Trust law and who areauthorised under their constitution to hold and invest in shares) and to NRIs and
FlIs. This Prospectus does not, however, constitute an offer to sell or an invitation to subscribe to Equity Shares offered hereby
in any other jurisdiction to any person to whom it is unlawful to make an offer or invitation in such jurisdiction. Any person into
whose possession this Prospectus comes is required to inform himself or herself about, and to observe, any such restrictions.
Any dispute arising out of this Offer will be subject to the jurisdiction of appropriate court(s) in Mumbai only.

No action has been or will be taken to permit a public offering in any jurisdiction where action would be required for that purpose,
except that this Prospectus has been submitted to the SEBI. Accordingly, the Equity Shares represented thereby may not be
offered or sold, directly or indirectly, and this Prospectus may not be distributed, in any jurisdiction, except in accordance with
the legal requirements applicable in such jurisdiction. Neither the delivery of this Prospectus nor any sale hereunder shall, under
any circumstances, create any implication that there has been no change in the affairs of the Company since the date hereof or
that the information contained herein is correct as of any time subsequent to this date.

Disclaimer Clause of NSE

Asrequired, a copy of the Draft Red Herring Prospectus has been submitted to National Stock Exchange of India Limited. NSE
has given vide its |etter dated December 2, 2003 permission to the Company to use the exchange's name in this Prospectus as
one of the stock
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exchanges on which the Company's securities are proposed to be listed subject to, the Company fulfilling the various criteria for
listing including the one related to paid up capital (i.e. the paid up capital shall not be less than Rs.10 crores and market capitalisation
shall not be less than Rs. 25 crores at the time of the listing). The exchange has scrutinised the Draft Red Herring Prospectus for
its limited internal purpose of deciding on the matter of granting the aforesaid permission to the Company. It is to be distinctly
understood that the af oresaid permission given by NSE should not in any way be deemed or construed that the Prospectus has
been cleared or approved by NSE; nor doesit in any manner warrant, certify or endorse the correctness or completeness of any
of the contentsof this Prospectus; nor does it warrant that the Company's securities will be listed or will continue to be listed on
the exchange; nor does it take any responsibility for the financial or other soundness of the Company, its promoters, its
management or any scheme or project of the Company.

Every person who desires to apply for or otherwise acquire any securities of the Company may do so pursuant to independent
inquiry, investigation and analysis and shall not have any claim against the exchange whatsoever by reason of any loss which
may be suffered by such person consequent to or in connection with such subscription / acquisition whether by reason of
anything stated or omitted to be stated herein or any other reason whatsoever,

Disclaimer Clause of BSE

The Stock Exchange Mumbai ("BSE") has given vide its |etter dated November 18, 2003 permission to this company to use BSE's
name in this offer document as one of the stock exchanges on which this company's securities are proposed to be listed. BSE has
scrutinised this offer document for its limited internal purpose of deciding on the matter of granting the aforesaid permission to
this company. BSE does not in any manner:

1 Warrant, certify or endorse the correctness or completeness of any of the contents of this offer document; or

2 Warrant that this company's securities will be listed or will continue to be listed on BSE; or

3 Take any responsibility for the financial or other soundness of this company, its promoters, its management or any scheme
or project of this company;

and it should not for any reason be deemed or construed that this offer document has been cleared or approved by BSE. Every
person who desires to apply for or otherwise acquires any securities of this company may do so pursuant to independent inquiry,
investigation and analysis and shall not have any claim against BSE whatsoever by reason of any loss which may be suffered by
such person consequent to or in connection with such subscription/acquisition whether by reason of anything stated or omitted
to be stated herein or for any other reason whatsoever.

Filing

A copy of the Prospectus, along with the documents required to be filed under 60B of the Companies Act, would be delivered for
registration to the Registrar of Companies Maharashtra, Pune (" RoC") and a copy of the Prospectus to be filed under Section 60
of the Companies Act would be delivered for registration withRoC. A copy of this Prospectus has been filed with the Corporation
Finance Department of SEBI at Ground Floor, Mittal Court, "A" Wing, Nariman Point, Mumbai 400 021.

Listing

Applications have been made to the BSE and the NSE for permission to deal in and for an official quotation of our Equity Shares.
BSE will be the Designated Stock Exchange.

If the permissions to deal in and for an official quotation of our Equity Shares are not granted by any of the Stock Exchanges
mentioned above, our Company will forthwith repay, without interest, all moneys received from the applicantsin pursuance of
this Prospectus. If such money is not repaid within eight days after our Company become liable to repay it from the date of
refusal or within 70 days from the Bid/Offer Closing Date, whichever is earlier, then the Company, and every Director of the
Company who is an officer in default shall, on and from such expiry of eight days, be liable to repay the money, with interest at
the rate of 15% per annum on application money, as prescribed under Section 73 of the Companies Act.

Our Company shall ensure that all steps for the completion of the necessary formalities for listing and commencement of trading

at all the Stock Exchanges mentioned above are taken within 7 working days of finalisation and adoption of the Basis of Allotment
for the Offer.
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Impersonation

Attention of the applicants is specifically drawn to the provisions of sub-section (1) of Section 68A of the Companies Act, which
is reproduced below:

“Any person who:
(@ makes in a fictitious name, an application to a company for acquiring or subscribing for, any shares therein, or

(b) otherwise induces a company to allot, or register any transfer of shares, therein to him, or any other person in a fictitious
name,

shall be punishable with imprisonment for a term which may extend to five years.”
Minimum Subscription

If the Company does not receive the minimum subscription of 90% of the Fresh Issue amount, including devolvement of t
members of the Syndicate, if any, within 60 days from the Bid/Offer Closing Date, the Company shall forthwith refund the entir
subscription amount received. If there is a delay beyond 8 days, the Company and every director of the Company who is
officer in default, becomes liable to repay the amount with interest as per Section 73 of the Companies Act.

Withdrawal of the Offer

The Company, in consultation with the BRLMSs, reserves the right not to proceed with the Offer anytime after the Bid/Offe
Opening Date without assigning any reason thereof.

Letters of Allotment or Refund Orders

The Company shall give credit to the Beneficiary Account with Depository Participants within two working days of finalisation
of the basis of allotment of Equity Shares. The Company shall dispatch refund orders, if any, of value up to Rs.1,500, by “Unc

Certificate of Posting”, and will dispatch refund orders above Rs.1,500, if any, by registered post or speed post at the sole or
bidder’s sole risk.

In accordance with the Companies Act, the requirements of the Stock Exchanges and the SEBI Guidelines, the Company fur
undertakes that:

e  Allocation and transfer of Equity Shares will be made only in dematerialised form within 15 days from the Bid/Offer Closing
Date;

° Dispatch of refund orders will be done within 15 days from the Bid/Offer Closing Date; and

° The Company shall pay interest at 15% per annum (for any delay beyond the 15 day time period as mentioned above
transfer is not made, refund orders are not dispatched and/or demat credits are not made to investors within the 15 day
prescribed above.

The Company will provide adequate funds required for dispatch of refund orders or allotment advice to the Registrar tto the Of

Refunds will be made by cheques, pay-orders or demand drafts drawn on a bank appointed by the Company, as an es
collection bank(s) and payable at par at places where Bids are received. Bank charges, if any, for encashing such cheques
orders or demand drafts at other centers will be payable by the bidders.

Offer Program
BID/OFFER OPENED ON : JANUARY 27, 2004
BID/OFFERCLOSED ON : FEBRUARY 5, 2004

Bids and any revision in bids shall be accepted only between 10 a.m. and 3 p.m. (Indian Standard Time) during the Bidding Pe
as mentioned above at the bidding centres mentioned on the Bid cum Application Form except that on the Bid/Offer Closi
Date, the Bids shall be acceptmay between 10 a.m. and 1 p.n(Indian Standard Time) or uploaded till such time as may be
permitted by the BSE and NSE on the Bid/Offer Closing Date.

In case of revision in the Price Band, the Bidding/Offer Period will be extended for three additional days after revision of Price
Band. However, the Bidding/Offer Period, consequent to such a revision, shall not exceed 13 days. Any revision in the Price
Band and the revised Bid/Offer Period, if applicable, will be widely disseminated by notification to the BSE and NSE by issuing
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a press release, and also by indicating the change on the web site of the Company and/or the BRLMs and at the terminals of the

members of the Syndicate.
Book Running Lead Managers

DSP Merrill Lynch Limited Kotak Mahindra Capital Company Limited
Mafatlal Centre, 10th Floor Bakhtawar, 3rd Floor

Nariman Point, Mumbai 400 021 229, Nariman Point, Mumbai 400 021

Tel: +91 22 5632 8000, Fax: +91 22 2204 8518 Tel: +91 22 5634 1100, Fax: +91 22 2284 0492
Email: patniipo@ml.com Email: patni.ipo@kotak.com

Co Book Running Lead Manager

Citigroup Global Markets India Private Limited
Bakhtawar, 4th Floor

229, Nariman Point, Mumbai 400 021

Tel: +91 22 5631 9999

Fax: +91 22 5631 9803

Email: patni.ipo@citigroup.com

Syndicate Members

Kotak Securities Limited
Bakhtawar, 1st Floor
229, Nariman Point
Mumbai 400 021

Tel: +91 22 5634 1100
Fax: +91 22 5630 3927

Enam Financial Consultants Private Limited
Khatau Building, 2nd Floor

44, Bank Street

Off Shahid Bhagat Singh Road

Fort, Mumbai 400 023

Tel: +91 22 2266 2631

Fax: +91 22 2266 5613

Email: patniipo@enam.com

Statement of Inter-Se Allocation of Responsibility

The responsibilities and co-ordination for various activities in this Offer have been distributed between the BRLMs and CBRLI

as under:

Sr. No.  Activities Responsibility Co-ordinator

1. Capital structuring with the relative components and formalities DSPML, KMCC
such as type of instruments etc.

2. Due diligence of our Company’s operations/management/business plans/legal etc. DSPML, KMCC
Drafting and Design of Prospectus and of statutory advertisement
including memorandum containing salient features of the Prospectus.
The BRLM shall ensure compliance with stipulated requirements and completion
of prescribed formalities with the Stock Exchanges, RoC and SEBI.

3. Drafting and approval of all publicity material other than statutory DSPML, KMCC
advertisement as mentioned in (2) above including corporate advertisement,
brochure, etc.

4. Appointment of other intermediaries viz. Registrar, Printers, Advertising DSPML, KMCC
Agency and Bankers to the Offer.
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Responsibility

Co-ordinator

5. Marketing of the Offer, which will coverinter alia,
Formulating marketing strategies, preparation of publicity budget;

Finalise Media & PR strategy;

Finalise centers for holding conferences for brokers etc.;

Finalise collection centers; and

Follow-up on distribution of publicity and issue material including form,
prospectus and deciding on the quantum of the Offer material.

6. Finalise the list and division of investors for one on one meetings,
deciding pricing and institutional allocation in consultation with the
Company, finalisation of Prospectus and RoC filing.

7. The post bidding activities including management of escrow accounts,
co-ordinate non-institutional allocation, intimation of allocation and

dispatch of refunds to bidders etc.

8. The post offer activities for the offer will involve essential follow up steps,

DSPML, KMCC,
Citigroup

DSPML, KMCC

DSPML, KMCC

DSPML, KMCC

which include the finalisation of listing of instruments and dispatch of certificates
and demat delivery of shares, with the various agencies connected with the work

such as the Registrar to the Offer and Bankers to the Offer and the bank
handling refund business. The merchant banker shall be responsible for
ensuring that these agencies fulfil their functions and enable it to

discharge this responsibility through suitable agreements with the Company.

QIB Portion :

DSPML
Retail/Non
Institutional: KMCC

DSPML

DSPML

DSPML

The selection of various agencies like the Registrar to the Offer, Bankers to the Offer, Escrow Collection Bank(s), Sgnubeaie M
Brokers, Advertising agencies, Public Relations agencies etc. will be finalised by the Company.

Registered Office of the Company
S-1A, Irani Market Compound
Yerawada, Pune 411 006

Tel: +91 20 669 3457

Fax: +91 20 669 3859

Corporate Office of the Company
Akruti Softech Park

MIDC Cross Road No. 21
Andheri East

Mumbai 400 093

Tel: +91 22 5693 0500

Fax: +91 22 5693 0211

Company Secretary and Compliance Officer
Mr. Arun Kanakal

Akruti Softech Park

MIDC Cross Road No. 21

Andheri East

Mumbai 400 093

Tel: +91 22 5693 0500

Fax: +91 22 5693 0211

Email: arun.kanakal@patni.com

Investors can contact the Compliance Officer in case of any pre-Offer/post-Offer related problems such as non-receipt of letter
of allotment, credit of allotted shares in the respective beneficiary accounts, refund orders etc.
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Registrar to the Offer

Karvy Consultants Limited
Karvy House

46, Avenue 4, Street No. 1, Banjara Hills

Hyderabad 500 034
Tel: +91 40 2331 2454
Fax: +91 40 2331 1968

Investors can contact the Registrar to the Offer in case of any pre-Offer or post-Offer related problems such as non-receipt of
letters of allotment, credit of allotted shares in the respective beneficiary accounts, refund orders etc.

Legal Advisors to the Underwriters
Indian Law

P & A Law Offices

Dr. Gopal Das Bhavan, 1st Floor
28, Barakhamba Road

New Delhi 110 001

Tel: +91 11 2335 7345

Fax: +91 11 2335 3761

Legal Advisor to the Company

Bhaishanker Kanga & Girdharlal
Manekji Wadia Building, 3rd Floor
127, Mahatma Gandhi Road

Fort, Mumbai 400 023

Tel: +91 22 2267 0404

Fax: +91 22 2267 2525

Auditors to the Company

Bharat S. Raut & Co.
Kamala Mills Compound

448, Senapati Bapat Marg
Lower Parel, Mumbai 400 013
Tel: +91 22 2491 3030

Fax: +91 22 2491 4355

U.S. GAAP Accountants
KPMG

Kamala Mills Compound

448, Senapati Bapat Marg
Lower Parel, Mumbai 400 013
Tel: +91 22 2491 3131

Fax: +91 22 2491 3132

Bankers to the Offer and Escrow Collection Banks

Citibank N.A.

Bombay Mutual Building, Mezannine Floor

293, Dr. D. N. Road

Fort, Mumbai 400 021
Tel: +91 22 2269 1713
Fax: +91 22 2269 1715

U.S. Law
Jones Day
Edinburgh Tower, 31st Floor
The Landmark, 15 Queen’s Road Central
Hong Kong
Tel: +852 2526 6895
Fax: +852 2826 5871

Gagrat & Co.
Ali Chambers
Nagindas Master Road
Fort, Mumbai 400 023
Tel: +91 22 2265 0057
Fax: +91 22 2265 7876
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HDFC Bank Limited

2" Floor, Trade World

New Building, Kamala Mills
Senapati Bapat Marg

Lower Parel, Mumbai 400 013
Tel: +91 22 2498 8484

Fax: +91 22 2496 3871

ICICI Bank Limited

Capital Markets Division

30, Mumbai Samachar Marg
Fort, Mumbai 400 001

Tel: +91 22 2265 5285

Fax: +91 22 2261 1138

Kotak Mahindra Bank Limited
Mittal Court, “C” Wing
Nariman Point, Mumbai 400 021
Tel: +91 22 5698 6022

Fax: +91 22 2281 7527
Standard Chartered Bank
90, Mahatma Gandhi Road
Fort, Mumbai 400 023

Tel: +91 22 2268 3887

Fax: +91 22 2209 6067

Banker to the Company

Standard Chartered Bank
90, Mahatma Gandhi Road
Fort, Mumbai 400 023

Credit Rating
As this is an Offer of equity shares there is no credit rating for this Offer.

Trustees
As this is an Offer of equity shares, the appointment of Trustees is not required.
Book Building Process

Book building refers to the collection of Bids from investors, which is based on the Price Band, with the Offer Pricedltiegt) fin
after the Bid/Offer Closing Date. The principal parties involved in the Book Building Process are:

The Company;

2. Book Running Lead Managers;
3. Co Book Running Lead Manager; and
4.  Syndicate Members who are intermediaries registered with SEBI or registered as brokers with the Stock Exchange(s)

eligible to act as underwriters. The BRLMs appoint Syndicate Members.

SEBI, through its guidelines, has permitted an offer of securities to the public through the 100% Book Building Process, whert
60% of the Offer shall be allocated on a discretionary basis to Qualified Institutional Buyers (“QIBs”). Further, not [E5%than

of the Offer shall be available for allocation on a proportionate basis to Non Institutional Bidders and not less tham@5% of t
Offer shall be available for allocation on a proportionate basis to Retail Bidders, subject to valid Bids being receatsaat or

the Offer Price. The Company will comply with these guidelines for this Offer. In this regard, the Company has appointed tt
BRLMs to procure subscriptions to the Offer.
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The process of book building, under SEBI Guidelines, is relatively new and the investors are advised to make their own judgen
about investment through this process prior to making a Bid in the Offer. Pursuant to recent amendments to SEBI Guidelin
QIBs are not allowed to withdraw their Bid after the Bid/Offer Closing Date. See page 117 for the section on “Terms af'the Offe
in this Prospectus.

Steps to be taken by the Bidders for bidding:
° Check whether he/ she is eligible for bidding;
° Bidder necessarily needs to have a demat account; and

° Ensure that the Bid cum Application Form is duly completed as per instructions given in this Prospectus and in the Bid ct
Application Form.

Underwriting Agreement

After the determination of the Offer Price and prior to filing of the Prospectus with RoC, the Company, on its behalf and on beh:
of the Selling Shareholders, will enter into an Underwriting Agreement with the Underwriters for the Equity Shares proposed
be offered through the Offer to the Retail and Non-Institutional Bidders. It is proposed that pursuant to the terms of the Underwriti
Agreement, the BRLMs and the CBRLM shall be responsible for bringing in the amount devolved in the event that the membe
of the Syndicate do not fulfil their underwriting obligations.

The Underwriters have indicated their intention to underwrite the following number of Equity Shares:

Name and Address of the Underwriters Indicated Number of Equity Amount Underwritten
Shares to be Underwritten (Rs. in million)

DSP MERRILL LYNCH LIMITED 3,079,000 708.2

Mafatlal Centre, 10th Floor, Nariman Point, Mumbai 400 021

KOTAK MAHINDRA CAPITAL COMPANY LIMITED 2,694,150 619.7

Bakhtawar, 3rd Floor, 229 Nariman Point, Mumbai 400 021

CITIGROUP GLOBAL MARKETS INDIA PRIVATE LIMITED 1,154,650 265.6

Bakhtawar, # Floor, Nariman Point, Mumbai 400 021

KOTAK SECURITIES LIMITED 100 0.0

Bakhtawar, 1st Floor, 229 Nariman Point, Mumbai 400 021

ENAM FINANCIAL CONSULTANTS PRIVATE LIMITED 561,700 129.2

Khatau Building, 2nd Floor, 44, Bank Street, Off Shahid Bhagat
Singh Road, Fort, Mumbai 400 023

The above Underwriting Agreement is dated February 10, 2004.

In the opinion of our Board of Directors (based on a certificate given by the Underwriters), the resources of all the above mentiol
Underwriters are sufficient to enable them to discharge their respective underwriting obligations in full. All the above-mentione
Underwriters are registered with SEBI under Section 12(1) of the SEBI Act or registered as brokers with the Stock Exchange
Our Board of Directors have passed a resolution on January 21, 2004 authorising the acceptance and entry into the Underwr
Agreement mentioned above on behalf of the Company and the Selling Shareholders.

Allocation among Underwriters may not necessarily be in proportion to their underwriting commitments. Notwithstanding th
above table, the BRLMs, the Co Book Running Lead Manager (“CBRLM”") and the Syndicate Members shall be responsible f
ensuring payment with respect to Equity Shares allocated to investors procured by them. In the event of any default in paym
the respective Underwriter, in addition to other obligations defined in the underwriting agreement, will also be required to procut
subscribe to the extent of the defaulted amount upto 7,489,600 equity shares. Allocation to QIBs is discretionary as per the te
of this Prospectus and may not be proportionate in any way and the patterns of allocation to the QIBs could be different for
various Underwriters.
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CAPITAL STRUCTURE

Financial data presented in this section is derived from our unconsolidated financial statements prepared in accordance \
Indian GAAP. Unless otherwise indicated, the data in the tables presented below assume no exercise of any outstanding s
option grants.

Share capital as at the date of filing of Prospectus with SEBI is set forth below :

(Rs. in million, except share data)

Aggregate nominal Aggregate value at
value Offer Price

A. Authorised Capital

250,000,000 Equity Shares of Rs.2 each 500
B. Issued, Subscribed and Paid-Up Capital before the Offer

111,420,849 Equity Shares of Rs.2 each fully paid-up 222.8
C. Present net offer to the public in terms of this Prospectus

Fresh Issue

13,400,000 Equity Shares of Rs.2 each fully paid-u 26.8 3,082.0

Offer for Sale

5,324,000 Equity Shares of Rs.2 each fully papd-u 106 1,224.5

D. Equity Capital after the Offer
124,820,849 Equity Shares of Rs.2 each fully paid-up (also refer to note ¢ below) 249.6

E. Share Premium Account
Before the Offer 2,426.1
After the Offer 5,481.3

a) The authorised share capital of our Company was changed from Rs.500 million divided into 125 million Equity Shares
Rs.2 each and 2.5 million preference shares of Rs.100 each to Rs.500 million divided into 250 million Equity Shares of R
each through a special resolution passed at our annual general meeting held on June 30, 2003.

b) A share split was approved at the extraordinary general meeting of the shareholders of our Company held on March
1995 resulting in each equity share of Rs.100 being subdivided into ten equity shares of Rs.10 each. Further, at the an
general meeting of the shareholders of our Company held on June 29, 2001, a share split was approved resulting in ¢
equity share of Rs.10 each being subdivided into five Equity Shares of Rs.2 each.

c)  OnJune 30, 2003, our shareholders adopted an Employee Stock Option Plan (“ESOP”). Pursuant to the ESOP, up to 11,14
Equity Shares may be issued to eligible employees and directors of the Company and its subsidiaries. On Septembe
2003, an initial grant of options to acquire an aggregate of 2,743,400 Equity Shares has been made to certain employees
directors of the Company and its subsidiaries. The equity capital of our Company after the Offer, assuming full exercise
all the outstanding options issued under the ESOP, will comprise 127,557,549 Equity Shares. For details please refer to
7 of the Notes to the Capital Structure on page 23 of this Prospectus.

d) On August 30, 2003, 37,140,283 Equity Shares were allotted by way of bonus in the ratio of one Equity Share for every t
Equity Shares held.

e) Pursuant to the respective authorisations, the following shareholders have offered for sale 5,324,000 Equity Shares of |

each.
Offeror Authority Number of shares Date of allotment/transfer
GE Capital Mauritius Equity  Board resolution dated October 10, 2003 1,580,000 August 22, 2001 (allotment
Investment pursuant to bonus issue)
Mr Gajendra K. Patni Consent letters dated September 12, 2003 ant,872,000 July 9, 2002 (transferred)
October 9, 2003
Mr Ashok K. Patni Consent letters dated September 12, 2003 and,872,000 July 9, 2002 (transferred)

October 9, 2003
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Notes to the Capital Structure
1.  Share Capital History of our Company:

Face Cumulative Paid  Cumulative Share
Date of Number of \alue Issue Conside- Reasons for -up Capital Premium
Allotment Equity Shares (Rs.) Price (Rs.) ration Allotment (Rs. in million) (Rs. in million)
February 10, 1978 3 100 100 Cash  Subscription on 0.0003 0
signing of
Memorandum of Association
May 26, 1978 4,997 100 100 Cash Allotment to promoters and their families 0.5 0
January 22, 1980 5,000 100 100 Cash Allotment to promoters and their families 1.0 0
March 30, 1995 90,000 10 One equity share of Rs.100 each subdivided into 10 equity shares of Rs.10 each
March 30, 1995 2,900,000 10 Nil Bonus 29:1 Bonus 30 0
October 24, 2000 124,500 10 2209.4 Cash Allotted to GE Capital Mauritius Equity Investment 31.3 273.8
June 29, 2001 12,498,000 2 One equity share of Rs.10 each subdivided into 5 Equity Shares of Rs.2 each
August 22, 2001 46,867,500 2 Nil Bonus 3:1 Bonus 125.0 180.1
September 5, 2002 13,441,245 2 205.7 Cash Equity Shares issued to the Bank of 151.9 2,836.7

New York, which issued ADRs reflecting the
underlying Equity Shares to General Atlantic
Mauritius Limited

January 2, 2003 (1,650,679) 2 205.7 Cash Buyback of Equity Shares as per Section 77A 148.6 2,500.4

of Companies Act
August 30, 2003 37,140,283 2 Nil Bonus 1:2 Bonus 222.8 2,426.1
Total 111,420,849 2

(a) date of extinguishment of Equity Shares

2. Promoters Contribution and Lock-in

Number of Conside- Percentage of Pre  Percentage of Post
Name of Promoter Date of Allotment Equity Shares ration Offer paid-up Offer paid-up
Capital (%) Capital (%)’ Lock-in period
iSolutions Inc® August 30, 2003 6,085,132 Bonus 3 years
August 22, 2001 2,422,925 Bonus 3 years
Sub Total 8,508,057 7.6% 6.7% $ears
Mr. Gajendra K. Patni  August 30, 2003 3,645,000 Bonus 3 years
July 9, 2002 1,728,000 Transfer 3years
August 22, 2001 2,767,500 Bonus 3 years
June 29, 2001 367,557 Split 3 years
Sub Total 8,508,057 7.6% 6.7% $ears
Mr. Ashok K. Patni August 30, 2003 3,654,000 Bonus 3 years
July 9, 2002 1,728,000 Transfer 3years
August 22, 2001 2,781,000 Bonus 3 years
June 29, 2001 345,057 Split 3 years
Sub Total 8,508,057 7.6% 6.7% Sears
Total 25,524,171 22.9% 20.0% 3 years

(a) Assuming all the granted options are exercised
(b) iSolutions Inc. is owned by Mrs. Poonam Patni, Mr. Narendra K. Patni’s wife, and Mr. Anirudh Patni, Mr. Narendra K. Batni’s

Other than (i) the above Equity Shares which are locked in for three years from the date of allotment in this Offerg(ifythe E
Shares held by General Atlantic Mauritius Limited (which as per SEBI Guidelines, is exempt from the statutory lock-m as it is
SEBI registered foreign venture capital investor), which are subject to lock-in by the BRLMs, for 180 days after thestiate of li
as described below (refer note 3 below), and (iii) the Equity Shares being offered for sale in this Offer, which are exé&ukt fro

in, the entire pre-Offer share capital of our Company shall be locked in for the period of one year from the date ofialtbiment
Offer. Under the existing SEBI Guidelines, shares held by persons (other than promoters) may be transferred to any other pe
holding shares prior to the Offer, subject to continuation of lock-in with the transferees for the remaining period andceomplia
with the SEBI (Substantial Acquisition of Shares and Takeovers) (“SAST”) Regulations, 1997, as applicable. Equity Steates allott
through bonus issues are not ineligible to be considered as promoters’ contribution as per SEBI Guidelines. Under the exis
SEBI Guidelines, shares held by promoter which are locked in, may be transferred to and among promoter/promoter group o
a new promoter or persons in control of the Company, subject to the continuation of lock-in with the transferees foritige remain
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period and compliance with the SAST Regulations as applicable. The Promoters may pledge their Equity Shares with banks
financial institutions as additional security for loans whenever availed by them from banks or financial institutions.

Shareholding pattern of our Company before and after the Offer:

Pre-Offer Post-Offer
Number of Equity Number of Equity

Shareholder(s) Shares Percentage Shares Percentage

Promoter Group® 67,736,802 60.8% 63,992,802 51.3%

Promoters 42,261,198 37.9% 38,517,198 30.9%

Mr. Narendra K. Patni 2,108,802 1.9% 2,108,802 1.7%

Mr. Gajendra K. Patni 10,935,000 9.8% 9,063,000 7.3%

Mr. Ashok K. Patni 10,962,000 9.8% 9,090,000 7.3%

iSolutions Inc. 18,255,396 16.4% 18,255,396 14.6%

Relatives of Promoters 25,475,604 22.9% 25,475,604 20.4%

Others 43,684,047 39.2% 42,104,047 33.7%

General Atlantic Mauritius Limite® 35,371,698 31.7% 35,371,698 28.3%

GE Capital Mauritius Equity Investment 5,659,472 5.1% 4,079,472 3.3%

GE APC Technology Investments Il (Mauritius) Limited 2,652,877 2.4% 2,652,877 2.1%

Public 18,724,000 15.0%
Total 111,420,849 100.0% 124,820,849 100.0%

(a)  The promoter group comprises the three brothers, Mr. Narendra K. Patni, Mr. Gajendra K. Patni and Mr. Ashok K. Patni together with their
relatives and entities controlled by them, including iSolutions Inc. Mr. Narendra K. Patni together with his relatives and entities controlled
by them including iSolutions Inc., owns 18.3% of our issued Equity Shares prior to the Offer (16.3% upon completion of the Offer), Mr
Gajendra K. Patni together with his relatives and entities controlled by them, owns 21.3% of our issued Equity Shares prior to the Offe
(17.5% upon completion of the Offer) and Mr. Ashok K. Patni together with his relatives and entities controlled by them, owns 21.3% o
our issued Equity Shares prior to the Offer (17.5% upon completion of the Offer).

(b) Includes 20,161,868 ADRs representing 20,161,868 Equity Shares held by The Bank of New York as depositary.

3. GA Lock-up: GA has agreed not to sell or transfer any of its Equity Shares or American Depository Shares represents
Equity Shares of the Company (“ADSs”), representing in the aggregate 28.3% of our outstanding Equity Shares after f
Offer, for 180 days after the date the Equity Shares are publicly traded on the Stock Exchanges in India, without obtaini
the prior written consent of the BRLMs. Specifically, GA has agreed not to (and has agreed not to announce any intent
to) (1) offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to st
grant any option, right or warrant to purchase, lend, or otherwise transfer or dispose of, directly or indirectly, any ADSS ¢
Equity Shares or (2) enter into any swap or other arrangement that transfers to another, in whole or in part, any of 1
economic consequences of ownership of the ADSs or Equity Shares, or any other securities convertible into or exercisa
or exchangeable for ADSs or Equity Shares, whether any such transaction describer in clause (1) or (2) above is settlec
delivery of ADSs or Equity Shares or such other securities, in cash or otherwise or (3) make any demand for or exercise
right with respect to, the registration of any ADSs or Equity Shares or any other securities convertible into or exercisak
or exchangeable for ADSs or Equity Shares. The foregoing restriction shall not apply to any sale by GA to its Affiliate (a
defined in the Company’s Articles of Association) provided such Affiliate also agrees to be bound by such restriction.

4.  Our top ten shareholders and the number of Equity Shares held by them ten days prior to date of filing and on the dat
filing this Prospectus witRRoC is as follows:
Number of Equity Shares

Sr. No Name of Shareholderg As at date of filing Ten days prior to date of filing

1 General Atlantic Mauritius Limited” 35,371,698 35,371,698
2 iSolutions Inc. 18,255,396 18,255,396
3 Mr. Ashok K. Patni 10,962,000 10,962,000
4 Mr. Gajendra K. Patni 10,935,000 10,935,000
5 Mrs. Sadhana A. Patni 8,365,500 8,365,500
6 GE Capital Mauritius Equity Investment 5,659,472 5,659,472
7 Mr. Amit Kumar Patni 4,890,000 4,890,000
8 Mrs. Rajnikanta G. Patni 4,597,500 4,597,500
9 Mr. Apoorva Patni 4,358,802 4,358,802
10 GE APC Technology Investments Il (Mauritius) Limited 2,652,877 2,652,877

(a) Holdings of individuals are held either solely or in joint names.
(b) Includes 20,161,868 ADRs representing 20,161,868 Equity Shares held by The Bank of New York as depositary.
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Our top ten shareholders and the number of equity shares held by them two years prior to date of filing of this Prospectus v

RoC is as follows:

Sr. No. Name of Shareholders® Number of Equity Shares
1 iSolutions Inc. 15,000,000
2 Mr. Apoorva A. Patni 10,160,000
3 Mr. Arihant G. Patni 6,315,000
4 GE Capital Mauritius Equity Investment 6,240,000
5 Mrs. Sadhana A. Patni 5,577,000
6 Mr. Ashok K. Patni 3,888,000
7 Mr. Gajendra K. Patni 3,810,000
8 Mrs. Ruchi A. Patni 3,220,000
9 Mr. Amit Kumar Patni 3,215,000
10 Mrs. Rajnikanta G. Patni 3,065,000

(a) All holdings of individuals are held either solely or in joint names or as Karta of HUF

5. There are no outstanding warrants, options or rights to convert debentures, loans or other instruments into our Eqt
Shares, other than outstanding options granted under the ESOP.

6. None of our Promoters, members of our Promoter Group or our directors have purchased or sold any Equity Shares, du
a period of six months preceding the date on which this Prospectus is filed with SEBI, except as stated below:

Number of Equity Price per
Sr. No. Date of Transfer Transferor Transferee Shares Equity Share Mode

1 August 30, 2003 iSolutions Inc. GEapital $4.2 Pursuant to the Share
Mauritius Equity 1,414,868 (Rs. 194.6) Purchase Agreement dated
Investment July 11, 2003

2 August 30, 2003 Mrs. Ruchi A. Patni  General Atlantic Pursuant to the Share
Mauritius Limited 30,000 Rs. 194.2 Purchase Agreement dated

July 18, 2003

Except as discussed elsewhere in this Prospectus, our Company, our Directors and the BRLMs have not entered into
buy-back and/or standby arrangements for purchase of Equity Shares of our Company from any person.

7. On June 30, 2003, our shareholders adopted the ESOP. Under the ESOP up to 11,142,085 Equity Shares may be issL
eligible employees and directors of the Company and its subsidiaries. The ESOP will be administered by our Compensat
Committee, which shall determine the terms and conditions of the stock options granted from time to time. On Septembel
2003, an initial grant of options to acquire an aggregate of 2,743,400 Equity Shares has been made to certain employees
directors of the Company and its subsidiaries. The equity capital of our Company upon completion of the Offer, assumi
full exercise of all the outstanding options issued under the ESOP, will comprise 127,557,549 Equity Shares. Pursuant to
initial grant, we have issued the following options:

Particulars (As at October 31, 2003)

a. Options granted 2,743,400
b. Exercise price Rs.145
c. Options vested Nil
d. Options exercised Nil
e. The total number of Equity Shares arising as a result of exercise of options 2,743,400
f.  Options lapsed 6,700
g. \Variation of terms of options Nil
h. Money realised by exercise of options Nil
i.  Total number of options in force 2,736,700
j.  Person-wise details of options granted to;
i Directors and key managerial employe@s Detailed as below
ii any other employee who received a grant in any one year of Nil

options amounting to 5% or more of option granted during that year
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Particulars (As at October 31, 2003)

iii. identified employees who are granted options, during any one year Nil
equal to or exceeding 1% of the issued capital (excluding outstanding
warrants and conversions) of the Company at the time of grant

k. Diluted Earning Per Share (EPS) pursuant to issue of shares on exercise of options Not Applicable

. Vesting schedule 25% each on completion of 12, 24, 36 and 48
months respectively from the date of grant of
options

m. Lock-in Not Applicable

(1) Details regarding options granted to directors and key managerial employees of the Company and the wholly owned subs&lisates

forth below:

These options were granted in compliance with SEBI (Employee Stock Option Scheme and Employee Stock Purchase Sche
Guidelines, 1999, and the issuance of Equity Shares pursuant to exercise of these options shall be done in compliance with ¢
(Employee Stock Option Scheme and Employee Stock Purchase Scheme) Guidelines, 1999.

Sr. No. Name of Director or key managerial employees Number of Equity Shares issuable
of our Company upon exercise of options
Directors Nil

Key managerial employees

1. Mr. Satish M. Joshi 62,000
2. Mr. Vijay P. Khare 63,300
3. Mr. Deepak Sogani 52,600
4. Mr. Ajay Chamania 34,700
5. Mr. Sunil Chitale 37,200
6. Mr. Sanjiv Kapur 20,000
7. Mr. Milind S. Padalkar 31,700
8. Mr. C. R. Krishna Shastri 30,100
9. Mr. NandKumar S. Pradhan 18,000
10. Mr. Kiran Patwardhan 17,000
11. Mr. Milind Jadhav 19,000
Sr. No. Name of key managerial employees of our subsidiaries Number of Equity Shares issuable
upon exercise of options
1. Mr. Mrinal R. Sattawala 58,300
2. Mr. Douglas W. Fallon 25,000
3. Mr. Sumedh Mehta 25,000
4. Mr. Sukumar G. Namjoshi 20,000
5. Mr. Parag S. Patel 15,000

8. We received approval from Ministry of Finance and Company Affairs (Department of Economic Affairs), Government o
India vide their letter no. 3/70/SIA/NFC/99/NRI dated October 23, 2003 and in-principle approval from RBI vide their letter:
numbered EC.Mumbai.FID/6210/04.02/01/2003-04 and EC.Mumbai.FID/04.02.01/6456/P-77/2003-04 dated December 24, 2(
and January 7, 2004, respectively, for the transfer of Equity Shares in this Offer to domestic investors, NRIs and FllIs. \
will apply for final approval from RBI subsequent to closure of the offering.

9. In this Offer, in case of over-subscription in all categories, 60% of the Offer shall be available for allocation oticandigcre
basis to Qualified Institutional Buyers, a minimum of 15% of the Offer shall be available for allocation on a proportionats
basis to Non Institutional Bidders and a minimum of 25% of the Offer shall be available for allocation on a proportionat
basis to Retail Bidders, subject to valid Bids being received at or above the Offer Price. Under-subscription, if any, in ai
category would be met with spill over from other categories at the sole discretion of our Company in consultation with th
BRLMs.
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10.

11

12.

13.

14.

15.

16.

An investor cannot make a bid for more than the number of Equity Shares offered through the Offer, subject to the maxim
limit of investment prescribed under relevant laws applicable to each category of investor.

An over-subscription to the extent of 10% of the Offer can be retained for the purposes of rounding off to the neare
multiple of 50 Equity Shares while finalising the basis of allotment.

There would be no further issue of capital whether by way of issue of bonus shares, preferential allotment, rights iss
grant or exercise of employee stock options or in any other manner during the period commencing from submission of tl
Prospectus with SEBI until the Equity Shares offered have been listed.

We presently do not intend or propose to alter our capital structure for a period of six months from the date of opening
the Offer, by way of split or consolidation of the denomination of Equity Shares or further issue of Equity Shares (includin
issue of securities convertible into or exchangeable, directly or indirectly for Equity Shares) whether preferential eeptherwi

except that we may issue options to our employees pursuant to the ESOP or, if we enter into acquisitions or joint ventut
we may consider raising additional capital to fund such activity or use Equity Shares as currency for acquisition «
participation in such joint ventures.

We have not revalued any of our assets since our inception, except on January 1, 1995, land and building were reva
from Rs.11.4 million to Rs.142.9 million, thereby creating a revaluation reserve of Rs.131.5 million. Out of this reserve, R:
81.4 million was reversed on January 1, 1999 pursuant to a Scheme of Reconstruction. As per the Scheme of Reconstruc
the Company had hived-off specified non-core business assets of the Company, i.e. investments and properties to fl
transferee companies viz. Ashoka Computer Systems Private Limited, PCS Finance Private Limited (then PCS Finance L
and PCS Cullinet Private Limited with effect from January 1, 1999. The Honourable Bombay High Court approved the Scher
of Reconstruction on November 22, 1999. Consequently, an amount of Rs. 81.4 million representing revaluation reserve
buildings transferred to the three transferee companies was reversed and credited to the respective building account

There shall be only one denomination of the Equity Shares of our Company, unless otherwise permitted by law. We st
comply with such disclosure and accounting norms as may be specified by SEBI from time to time.

We had 13 shareholders as at October 31, 2003, excluding The Bank of New York, which holds 20,161,868 Equity Shares
the beneficial interest of General Atlantic Mauritius Limited and has issued ADRs reflecting the underlying Equity Share
to General Atlantic Mauritius Limited.
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OBJECTS OF THE OFFER

The objects of the Offer are to achieve the benefits of listing and to raise capital. We believe that listing will enHamacel our
name and provide liquidity to our existing shareholders and our employees under our ESOP. The Company will not receive ¢
proceeds from the sale of Equity Shares by the Selling Shareholders.

The Offer is also being made in compliance with the shareholders agreement between the Company, Mr. Narendra K. Patni
iSolutions Inc., Mr. Gajendra K. Patni and certain of his family members, Mr. Ashok K. Patni and certain of his family nigfbers,
Capital and GE APC Technology Investments Il (Mauritius) Limited and GA dated July 15, 2002, as amended on August 1, 20
and October 25, 2003.

The net proceeds from the Fresh Issue will be used for strategic initiatives, increasing sales, marketing and promatiesial activ
and general corporate purposes.

Requirements and Utilisation of Funds

Activity Use of funds (Rs. million)
Strategic initiatives, increasing sales, marketing and promotional activities
and general corporate purposes 2,882
Offer expenses 200
Total use of funds 3,082
The above requirement of funds is proposed to be met as follows:
Activity Funds required (Rs. million)
Proceeds from Fresh Issue 3,082
Total 3,082

The main objects clause and the objects incidental or ancillary to the main objects clause of the Memorandum of Associatior
the Company enables us to undertake our existing activities and the activities for which the funds are being raisedeby us in
Fresh Issue.

Strategic initiatives and general corporate purposes

We seek to further enhance our position as a leading Indian provider of integrated IT services in select industriesn ko additio
continued investments in developing our technological expertise, industry experience and delivery infrastructure, we intend
enhance our capabilities and address gaps in industry expertise, technical expertise and geographic coverage through strz
acquisitions, investments or joint ventures. We also plan to continue investing in and developing the “Patni” brand int our clie
markets, within selected industries and in India.

As at the date of this Prospectus, we have not entered into any letter of intent or any definitive commitment for anysstimh acqu
or investments or joint ventures.

The management, in accordance with the policies set up by the board of directors of the Company, will have flexibilitpgn apply

the net proceeds received by us from the Fresh Issue. Pending any use as described above, we intend to invest the funds ir
quality, interest bearing liquid instruments including deposits with banks for the necessary duration. Such investmergs would
in accordance with investment policies as approved by our board of directors from time to time.

Offer Expenses

The expenses of this Offer include, among others, underwriting and management fees, selling commission, printing aad distribu
expenses, legal fees, statutory advertisement expenses and listing fees. The estimated Offer expenses are as under:

Activity Expense (Rs. million)
Lead management, underwriting and selling commission 130
Advertising budget 30
Printing and stationery 30
Others (Registrars fee, legal fee, listing fee, etc.) 10
Total estimated Offer expenses 200

All expenses with respect to the Offer will be borne by the Company.

Our Company confirms that we had cash and liquid assets, defined as the sum of cash and bank balances; and quoted investt
of Rs.2,747.9 million as at September 30, 2003, in accordance with our unconsolidated financial statements under Indian GA
which is sufficient to meet the immediate requirements of funds, excluding the amount to be raised through the Fresh Issue
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SECTION Ill: ABOUT US
INDUSTRY

According to a February 2003 Gartner report, worldwide IT services spending is expected to grow from $556.9 billion in 2002
$736.7 billion by 2006. During the global economic downturn in 2001 and 2002, corporations reduced their IT budgets and focus
on managing discretionary spending, with IT budgets redirected towards improving the returns on past IT investments a
outsourcing. Despite the difficult economic environment, the long-term growth prospects for outsourced IT services reuwgain posit
We believe that the following trends will continue to be an integral part of the industry’s growth and development.

Alignment between Corporate Strategy and IT Stratefiyhas transformed the way enterprises conduct their business and has
evolved into a strategic necessity from being a support function. As IT assumes a central role in the enterprise’ssapitylto r

to changing market trends, drive productivity across the value chain and increase competitiveness, IT decisions arestaking p
to help drive business strategy.

Increasing Size and Complexity of IT RequirementSorporate IT requirements have become increasingly complex. Existing
systems generate enormous amounts of data, which need to be utilised effectively and shared with other systems and applica
The rapid proliferation of non-traditional computing devices has led to an increased need to integrate applications add unify e
user platforms and devices. The critical nature of IT is increasing the importance of quality and business continuityicoasidera
Enterprises are increasingly selecting IT services companies that can effectively manage complexity, IT related risks and co

Industry Familiarity Becoming Important.IT services clients have moved from staff augmentation and generic technology
services to more strategic business needs. We believe a strong industry familiarity is becoming an important element in winni
retaining and growing clients. According to a Gartner report dated February 5, 2003 (“Management Update: Applicatic
Outsourcing. Trends for 2003 and 2004”, by R. Terdiman and A. Young) clients are looking for services to be delivered |
organisations with a deep understanding of their particular business challenges and problems.

The Financial Services (including Insurance, Banking, Securities and Other Financial Services) and Manufacturing Industries
Constitute a Large Part of Global IT Services Spendidgcording to a Gartner Dataquest report of January 2003, the financial
services (including insurance, banking, securities and other financial services industries) and manufacturing (including proc
and discrete manufacturing) industries contributed approximately 37% of global IT spending in 2001. IT spending by clients
these industries is expected to grow at a combined compound annual growth rate of approximately 4.8% over the period 200
2006 and the share of these industries as a proportion of global IT spending is expected to increase to approximately 38%.
table below illustrates the relative contribution to global IT spending by various industries as well as their estimatedtgsowth
over the period 2001 to 2006.

IT Spending in US$ billion in the year

2001-2006
Compound Annual

Industry 2001 2006 Growth Rate (%)
Agriculture, Mining and Construction 33.7 44.3 5.62
Discrete Manufacturing 227.7 279.3 4.17
Process Manufacturing 167.6 207.8 4.39
Retail 103.2 132.5 5.13
Wholesale 76.0 98.3 5.28
Transportation 89.0 114.4 5.15
Communications 419.2 430.8 0.55
Utilities 81.6 109.5 6.06
Education 42.9 58.6 6.44
Local and Regional Government 102.1 134.4 5.65
National and International Government 125.2 168.6 6.13
Healthcare 69.4 102.7 8.15
Financial Services 366.9 475.0 5.30
Services 136.9 173.6 4.86
Global Total IT Spending, All Industries 2,041.5 2,529.9 4.38

Source: Gartner, January 2003
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Offshore Becoming Increasingly ImportantThe economic downturn, globalisation and increased competition are forcing
corporations to seek high quality IT services at more competitive costs. Concurrently, select offshore vendors have created
process expertise necessary to quickly ramp up operations while maintaining quality levels. Corporations are increasingly us
these offshore vendors for a definitive costvalue benefit. This has resulted in offshore services becoming mainstream, and
ability to manage global delivery processes has become important to competing in the global IT services outsourcing marl
According to a Gartner report dated July 15, 2003 (“US Offshore Outsourcing: Structural Changes, Big Impact”, by D. Morello
it is estimated that 0.5 million of the 10.3 million U.S. technology jobs could move offshore by year end 2004.

The India Advantagelndia has consolidated its position as the destination of choice for corporations seeking offshore IT service
India’s National Association of Software and Service Companies (“NASSCOM”) estimates that export revenues generated frc
the software and services industry in India was approximately $7.5 billion in the year ended March 31, 2003 and expects th
revenues to reach $36.0 billion in the year ended March 31, 2008. India is also an emerging destination for global IT enab
services and business process outsourcing. NASSCOM estimates that export revenues from the Indian IT enabled services ind
were $2.4 billion in the year ended March 31, 2003 and expects revenues to reach $21.0 billion in the year ended March 31, 2
The key factors contributing to this rapid growth include the availability of skilled resources, lower personnel costs and hic
quality processes.

The top six IT Software and Service Exporters from India by export revenues in the year ended March 31, 2003 are:

Rank Company Revenue in Rs. million (US$ million)
1. Tata Consultancy Services 45,453 (963.0)
2. Infosys Technologies Ltd 35,435 (750.7)
3. Wipro Technologies 27,874 (590.5)
4. Satyam Computer Systems Ltd 20,033 (424.4)
5. HCL Technologies Ltd 15,305 (324.3)
6. Patni Computer Systems Ltd 9,140 (193.6)

Source: NASSCOM, www.nasscom.org, US$ million numbers are as at the exchange rate used by NASSCOM

Development of Complex Engagement Modeldients are becoming increasingly astute in managing their IT budgets and are
demanding higher value from their IT projects. Complex engagement models have evolved to realise continuous productiv
gains. These include one or more combinations of time and material, fixed-price, fixed-price and fixed-time, fixed-prigecand se
level agreements, build operate transfer and asset and resource transfers. Further, maturity with the outsourcing agd off-shc
process has resulted in clients becoming increasingly sophisticated in the vendor selection processes. Clients are &iso turnil
third-party consultants to manage their outsourcing and/or off-shoring vendor selection process. In order to provideattye neces:
expertise, risk mitigation and cost advantage, these vendors must have:

A world-class global delivery infrastructure;
Process maturity to meet quality commitments;
Depth of managerial talent;

The ability to ramp up delivery capabilities;
The ability to reduce costs consistently; and

The financial stability to continuously invest in resources.
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Company Overview

BUSINESS

We are one of the leading Indian providers of integrated IT services. We are led by one of the most experienced managen
teams in the Indian IT industry. Our mature global delivery model has enabled us to acquire and develop long-term relationst
with clients that include several Fortune 1000 companies. Our service offerings span the entire software services tifiedygje, in
application development and integration, application maintenance, enterprise application systems, e-Business, enterprise sys
management, research and development services and business process outsourcing. We believe that our ability to manage
client relationships, deliver complex outsourcing services through innovative engagement models and maintain high qua
standards are some of our important differentiators.

We believe we are one of the few Indian IT services companies to manage an engagement with annual revenues in excess 0
million (Rs.4,306.4 million) for a client entity. Our largest client, the GE Group, accounted for $95.5 million (Rs.4,9&#panid

$76.8 million (Rs.3,513.9 million) in revenues in 2002 and the nine months ended September 30, 2003, respectively, aiild our se
largest client, State Farm Insurance, accounted for $30.1 million (Rs.1,443.7 million) and $31.5 million (Rs.1,441.Amelien)és,
respectively, during such periods. Our other top ten clients in the nine months ended September 30, 2003 include The Guar
Life Insurance Company of America (“Guardian Life Insurance”), Hitachi Group, HP and Southern California Edison. The revenu
derived by us from our top 10 clients were $159.8 million (Rs.7,670.1 million) and $145.7 million (Rs.6,670.5 million)an@0¢2

nine months ended September 30, 2003, respectively.

We have in-depth knowledge and experience in the insurance and financial services industries where we market our serv
through our industry experts. We also have extensive experience in the manufacturing industry. We intend to continue to deve
our knowledge and experience in these industries and enhance our knowledge and domain expertise in other industries. Ou
three industries, insurance, manufacturing and financial services, together accounted for 79.0% and 78.5% of our revenue
2002 and the nine months ended September 30, 2003, respectively.

With our strong domain skills and customer-centric approach, we have developed several strategic client relationships. We h
invested in building a strong sales team and as of September 30, 2003, we had 107 sales personnel in 22 sales offices in |
America, Europe, Japan and the Asia-Pacific region. In addition, several of our senior executives are based in clieregeograp
and are focused on developing client relationships at senior levels. With our sales and marketing team organised by indu:
service offerings and geography, we are able to effectively cross-sell services to our existing client base as well aléysuccess
win new business.

We deliver high quality and cost effective services to our clients through our mature delivery processes, scalable mfrastruct
and skilled global resource base. Our service offerings are delivered through a mix of onsite resources located in the cli
geography and offshore resources at our facilities in India. We believe we are one of the leading Indian providers @&dT servi
on a fixed-price, including fixed-price SLA, basis. In 2002 and the nine months ended September 30, 2003, 51.7% and #48.7% of
revenues, respectively, were derived from fixed-price, including fixed-price SLA based contracts. We believe these fixed-pri
engagements allow productivity gains to our clients and us.

We have experienced substantial growth in revenues in recent years. Our revenues grew at a compound annual growth ra
36.4% over the last three years, from $101.2 million (Rs.4,731.6 million) in 2000 to $188.3 million (Rs.9,037.1 millich) Gu2o@t
income grew at a compound annual growth rate of 27.5% over the last three years, from $22.2 million (Rs.1,036.1 million) in 20
to $36.0 million (Rs.1,728.6 million) in 2002. Our revenues were $135.7 million (Rs.6,567.3 million) and $180.5 millio®3R.8,2
million) in the nine months ended September 30, 2002 and 2003, respectively, and our net income was $27.3 million (Rs.1,32
million) and $28.4 million (Rs.1,299.8 million) in the nine months ended September 30, 2002 and 2003, respectively.riployeiad e

grew from 3,365 as at December 31, 2000 to 5,570 as at December 31, 2002. We had 6,695 employees as at September 30, 2

Our Business Model

We have developed an industry specific approach as a core element of our business strategy. Our goal is to address our cli
outsourcing needs by complementing our domain experience in select industries with an integrated service offering rather tl
by focusing on discrete service offerings. The essence of this approach is captured in the diagram given below, which is
illustrative pusposes only:
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(1) Industry Experts, Business Analyst, Solution Architects

The shaded areas are for illustrative purposes only and do not represent actual onsite, transient onsite and offshore gserfesntagent onsite
are personnel who work onsite on a temporary basis.

In each industry where we provide services, our domain experience is brought to bear through our “domain wedge” (represer
by the forepart of the arrow in the diagram above) which consists of industry experts, business analysts and solutiass archit
located primarily in client geographies. These resources provide strong delivery capabilities and are an integral paleof our s
and marketing strategy, providing accelerated client acquisition. To complement this “domain wedge”, we are increasimgly aligni
our sales and marketing team to focus on specific industries.

Typically, at the initial stage of a project, we provide our services through our onsite personnel (depicted in black éoward t
right end of the horizontal bars in the diagram above) and our transient onsite delivery resources (depicted in gregranthe dia
above) that provide immediate and scaleable delivery skills. These resources are brought on location temporarily froomeour offst
facilities in India. The ability to move resources between onsite and offshore locations allows us to maintain high uéitesstion

in high-cost onsite client locations. As the client relationship matures, we focus on enhancing the value propositiorvicEour se
offerings by moving work offshore, as depicted by the white area in the horizontal bars towards the left in the diagraffeabove.
invest significant effort, including the involvement of our senior executives, in building partnerships with our clientskamgl wo
together to move resources offshore, which we believe benefits our clients and us.

Our Competitive Strengths
We believe that the following aspects of our business help differentiate us from some of our competitors:

Ability to Manage Large Client Relationship$Ve have successfully demonstrated the ability to manage large client relationships.
This is reflected in the long duration of our relationships with some of our large clients and in the joint developmeg¢meanga
models that have resulted in the sharing of productivity gains between our clients and us. For example, we have a thirteen-)
relationship with our largest client, the GE Group. In our client engagements we leverage our industry experience with our hi
quality processes, project management capabilities and breadth of technical expertise. Our ability to rapidly service clie
requirements both onsite in client geographies and offshore in India enables us to effectively respond to the demands of
large clients. Our senior executives and dedicated account managers continuously maintain and develop these relatighships thr
multiple contacts at different levels in the client organisation. In addition, for strategic clients, an identified seuiiveexas
responsibility for the overall client relationship and leads periodic reviews with the client.

Delivery ExcellenceOur proven processes and methodologies are important elements of our mature global delivery model. The
allow us to seamlessly deliver high quality and cost-effective IT services from multiple locations in a reduced timeframle. We s
to approach delivery from a process perspective rather than an employee resource perspective. As a result, in certain of
contracts, we have flexibility in structuring the composition of our employee resource pool, in terms of seniority and tocation
maximise productivity and efficiency in our client engagements. The processes and methodologies that we use at our deliv
centres in six offshore locations in India conform to ISO 9001 standards and are assessed at SEI-CMM Level 5, which help u
delivering services in a timely, consistent and accurate manner, maintain a high level of client satisfaction and focus
improvements in all aspects of delivery.
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Engagement ModelsWe have demonstrated the ability to successfully work with our clients to develop engagement model
that tie into their business objectives. We deliver services on a range of fixed-price and time and material driven engagem
models, through short-term as well as multi-year contracts. We believe our ability to manage projects on a fixed-prick and fixe
price SLA basis to achieve our clients’ business objectives is an important differentiator in our long-term client retatidaship
believe we are one of the leading Indian providers of fixed-price engagements and believe that clients with large outsourc
requirements will increasingly demand services on a fixed-price basis.

Industry Specific Knowledge and Experienc®ur extensive experience in the insurance, manufacturing and financial services
industries allows us to accurately define and deliver customised services that effectively address the business challenges f
by our clients in these industries. With the convergence of IT and corporate strategy, we believe clients will increagindly dem

in-depth industry experience.

Broad Range of IT ServicesWe provide a broad range of IT services, including application development and integration,
application maintenance, enterprise application systems, e-Business, enterprise systems management, research and develc
services and business process outsourcing. We have developed knowledge and experience across multiple systems
technologies that we believe allows us to address a range of business needs and function as a virtual extension of our clie
IT departments.

Investment in Sales OrganisationlVe have invested in developing a strong client-centric sales approach. As at September 3(
2003, we had a 107 person strong sales team operating out of 22 sales offices, complemented by 38 marketing personnel.
sales team is comprised of focused sales personnel responsible for accounts in specific industries and service offesahgs, reg
sales experts responsible for accounts in specified geographies, account managers responsible for mature accounts and
specialists that support focused pre-sales and sales efforts in specific industry and service offerings. We believe thgt by moy
towards an industry led go-to-market strategy, we will be able to expand our share of our clients’ outsourcing budgets.

Scalable Organisational StructureAs we seek to increasingly structure our business along industry verticals, our SBU structure
enables us to assemble the necessary industry experience, solution architecture skills and delivery processes in an integt
flexible and responsive manner. Our SBU structure combines the benefits of a large organisation with the flexibility afd speed
a small one, and has been a key enabler of our rapid growth over the past three years. The SBUs are supported by global
marketing and delivery co-ordination and shared services. Our industry specific SBU heads and domain experts are loitated prim
in client geographies and maintain responsibility on a global basis. Our SBU structure has helped us create multiple leader:
positions to attract and groom talent.

Our SBUs are designed to drive growth in selected areas on an integrated and global basis. This structure also enables
incubate new industries or service offerings without disrupting the rest of the organisation. Our SBU structure can be broa
classified into three categories:

° Client and geography focused SBUs, which currently comprises the General Electric SBU serving the GE Group, the k
accounts and growth customers SBU serving identified growth clients and emerging industry practices, and the Jag
SBU, serving Japanese clients;

Industry focused SBUs, which currently comprise the insurance SBU and the financial services SBU; and

Service offerings focused SBUs, which currently comprise the e-Business, enterprise systems management, enterp
application systems, embedded technology services, engineering services and business process outsourcing SBUSs.

Our Strategy

We seek to further enhance our position as a leading Indian provider of integrated IT services. We intend to accomplish t
through:

° Penetrating and Growing Strategic Account®Ve intend to continue to grow our business by diversifying our existing
client base with the addition of new strategic clients and enhancing our existing relationships. We intend to focus ¢
adding large clients, typically Fortune 1000 companies, which offer us the potential to scale our relationship with them
$4.0 million (Rs.181.3 million) or higher in annual revenues over a 24 to 30 month period. We aim to achieve this by effective
leveraging our sales and marketing team and expanding the scope of our engagements through our delivery excellel
innovative engagement models, industry experience and breadth of services.
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° Enhancing Industry ExpertiseWe intend to continue to enhance our understanding of select industries by adding industry
experts, business analysts and solutions architects as well as considering select acquisitions. We believe that such indt
expertise will help us proactively address our clients’ needs by offering IT services that best suit their specific regjuiremen

° Strengthening and Effectively Leveraging our Sales and Marketingains. We intend to continue strengthening our
sales and marketing teams. We address our larger relationships through dedicated account managers who have respons
for increasing the size and scope of our service offerings with such clients. We are increasingly aligning our sales a
marketing teams to focus on specific industries.

° Enhancing our Service Offerings\We aim to deepen our existing client relationships and enter into new client relationships
through new and enhanced service offerings. We have recently commenced offering business processing outsourc
services and have enhanced our capabilities in enterprise systems management and research and development serv

° Focusing on Brand Building.We continue to invest in developing the “Patni” brand in our client markets, within selected
industries and in India. We seek to achieve this through targeted analyst outreach programs, trade shows, white pag
events, workshops, road shows, speaking engagements and global public relations management. We believe that a st
brand will contribute to attracting and retaining talented manpower and enhancing our lead generation process and cli
acquisition.

° Pursuing Selective Strategic Acquisitiong/e seek to pursue strategic acquisition opportunities to enhance our capabilities
and address gaps in industry expertise, technical expertise and geographic coverage. We intend to focus on strat
acquisitions that are of appropriate size and that minimise our integration risk.

Industry Practices and Service Offerings

We currently have three developed and three evolving industry practices. We also provide services to clients in other indust
and intend to set up industry practices in these other industries as we develop our experience in these industries.yOur indt
practices are complemented by our service offerings, which we develop in response to client requirements and technology
cycles. We provide multiple service offerings to many of our clients and also provide services to certain large clients acrc
various industries. We intend to continue to increase our industry knowledge and expand our range of services.

Industry Practices

Insurance. We offer a range of integrated services to global insurance companies. We have an insurance SBU focused on clie
in the insurance industry. Our offerings include complete life-cycle services to life and health, property and casualsueantteei
carriers. The IT services we provide span the sales and marketing, distribution, policy services, claims, complianceg accoun
and reinsurance functions. Our core services include systems consolidation and integration of mergers and acquisitions, pc
administration conversions, developing frameworks that reduce the cycle time and cost for policy issue and claim handling, n
product (life and retirement) introductions, batch system optimisation, data mining and development of business intelligen
applications as well as legacy support of several applications. We have insurance industry experts who have deep don
knowledge and support our insurance practice. We are a member of insurance industry organisations such as Life Of
Management Association (“LOMA”), ACORD and the Insurance and Accounting Systems Association (“IASA”). Several of oul
business analysts are LOMA certified and INS certified by the American Institute for Chartered Property and Casualty tnderwrite
Our insurance clients include Conseco, Inc., Fireman’s Fund Insurance Company, Fortis Benefits Insurance Company, the
Group, the Guardian Life Insurance Company of America, MetLife and State Farm Insurance.

The following case studies describe our relationship with two of our clients in the insurance industry:

° State Farm InsuranceOur relationship with State Farm Insurance began in 1999 with an assignment on non-mission critica
applications delivered onsite at State Farm Insurance’s premises in the U.S. Our initial projects were predominantly in t
property and casualty segment. Since then we have developed relationships with other business segments of State |
Insurance. Our service offerings to State Farm Insurance have also become more sophisticated as we focus on increas
leveraging our offshore delivery capabilities and utilising our industry practice experts to deliver services relating to legac
claims, third party product testing, technology migration, life insurance services and business information systems.

° Guardian Life Insurance We began our relationship with Guardian Life Insurance in 2001. Our initial engagement was to
support a specific product, predominantly from an onsite base. Subsequently, we increased our service offerings
leveraging our life insurance domain skills and supporting other products such as Cyberlife and solutions such as STP. (
collaborative management model and quality processes have resulted in further developing this relationship over a tv
year period and increasing the offshore component of our work with this client.
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Manufacturing. We offer a range of services in manufacturing applications, product design and engineering, and embedd
systems. We have experience in the consumer goods and durables, electronics, engineering and food processing and pro
industries. We provide full-lifecycle support to manufacturing applications including core manufacturing systems (includin
packaged applications), supply chain, demand chain and business intelligence. Our R&D service offerings are geared toward:
product design and engineering requirements of the automotive, consumer electronics and wireless telecommunications sec
We have expertise in industrial automation and control systems based on embedded technologies. Our manufacturing cli
include Electrolux IT Solutions, the GE Group, HP, Schindler Elevator Ltd. and the VF Corporation.

The following case studies describe certain projects delivered by us to with three of our clients in the manufacturing industr

° Pitney BowesPitney Bowes, a leader in the business communications industry, engaged our Company as their developm:
partner for an extensive web redesign effort, leveraging our expertise in development process and delivery. We migrated
code to Broadvision 7.0 and the database to the Struts framework. This development effort is part of a major web redes
to improve and personalise the Pitney Bowes on-line experience.

° Company A This client, a consumer goods company, engaged us in 2001 to develop a business solution for improvi
inventory management involving sales, logistics, supply chain, finance and accounts, business intelligence and warehous
We helped this client integrate point of sale systems with back-end systems, we also consolidated vendor managed
owned warehouses, consolidated accounting systems and developed sales data warehouse and analysis tools. Our
reduced stock-outs from 12% to 2% and data warehouse job failures down from 30 a day to 1 a day.

e VF Corporation. In 2003, VF Corporation took a strategic decision to cut down its internal helpdesk transaction costs
without compromising on the quality levels required to service its complex helpdesk needs. We rapidly mobilised a teal
set up customised infrastructure at our delivery centre in Noida, and negotiated service level agreements to ensure pro
improvement and quality of deliverables, thereby improving transaction quality and resulting in cost savings for the clien

Financial ServicesWithin financial services, we offer a wide range of services in retail and consumer banking, corporate an
investment banking, treasury and risk management, banking operations and process management, card business solutions, n
funds and capital market solutions, stock exchange and brokerage house solutions. We have a financial services SBU focuse
clients in the banking, financial services and securities industries. Our financial services practice is supported by a team
experienced sales specialists and solutions architects. In April 2003, we acquired The Reference Inc, a U.S. corpordtion witt
personnel, to enhance our financial services industry practice. Our financial services clients include ABN AMRO Servicgs Compa
the GE Group and several U.S. financial services companies.

The following case study describes our relationship with one of our significant clients in the financial services industry:

° Company B Our relationship with this client an investment management company, began in 1994 and involved softwar
professionals working on discrete engagements. By the end of 2001, our relationship had enhanced with us assuming comj
responsibility of projects encompassing development and enhancement of middleware systems, although we continuet
service this client predominantly through onsite personnel in the U.S. In 2002, we expanded our relationship with this clie
by increasing the offshore component of our work.

Other Practices In addition to the industry practices described above, we offer services to clients in the energy and utilities
retail and hospitality industries.

° Energy and Utilities.Our experience in the energy and utilities industry includes product development support, concept tc
implementation project expertise and automated mapping/facility mapping/geographic information systems services (AN
FM/GIS). Our principal energy and utilities client is Southern California Edison.

° Retail. Our experience in the retail practice includes speciality and national chains, and catalogue and Internet retailing. \
also offer standards services such as global trade item number assessment and redemption. Our principal retail clier
Ann Taylor, Inc.

° Hospitality. Our experience in the hospitality industry includes property management systems, reservation and suppc
applications and industry specific product enhancement and maintenance. Our expertise extends across hotels and res
travel and transport, gaming and entertainment and food services. Our hospitality clients include Le Méridien, Passkey ¢
New Market.
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Service Offerings

Application Development and IntegratianVe custom design, develop and install software for a variety of client needs. Our
projects range from single-platform, single-site systems to multi-platform, multiple-site systems and typically include ne\
development and/or functional enhancements to existing software applications. We have developed expertise in mainframe, cli
server and Internet technologies and on emerging platforms such as .NET and J2EE. We offer services across the full developi
lifecycle, including requirements analysis, design, implementation, integration and testing for our projects. In spe@ifirs situa
we may work jointly with our clients’ teams. We perform application design, implementation and testing primarily in oue offshor
delivery centres located in India, while requirements analysis, transition planning, user training and deployment are gerformec
our clients’ sites.

Application Maintenance.Our application maintenance services include optimising performance and modifying our clients’
systems; product and system support; preventive maintenance; and migration to newer technologies and platforms. We pert
diagnostics to assess offshore outsourcing potential and prepare a customised offshore road-map. We share the benefits ¢
continuous improvement initiatives to reduce recurring maintenance cost for our clients. Our application maintenanceeprojects
typically long-term in nature. We perform most of our maintenance and re-engineering assignments at our offshore dedigery cen
located in India. In addition, we maintain small teams at our clients’ premises to co-ordinate support functions.

Enterprise Application System&\Ve assess, evaluate, implement and maintain packaged software developed by global vendo
in the areas of enterprise resource planning (“ERP”), client relationship management (“CRM”), supply chain management (“SCM
business intelligence and enterprise application integration. Our offerings comprise:

e  consulting services, which include functional and technical assessment, architecture and technology consulting and traini
° implementation services which include product implementation and rollout;

° application care services, which include post-implementation support, product customisation, interface development a
version upgrade; and

e functional extensions and integration of diverse enterprise applications.
We have expertise in ERP packages from BaaN, JD Edwards, Oracle, PeopleSoft and SAP; CRM packages from Siebel; S

packages from Manugistics, Oracle and SAP; business intelligence packages including COGNOS, Business Objects, Oracle Exf
and SAP BW; and enterprise application integration packages including IBM MQ Series, TIBCO and Webmethods.

Enterprise Systems Managemetle offer a comprehensive range of support services for managing the IT infrastructure of our
clients. We specialise in mainframe and client-server operating systems; a wide range of data and voice networks; enterp
management systems; infrastructure products from vendors like IBM, Sun, HP, Cisco, 3Com and Lucent; web-server produ
network security products; disaster recovery and business continuity management. These services are delivered from our offs
facilities located in India and onsite locations. We intend to create service offerings for several managed servicesamnfigurat
such as traditional, integrated and automated remote monitoring, and management and reporting for enterprise wideenfrastru
environments that include servers, desktops, routers, other network equipment and software applications.

e-BusinessOur services in the e-Business offering include:

needs assessment, formulation of strategy and implementation plans;

development and re-engineering of Internet front-ends;

implementation of e-Business application frameworks;

integration of web front-ends to enterprise applications;

building and integrating enterprise information portals;

implementation of content management solutions; and

multiple computing languages, frameworks, servers, standards and middle-ware.

Research and Development Servic€urrently, our primary services in the research and development services offering are
embedded technology services, software product lifecycle management services and engineering services.

We currently offer embedded technology services to clients in industries comprising automation and instrumentation, consur
electronics, information automation, automotive, mobile applications, software tools and semiconductors. Our services inclu
product development and sustenance; re-engineering; verification, validation and testing; and migration and porting. C
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technology expertise spans multiple computing languages including assembly language for various micro-controllers a
processors, real-time operating systems and digital signal processing.

The following case study describes one of our embedded systems engagements:

° Schindler Elevator Ltd.,a manufacturer of escalators and elevators, engaged us to develop intelligent elevator contrc
systems with zero defect fault tolerant design and coding. We set up an offshore development centre consisting of engine
and domain experts in providing solutions such as real-time middleware, traffic movement optimisation and supervisic
system for large installation. We have developed a research and development relationship with this client and continua
share best practices.

We offer engineering services primarily to our clients in the manufacturing and energy and utilities industries. Oumstudiees i
AM/FM/GIS, document conversion services and computer aided design (“CAD"), computer aided manufacturing (“CAM") anc
computer aided engineering services (“CAE").

We have recently started a more comprehensive research and development services practice, and intend to extend our s
offerings to provide hardware design, including very large scale integration (“VLSI") and field programmable gate array)(“FPGA”
design and packaging in the electronic products segment, product life-cycle management and product development manage
and services in the mechanical and electro-mechanical product segments.

Business Process Outsourcing/e commenced our BPO service offering in 2002. Our strategy is initially to enhance our domain
expertise and concentrate on transaction processing for our insurance and financial services clients and business proces:
the areas of finance and accounting, payment processing, human resources and technical help-desk.

We have invested in the following facilities: a 544-seat state of the art facility in Noida which serves as our primayy deliver
centre; a nascent centre in Woburn, U.S.; and a mail room and imaging centre in Hounslow, United Kingdom.

The following case study describes one of our BPO engagements:

° CompuCredit CorporationCompuCredit Corporation (“CompuCredit”), a leading issuer of credit cards, outsources non-
core operations such as data entry of credit card applications to our Company. We re-engineered the business proce:
take complete process ownership, including mailroom functions, scanning, data entry and reporting. We successfu
completed migration of processing offshore in three weeks to prevent any business disruption to CompuCredit. Subsequ
to migration, we improved the process quality through Six Sigma initiatives which helped increase accuracy to 99%. Furth
the productivity improved from data entry of 28 credit card applications per hour to 50 applications per hour through focus
training and automation and we reduced the turn-around time from 3 days to same-day.

Quality and Project Management

A strict quality assurance and control program forms an integral part of our delivery model. Our delivery centres were asses
at SEI-CMM Level 4 in 1999, SEI-CMM Level 5 in 2000 and P-CMM Level 3 in 2002. Our delivery centres at offshore locations ir
India have also been awarded the ISO 9001-2000 certification in 2001. Our quality management system involves, among o
things, a review and continuous improvement of software development and allied processes, validation and verification of we
products and regular internal as well as external quality audits. We have developed and applied a sophisticated projemttmanage
methodology to help ensure timely, consistent and accurate delivery of our IT services to our clients. Through this methodolo
we are able to provide our clients with customised status reports. Our established and structured methodologies, tools
techniques are often backed by our five-year old Six Sigma programs.

Sales and Marketing

Our growth in recent years has been driven by new client acquisitions as well as an increase in our share of our efgsting clie
outsourcing budgets. We undertake a detailed exercise periodically to identify existing clients and prospective cliemts that «
develop into large clients. Typically, these clients are Fortune 1000 companies and are identified as clients with théopotentia
scale up to $4.0 million (Rs.181.3 million) or higher in annual revenues over a 24 to 30 month period. We aim to deviglop our cl
relationships into partnerships by working closely with our clients’ managers and senior executives. We work with themat® formu
and execute an offshore driven outsourcing strategy, implement fixed price and fixed-price SLA engagement models and exp
new service offerings.
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Our sales teams target certain industries and service offerings through focused sales executives, geographies through reg
sales executives and large clients through account managers. In addition to the sales executives, we have industrgexperts,
specialists and solution architects who complement our sales efforts by providing specific industry and service offerseg expert
Our sales efforts are also complemented by our marketing professionals, who assist in marketing efforts and brand building.
senior management and dedicated account managers are actively involved in managing client relationships and busir
development through targeted interaction with multiple contacts at different levels in the client organisation. In addition, fc
strategic clients, an identified senior executive has responsibility for overall client development and leads periodiwitBviews
the client. We have 22 sales offices across North America, Europe, Japan and the Asia-Pacific region. As at December 31, 2
2001 and 2002 our sales and marketing teams comprised 55, 87 and 115 personnel, respectively. As at June 30, 2003 and Sept
30, 2003, our sales and marketing teams comprised 139 and 145 personnel, respectively, of which 28 and 38, respectively, \
marketing personnel. We set targets for our sales personnel at the beginning of each year, which are subject to peodic revi
In addition to a base salary, our compensation package for sales personnel includes an incentive based compensation plan ¢
by achievement of the prescribed targets.

We have invested in, and plan to continue to invest in, developing the “Patni” brand in our client markets, within saistted ind
and in India, through targeted analyst outreach programs, trade shows, white papers, events, workshops, road shows, spe
engagements and global public relations management. We believe that a strong brand will contribute to attracting and retair
talented manpower and enhancing our lead generation process and client acquisition.

Clients

We market our services to clients located in the United States, Europe (including the United Kingdom), Japan, the Asia-Pac
region (excluding Japan) and the rest of the world. A significant proportion of our revenues is derived from clients ltmated in
United States, as illustrated in the table below:

Nine months Nine months
Year ended Year ended Year ended ended September ended September
December 31, December 31, December 31, 30, 2002 30, 2003
2000 2001 2002 (Consolidated) (Consolidated)
(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)
United States 81.4% 84.4% 87.6% 87.4% 88.9%
Europe (including the UK) 11.3% 9.1% 7.2% 7.1% 7.2%
Japan 5.6% 5.0% 3.5% 3.8% 2.8%
Others 1.7% 1.5% 1.7% 1.7% 1.1%
Asia-Pacific (excluding Japan) 1.3% 1.4% 1.0% 1.0% 0.7%
Rest of the World 0.4% 0.1% 0.7% 0.7% 0.4%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

Further, a significant proportion of our revenues is derived from the insurance, manufacturing and financial services, industri
as illustrated in the table below. We also derive a small proportion of our revenues from clients in other industrieglwdgch in
the energy and utilities, retail and hospitality industries.

Nine months Nine months
Year ended Year ended Year ended ended September ended September
December 31, December 31, December 31, 30, 2002 30, 2003
2000 2001 2002 (Consolidated) (Consolidated)
(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)
Insurance 33.6% 34.2% 38.0% 38.9% 34.1%
Manufacturing 23.3% 26.9% 27.1% 26.3% 28.5%
Financial Services 15.7% 14.9% 13.9% 13.7% 15.9%
Others 27.4% 24.0% 21.0% 21.1% 21.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0%
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A significant proportion of our revenues is derived from a small number of clients, as illustrated in the table below:

Nine months Nine months
Year ended Year ended Year ended ended September ended September
December 31, December 31, December 31, 30, 2002 30, 2003
2000 2001 2002 (Consolidated) (Consolidated)
(Combined) (Combined) (Consolidated) (Unaudited) (Unaudited)
GE Group 52.2% 56.8% 50.7% 51.4% 42.5%
State Farm Insurance 9.8% 11.5% 16.0% 15.8% 17.4%
Top 5 Clients 76.4% 75.9% 76.2% 77.1% 70.3%
Top 10 Clients 81.8% 82.6% 84.9% 85.0% 80.7%

In the nine months ended September 30, 2003, our top ten clients included the GE Group, The Guardian Life Insurance Comg
of America (“Guardian Life Insurance”), Hitachi Group, HP, State Farm Insurance and Southern California Edison.

The General Electric RelationshipOur relationship with the GE Group commenced in 1990. During the initial phase of our
engagement, from 1990 to 1994, we executed application support and development assignments, primarily on IBM mainfra
systems. Most of the engagements were priced on a time and material basis. In 1995, we entered the next phase of qur relatio
through the establishment of a dedicated offshore development center for the GE Group in Mumbai. We also saw an increas
the work done on a fixed-price basis. In 1999, we became one of GE Group’s strategic partners in its offshore outsatiresg initi
Starting 2001, most of the work that Patni has delivered to the GE Group has been priced using a fixed-price SLA baseut engage
model. Our performance under this model during the second half of 2001 was recognised when we bagged three of the six aw
given by the GE Group across all its global development centers.

We primarily service GE Consumer Finance, GE Consumer Products, GE Insurance, GE Aircraft Engines, GE Plastics, GE Suf
and ERC, for whom we undertake projects in the areas of multi-year application support, new program development, infrastruct
management, business intelligence solutions and software package implementation. Patni delivers these services in most ©
technology areas deployed at various businesses of the GE Group.

To further strengthen our relationship with the GE Group, we:

° Continuously enhance our processes and methodologies using the Six Sigma framework;

° Deliver significant portion of the effort from our offshore centers;

° Commit and deliver on service levels on a fixed fee basis;

° Build centers of excellence that help deliver solutions in new and emerging technology areas;

° Develop expertise in various industry domains such as insurance, financial services and manufacturing.

GE Capital, a subsidiary of General Electric Capital Corporation, became a shareholder of our Company in 2000 and prese
owns 5,659,472 Equity Shares representing 5.1% of our issued and paid up share capital. GE Capital proposes to sell 1,58(
Equity Shares in this Offer and, upon completion of this Offer, will own 4,079,472 Equity Shares representing 3.3% of our pc
Offer issued and paid up share capital. We derived revenues of $80.9 million (Rs.3,906.0 million), $95.5 million (Rs.i#i&83.5 m
and $76.8 million (Rs.3,513.9 million) in 2001, 2002 and in the nine months ended September 30, 2003, respectively, from the
Group. Our current MSA with the GE Group expires on December 31, 2004. On November 12, 2003, we entered into a new MS
whose term is valid from January 1, 2004 to December 31, 2006, with the GE Group.

Competition

The market for IT services is rapidly evolving and highly competitive. We expect that competition will continue to intemsify. W
face competition from:

° Indian IT services companies, such as HCL Technologies Limited, Infosys Technologies Limited, Satyam Computer Servic
Limited, Tata Consultancy Services and Wipro Limited;

° International IT services companies, such as Accenture Limited, Cognizant Technology Solutions, Computer Scienc
Corporation and Electronic Data Systems;

° Divisions of large multinational technology firms such as International Business Machines Corporation and Hewlett-Packa
Company, and in-house IT departments of large corporations; and
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° Other international, national, regional and local firms from a variety of market segments, including major internationz
accounting firms, systems consulting and implementation firms, applications software firms, service groups of comput
equipment companies, general management consulting firms, programming companies and temporary staffing firms.

A number of our international competitors are setting up operations in India and we expect that future competition viflgjipcreas
include firms with operations in other countries, especially those countries with lower labour costs than India. We Helieve tr
our mature global delivery model, focus on offshore services and lower operating costs help differentiate us from some of «
international competitors. We believe that price alone is not a sustainable competitive advantage in an environment where I
becoming increasing critical to clients’ core corporate strategy. We have therefore endeavoured to build our compeitivey positi
on our ability to manage large client relationships, delivery excellence, engagement model innovation, industry specifgeknowle
and experience, broad range of IT services, investment in sales organisation and scalable organisation structure.

Research and Development: Product and Technology Initiatives, Delivery Innovation

We have two groups looking at our research and development activity initiatives, the product and technology initiatives grot
and the delivery innovation group.

The product and technology initiatives group is focused on applied research and development initiatives and keeps track of r
technology trends and creates new focused technology service offerings and intellectual property. The group has establis
systems to harness talent among our employees by providing a framework for idea generation, evaluation and developmer
products or solutions. The group is responsible for identifying, evaluating and incubating new technology service offerings a
later converting the relevant ones into centres of excellence. The group also looks at new potential areas for sensgcésffering
at September 30, 2003, this group consisted of approximately 50 professionals supported by specialists from industry pract
and service offerings from time to time. The current focus areas of the group include VLSI design services, enterpriea integrat
and middleware, business intelligence, web services, security and wireless telecommunications.

The delivery innovation group is focused on operational excellence and serving our customers in the most efficient manner. T
group’s activities include developing and refining our methodologies, tools and techniques, implementing metrics, improvir
estimation processes and adopting new technologies. The delivery innovation group also acts as a resource centre for two o
nascent service offerings, process consulting practice and validation, verification and testing. As at September 30, 2003,
group consisted of approximately 63 professionals who are experts in process improvement and automation.

Human Resources

We employed 4,900, 5,570 and 6,695 employees as at December 31, 2001, December 31, 2002 and September 30, 2003, respe
We believe that our ability to maintain our growth depends to a large extent on our strength in attracting, training,grastivatin
retaining our employees. The key elements of our human resource management strategy include:

Recruitment.We have developed processes to evaluate and recruit large numbers of employees. Our hiring is driven by anr
manpower plans, which are adjusted based on business visibility on a monthly basis. We recruit talent from premier universiti
colleges and institutes in India, including the Indian Institutes of Technology (“lITs"), regional engineering colleges \;'RECs”
and Indian Institutes of Management (“lIMs”). For our offshore facilities located in six cities in India, our campus reeariting
visited over 50 campuses in 2002. Our rigorous selection process involves a series of activities including case andvgrasp inter
and technical and psychometric tests. We also hire laterally on a global basis. All new hires are inducted into our nrganisat
through a structured program, which involves extensive training as well as mentoring.

Our software employees have a diverse education background and as at September 30, 2003, graduate engineers comprised ¢
post graduates engineers comprised 8.5%, Masters in Computer Applications/Masters in Computer Management comprised 7
Masters in Business Administration and equivalent qualifications comprised 7.9% and other degrees comprised 28.3% of
software employee base. We believe that we have a balanced mix of experience with approximately 36.8%, 28.5% and 34.7% o
software employees with work experience of under 3 years, 3 to 6 years and over 6 years, respectively, as at September 30, :

Training and DevelopmentWe have a transparent evaluation system for both performance and potential that results in individus
development plans that help build capabilities and recognise preferences of our employees. We offer our employees multi
avenues and choices for personal and professional growth, including six distinct career paths. In addition, our innoraatiye prog

“Leadership Excellence At Patni”, communicates leadership attributes and helps us identify and develop future leaders neces
for our growth. Our training plans are customised for each employee and address both technical and soft-skill requirements.
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each software professional, we plan a minimum of 10 working days of training per year. As at September 30, 2003, we had
faculty members in our training division, 11 dedicated classrooms and 9 computer labs.

Compensation.We believe our software professionals currently receive competitive salaries and benefits. Our compensatit
packages are adjusted annually based on industry salary correction, compensation surveys and individual performar
Compensation also includes a variable component which is linked to our Company performance. Senior employees are eligible
variable compensation depending upon attainment of pre-defined quarterly objectives.

Our employees are also eligible for stock option grants. To reward, motivate and retain our employees, our shareholdakrs appr
the ESOP on June 30, 2003. For more information on the terms of our stock option plan, see “Capital Structure” on pége 20 of
Prospectus.

Retention We endeavour to provide a challenging and entrepreneurial work environment and multiple growth opportunities fc
all of our people. Through the various programs described above, we seek to identify and develop high-performers from early
their careers. Our attrition rates were 15.6% and 11.1% in 2001 and 2002, respectively. Our attrition has increased #&¥d was 15
20.5% and 26.7%, on an annualised basis, in the three months ended March 31, 2003, June 30, 2003 and September 30,
respectively. The increase in attrition is due, in part, to increased competition for our employees and our offshore compensa
levels being lower than certain competitors. We have implemented certain measures to limit our attrition, including aimincrease
wages of our offshore employees in April 2003, the implementation of the “Leadership Excellence At Patni” program, th@imtroduc
of skill related bonuses, the creation of an on-line grievance redressal mechanism, and the adoption of an employe@ stock oj
plan in June 2003.

Facilities and Infrastructure

Our corporate headquarters is located at Mumbai, India. This facility includes software employees and those in other supy
functions such as sales, marketing and general administration. We have delivery centres at the following six offshor@location:
India:

Sr. No. Property Owned/ LeasetV Year of Acquisition Total Seats
1 Mumbai and Thane
Akruti Softech Park, Andheri, Mumbai Owned 2001 to 2003 632
SEEPZ, Andheri, Mumbai Leased 1981, 1988, 1989, 1992, 1994,
1995, 1997, 1998, 1999, 2002 702
SEEPZ - SDF-VII, Andheri, Mumbai Owned" 2000 and 2002 762
TTC Part A and B, Thane Owned 1998 and 1999 1,425
Millennium Park, TTC, Thane Leased 2001 and 2002 628
Total Mumbai and Thane 4,149
2 Pune
Software Unit, Pune Leased 1994 136
Conversion Unit, Pune Owned? @ 1996 and 1997 338
Chinchwad, Pune Owned? @ 1998 867
Pimpri, Pune Leased 2003 436
Total Pune 1,777
3 Navi Mumbai
International Infotech Park, Vashi, Navi Mumbai Leased 2002 445
4 Gandhinagar
GIDC, Gandhinagar Ownéd @ 1998, 1999 and 2000 409
5. Chennai
Guna Complex, Teynampet, Chennai Leased 2000, 2001 and 2002 709
6. Noida
Sector 16, Noida Leased 2000 318
Sector 58, Noida Leased 2002 544
Total Noida 862
Total 8,351

(1) In this table, properties in respect of which we have entered into lease agreements with a term of 30 years or longenhzherdrterised
as owned properties.However, ownership does not automatically vest in us after such period.
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@ The Company entered into lease agreements with Maharashtra Industrial Development Corporation (“MIDC”) in 1996 and 19%fafor ini
periods of two years in respect of these properties. The lease agreements provided that, once a co-operative society wiee fpamexs
would enter into a new lease for a period of 90 years with a nominal annual rent. The Company has paid the initial preespecinof the
90-year lease. No co-operative society has been formed as of the date hereof and the new lease has not yet been entered into.

® The Company entered into a lease agreement with MIDC in 1996 for an initial period of three years in respect of this gropdesgse
agreement required the Company to construct an electronic unit on the property and provided that, upon completion of dhi eleitfrthe
parties would enter into a new lease for a period of 95 years with a nominal annual rent. The Company has completed thgoconétau
software facility on the property and paid the initial premium in respect of the 95-year lease. However, the new lease taje=emanyet
been entered into.

(4) The Company acquired approximately 73 sg. metres of land from Gujarat Industrial Development Corporation in 1999, wiiticm ¢bat,

upon the construction of substation on the property, the parties would enter into a new lease for a period of 99 yearsadlaerdrto be

agreed upon between the parties. The Company has paid the initial cost of acquisition in respect of this property and toenpéetsttuction

of a substation on the property. However, the new lease agreement has not yet been entered into.
A key component of our global delivery model is the telecommunication linkages between client sites and our sites and betwe
our distributed sites. We have designed a global network architecture which provides client connectivity, offshore developme
center connectivity and internet connectivity. This network provides seamless access across the backbone and useslibygh availe
mechanisms, triangulation features and meshed networks and advanced routing protocols for redundancy and availability. Altho
we rely on third parties, such as telecom providers and internet service providers to provide such services, we ensure thai
have multiple service providers using multiple routes and media to attain high levels of redundancy, availability and qeerforman
The network infrastructure is managed 24 X 7 by a dedicated team, which utilises industry standard network management tc
and procedures.

The terms of our client contracts often impose particular confidentiality and security standards. We have independesitsdestabli
a system of security measures to protect our computer systems from security breaches and computer viruses that may atten
gain access to our communications network. We have deployed advanced technology and process based methods to ens
high level of security. Some of these components include clustered and multilevel firewalls, intrusion detection mechanism
vulnerability assessments, content filtering, antivirus and access control mechanisms. We use encryption techniques
confidentiality of data as required.

Intellectual Property

We rely on a combination of copyright, trademark and design laws, trade secrets, confidentiality procedures and contract
provisions to protect our intellectual property, including our brand identity. We are in the process of registering ourktradema
and servicemark in the U.S. and in India. However, there can be no assurance that we shall be successful in having the ¢
registered. We have registered the trade mark “Patni” in Australia, Germany, Japan, Sweden and UK. However, we cannot as
that our efforts to protect our intellectual property will be adequate.

We require our employees and subcontractors to enter into non-disclosure and assignment of rights arrangements to limit ac
to and distribution of our client’s proprietary and confidential information as well as our own. In addition to these calitfident
agreements, our client contracts require us to comply with certain security obligations including maintenance of netwgrk secur
back-up of data, ensuring our network is virus free and ensuring the credentials of those employees that work with our clier
We cannot assure you that we will be able to comply with all such obligations and not incur any liability.

Although we believe that our intellectual property rights do not infringe on the intellectual property rights of any other part
infringement claims may be asserted against us in the future. There are currently no material pending or threatenet intellec
property claims against us.

Legal Proceedings

As of the date of this Prospectus, we are not party to any pending material legal proceeding. See “Legal and Regulatiany’Informa
on page 91 of this Prospectus.
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OUR HISTORY AND CERTAIN CORPORATE MATTERS

Patni Computer Systems Limited was incorporated as Patni Computer Systems Private Limited on February 10, 1978 under
Companies Act, 1956. In 1988, by virtue of Section 43A of the Companies Act, the Company became a “deemed public compa
and subsequently on April 15, 1991 it was converted into a private limited company. By virtue of its turnover exceedinedprescri
limits under the then-applicable Section 43A of the Companies Act, on July 1, 1995, the Company became a deemed public comj
and consequent to the deletion of Section 43A from the Companies Act, 1956, the Company was converted to a private limi
company on June 27, 2002. The Company was again converted to a public limited company on September 18, 2003.

The original activities of the Company were computer time rental, the resale of imported computer hardware, and software expc
In 1981, the Company promoted PCS Data Products (Private) Limited (“PCSDP”) for the sale and marketing of computer equipm
and hardware maintenance. In 1987, the Company promoted PCS Data General India (“PCSDG”), a joint venture with The D
General Corporation, USA, for the manufacture and maintenance of computer hardware. In 1994, the name of PCSDP was cha
to PCS Industries Limited (“PCSIL”) and PCSDG was merged into PCSIL. Since 1994, our Company has been entirely focused
software exports. In 1999, the shares of PCSIL held by our Company and other non-operating assets were de-merged into
group companies and our Company emerged as a focused IT services company. Patni Computer Systems Limited is a sep
entity from PCS Industries Limited, which is a group company.

Main Objects of the Company
The Company’s main objects as set forth by its Memorandum of Association incltetealia:

1.  To acquire and takeover the Industrial and Import licenses concessions and privileges from Messrs Ravi & Ashok Enterpri
on payment of all costs, charges and expenses incurred by them.

2. To manufacture, purchase, sell or otherwise transfer, lease, import, export, hire, license, use, dispose off, opatate, fabri
construct, distribute, assemble, design, charter, acquire, market, recondition, work upon or otherwise, generally deal in ¢
electronic, electrical, mechanical and electromechanical product, machine, apparatus, appliance, custom produ
merchandise, systems, software procedures, peripheral products, computers, tabulators, data processing machines
systems and components thereof, electronic calculators, electric and electromechanical accounting systems, terminal proc
and systems, machines for registering data preparation, recording, perforating, tabulating, sorting, printing, typewritir
products which possess an internal intelligence for recognising and co-relating any type of data or information to t
processed recognition and memory systems, optical scanning machine transmission lines, transmission equipment, termit
copying, reproducing and distributing machines, check signing, protecting and disbursing equipment machines for facsim
reproduction, facsimile transmission and word processions facilities and accessories and devices of all kinds, and for
purposes and any products and component parts thereof or materials or articles used in connection therewith, and an
other machinery, appliance, apparatus, devices, materials, substances, business firms and supplies, articles or things
character similar or analogous to the foregoing, or any of them or connected therewith.

3. To establish, maintain and conduct training schools, courses and programmes in connection with the use, purchase,
import, export, license, distribution, design, manufacture or rental of the aforesaid types of machines, apparatus, applian
systems and merchandise and of the articles required in the use thereof or used in connection therewith.

4.  To carry on the business of developing, improving, designing, marketing, selling and licensing software and program-produ
of any and all description.

5. To carry on the business of electricians, electrical, electronic engineers and manufacturers of and dealers in electri
mechanical, chemical, optical and electronic machines, appliances and apparatus of every description.

6.  To carry on the business of consultants in computers, computer-oriented systems all branches of computer science,
electrical, electronic, mechanical, chemical, optical, metallurgical and all other branches of engineering.

7.  To carry on the business of consultancy services related to the preparation and maintenance of accounting, statist
scientific or mathematical, information and reports, data conversion, data processing, programming, collecting, storin
processing and transmitting information and data of every kind and description, systems analysis and machine services
solving or aiding commercial, industrial, scientific and research problems and for all other related business.
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8. To carry on the business of advisers and consultants and collaborators on all matters and problems relating to
administration, organisation, finance management, personnel, commencement or expansion of industry and busin
(including construction of plants and buildings production, purchases, sales marketing, advertisement, publicity, persont
export and import) and of institutions, concerns, bodies, associations (incorporated and unincorporated), departments
services of the government, public or local authorities, trusts, scientific research and development centres.

9.  To act as service organisation or bureau for providing advise and services in various fields general, administraties, secrets
consultancy, commercial, financial, legal, economic, labour, industrial, public relations, scientific, technical, diretitesntd in
taxation and other levies, statistical, accountancy, quality control and data processing.

10. To supply and provide, maintain and operate, design any engineering consultancy services applicable over the whole rz
of industry, trade, commerce and agriculture.

Changes in Memorandum of Association
Since our incorporation, the following changes have been made to our Memorandum of Association:

Date of shareholder approval Changes

January 14, 1980 Our authorised capital was increased from Rs.0.5 million to Rs.1 million

April 12, 1982 Certain additional objects were inserted in the Memorandum of Association

March 30, 1995 Our authorised capital was increased from Rs.1 million to Rs.50 million
Subdivision of equity shares.

November 6, 1998 Our authorised capital was increased from Rs.50 million to Rs.300 million.
2.5 million preference shares of Rs.100 each added in authorised capital.

May 22, 2000 Our authorised capital was increased from Rs.300 million to Rs.500 million

June 29, 2001 Subdivision of equity shares.

June 27, 2002 Conversion into a private limited company

June 30, 2003 2.5 million preference shares of Rs.100 each deleted from authorised capital of Rs.500 million.

Our authorised capital to comprise of 250 million Equity Shares of Rs.2 each.

August 18, 2003 Conversion into a public company

The details of the capital raised by our Company are given in the section “Capital Structure” on page 20 of this Prospectus
Shareholders Agreement

The Company, Mr. Narendra K. Patni and iSolutions Inc., Mr. Gajendra K. Patni and certain of his family members (the “GK
Group”), Mr. Ashok K. Patni and certain of his family members (the “AKP Group”), GE Capital and GE APC Technology Investment
Il (Mauritius) Limited (“GE Tech”) (collectively, the “GE Entities”) and GA have entered into a shareholders agreementylated Ju
15, 2002, as amended on August 1, 2003.

Pursuant to a letter agreement dated October 25, 2003 entered into by each party to the shareholders agreement, such
have agreed that the shareholders agreement will stand terminated immediately upon the listing of the Equity Shares on the
or the NSE. A copy of the shareholders agreement, as amended, and a copy of the letter agreement terminating the shareh
agreement are available for inspection as material documents at the corporate offices of the Company.

Avrticles of Association

As used in this section, the term “NKP Group” means Mr. Narendra K. Patni, certain of his family members, iSolutions Inc. ar
certain of their named entities, and the term “Significant Shareholder” means each of GA, the NKP Group, the GKP Group and
AKP Group.

ADR Facility
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Subject to applicable law, the Articles of Association permit each shareholder to elect to deposit any Equity Sharescheld by s
shareholder in exchange for American Depositary Shares representing such underlying Equity Shares and provides that
Company shall procure such arrangement at the request of such shareholder.

At the time a shareholder elects to deposit his equity shares and hold ADRs, such conversion of equity shares into ADRS
be in compliance with the applicable Indian requirements of law.

Shareholders Meetings

The Articles of Association provide that a notice of at least 21 days, with the agenda of the meeting, is required tddoe given
each shareholder for every shareholder meeting, unless a shorter notice is unanimously agreed to by all the shareh®lders in
of an annual general meeting and by shareholders holding not less than 95% of the paid-up voting capital of the Compan
case of any other meeting. Five shareholders present in person or by proxy, which includes at least one representative of
Significant Shareholder (until such Significant Shareholder holds at least 5% of the Equity Shares), shall be required to forn
guorum at any meeting. If a quorum is not present on the date the meeting is convened, it shall be adjourned to a date 15
after the original meeting and the shareholders who are present at the adjourned meeting shall constitute the quorum.

Quorum

Subject to Section 287 of the Companies Act, the quorum for a meeting of the Board shall be the presence of at leasif®our Direc
which must include at least one nominee Director (or his or her alternate) of each of the AKP Group, the GKP Group, the N}
Group, and GA (unless the absent nominee Director consents in writing to a quorum requirement being satisfied despite hi:
her absence) as such terms are defined in the Articles of Association.

Provided that where at any time the number of interested Directors exceeds or is equal to two thirds of the total strength,
number of remaining Directors, that is to say, the number of Directors who are not interested, present at the meeting being
less than two, shall be the quorum during such time.

The presence of independent directors is not mandatory for quorum under Section 287 of the Companies Act or as per Claus
of the listing agreement.

Board of Directors; Committees

The Articles of Association provide that the board of directors of the Company (the “Board”) shall be comprised of nat less th:
three directors and not more than 10 directors. Eight directors on the Board shall be appointed as follows:

° three permanent directors nominated by each of the AKP Group, the GKP Group and the NKP Group so long as the rele\
Group holds 5% or more of the Equity Shares;

° one rotating director nominated by GA, so long as GA holds 5% or more of the Equity Shares; and

° four non-permanent independent directors. Each of the four directors nominated by the Significant Shareholders shall
(so long as each Significant Shareholder continues to hold 5% or more of the Equity Shares) entitled to propose the ne
of one candidate who is willing to act in the capacity of an independent director on the Board.

Each director nominated by a particular Group shall hold office at the pleasure of that Group. In the event any Group wishes
remove a director who has been appointed as its nominee, the other Significant Shareholders have agreed in the Article
Association to vote for the removal of such director. Except in the event of the removal of a director for a breach afdluty, fr
bankruptcy or unless contrary to law, all the Significant Shareholders have agreed in the Articles of Association thaeickemde
directors shall not be removed except by at a general meeting by the votes of shareholders (present and voting) hotding not
than 51% of the Equity Shares, which includes the votes of at least three Significant Shareholders in a general meedjtg and e:
by a majority of the directors of the Company, which includes at least three nominee director appointed by the Significa
Shareholders.

GA is also entitled to nominate one of the members to each committee of the Board of Directors, including the Audit Committe
the Compensation Committee and such other committees, until GA holds 5% or more of the Equity Shares.

The Articles of Association require that at least 15 clear days notice be provided for any Board meeting unless a shorter no
period is agreed by a majority of the directors. The quorum for a meeting of the Board is the presence of at least fsur direct
which must include at least one director nominated by each of the AKP Group, the GKP Group, the NKP Group and GA (unle
the absent nominee director consents in writing to a quorum requirement being satisfied despite his or her absenceh If a quc
is not present on the date on which a meeting is convened, the meeting will automatically stand adjourned and be reconve
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seven days after the original meeting and the directors present at the reconvened meeting shall constitute a valid quorum.

Under the Articles of Association of the Company, Mr. Narendra K. Patni shall be the permanent Chairman of the Board. T
Chairman shall preside at all meetings of the Board and the Company. In the absence of Mr. Narendra K. Patni at any meetin
the Board, a GA nominee shall preside as Chairman. The Chairman has a casting vote in case of a tie. If for any reason
Narendra K. Patni is unable to continue as the Chairman, the Board shall appoint the Chairman.

The composition of our Company’s Board of Directors is in compliance with Clause 49 of listing agreement, except presently f
the Boards of the 100% subsidiaries of the Company, all of which are incorporated outside India, and which are not governec
the listing agreement.

Chief Executive Officer; Executive Directors

Pursuant to a consultancy agreement entered into on October 24, 2000, between Patni Computer Systems, Inc., our U,S. subsi
and the Company, as amended on August 19, 2003, Patni Computer Systems, Inc. has agreed to provide certain services 1
Company and second Mr. Narendra K. Patni, its President and Chief Executive Officer, to the Company as its Chief Execut
Officer (“CEQ") during the term of the agreement. The consultancy agreement can be terminated:

() on or after December 31, 2008;
(i) if Mr. Narendra K. Patni cannot continue as the CEO;
@iy if Mr. Narendra K. Patni is no longer employed by Patni Computer Systems, Inc.; or

(iv) if either the Company or Patni Computer Systems, Inc. is adjudicated as guilty of wilful misconduct or gross negligenc
under the consultancy agreement.

The Articles of Association of the Company also provide that until Mr. Narendra K. Patni is the Managing Director or CEO o
Manager, he has the right to appoint and remove all key senior personnel and senior management of the Company follow
consultation with GA. Under the Articles of Association, Mr. Narendra K. Patni may, while serving as CEO of the Company, ele
to become the Managing Director of the Company, and each Significant Shareholder and their respective nominee directors
required under the Articles of Association to ensure that Mr. Narendra K. Patni is appointed as the Managing Director of t
Company for such periods and on such terms as have been agreed upon by Patni Computer Systems, Inc. and Mr. Narend
Patni. See also the section “Statutory and Other Information” for additional information on the employment agreement betwe
Mr. Narendra K. Patni and Patni Computer Systems, Inc.

The Articles of Association of the Company provide that Mr. Gajendra K. Patni and Mr. Ashok K. Patni will continue as executiv
directors of the Company pursuant to their terms and conditions of employment. Each of Mr. Gajendra K. Patni’s and Mr. Ash
K. Patni’s employment agreements with the Company are valid for an initial term until October 23, 2005, and the agreements
automatically renewed for a further period of five years. See also the section “Statutory and Other Information” for addition
information on the employment agreements.

Promoter Group Covenants

Subject to GA holding at least 5% of the issued Equity Shares and except for the promoters’ interest and participation in P
Industries Limited, Patni Computer Systems, Inc. and their subsidiaries, each promoter has agreed that, until the 8estyanniver
of our initial public offering, he shall not, except with the prior consent of GA, promote or participate in any businessagompe
with the Company’s business of developing computer software (including internet applications). Additionally, if any promote
voluntarily sells his shareholding in the Company, such promoter will execute a non-competition and non-solicitation agreeme
with the Company for a period of one year from the date of its sale of the shareholding.

Amendment to Articles of Association

Our Articles of Association can only be amended if members holding not less than 75% of the Equity Shares (and who :
entitled to vote) cast votes in favour of such amendment and such votes include the favourable votes of each of the AKP Grc
GKP Group, NKP Group and GA so long as each of the respective Group holds at least 10% of the Equity Shares and vote
such amendment.

Registration Rights Agreement

The Company, GA, the GE Entities, Mr. Ashok K. Patni, Mr. Gajendra K. Patni and certain of their relatives (collectivieinthe “
RRA Shareholders”), Mr. Narendra K. Patni and iSolutions Inc. have entered into a registration rights agreement dated July
2002, certain provisions of which are summarised below. GA, the GE Entities and the Patni RRA Shareholders are collectiv
referred to in this section as the “Holders”. Registration rights have been granted only to the shareholders who areeparty to
Registration Rights Agreement. Accordingly, the shareholders who will acquire the shares in the proposed Offer are Inlet be eligi
to enjoy such registration rights.
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Pursuant to the registration rights agreement, each of GA, the GE Entities and any other Holder(s) (holding, individually
collectively with other Holders) of more than 20% of the Registrable Securities (as defined below) (the “Initiating Hadders”) h
the right to cause the Company to register the equity shares and any American Depositary Shares representing such e
shares (“ADSs” and collectively with the equity shares, the “Registrable Securities”), held by each such person with the U.
Securities and Exchange Commission (the “SEC”) under the U.S. Securities Act of 1933, as amended (“Securities Act”), at ¢
time after the earlier of (a) sixteen (16) months after the closing of our initial public offering or (b) 180 days aftenpheyCo
becomes a reporting company under the U.S. Securities Exchange Act of 1934, as amended. In the event such Holder “dema
the registration of the Registrable Securities held by it pursuant to the immediately preceding sentence, the other Holders r
also require the Company to include the Registrable Securities held by them in the registration statement filed by the Comp:e
In the event a Holder transfers the Registrable Securities held by it the demand registration right conferred on the Holde!
transferred automatically to the transferee in case the transferee is an affiliate of the Holder and the demand regfigtigtion ri
transferred only with the consent of the Company (which consent shall not be unreasonably withheld) in case the transfere
not an affiliate of the Holder.

In addition, if at any time the Company proposes to register with the SEC any Registrable Securities in connection wittly an offe
by the Company for its own account or for the account of any shareholder of the Company, then each Holder shall have the r
to have all or any portion of its Registrable Securities included in such registration. The incidental or “piggy-backfiorgistra
rights conferred on the Holder is transferred automatically to the transferee in case of a transfer of Registrable Securities.

The Company has also agreed that, at any time after it becomes eligible to use a Form S-3 or F-3 registration statea@tioinin conn
with a public offering of securities, each of GA, the GE Entities and any other Holder(s) of more than 20% of the Registrab
Securities may make a written request to the Company to register, and the Company shall file with the SEC a registratibn stater
in Form S-3 or F-3, as applicable, with respect to the number of Registrable Securities specified in such request fiog an offeri

a continuous basis pursuant to Rule 415 under the Securities Act (“Form 3 Initiating Holders”). In the event a Form @ Initiatin
Holder demands the registration of the Registrable Securities held by it, the other Holders may also require the Company
include the Registrable Securities held by them in the registration statement filed by the Company. In the event a Helder trans
the Registrable Securities held by it, this “Form 3" registration right conferred on the Holder is transferred automatically to
transferee in case the transferee is an affiliate of the Holder and the Form 3 registration right is transferred onlgomgRrihe

of the Company (which consent shall not be unreasonably withheld) in case the transferee is not an affiliate of the aolder. |
majority of the Initiating Holders or the Form 3 Initiating Holders so elect, the Company is required to use commerciadlglecaso
efforts to cause the “demand” or “Form 3” registration to be in the form of a firm commitment underwritten offering.

There are certain limitations on the number of “demand” or “Form 3" registration rights available to any Holder. Wheneve
registration of Registrable Securities has been requested pursuant to the registration rights agreement, the Compaahy is req
to use commercially reasonable efforts to effect the registration and sale of such Registrable Securities in accordance with
intended method of distribution as soon as reasonably practicable. The Company is required to pay all expenses arising fror
incident to its performance of, or compliance with, the registration rights agreement. In addition, the Company is réeaired to
the fees, disbursements and other charges of one counsel to the Holders in connection with any registration of Registrz
Securities in an amount not exceeding $50,000 for the first such registration and $15,000 for any subsequent registration.
Company is requirediter-alia, to keep a registration statement effective for the lesser of 120 days and when Registrable Securiti
covered by the registration statement are sold.

The Registration Rights Agreement was executed and will be acted upon in compliance with Indian requirements of law a
directives issued by Government of India and RBI in relation to ADR/GDR as may be applicable at the time of the exercise of
registration rights.

Deposit Agreement

The Company, The Bank of New York (the “Depositary”) and the owners of and beneficial owners of ADRs have entered into
deposit agreement dated July 15, 2002, pursuant to which 13,441,245 Equity Shares have been issued to the Depositary b
Company. The Depositary has issued to GA 13,441,245 American Depositary Shares representing such Equity Shares. Conse
to our bonus issue on August 30, 2003, an additional 6,720,623 Equity Shares have been issued to the Depositary by the Com
and the Depositary is in the process of issuing a similar number of ADRs representing these additional Equity SharessThe hol
of ADRs can, at any time, convert their ADRs into Equity Shares of the Company. Under the deposit agreement, the Comp:
has agreed to pay the fees, reasonable expenses and out-of-pocket charges of the Depositary in accordance with agree
entered into in writing between the Depositary and the Company from time to time.
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MANAGEMENT

Board of Directors

Our Chairman, Mr. Narendra K. Patni, is also our Chief Executive Officer. We currently have nine directors.

The following table sets forth details regarding our Board of Directors as at November 12, 2003:

Other Directorships

Name, Designation, Father's Name, Address, Age
Occupation and Term (years)
Mr. Narendra K Patni 61

Chairman and Chief Executive Officer
(Son of Mr. Sobhagmal M. Patni)

100 Memorial Drive #5-1B
Cambridge, MA 02142

USA

Business

Permanent

iSolutions Inc.

Patni Computer Systems, Inc.
PCS Industries Limited
The Reference Inc.

Mr. Gajendra K. Patni 62
Executive Director

(Son of Mr. Sobhagmal M. Patni)

42-A Jolly Maker Apartments 1

Cuffe Parade, Mumbai 400 005

Business

Permanent

PCS Cullinet Private Limited
PCS Industries Limited
PCS International Limited

Mr. Ashok K. Patni 52
Executive Director

(Son of Mr. Sobhagmal M. Patni)

22-A Jolly Maker Apartments 1

Cuffe Parade, Mumbai 400 005

Ashoka Computer Systems Private Limited
Patni Computer Systems (UK) Limited
PCS Cullinet Private Limited
PCS Finance Private Limited
PCS Industries Limited

Business PCS International Limited
Permanent
Mr. Arun Duggal 57 International Asset Reconstruction Company

Independent Director
(Son of Mr. S L Duggal)
A-3, West End Colony
New Delhi 110 021

Zuari Industries Limited

Retired

Ms. Susan G. Esserman 51 Nil

Independent Director

(Daughter of Mr. Ronald Esserman)

9513 Brooke Drive

Bethesda, MD 20817

USA

Legal Counsel

Mr. William O. Grabe 65 AiMetrix

Director Bottomline Technologies, Inc.

(Son of Mr. William Friedrich Grabe)
1179 Pequot Avenue

Southport, CT 06890

USA

Investment Manager

Cancer Research Institute
Compuware Corporation
Digital China Holdings
Exact Holdings, NV
Firepond, Inc.
Gartner, Inc.
Lifecare, Inc.
Outward Bound USA
The Anderson School at UCLA
The Nature Conservancy Connecticut Chapter

Mr. Anupam Puri 58
Independent Director

(Son of Mr. Yogender Krishan Puri)

17 East 16th Street

New York, NY 10003

USA

Retired

Dr. Reddy’saboratories Limited

Daksh e-Services Private Limited
Godrej Consumer Products Limited

ICICI Bank Limited

Mahindra & Mahindra Limited

Mahindra-British Telecom Limited
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Name, Designation, Father's Name, Address, Age Other Directorships

Occupation and Term (years)

Mr. Pradip Shah 50 AMP IndAsia Fund Advisors (Mauritius) Limited
Independent Director Asset Reconstruction Company (India) Limited
(Son of Mr. Panalal Shah) BASF India Limited

72 Embassy Apartments Bharatiya Reserve Bank Note Mudran Limited
46 Napean Sea Road Gujrat Positra Port Infrastructure Limited
Mumbai 400 006 Hardy Oil & Gas Limited

Investment Advisor IndAsia Fund Advisors Private Limited

Matsushita Lakhanpal Battery India Limited
Pfizer Limited

Prudential ICICI Asset Management Limited
Shah Foods Limited

Sonata Software Limited

Supra Advisors (BVI) Limited (British Virgin Islands)
The Shipping Corporation of India Limited
Tata Infomedia Limited

Taib Bank EC

Wartsila India Limited

Zip Global Network Limited

Mr. Ramesh Venkateswaran 51 Almak Management Services Private Limited
Independent Director

(Son of Mr. Sekhripuram Subbaraman Venkateswaran)

F 003 Adarsh Palace

47 Cross, 8 Block, Jayanagar

Bangalore, 560 041

Management Consultant

Brief Biography of the Directors

Mr. Narendra K. Patni, 61, Chairman and CEO, has a Master’s degree in Electrical Engineering from the Massachusetts Institu
of Technology (“MIT”) and a Master’s degree in Management from the Sloan School of Management at MIT. He has a Bachelo
degree in Electrical Engineering from IIT, Roorkee. He is a founder promoter of the Company and has led the Company since
inception in 1978. As an entrepreneur, he has played an integral role in the development of the Indian IT industry through

various ventures. He was instrumental in initiating the offshore outsourcing business model for the software industry. Prior
founding his first company, Data Conversion Inc. in 1972, he was President and Director of the Forrester Consulting Group &
was previously with the US Trust Company of New York and was a consultant to Arthur D. Little, Inc.

Mr. Gajendra K. Patni, 62, Executive Director, is one of the founder promoters of our Company. He is a Chemical Engineer. He he
over 34 years of experience in finance, banking, legal and personnel functions. He has contributed significantly in the past to
growth of the computer rental business of our Company, which led to the formation of PCSDP in 1981, and PCS DG in 1987. Th
companies were merged to form PCS Industries Limited in 1994. He is a Joint Managing Director of PCS Industries Limiisty. Previo

he was the Managing Director of Industrial Oxygen Company Limited.

Mr. Ashok K. Patni, 52, Executive Director, is one of the founder promoters of our Company. He is a Mechanical Engineer fror
[IT, Mumbai. He has over 21 years of experience in computer hardware and systems software. He has contributed significantl
the past to the growth of the hardware business of our Company which led to the formation of PCSDP in 1981, and PCSDCGC
1987. These companies were merged to form PCS Industries Limited in 1994. He is a Joint Managing Director of PCS Industi
Limited.

Mr. Arun Duggal, 57, has a Bachelor’'s degree in Mechanical Engineering from IIT, Delhi, and a post graduate diploma it
management from 1IM, Ahmedabad. Mr. Duggal has over 20 years experience with Bank of America, in positions including Managi
Director of Bank of America in India and Chief Executive Officer of Bank of America Asia, Hong Kong. He was most recently
Chief Financial Officer of HCL Technologies Limited.

Ms. Susan G. Essermarbl, has a JD degree from the University of Michigan Law School and a Bachelor of Arts degree from
Wellesley College. She is currently a partner in the Washington, D.C. office of the law firm Steptoe & Johnson LLP, where she
Chair of the firm’s International Department. Ms. Esserman previously held four senior-level positions in the Office of the U.€
Trade Representative and the Commerce Department. As Deputy U.S. Trade Representative, she was responsible for U.S.
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policy and negotiations with Europe, India, Russia and the former Soviet Union, Africa, the Middle East and in the WTO. St
also held the positions of USTR General Counsel and Assistant Secretary of Commerce for Import Administration.

Mr. William O. Grabe , 65, has a BS degree in Engineering from New York University and an MBA from the University of California,
Los Angeles. He is a Managing Member at General Atlantic Partners, LLC, a worldwide private equity fund, where he has work
since 1992. Prior to that, he was also head, North America Sales and Marketing at IBM.

Mr. Anupam Puri, 58, has an M. Phil. and a Master of Arts in Economics from Oxford University and a Bachelor of Arts in
Economics from Delhi University. Mr. Puri was previously a director and elected member of the board of directors of McKinse
& Company. During his 30-year tenure, he served in a number of global companies and governments and led the developmel
McKinsey’s India practice and oversaw their Asian and Latin American offices.

Mr. Pradip Shah, 50, a Chartered Accountant, has a Master's degree in Business Administration from the Harvard Gradua
School of Business and a degree from The Institute of Cost & Works Accountants of India. He was responsible for introduci
credit ratings in India and is a founder of The Credit Rating Information Services of India Limited (CRISIL). He is cureently t
Chairman of the Board at IndAsia Fund Advisors Private Limited.

Mr. Ramesh Venkateswaran 51, has a Bachelor’s degree in Mechanical Engineering from IIT, Mumbai and a post graduate diplom
in management from [IM, Bangalore. He is a Management Consultant and is currently the Managing Director of Almak Managem:
Services Private Limited. He is also a founder member of a non profit organisation, ‘Vishwas'.

As per our Articles of Association, the Board can appoint an alternate director pursuant to the provisions of the Companies £
Mr. Abhay Havaldar is presently the alternate director to Mr. William O. Grabe.

Compensation of Our Directors

For details of compensation of Mr. Narendra K. Patni, our Chairman and CEO, and Mr. Gajendra K. Patni and Mr. Ashok K. Pat
our Executive Directors, please refer to the section “Statutory and Other Information” on page 258 of this Prospectus. C
independent Directors on the Board are entitled to sitting fees as may be permissible under the Companies Act, apait from ac
boarding and lodging expenses for attending the Board/Committee meetings. The independent directors may also be |
commission and any other amounts as may be decided by the Board in accordance with the provisions of the Companies Act
any other applicable Indian laws and regulations.

Shareholding of Our Directors in our Company
The following table details the shareholding of our Directors, as at the date of this Prospectus:

Name of Directors Number of Equity Shares @ Number of Equity Shares @
(Pre-Offer) (Post-Offer)

Mr. Narendra K. Patni 2,108,802 2,108,802

Mr. Gajendra K. Patni 10,935,000 9,063,000

Mr. Ashok K. Patni 10,962,000 9,090,000

(1), (2) All holdings include shares held either individually or in joint names. For details regarding Equity Shares heé&bédyrbmoters and
their families and entities controlled by them, please see “Capital Structure” on page 20 of this Prospectus.

Term of Office

Mr. Narendra K. Patni is the Chairman and Chief Executive Officer of our Company. He is also the President and Chief Execut
Officer of Patni Computer Systems, Inc. Mr. Narendra K. Patni has been seconded as CEO of our Company pursuant to
Consultancy Agreement, dated October 24, 2000, as approved by the Board Resolution dated October 24, 2000, as amend
the Deed of Amendment dated August 19, 2003, as approved by the Board Resolution dated August 12, 2003. For the tern
Mr. Narendra K. Patni’'s appointment see “Remuneration of CEO/Executive Directors” on page 261 of this Prospectus.

Mr. Gajendra K. Patni and Mr. Ashok K. Patni are Executive Directors of our Company for the term of five years (“First@erm”) u
to October 23, 2005, which will be renewed for a further period of five years (“Second Term”). For the terms of Mr. Gajendra k
Patni’'s and Mr. Ashok K. Patni’'s appointment as Executive Directors, see “Remuneration of CEO/Executive Directors” on pa
261 of this Prospectus.
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Changes in Our Board of Directors during the last three years
Changes to our Board of Directors during the last three years are as follows:

NameDate of Appointment Date of Cessation Reason

Mr. Sobhagmal M. Patni N.A. October 24, 2000 Resigned

Mr. Chandmal J. Bandi N.A. October 24, 2000 Resigned

Mr. K. K. Barjatya N.A. October 24, 2000 Resigned

Mr. Scott R. Bayman October 24, 2000 November 12, 2003 GE Capital Nominee, Resigned

Mr. Puneet Bhatia February 14, 2001 February 22, 2002 Appointment of Mr. Anil Chawla as an
Alternate
Director to Mr. Scott R. Bayman

Mr. Anil Chawla August 29, 2002 November 12, 2003 Alternate Director to Mr. Scott R. Bayman

Mr. William O. Grabe September 5, 2002 GA Nominee

Mr. John Wong September 5, 2002 November 12, 2003 GA Nominee, Resigned due to reduced

number of Board seats to GA, pursuant to
reduction in size of Board

Mr. Christopher Lanning September 5, 2002 October 30, 2002 Appointment of Mr. Abhay Havaldar as an
Alternate Directorto Mr. William O. Grabe

Name Date of Appointment Date of Cessation Reason

Mr. Abhay Havaldar October 30, 2002 — Alternate Director to Mr. William O. Grabe
Ms. Susan G. Esserman November 12, 2003 — Independent Director

Mr. Anupam Puri November 12, 2003 — Independent Director

Mr. Pradip Shah November 12, 2003 — Independent Director

Mr. Ramesh Venkateswaran November 12, 2003 — Independent Director

Mr. Arun Duggal November 12, 2003 — Independent Director

Corporate Governance

The provisions of the listing agreement to be entered into with the Stock Exchanges with respect to corporate goverrgance wil
applicable to us immediately upon the listing of our Equity Shares on the Stock Exchanges. We intend to comply with su
provisions, including with respect to the appointment of independent directors to our Board and the constitution of thg followi

Board committees: the Audit Committee; the Remuneration Committee; and the Investors Grievances Committee. We undertak
adopt the Corporate Governance Code as per Clause 49 of the listing agreement to be entered into with the Stock Exchanges
to listing.

Audit Committee

The terms of reference of Audit Committee comply with the requirements of Clause 49 of the listing agreement to be entered i
with the Stock Exchanges. The committee consists of all non-executive directors, with the majority being independent directc
The Audit Committee currently comprises Mr. Arun Duggal, as the Chairman, Mr. William O. Grabe (alternate Director, Mr. Abha:
Havaldar) and Mr. Pradip Shah.

The Audit Committee provides directions to and reviews functions of the Audit Department. The Committee evaluates interr
audit policies, plans, procedures and performance and reviews the other functions through various internal audit reports
other year-end certificates issued by the statutory auditors. Quarterly and Annual Accounts are placed before the Audi,Commit
prior to being presented to the Board along with the recommendations of the Audit Committee.

Remuneration Committee

The Remuneration Committee consists of non-executive directors, with the Chairman being an independent director. The Commi
currently comprises Mr. Anupam Puri, as the Chairman, Mr. William O. Grabe (alternate Director, Mr. Abhay Havaldar) an
Mr. Ramesh Venkateswaran. The Committee performs the functions of Remuneration Committee as recommended in the lis
agreement to be entered into with the Stock Exchanges. It will determine the company’s policy on specific packages &r execu
directors.
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Investors Grievances Committee

The Investors Grievances Committee looks into redressal of shareholder and investor complaints, issue of duplicate/sy
consolidated share certificates, allotment and listing of shares and review of cases for refusal of transfer/transmassn of sh
and debentures and reference to statutory and regulatory authorities. The Investors Grievances Committee currently comp
of Mr. Arun Duggal, as the Chairman, Mr. Narendra K Patni and Mr. William O. Grabe (alternate Director, Mr. Abhay Havaldar)

In addition to the committees described above, we also have a Board committee called the Compensation Committee.
The Compensation Committee

The Compensation Committee consists of the CEO and other Directors. The Committee currently comprises Mr. Anupam Puri
the Chairman, Ms. Susan G. Esserman, Mr. William O. Grabe (alternate Director, Mr. Abhay Havaldar), and Mr. Narendra K. Pat
The Committee determines the grant of stock options and also reviews the overall compensation structure including manage
remuneration (other than to executive directors) and related policies aimed at attracting, motivating and retaining personnel.

Key Managerial Employees of our Company
The details of our key managerial employees are as follows:

Mr. Narendra K. Patnj the Chairman and Chief Executive Officeplease refer to page 47 of this Prospectus under the section
“Brief Biography of the Directors”.

Mr. Satish M. Joshj 48, Senior Vice President and Chief Technology Officer, has a Bachelor’s degree in Electrical Engineerin
from IIT, Mumbai and a Master’s degree in Computer Science. He has been employed with Patni for 21 years. His responsibilit
include internal management information systems (“MIS”), global disaster recovery planning (“DRP”) and business conitnuit
planning (“BCP”), facilities and communications. In addition, Satish also supervises the Enterprise Application Systems, Jap:
and eBusiness business units. Prior to Patni, he worked with the Tata Institute of Fundamental Research (“TIFR”) indingas inclu
concurrent programming languages, storage techniques for large databases, compiler optimization and data communication netw
His gross compensation in 2002 was Rs.3.0 million.

Mr. Vijay P. Khare 46, Senior Vice President, has a Bachelor’'s degree in Engineering from the Regional Engineering Colleg
(“REC”) Nagpur and a Masters degree in Computer Science from IIT, Mumbai. He has been employed with Patni for 23 years. |
responsibilities include managing key accounts, co-ordinating global delivery, operational planning and review co-ordination.

addition, Vijay also supervises the GE and Insurance strategic business units. Vijay began his career with Patni in 1980. Dul
his initial years, he worked on several projects in areas like distribution, manufacturing, and office automation in teghnologi
ranging from Data General (*“AOS/VS”) to Unix and IBM (“MVS”). He was later involved in the customer relationship management
of several accounts including Data General, Waterland BV, and RBS. He managed the GE relationship from 1995 to 2000. His gl
compensation for 2002 was Rs.3.2 million.

Mr. Deepak Sogani37, Chief Financial Officer, has a Bachelor’s degree in Electrical Engineering from 11T, Delhi and a post graduat
diploma in management from IIM Ahmedabad. He has been employed with Patni for 6 years. He is also a CFA charterhol
(AIMR, VA, USA). His responsibilities include managing global financial operations, corporate finance, treasury, globabreporti
and international taxation, financial and business planning, and enterprise-wide risk management. Deepak started [8Blcareer a
Capital Markets and has worked in areas including money markets, structured finance, cross-border finance and invesgmnent ban
His subsequent assignments were in the financial and management consultancy area, with a focus on reengineering for mid
corporates. His gross compensation in 2002 was Rs.2.5 million. In addition a one-time bonus of Rs.2.0 million was giwen to him
2002.

Mr. Ajay Chamania 41, Head of the Embedded Technology Solutions business unit, has a Bachelor’s degree in Electronics a
Telecommunications from REC, Bhopal. He has been employed with Patni for 17 years. Ajay has over 17 years of experience
technology, research and development, and embedded systems. He was previously employed with Tata Infotech Limited (form
Tata Unisys Limited). His gross compensation in 2002 was Rs.2.3 million.

Mr. Sunil Chitale, 40, Head of GE business unit, has a Bachelor’s degree in Electronics Engineering from the Institute of Technolog
Benares Hindu University. Sunil started his career at Patni and has extensive experience in the development of large system
financial management, inventory management, billing and order management. He has been employed with Patni for 18 years.
gross compensation in 2002 was Rs.2.6 million.
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Mr. Sanjiv Kapur, 44, Head of the BPO business unit, is a graduate from the University of Bombay. Sanjiv has more than 20 ye:
of experience in the IT, Telecom and BPO industries and has been with Patni for over 2 years. Prior to joining PatnisSanjiv v
an Executive Vice-President with e-Serve and was responsible for international sales and strategic initiatives including merg
and acquisitions. Previously, he was the Chief Executive Officer of Easy Call. His gross compensation in 2002 was Rga.2.7 milli

Mr. Milind S. Padalkar, 45, Head of the Enterprise Application Systems business unit, has a Bachelor’s degree in Engineerir
from IIT, Delhi and a post graduate diploma in management from [IM, Ahmedabad. He has been employed with Patni for 15 yee
He has more than 20 years of experience in the IT industry and has worked in many industries including manufacturing, bank
and telecom. He was previously employed with Zensar Technologies Limited (formerly International Computers India Manufactu
Limited). His gross compensation in 2002 was Rs.2.8 million.

Mr. C. R. Krishna Shastri 44, Head of the eBusiness business unit, has a Bachelor’s degree in Electrical Engineering from Il
Kharagpur and a Masters degree in Computer Science from IIT, Madras. He has been employed with Patni for 18 years. He
over 20 years of experience in the IT industry, out of which more than 15 years are at Patni. He has received professgnal trai
in ISO 9001 and Six-Sigma processes and is skilled in managing large client relationships. He was previously employed w
Intime Computers. His gross compensation in 2002 was Rs.2.3 million.

Mr. NandKumar S. Pradhan 47, Vice President Sales and Marketing, Asia Pacific, South Africa and the Middle East, has &
Bachelors degree in Electrical Engineering from the College of Engineering, Pune, and a Masters degree in Marketing Managen
from the Jamnalal Bajaj Institute of Management Studies, Mumbai. He has been employed with Patni for around 1 year. Priol
joining Patni, NandKumar was an Executive Director with Onward Novell Software (India) Limited and has held senior manageme
positions in Hinditron Computers, Tata Exports and Crompton Greaves Limited.

Mr. Kiran Patwardhan 50, Vice President-Japan Regional Office, has a Bachelor’s degree in Chemical Engineering from IIT, Mumb:e
and a post graduate diploma in management from 1IM, Calcutta. He has been employed with Patni for over 4 years. Pigor to join
Patni, Kiran held senior management positions in Nelco, Tata Elxsi, Taj Exports, Mahindras and Zenith Computers. Kiran h
extensive experience in international business and sales and marketing. His gross compensation in 2002 was Rs.1.9 million.

Mr. Milind Jadhav, 45, Vice President, Human Resources, is a post graduate in personnel management and industrial relati
from the Tata Institute of Social Sciences, Mumbai. He has been employed with Patni for over 2 years. Prior to joining Pat
Milind worked with Mascot Systems, Zensar Technologies, Emirates Airlines and Elpro International Limited. His experience c
over two decades in Human Resources Management cuts across a wide spectrum of HR activities and IT Operations. His ¢
compensation in 2002 was Rs.1.9 million.

The gross compensation of Mr. NandKumar S. Pradhan is not provided since he joined the Company after the year ended Dece
31, 2002, being the last audited fiscal year of the Company.

Our business relies on the services of key management employees of our subsidiaries also. See below for details of key manag
employees of our subsidiaries.

Key Managerial Employees of our Subsidiaries

Mr. Mrinal R. Sattawala,49, Senior Vice President, has a Bachelor’s degree in Electrical Engineering from IIT, Mumbai and ar
MBA from MacMaster University, Canada. Mrinal is a member of the Dean’s Honors List and holds the DM Hedden Gold Med:
for the outstanding student of his graduating class. His responsibilities include managing the America’s sales region and
ordinating global sales and marketing. Additionally, Mrinal supervises several of Patni’s emerging industry practicexlUdese in
energy and utilities, retail, and hospitality. Mrinal has been with Patni since 1989 and previously worked as a softwpes develo
for the Computer Maintenance Corporation and as an IT consultant with the ICI group of companies in India. His gro:
compensation in 2002 was US$0.3 million (Rs.12.4 million).

Mr. Douglas W. Fallon,40, Head of Enterprise Systems Management business unit, has a BS in Business Administration fro
Plymouth State College. Douglas has over 16 years experience in IT consulting and has previously held senior leadership posit
at Nortel Networks, Cambridge Technology Partners and Siemens. His gross compensation for part of 2002 was US$0.1 mill
(Rs.4.1 million)

Mr. Sumedh Mehta 38, Head of Financial Services business unit, has a BS degree in Electronic Engineering from Southamptc
University; an MS degree in Computer Science from Columbia University; and an MBA from Babson College. Prior to joining
Patni, Sumedh was the President and Chief Executive Officer of The Reference Inc., where he was responsible for the growtl
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the firm and establishing it as a preferred vendors of consulting services to leading financial institutions. Sumedhéebads also
senior management positions in Fidelity Investments and The Mathworks.

Mr. Sukumar G. Namjoshi55, Vice President Sales and Marketing, Europe and UK, has a Bachelor’s degree in Computer Scien
from 11T, Mumbai and post-graduate qualifications in Business, Industrial Management and International Marketing. Sukum:
started his career with Crompton Greaves Limited and last worked for Blue Star Limited His experience spans over three decz
during which he has handled international sales and marketing, business development, and manufacturing assignments, inclu
starting new ventures and building delivery infrastructure. His gross compensation in 2002 was U.K. Pounds 0.1 million (Rs.¢
million).

Mr. Parag S. Patel 36, Head of Mergers and Acquisitions and Alliances, has an MBA from Harvard University, and a BAS in
Electrical Engineering and History from Stanford University. Parag manages Patni’s inorganic growth and aligns the organisati
strategically with industry partners. Prior to joining Patni, Parag worked with Bowstreet Software in a number of exettiging pos
Trilogy Software, where he developed the financial services business, and National Semiconductor, where he was a marke
manager.

Interest of Promoters, Directors and Key Managerial Employees

Except as stated in “Related Party Transactions” on page 65 of this Prospectus and to the extent of shareholding on qur Comy
the Promoters do not have any other interest in our business.

Our promoters have significant rights in our Company under the terms of our Articles of Association. For additional informatior
see page 266 of this Prospectus.

Except to the extent of their compensation to the extent of ESOP, if any, as mentioned on page 24 of this Prospectus and t
shareholding or shareholding of companies they represent, the directors, other than promoter directors, do not have any o
interest in our Company.

The key managerial employees of the Company do not have any interest in the Company other than to the extent of thenremuner
or benefits to which they are entitled to as per their terms of appointment and reimbursement of expenses incurred mgthem du
the ordinary course of business and to the extent of the Equity Shares held by them in the Company, if any, and options gra
to them under the ESOP.

As long as Mr. Narendra K. Patni is the Chief Executive Officer of our Company, he shall, following consultation with GA, have
the right to appoint and remove all the other senior personnel and the senior management team of our Company.

Except as stated otherwise in this Prospectus, we have not entered into any contract, agreements or arrangement durin
preceding two years from the date of this Prospectus in which the directors are interested directly or indirectly and t& payme
have been made to them in respect of these contracts, agreements or arrangements or are proposed to be made to them.

Changes in our Key Managerial Employees of the Company during the last three years
Following are the changes in our key managerial employees during the last three years:

Manager Name Designation Date of Appointment Date of Cessation Reason
Mr. Milind Jadhav Vice President — Human Resources September 3, 2001 — Appointed
Mr. Sanjiv Kapur Head — Business Process OutsourcingDecember 12, 2001 — Appointed
Mr. NandKumar S. Pradhan Vice President — Asia Pacific,

South Africa and the Middle-East February 3, 2003 — Appointed
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The Company, incorporated in 1978, is promoted by Mr. Narendra K. Patni, Mr. Gajendra K. Patni, Mr. Ashok K. Patni and iSolutio

Inc.

)

PROMOTERS

Mr. Narendra K Patni,61, (Voter ID No. NA, Driving License No. 011406198/Massachusetts) Chairman and CEO,
has a Master’s degree in Electrical Engineering from MIT and a Master’s degree in Management from the Sloe
School of Management at MIT. He has a Bachelor’s degree in Electrical Engineering from IIT, Roorkee. He is
founder promoter of the Company and has led the Company since its inception in 1978. As an entrepreneur,
has played an integral role in the development of the Indian IT industry through his various ventures. He wa
instrumental in initiating the offshore outsourcing business model for the software industry. Prior to founding his
first company, Data Conversion Inc. in 1972, he was President and Director of the Forrester Consulting Group al
was previously with the US Trust Company of New York and was a consultant to Arthur D. Little, Inc.

Mr. Gajendra K. Patni,62, (Voter ID No.MT/04/019/040024, Driving License No. 5580/N.Delhi) Executive Director,

is one of the founder promoters of our Company. He is a Chemical Engineer. He has over 34 years of experience
finance, banking, legal and personnel functions. He has contributed significantly in the past to the growth of th
computer rental business of our Company, which led to the formation of PCSDP in 1981, and PCSDG in 1987. The
companies were merged to form PCSIL in 1994. He is a Joint Managing Director of PCSIL. Previously he was th
Managing Director of Industrial Oxygen Company Limited.

Mr. Ashok K. Patni,52, (Voter ID No. NA, Driving License No. NA) Executive Director, is one of the founder
promoters of our Company. He is a Mechanical Engineer from the IIT, Mumbai. He has over 21 years of experien
in computer hardware and systems software. He has contributed significantly in the past to growth of the hardwe
business of our Company, which led to the formation of PCSDP in 1981, and PCSDG in 1987. These compani
were merged to form PCSIL in 1994. He is a Joint Managing Director of PCSIL.

We confirm that the Permanent Account Number, Bank Account Number and Passport Number of the promoters have b
submitted to NSE and BSE at the time of filing this Prospectus with them.

iSolutions Inc.

iSolutions Inc., a corporation incorporated in Massachusetts, USA on October 1, 1999, is an investment company wholly-owr
by Mrs. Poonam Patni, Mr. Narendra K. Patni’s wife, and Mr. Anirudh Patni, Mr. Narendra K. Patni’s son. The share capital
iSolutions Inc. comprises 15,000 shares of US$1.0 each.

Board of Directors

The Board of Directors of iSolutions Inc. comprise Mr. Narendra K. Patni, Mrs. Poonam Patni, Mr. Anirudh Patni, Ms. Ambikz
Patni and Mr. John Ganick.

Financial Performance
The operating results of iSolutions Inc. for 2000, 2001 and 2002 are set forth below:

(US$)

As at and for the As at and for the As at and for the

year ended year ended year ended

December 31, 2000 December 31, 2001 December 31, 2002

Sales and other income 47 52,858 5,798,927
Profit after tax (224,135) (271,197) 4,208,770
Equity capital 15,000 15,000 15,000
Reserve® (224,135) (495,332) 2,563,438
Earnings per share ($) (14.9) (18.1) 280.6
Book value per share ($) (13.9) (32.0) 171.9

(1)

excludes revaluation reserves
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Convenience TranslationPlease refer to “Currency of Presentation” on page C of this Prospectus.

Year ended December 31,
2000 2001 2002
Noon Buying Rate Rs.46.75 Rs.48.27 Rs.48.00

(Rs. thousands, except per share data)

As at and for the year As at and for the year As at and for the year
ended December 31, 2000 ended December 31, 2001 ended December 31, 2002

Sales and other income 2.2 2,551.5 278,348.5
Profit after tax (10,478.3) (13,090.7) 202,021.0
Equity capital 701.3 724.1 720.0
Reserves (10,478.3) (23,909.7) 123,045.0
Earnings per share (Rs.) (698.6) (872.7) 13,468.1
Book value per share (Rs.) (651.8) (1,545.7) 8,251.0

(1) excludes revaluation reserves
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SUBSIDIARIES

The Company currently has four wholly-owned subsidiaries, comprising Patni Computer Systems, Inc., a U.S. corporation, T
Reference Inc., a U.S. corporation, Patni Computer Systems (UK) Limited, a U.K. company, and Patni Computer Systems Gm
a German company. In this section, financial data for iSolutions Inc. and The Reference Inc. has been derived fromitdeir finan
statements prepared in accordance with U.S. GAAP. Financial data for Patni Computer Systems (UK) Limited has been deri
from such entity’s financial statements prepared in accordance with generally acceptable accounting principles in thadibK. Fina
data for Patni Computer Systems GmbH has been derived from such entity’s financial statements prepared in accordance witl
provisions of the third book of the German Commercial Code (HGB) and the Limited Liability Companies Law (GmbHG).

Patni Computer Systems, Inc.

Patni Computer Systems, Inc. (formerly known as Data Conversion, Inc.), was incorporated in the State of Massachusetts, U
on October 12, 1972. It provides consultancy, software development, maintenance and data conversion services to a varief
industries and clients located in North America, primarily in the United States.

The Company acquired a 25% equity interest in Patni Computer Systems, Inc., from Mr. Narendra K. Patni, Mrs. Poonam Pa
Mr. Anirudh Patni and the Narendra K. Patni Qualified Annuity Trust 2000 in November 2000 and the remaining 75% equit
interest in September 2002.

Board of Directors

The Board of Directors of Patni Computer Systems, Inc. comprises Mr. Narendra K. Patni, Mr. Mrinal R. Sattawala and Mr. Jol
Ganick.

Financial Performance

The restated operating results of Patni Computer Systems, Inc. for 2000, 2001, 2002 and the nine months ended Septembe
2003, as per U.S. GAAP, are set forth below:

(US$ in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the
year ended year ended year ended months ended
December 31, 2000 December 31, 2001 December 31, 2002 September 30,2003
Sales and other income 85,722.8 122,689.2 164,123.6 160,409.3
Profit after tax 5,863.1 2,883.8 2,423.0 2,802.0
Equity capital (no par value) 5.0 5.0 5.0 5.0
Reserve® 14,745.3 17,554.0 19,902.0 22,704.1
Earnings per share ($) 1,172.6 576.8 484.6 560.4
Book value per share ($) 2,950.1 3,511.8 3,981.4 4,541.8

(1) includes The Reference Inc., from April 18, 2003; (2) excludes revaluation reserves

These financial statements of Patni Computer Systems, Inc., have been reported in U.S. Dollars and have been translated
Rupees for each period presented solely to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors
cautioned to not rely on such translated amounts. The following table sets forth, for each period indicated, informatiamgconcer

the number of Rupees for which one U.S. Dollar could be exchanged at the noon buying rate in the City of New York on the |
business day of the particular period for cable transfers in Rupees as certified for customs purposes by the FederahReserve

of New York. We have translated the statements of income and balance sheet data for each period at the noon buying rate o
last business day of such period. The translations should not be considered as a representation that such U.S. Dollar amc
have been, could have been or could be converted into Rupees at any particular rate, the rate stated below, or at all.

Year ended December 31,

2000 2001 2002 Nine months ended
September 30, 2003
Noon Buying Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.45.78
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Convenience TranslationPlease refer to “Currency of Presentation” on page C of this Prospectus.

(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the
year ended year ended year ended nine months ended
December 31, 2000 December 31, 2001 December 31, 2002 September 30, 2003

Sales and other income 4,007,538.7 5,922,206.8 7,877,935.1 7,343,536.4
Profit after tax 274,100.4 139,199.4 116,304.8 128,275.7
Equity capital (no par value) 233.8 241.4 240.0 228.9
Reserve® 689,341.2 847,333.1 955,298.4 1,039,391.5
Earnings per share (Rs.) 54,819.1 27,842.1 23,260.8 25,655.1
Book value per share (Rs.) 137,917.2 169,514.6 191,107.2 207,923.6

(1) excludes revaluation reserve
The Reference Inc.

The Reference Inc., was incorporated in the State of Massachusetts, U.S.A, on January 12, 1994, for the purpose of develoj
researching, testing, marketing and distributing computer software. The company is primarily an information technology@irofessi
services firm serving a variety of clients in the financial services industry.

On April 17, 2003, all of the outstanding common and preferred shares of the company were acquired by Patni Computer Syste
Inc. Accordingly, as of April 17, 2003, the company became a wholly-owned subsidiary of Patni Computer Systems, Inc.

Board of Directors
The Board of Directors of The Reference Inc., comprises Mr. Narendra K. Patni and Mr. John Ganick.
Financial Performance

The restated operating results of The Reference Inc., for 2000, 2001, 2002 and the period ended April 17, 2003, as pé%, U.S. G/
are set forth below:
(US$ in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the
year ended year ended year ended period ended
December 31, 2000 December 31, 2001 December 31, 2002 April 17, 2003
Sales and other income 12,246.2 14,671.1 8,677.0 2,077.4
Profit after tax 240.4 80.4 (416.8) (37.9)
Equity capital (par value $0.01 per shébe) 3,205.3 3,580.3 3,864.6 3,697.8
Reserve® 408.7 236.6 (365.8) (403.7)
Earnings per share ($) 0.0 (0.0) (0.1) (0.0)
Book value per share ($) 0.5 0.5 0.4 0.4

(1) Equity capital includes series A preferred stock; (2) excludes revaluation reserve

These financial statements of The Reference Inc., have been reported in U.S. Dollars and have been translated into Rupee
each period presented solely to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautione
not rely on such translated amounts. The following table sets forth, for each period indicated, information concerningthe numl
of Rupees for which one U.S. Dollar could be exchanged at the noon buying rate in the City of New York on the last business
of the particular period for cable transfers in Rupees as certified for customs purposes by the Federal Reserve Bankkof New Y
We have translated the statements of income and balance sheet data for each period at the noon buying rate on the last bu
day of such period. The translations should not be considered as a representation that such U.S. Dollar amounts have
could have been or could be converted into Rupees at any particular rate, the rate stated below, or at all.

Year ended December 31,

2000 2001 2002 Period ended
April 17, 2003
Noon Buying Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.47.34
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Convenience TranslationPlease refer to “Currency of Presentation” on page C of this Prospectus.

(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the
year ended year ended year ended period ended
December 31, 2000 December 31, 2001 December 31, 2002 April 17, 2003
Sales and other income 572,510.3 708,172.4 416,496.0 98,343.1
Profit after tax 11,240.9 3,881.1 (20,007.1) (1,794.2)
Equity capital (par value $0.01 per shdre) 149,845.7 172,819.7 185,501.9 175,053.7
Reserve® 19,108.7 11,422.0 (17,556.8) (19,109.6)
Earnings per share (Rs.) 0.9 (0.5) (3.4) (0.5)
Book value per share (Rs.) 21.0 22.2 19.7 18.5

(1) excludes revaluation reserves
Patni Computer Systems (UK) Limited

Patni Computer Systems (UK) Limited was incorporated as a wholly-owned subsidiary of the Company in UK on October 1, 19¢
The principal activity of the company is providing IT services primarily in UK and other parts of Europe.

Board of Directors

The Board of Directors of Patni Computer Systems (UK) Limited comprises Mr. Phiroze J. Kutar, Mr. Ashok K. Patni, Mr. Rober
B. Pady and Mr. Sukumar G. Namjoshi.

Financial Performance

The restated operating results of Patni Computer Systems (UK) Limited for 2000, 2001, 2002 and the nine months ended Septel
30, 2003, as per UK GAAP, are set forth below:

(£ in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the
year ended year ended year ended nine months ended
December 31, 2000 December 31, 2001 December 31, 2002 September 30, 2003
Sales and other income 6,316.0 8,421.3 7,199.9 5,484.2
Profit after tax 381.0 335.7 183.7 116.2
Equity Capital 50.0 50.0 50.0 50.0
Reserves) 1,010.5 1,346.2 1,529.9 1,646.1
Earnings per share (£) 7.6 6.7 3.7 2.3
Book value per share (£) 21.2 27.9 31.6 33.9

(1) excludes revaluation reserves

These financial statements of Patni Computer Systems (UK) Limited have been reported in Pounds and have been translatec
Rupees for each period presented solely to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors
cautioned to not rely on such translated amounts. We have translated Pound amounts into Rupee amounts at the following r
which were the average transfer rates prescribed by Standard Chartered Bank on the last business day of the particular pe
The translations should not be considered as a representation that such Pound amounts have been, could have been or co
converted into Rupees at any particular rate, the rate stated below, or at all.

Year ended December 31,

2000 2001 2002 Nine months ended
September 30, 2003
Exchange Rate Rs.69.95 Rs.70.20 Rs.77.40 Rs.74.78
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Convenience Translation Please refer to “Currency of Presentation” on page C of this Prospectus.
(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the

year ended year ended year ended nine months ended
December 31, 2000 December 31, 2001 December 31, 2002 September 30, 2003

Sales and other income 441,801.5 591,172.2 557,273.4 410,109.1
Profit after tax 26,650.5 23,565.1 14,220.0 8,690.7
Equity capital 3,497.5 3,510.0 3,870.0 3,739.0
Reserve$V 70,685.7 94,503.5 118,416.1 123,098.4
Earnings per share (Rs.) 531.6 470.3 286.4 172.0
Book value per share (Rs.) 1,482.9 1,958.6 2,445.8 2,535.0

(1) excludes revaluation reserve
Patni Computer Systems GmbH

Patni Computer Systems GmbH was incorporated as a wholly-owned subsidiary of the Company in Germany on September
2000. The company provides consultancy, software development, maintenance and data conversion services to a variet
industries and clients primarily in Germany and other parts of Europe.

Board of Directors

The Board of Directors of Patni Computer Systems GmbH comprises Mr. Phiroze J. Kutar and Mr. Sukumar G. Namjoshi.
Financial Performance

The restated operating results of Patni Computer Systems GmbH for 2000, 2001, 2002 and the nine months ended September
in accordance with the provisions of the third book of the German Commercial Code (HGB) and the Limited Liability Companie
Law (GmbHG), are set forth below:

(Euro in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the

year ended year ended year ended nine months ended
December 31, 2000 December 31, 2001 December 31, 2002 September 30, 2003

Sales and other income - 992.3 2,323.2 1,994.3
Profit after tax (52.6) (123.6) 108.8 (88.7)
Equity contribution 150.0 150.0 150.0 150.0
Reserve® (52.6) (176.2) (67.4) (156.1)
Earnings per shareg] @ (52,581.0) (123,641.0) 108,800.0 (88,700.0)
Book value per shareg)® 97,419.0 (26,222.0) 82,578.0 (6,100.0)

(1) Since investment in Patni Computer Systems GmbH has been made as contribution, earnings per share and book value @& sbare h
calculated assuming the number of shares to be one.

(2) excludes revaluation reserve

These financial statements of Patni Computer Systems GmbH have been translated into Rupees for each period presented :
to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautioned to not rely on such transla
amounts. We have translated the Euro amounts into Rupee amounts at the following rates, which were the average transfer
prescribed by Standard Chartered Bank on the last business day of the particular period. The translations should noebe consic
as a representation that such Euro amounts have been, could have been or could be converted into Rupees at any particula
the rate stated below, or at all.

Year ended December 31,

2000 2001 2002 Nine months ended
September 30, 2003
Exchange Rate Rs.43.95 Rs.42.52 Rs.50.40 Rs.51.88
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(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the As at and for the
year ended year ended year ended nine months ended
December 31, 2000 December 31, 2001 December 31, 2002 September 30, 2003
Sales and other income - 42,194.0 117,088.9 103,464.4
Profit after tax (2,310.9) (5,257.2) 5,483.5 (4,600.7)
Equity contribution 6,592.5 6,378.0 7,560.0 7,782.0
Reserve® (2,310.9) (7,493.0) (3,398.1) (8,098.6)
Earnings per share (R§)) (2,310,935.0) (5,257,215.3) 5,483,520.0 (4,600,718.4)
Book value per share (R§)) 4,281,565.1 (1,114,959.4) 4,161,931.2 (316,571.8)

(1) Since investment in Patni Computer Systems, GmbH has been made as contribution, earnings per share and book valuéger lsbane

calculated assuming number of shares to be one.
(2) excludes revaluation reserve
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GROUP COMPANIES

Mr. Gajendra K. Patni and Mr. Ashok K. Patni have management control of all the group companies described herein. Mr. Naren
K. Patni does not have any management responsibilities in any of these group companies. Transactions, if any, between
Company and any group company are conducted on an arms-length basis. In this section, financial data for each group comy
other than PCS International Limited, has been derived from such company’s financial statements prepared in accordance
Indian GAAP. Financial data for PCS International Limited is derived from its financial statements prepared in accordance wi
U.S. GAAP.

PCS Industries Limited

PCS Industries Limited was incorporated as PCS Data Products Private Limited on April 22, 1981 in Maharashtra, India. It w
converted into a public limited company on July 22, 1987 and the name was changed to PCS Data Products Limited. Subseque
the company obtained a fresh certificate of incorporation upon change of its name to PCS Industries Limited on March 25, 19
On April 1, 1994, PCS Data General India Limited merged with PCS Industries Limited. It is engaged in the manufacturesof compu
hardware products and also offers hardware maintenance services. This company may compete with our Company for the provi
of IT services.

Shareholding

PCS Industries Limited is a public company listed in India. Mr. Sobhagmal M. Patni and Mrs. Kanchanbai S. Patni own 0.9%
shareholding, Mr. Gajendra K. Patni and Mr. Ashok K. Patni along with their families own 34.8%, Mr. Narendra K. Patni and hi
family own 6.0% and private holding companies controlled by Mr. Gajendra K. Patni and Mr. Ashok K. Patni own 27.2% of th
shareholding of the company.

Board of Directors

The Board of Directors of PCS Industries Limited comprises Mr. Gajendra K. Patni, Mr. Ashok K. Patni, Mr. Dadi B. Engineer, M
Satish Ajmera, Mr. Prakash V. Mehta, Mr. Girish M. Dave, Mr. Amit Kumar Patni, Mr. Narendra K. Patni, Mr. Kamal Kumar Barjatya
Mr. Mukund Y. Kulkarni, Mr. Harish C. Tandon and Mr. Biswanath N. Agarwal.

Financial Performance
The operating results of PCS Industries Limited as at and for the years ended March 31, 2001, 2002 and 2003 are set forth be

(Rs. in thousands, except share data)

As at and for the As at and for the As at and for the
year ended year ended year ended
March 31, 2001 March 31, 2002 March 31, 2003
Total income 2,289,699.0 2,068,737.0 2,290,615.7
Profit after tax 9,109.0 (34,683.4) 12,050.9
Equity capital 131,607.0 131,610.0 131,721.4
Reserve® 352,924.3 289,819.3 303,658.6
Earnings per share (Rs.) 0.7 (2.6) 0.9
Book value per share (Rs.) 36.7 31.9 33.3

(1) excludes revaluation reserve

The rights issue of PCS Industries Limited, which opened on May 26, 2003, was an issue of 78,59,279 shares of Rs.10 eackt
cash at a premium of Rs.15 per share, aggregating Rs.196.5 million. The shares were allotted in the ratio of three sduity share
every five equity shares held. The date of allotment of shares in the rights issue was July 19, 2003 and the refund orders v
despatched on July 21, 2003. As at October 31, 2003, the closing price of the shares on the BSE was Rs.22.7.
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PCS Industries Limited is listed on the BSE and the Pune Stock Exchange. The highest and the lowest market price of share

the company on the BSE during the preceding six months are as under:

Month Highest (Rs.)
October 2003 26.0
September 2003 25.6
August 2003 25.7
July 2003 29.6
June 2003 28.4
May 2003 23.5

Lowest (Rs.)

22.7
20.8
24.3
23.7
22.8

18.0

Investor Grievance Status

Investor grievances pertaining to the rights issue was handled by the Registrars to the Issue, Bigshare Services Pdvate Lim
Fortnightly status report of the complaints received and redressed by them are forwarded to PCS Industries Limited. RSS Indus
Limited has appointed Mr. J. T. Shah as the Compliance Officer and is required by applicable regulation to address all inves
grievances within a maximum period of two weeks. The Investor Grievances Redressal report for the period April 1, 200B¢0 Septe

25, 2003 is detailed below:

Category Received
Transfer Shares 5
Transmission of petition 6
Total 11
Duplication Procedure 20
Dematerialisation 12
Consolidation 3
Dividend 13
Annual Report 1
Any other 23
Interest Warrant 3
Issue of Duplicates 11
Total 86

Replied
5
6
11
20
12
3
13
1
23
3
11

86

Pending

0
0
0
0
0
0
0
0
0
0
0

0

PCS International Limited

PCS International Limited was incorporated on September 3, 1999 in Mauritius. The company manufactures computer hardw
including personal computers, notebooks and network systems at Jebel Ali Free Trade Zone, UAE.

Shareholding

PCS Industries Limited holds a 100% equity interest in PCS International Limited.

Board of Directors

The Board of Directors of PCS International Limited comprises Mr. Gajendra K. Patni, Mr. Ashok K. Patni, Mr. Amit Patni, Mr.

Louis Emmanuel Ng Cheong Tin and Mr. Yuvraj Kumar Juwaheer.
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Financial Performance

The operating results of PCS International Limited as at and for the years ended March 31, 2001, 2002 and 2003 are set f
below:

($ in thousands, except per share data)

As at and for the As at and for the As at and for the

year ended year ended year ended

March 31, 2001 March 31, 2002 March 31, 2003

Total income 3,016.8 3,221.7 4,121.4
Profit after tax (139.9) (75.9) (37.3)
Equity capital 735.0 735.0 735.0
Reserve® (300.4) (376.3) (413.6)
Earning per share ($) (1.9) (1.0) (0.5)

Book value per share ($) 5.9 4.9 4.4

(1) excludes revaluation reserve

These financial statements of PCS International Limited have been translated into Rupees for each period presented sole!
comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautioned to not rely on such transla
amounts. The following table sets forth, for each period indicated, information concerning the number of Rupees for which o
U.S. Dollar could be exchanged at the noon buying rate in the City of New York on the last business day of the partidular per
for cable transfers in Rupees as certified for customs purposes by the Federal Reserve Bank of New York. We have translate
statements of income and balance sheet data for each period at the noon buying rate on the last business day of such p
The translations should not be considered as a representation that such U.S. Dollar amounts have been, could have be
could be converted into Rupees at any particular rate, the rate stated below, or at all.

Year ended March, 31,

2001 2002 2003
Noon Buying Rate Rs.46.85 Rs.48.83 Rs.47.53

(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the

year ended year ended year ended

March 31, 2001 March 31, 2002 March 31, 2003

Total income 141,335.3 157,315.5 195,889.0
Profit after tax (6,552.6) (3,704.6) (1,773.6)
Equity capital 34,434.8 35,890.1 34,934.6
Reserve® (14,074.7) (18,374.2) (19,658.6)

Earning per share (Rs.) (89.2) (50.4) (24.1)

Book value per share (Rs.) 277.0 238.3 207.8

(1) excludes revaluation reserve
PCS Cullinet Private Limited

PCS Cullinet Private Limited was incorporated on March 28, 1988 in India. The company’s principal activity is the ownership ar
management of listed and unlisted shares and units and real estate

Shareholding

The entire issued share capital of PCS Cullinet Private Limited is owned by Mr. Sobhagmal M. Patni, Mr. Gajendra K. Patni, M
Ashok K. Patni and their families, and the family of Mr. Narendra K. Patni.
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Board of Directors

The Board of Directors of PCS Cullinet Private Limited comprises Mr. Gajendra K. Patni, Mr. Ashok K. Patni, Mr. Chandmal J
Bandi and Mr. Sushil Kumar Pahariya.

Financial Performance

The operating results of PCS Cullinet Private Limited as at and for the years ended March 31, 2001, 2002 and 2003 are set f
below:

(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the

year ended year ended year ended

March 31, 2001 March 31, 2002 March 31, 2003

Total income 3,608.1 4,383.9 6,010.6
Profit after tax 1,813.8 2,569.2 3,165.9
Equity capital 2,800.0 2,800.0 2,800.0
Reserves® 44,993.7 45,711.6 48,877.5
Earning per share of Rs. 100 each 64.8 91.8 113.1
Book value per share 1,706.9 1,732.6 1,845.6

(1) excludes revaluation reserve
PCS Finance Private Limited

PCS Finance Private Limited was incorporated on August 10, 1994 as a public limited company in India. It was subsequer
converted into a private limited company on February 11, 2003. Its principal activity is the ownership and management of list
and unlisted shares and units, and real estate.

Shareholding

The entire issued share capital of PCS Finance Private Limited is owned by Mr. Sobhagmal M. Patni, Mr. Gajendra K. Patni, |
Ashok K. Patni and their families and the family of Mr. Narendra K. Patni.

Board of Directors
The Board of Directors of PCS Finance Private Limited comprises Mr. Ashok K. Patni, Mr. Mir Prakash Jain and Mr. Amit Patn
Financial Performance

The operating results of PCS Finance Private Limited as at and for the years ended March 31, 2001, 2002 and 2003, are set
below:

(Rs. in thousands, except per share data)

As at and for the As at and for the As at and for the

year ended year ended year ended

March 31, 2001 March 31, 2002 March 31, 2003

Total income 3,561.1 4,343.0 5,980.6
Profit after tax 2,246.3 2,979.6 3,631.5
Equity capital 2,107.0 2,107.0 2,107.0
Reserve® 36,554.7 37,676.8 41,308.3
Earning per share of Rs. 10 each (Rs.) 10.7 14.1 17.2
Book value per share (Rs.) 183.5 188.8 206.1

(1) excludes revaluation reserve
Ashoka Computer Systems Private Limited

Ashoka Computer Systems Private Limited was incorporated on October 14, 1982 in India. Its principal activity is the ownersh
and management of listed and unlisted shares and units and real estate.
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Shareholding

The entire issued share capital of Ashoka Computer Systems Private Limited is owned by Mr. Sobhagmal M. Patni, Mr. Gajen
K. Patni, Mr. Ashok K. Patni their families and the family of Mr. Narendra K. Patni.

Board of Directors
The Board of Directors of Ashoka Computer Systems Private Limited comprises Mr. Amit Patni and Mr. Ashok K. Patni.
Financial Performance

The operating results of Ashoka Computer Systems Private Limited as at and for the years ended March 31, 2001, 2002 and ?Z
are set forth below:

(Rs. in thousands, except share data)

As at and for the As at and for the As at and for the

year ended year ended year ended

March 31, 2001 March 31, 2002 March 31, 2003

Total income 3,5673.7 4,382.5 6,138.9
Profit after tax 2,271.1 3,034.5 3,803.5
Equity capital 2,220.0 2,220.0 2,220.0
Reserved® 36,649.8 37,725.9 41,529.4
Earning per share (Rs.) 102.3 136.7 171.3
Book value per share (Rs.) 1,750.9 1,799.4 1,970.7

(1) excludes revaluation reserve

Ravi and Ashok Enterprises

Ravi and Ashok Enterprises is a partnership firm registered on September 2, 1987 in India. Its principal activity is inmestment
real estate.

The entire partnership of Ravi and Ashok Enterprises is owned by Mr. Sobhagmal M. Patni, Mr. Gajendra K. Patni and Mr. Ashi
K. Patni.

Partners
The partners of Ravi and Ashok Enterprises are Mr. Sobhagmal M. Patni, Mr. Gajendra K. Patni and Mr. Ashok K. Patni.
Financial Performance

The operating results of Ravi and Ashok Enterprises as at and for the years ended March 31, 2001, 2002 and 2003, are set
below:

(Rs. in thousands, except share data)

As at and for the As at and for the As at and for the

year ended year ended year ended

March 31, 2001 March 31, 2002 March 31, 2003

Total income 484.01 225.0 225.0
Profit after tax 350.4 133.4 135.0
Equity capital (Partner’s Capital) 1,798.9 1,870.1 1,965.1
Earning per share (Rs.) NA NA NA
Book value per share (Rs.) NA NA NA

Disassociated Companies
There are no companies from which the promoters have disassociated themselves over the last five years.
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Our Company has various transactions with related parties, including the following parties:

RELATED PARTY TRANSACTIONS

our group companies, including PCS Industries Limited, PCS Cullinet Private Limited, PCS Finance Private Limited, PC
International Limited and Ashoka Computer Systems Private Limited;

our shareholders; and
our promoters, directors and employees, including their relatives.

These transactions have comprised the following:

sale of hardware to group companies;

providing corporate guarantee to a group company;

entering into operating leases for residential property from group companies and the relatives of our promoters;
placing deposits with group companies;

lending monies to shareholders, secured by promissory notes;

granting personal loans to employees;

payments to the GE Group for data link connections;

entry into a shareholders agreement, which will terminate upon the listing of the Equity Shares on the BSE or the NSE, w
our promoters, GA, GE Capital and GE Tech, pursuant to which certain significant rights have been granted to each st
shareholder;

entry into a consultancy agreement with Patni Computer Systems, Inc., our U.S. subsidiatgrfalia, the secondment
of Mr. Narendra K. Patni; and

entry into other agreements, such as a registration rights agreement and a deposit agreement, which grants rights to ce
of our shareholders.

For more detailed information on our related party transactions, see note 21 to our unaudited consolidated financial statem
under U.S. GAAP for the nine months ended September 30, 2002 and 2003, and note 20 to our audited consolidated finar
statements under U.S. GAAP for the years ended December 31, 2000, 2001 and 2002. In addition, note 21 to our audited consoli
financial statements under Indian GAAP also contains information relating to our transactions with related parties. For mc
detailed information relating to our shareholders agreement, consultancy agreement, registration rights agreement and de
agreement, see pages 42, 261, 44 and 45, respectively, of this Prospectus.
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SECTION IV: SELECTED FINANCIAL INFORMATION AND MANAGEMENT'’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

SELECTED FINANCIAL DATA (AS PER UNCONSOLIDATED FINANCIAL STATEMENTS UNDER INDIAN GAAP)

The following selected unconsolidated financial data has been extracted from our audited unconsolidated financial stateme
repared in accordance with Indian GAAP, the Companies Act and SEBI Guidelines, and restated as described in the Audit
eport of Bharat S. Raut & Co. dated November 6, 2003, in the section “Unconsolidated Financial Statements under Indi

GAAP (including Subsidiaries)”. You should read this selected unconsolidated data in conjunction with our audited uncahsolidate

financial statements for the year ended March 31, 1998, nine months ended December 31, 1998, years ended December 31, :

2000, 2001 and 2002, and for the nine months ended September 30, 2003, including the siPnificant accounting policies and n

thereto and the reports thereon and the “Management’s Discussion and Analysis of Financial Condition and Results of Operatio
as per Unconsolidated Financial Statements under Indian GAAP)” included in this Prospectus. During the year 1998, th
ompany changed its fiscal year end from March 31 to December 31, the first such period bem? the nine months ended Decen

31, 1998. Unconsolidated financial statementsclarepared in accordance with Indian GAAP differ in certain significant respec

from consolidated financial statements prepared under Indian GAAP and financial statements prepared under U.S. GAAP.

Summary of Profits and Losses, as Restated

(Rs. in thousands)

Year Nine months Year Year Year Year Nine months
ended ended ended ended ended ended ended
March 31, December 31, December 31, December 31, December 31, December 31, September 30,
1998 1998 1999 2000 2001 2002 2003
Income
Sales and service income 824,963 918,462 1,414,004 1,977,608 3,289,609 4,482,148 3,856,562
Other income 14,358 30,840 41,043 196,916 50,786 46,748 121,676
Total income 839,321 949,302 1,455,047 2,174,524 3,340,395 4,528,896 3,978,238
Expenditure
Staff costs 370,254 449,457 760,370 855,131 1,337,818 1,666,975 1,665,992
Depreciation 55,095 49,516 85,050 126,084 231,449 297,338 287,244
Selling, general and 129,603 125,902 198,670 311,854 512,692 635,554 652,070
administration expenses
Interest 11,653 15,241 26,676 49,625 51,476 19,254 955
Total expenditure 566,605 640,116 1,070,766 1,342,694 2,133,435 2,619,121 2,606,261
Net profit before tax and 272,716 309,186 384,281 831,830 1,206,960 1,909,775 1,371,977
adjustments
Provision for taxation 456 - 4,815 65,317 63,710 268,301 208,856
Net profit before adjustments 272,260 309,186 379,466 766,513 1,143,250 1,641,474 1,163,121
Adjustments
Impact of changes in
accounting policies
(Increase) /decrease in 28,618 17,879 28,300 (96,900) - - -
depreciation
Increase /(decrease) in revenue (29,484) 22,203 5,660 (25,915) - - -
(Increase) /decrease in 25 (1,138) (4,876) (454) 2,037 4,579
amortisation of preliminary
expenses
(Increase) /decrease in (624) (34) (2,122) 3,284 - - -
consumables
Deferred tax credit/(expense) 4,282 (5,377) 11,041 (9,694) (25,974) (7,916) -
Change in treatment of - - (4,603) 4,603 - - -
deferred revenue expenditure
Other adjustments
(Increase) /decrease in property - - 983 (4,516) (6,424) 9,957 -
tax expense
(Increase) /decrease in pension (1,402) (1,078) (1,462) 24,984 - - -
expense
(Increase)/ decrease in provision - - - (1,593) (6,532) (20,179) 28,304
for U.S. branch office taxes
Total impact of adjustments 1,415 32,455 32,921 (106,201) (36,893) (13,559) 28,304
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Year Nine months Year Year Year Year Nine months
ended ended ended ended ended ended ended
March 31, December 31, December 31, December 31, December 31, December 3Xeptember30,
1998 1998 1999 2000 2001 2002 2003
Tax impact of adjustments 734 (13,216) (6,672) 29,489 - - -
Total of adjustments after 2,149 19,239 26,249 (76,712) (36,893) (13,559) 28,304
tax impact
Net profit, as restated 274,409 328,425 405,715 689,801 1,106,357 1,627,915 1,191,425
Profit and Loss account, 349,360 579,062 824,087 632,912 1,174,885 2,090,059 3,500,942
beginning of the period
Profits available for 623,769 907,487 1,229,802 1,322,713 2,281,242 3,717,974 4,692,367
appropriation, as restated
Accounting Ratios
Year Nine months Year Year Year Year Nine months
ended ended ended ended ended ended ended
March 31, December 31, December 31, December 31, December 31, December $gptember 30,
1998 1998 1999 2000 2001 2002 2003
Earnings per sha%(Rs.)
Pre Split 15.2 18.3 20.8 36.0 57.1 81.7 53.5
Post Split 3.1 3.7 4.2 7.2 11.4 16.4 10.7
Weighted average number of
equity sharesutstanding
Pre Split 18,000,000 18,000,000 18,000,000 18,138,787 18,747,000 19,811,834 22,284,170
Post Split 90,000,000 90,000,000 90,000,000 90,693,934 93,735,000 99,059,168 111,420,849

(1) On June 26, 2001, the Company’s board of directors approved a sub division of equity shares of Rs.10 each into 5 eguifyRshareach.
Accordingly, earnings per share and weighted average number of shares outstanding are presented on a pre-split and ps#&-split b

Summary of Assets and Liabilities, as Restated

(Rs. in thousands)

As at As at As at As at As at As at As at
March 31, December 31, December 31, December 31, December 31, December 31, September 30,
1998 1998 1999 2000 2001 2002 2003
Fixed assets
Gross block 495,746 590,807 596,880 1,118,835 1,828,513 2,414,707 2,791,190
Less: Accumulated depreciation 137,511 172,951 201,135 422,185 539,883 822,777 1,086,766
Net block 358,235 417,856 395,745 696,650 1,288,630 1,591,930 1,704,424
Less: Revaluation reserve 95,017 91,095 9,635 9,855 9,774 9,693 9,632
Net block after adjustment 263,218 326,761 386,110 686,795 1,278,856 1,582,237 1,694,792
for revaluation reserve
Capital work-in-progress 29,028 59,611 183,885 156,487 30,844 28,900 79,005
Total 292,246 386,372 569,995 843,282 1,309,700 1,611,137 1,773,797
Investments 105,730 225,730 441,954 661,362 519,544 3,645,102 4,344,204
Deferred tax asset 9,296 - - 14,867 5,711 6,570 13,430
Current assets, loans and
advances
Sundry debtors 459,566 504,369 653,352 1,033,090 1,809,607 2,371,469 2,650,706
Cash and bank balances 118,699 103,319 56,912 94,395 169,487 138,876 384,783
Loans and advances 47,581 153,521 80,945 94,136 151,073 115,050 161,792
Costs and estimated earnings 25,095 33,923 33,492 99,356 205,946 55,101 118,977
in excess of billings
Total 650,941 795,132 824,701 1,320,977 2,336,113 2,680,496 3,316,258
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Liabilities and provisions

Secured loans

Current liabilities

Provisions

Deferred tax liability

Total
Net worth

Share capital

Reserves and surplus
- Export reserve
- Debenture redemption

reserve

- General reserve

- Profit and loss account,
as restated

- Share premium

- Capital redemption reserve

Net Worth

Patni Computer Systems Limited

As at As at As at As at As at As at As at
March 31, December 31, December 31, December 31, December 31, December 31, September 30,
1998 1998 1999 2000 2001 2002 2003
186,188 219,291 286,126 321,773 402,703 19,697 22,400
94,760 83,822 82,295 157,479 336,392 591,999 962,327
46,959 85,743 166,274 146,760 171,180 393,096 327,315
- 9,297 4,928 - 16,818 25,593 31,302
327,907 398,153 539,623 626,012 927,093 1,030,385 1,343,344
730,306 1,009,081 1,297,027 2,214,476 3,243,975 6,912,920 8,104,345
30,000 30,000 280,000 281,245 374,980 148,561 222,842
195 195 - - - - -

- 1,250 16,250 40,000 20,000 - -
121,049 153,549 367,865 444,516 578,841 509,687 490,664
579,062 824,087 632,912 1,174,885 2,090,059 3,500,942 4,711,390

- - - 273,830 180,095 2,500,429 2,426,148

- - - - - 253,301 253,301
730,306 1,009,081 1,297,027 2,214,476 3,243,975 6,912,920 8,104,345
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MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (AS PER
UNCONSOLIDATED INDIAN GAAP)

We are one of the leading Indian providers of integrated IT services. Our service offerings span the entire softwaliéesyolees |
including application development and integration, application maintenance, enterprise application systems, e-Busingsssand ente
systems management, and recently, research and development services and business process outsourcing. We believe th
ability to manage large client relationships, deliver complex outsourcing services through innovative delivery modelsaind maint
high quality standards are some of our important differentiators.

The discussion presented below is based upon, and should be read in conjunction with, our audited unconsolidated finan
statements prepared in accordance with Indian GAAP, the Companies Act and SEBI Guidelines, as restated, for the years e
December 31, 2000, 2001, 2002 and the nine months ended September 30, 2003. Percentage amounts presented below hav
calculated on the basis of Rupee amounts. Our net profit has been restated to reflect adjustments as described in tarthexure Il
auditors report prepared by Bharat S. Raut & Co., as included in page 159 of this Prospectus.

Our sales and service income has grown at a compound annual growth rate of 50.5%, from Rs.1,977.6 million in 2000 to Rs.4,4¢
million in 2002. We had sales and service income of Rs.3,856.6 million in the nine months ended September 30, 2003.

Results of Operations for the Nine Months Ended September 30, 2003

Our sales and service income was Rs.3,856.6 million in the nine months ended September 30, 2003 representing 96.9%ef total inc
Other income was Rs.121.7 million representing 3.1% of total income. Total expenditure was Rs.2,606.3 million and refi#sents 65
of our total income. Staff costs, selling, general and administrative expenses and depreciation comprise a major potti@h of our
expenses and accounted for 41.9%, 16.4% and 7.2%, respectively, of our total income. Net profit before tax and adjustments
Rs.1,372.0 million representing 34.5% of our total income. Provision for taxation was Rs.208.9 million representing 5.@%albf our
income. Net profit before adjustments was Rs.1,163.1 million. Net profit after adjustments was Rs.1,191.4 million re@&98ating

of our total income.

Comparison of Results of Operations for the Years Ended December 31, 2002 and December 31, 2001
Income

Our sales and service income was Rs.4,482.1 million in 2002 representing an increase of 36.3% over sales and service incor
Rs.3,289.6 million in 2001. Other income reduced marginally to Rs.46.8 million in 2002 compared to Rs.50.8 million in 2001.

Expenditure

Total expenditure was Rs.2,619.1 million in 2002 compared to Rs.2,133.4 million in 2001, representing an increase 0022.8%&in 2
2001. Staff costs were Rs.1,667.0 million in 2002 compared to Rs. 1,337.8 million in 2001, representing an increase 202.6%6in

2001. staff costs accounted for 36.8% and 40.0% of total income in 2002 and 2001, respectively. Selling, general andia@ministre
expenses were Rs.635.6 million in 2002 compared to Rs.512.7 million in 2001 representing an increase of 24.0% in 2002 over 2
Selling, general and administrative expenses accounted for 14.0% and 15.3% of total income in 2002 and 2001, respestigé&bnDepr
was Rs.297.3 million in 2002 compared to Rs.231.4 million in 2001 representing an increase of 28.5% in 2002 over 20Qioreprecia
accounted for 6.6% and 6.9% of total income in 2002 and 2001, respectively. Interest expense was Rs.19.3 million in 2802ds com
to Rs.51.5 million in 2001 representing a decrease of 62.6% in 2002 over 2001.

Income Tax

Provision for taxation was Rs.268.3 million in 2002 compared to Rs.63.7 million in 2001 representing an increase of R&a@t.6 mi
321.1% in 2002 over 2001. The effective tax rate was 14.0% in 2002 compared to 5.3% in 2001. The increase in provision for taxa
was on account of decrease in the tax benefit available under Section 10A of the Indian Income Tax Act from 100% to 9@%& for the
ended March 31, 2003.

Net Profit

Net profit before tax and adjustments was Rs.1,909.8 million in 2002 compared to Rs.1,207.0 million in 2001 representiagean inc
of 58.2% in 2002 over 2001. Net profit before adjustments was Rs.1,641.5 million, representing 36.2% of total incomenpa? co

to Rs.1,143.3 million, representing 34.2% of total income in 2001, representing an increase of 43.6% in 2002 over 20@hs€Ehe inc
in net profit before adjustments was primarily due to higher realised prices, better utilisation and reduction in intesest. expe
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These increases were partially offset by increase in taxes. Net profit after adjustments was Rs.1,627.9 million, refy&8émting 3
total income in 2002 as compared to Rs.1,106.4 million, representing 33.1% of total income in 2001. Adjustments tore&terofits
to changes in accounting policies, deferred tax credits (and expenses) and certain other adjustments.

Comparison of Results of Operations for the Years Ended December 31, 2001 and December 31, 2000
Income

Our sales and service income was Rs.3,289.6 million in 2001 representing an increase of 66.3% over sales and service income
Rs.1,977.6 million in 2000. Other income was Rs.50.8 million in 2001 compared to Rs.196.9 million in 2000. Other incormeain 2000
higher, in part due to higher investment income. The increase in sales and service income in 2001 was primarily on account o
increase in volumes.

Expenditures

Total expenditure was Rs.2,133.4 million in 2001 compared to Rs.1,342.7 million in 2000, representing an increase 00B&.8%&in 2
2000. Staff costs were Rs.1,337.8 million in 2001 compared to Rs.855.1 million in 2000, representing an increase of B&.d4%&in 20
2000. Staff costs accounted for 40.0% and 39.3% of total income in 2001 and 2000, respectively. Selling, general andia@ministrz
expenses were Rs.512.7 million in 2002 compared to Rs.311.9 million in 2001 representing an increase of 64.4% in 20Q1 over 2
Selling, general and administrative expenses accounted for 15.3% and 14.3% of total income in 2001 and 2000, respeatiagtyn Depr
was Rs.231.4 million in 2001 compared to Rs.126.1 million in 2000. Depreciation accounted for 6.9% and 5.8% of totald66dme in
and 2000, respectively. Interest expense was Rs.51.5 million in 2001 compared to Rs.49.6 million in 2000 representisg af increa
3.7% in 2001 over 2000.

Income Tax

Provision for taxation was Rs.63.7 million in 2001 compared to Rs.65.3 million in 2000 representing a decrease of 2.8%iivEhe eff
tax rate was 5.3% in 2001 and 7.9% in 2000.

Net Profit

Net profit before tax and adjustments was Rs.1,207.0 million in 2001 compared to Rs.831.8 million in 2000 representizgeanf incre
45.1% in 2001 over 2000.

Net profit before adjustments was Rs.1,143.3 million, representing 34.2% of total income, in 2001 compared to Rs.766.5 millic
representing 35.2% of total income, in 2000, representing an increase of 49.1% in 2001 over 2000. The decrease in rghprofit me
before adjustment was primarily due to reduction in utilisation and other income and increase in selling, general andtaaministr
expenses. Net profit after adjustments was Rs.1,106.4 million, representing 33.1% of total income in 2001 as compare8 to Rs.6
million, representing 31.7% of total income, in 2000, and the adjustments related to changes in accounting policiesaxleferred
credits (and expenses) and certain other adjustments.

Unusual or infrequent events or transactions

With effect from January 1, 1999 certain non-core assets and investments were hived off under a scheme of reconstruetion appr
by the High Court, Mumbai. Apart from the above mentioned scheme of reconstruction, there have been no events to our knowle
other than as described elsewhere in this Prospectus, which may be “unusual” or “infrequent”.

Significant economic / regulatory changes
Income Tax
Our net profit derived from providing services outside India is subject to tax in the country where we perform the work.

Currently, we benefit from a tax holiday given by the Government of India for the export of information technology semices fro
specially designated software technology parks and special economic zones in India. As a result of our tax incentivasoonsir oper
in India have been subject to insignificant tax liabilities. These tax incentives currently include a 10-year holidaydagm ¢me

of Indian corporate income tax for the operations of most of our Indian facilities, and a partial taxable income dedputiis for
derived from exported IT services. We can use either of these two tax incentives. As a result of these two tax exemption:
substantial portion of our pre-tax income has not been subject to significant tax in recent years. These benefits willsexpée f

of our units starting on April 1, 2005. For details, please refer to “Statement of Tax Benefits” page 106, of the Prospectus.
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The Finance Act, 2000, phases out the ten-year tax holiday over a ten year period from 2000 through 2009. Accordieglgetaciliti
up in India on or before March 31, 2000 have a ten-year tax holiday, new facilities set up on or before March 31, 200&{y@a a n
tax holiday and so forth until March 31, 2009. After March 31, 2009, the tax holiday will no longer be available to nes.failit
current tax holidays expire in stages by 2009. For companies opting for the partial taxable income deduction for prafitoderive
exported IT services, the Finance Act, 2000, phases out the deduction over five years beginning April 1, 2000.

Currently we benefit from the above tax holidays and taxable income deductions. When our tax holiday and taxable incame deduc
expire or terminate, our tax expense will materially increase, reducing our profitability.

Other than as stated above, there are no significant economic changes that materially affect or are likely to affect ftmrincome
continuing operations.

Known trends or uncertainties

Other than as described in the sections entitled “Risk Factors” and “Selected Financial Information and Management’s Discuss
and Analysis of Financial Condition and Results of Operations” and elsewhere in this Prospectus, to our knowledge there are
known trends or uncertainties that have or had or are expected to have a material adverse impact on revenues or income c
Company from continuing operations.

Future relationship between costs and income

Other than as described in the sections entitled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condit
and Results of Operations (As per U.S. GAAP)” and elsewhere in this Prospectus, to our knowledge there are no known fac
which will have a material adverse impact on the operation and finances of the Company and its subsidiaries, taken as a whole

Total turnover of each major industry segment in which the Company operates

We do not report industry segments under unconsolidated financial statements prepared in accordance with Indian GAAP. Howe
as described elsewhere in this Prospectus, segmented information for industry segments are reported in our consolidhted fina
statements prepared in accordance with U.S. GAAP and Indian GAAP.

New product or business segment

Other than as described in section entitled “About Us” and elsewhere in this Prospectus, to our knowledge, there are no 1
products or business segments.

Seasonality of business

The business of the Company is not seasonal. However there could be significant variation in our quarterly revenues and pre
because of various factors, including those described in the section “Risk Factors” in this Prospectus.

Dependence on single or few suppliers/customers

As described in the sections entitled “Risk Factors”, “Management’s Discussion and Analysis of Financial Condition and Resu
of Operations (As per U.S. GAAP)” and “About Us - Business”, on pages i, 78 and 29, respectively, of this Prospectusyesir reven
are substantially dependent on a small number of clients including the GE Group and State Farm Insurance.

Competitive conditions

The Company expects competition to intensify from other Indian as well as foreign IT companies. For further details gplease ref
the discussions of our competition in the sections entitled “Risk Factors” and “About Us - Business” on pages iii and 37 in th
Prospectus.

Significant developments after September 30, 2003 that may affect our future results of operations

Except as stated elsewhere in this Prospectus, to our knowledge no circumstances have arisen since the date of tta last fin:
statements as disclosed in this Prospectus which materially and adversely affects or is likely to affect, the tradiagittypobfit

the Company and its subsidiaries (taken as a whole), or the value of their consolidated assets or their ability to peyigheir ma
liabilities within the next twelve months.

Except as stated elsewhere in this Prospectus, there is no subsequent development after the date of the Auditor’'s Report whic
believe is expected to have a material impact on the reserves, profits, earnings per share and book value of the Comsipany at
subsidiaries (taken as a whole).
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SELECTED CONSOLIDATED FINANCIAL DATA (AS PER U.S. GAAP)

You should read the following selected consolidated financial data in conjunction with our audited (and for the nine raatgths per
unaudited) consolidated financial statements prepared under U.S. GAAP and the related notes and “Management’s Discuss
and Analysis of Financial Condition and Results of Operations (as per U.S. GAAP)” included elsewhere in this Prospectus.

The selected consolidated financial data as at, and for the years ended December 31, 2000, 2001 and 2002 are deriuelitéedm our a
consolidated financial statements under U.S. GAAP included elsewhere in this Prospectus. The selected consolidateddinancial
as at, and for the nine months ended September 30, 2002 and 2003, are derived from our unaudited consolidated finamtsial state
under U.S. GAAP included elsewhere in this Prospectus. Our unaudited consolidated financial statements from which such data
been derived have been prepared on the same basis as our audited consolidated financial statements and reflect all adjust
(consisting only of normal recurring adjustments) that we consider necessary for a fair statement of the financial data for st
period.

The financial statements as at, and for the years ended December 31, 2000 and 2001 reflect the results of operatiora and fine
condition of Patni Computer Systems Limited and its subsidiaries, and Patni Computer Systems, Inc. on a combined bagis since
were entities under common control of the Patni family. The financial statements as at, and for the nine months ended3Beptembe
2002, and as at, and for the year ended December 31, 2002, and as at, and for the nine months ended September 30th2003, ref
results of operations and financial condition of our Company on a consolidated basis, as a result of our 100% acquisition of P:
Computer Systems, Inc. See note 1.1.3 of the notes to our unaudited and audited consolidated financial statements uiBer U.S. (
on pages 219 and 242, respectively, of this Prospectus.

These consolidated financial statements have been reported in U.S. Dollars and have been translated into Rupees for each g
presented solely to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautioned tosuattrely on
translated amounts. The following table sets forth, for each period indicated, information concerning the number of Rupees
which one U.S. Dollar could be exchanged at the noon buying rate in the City of New York on the last business day aflére partic
period for cable transfers in Rupees as certified for customs purposes by the Federal Reserve Bank of New York. Weteave trans
the financial data presented below for each period at the noon buying rate in the City of New York on the last businesshday of
period. The translations should not be considered as a representation that such U.S. Dollar amounts have been, coubd have be
could be converted into Rupees at any particular rate, the rate stated below, or at all.

Year ended December 31, Nine months ended September 30,
2000 2001 2002 2002 2003
Noon Buying Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78

Any percentage amounts, as set forth in “Management’s Discussion and Analysis of Financial Condition and Results of Operatif
(as per U.S. GAAP)” and elsewhere in this Prospectus, unless otherwise indicated, have been calculated on the basis of the
Dollar amounts derived from our consolidated financial statements prepared in accordance with U.S. GAAP, and not orf the basi
any translated Rupee amount presented solely pursuant to SEBI requirements. Calculation of percentage amounts on the ba
Rupee amounts may lead to results that are different, in a material way, from those calculated as per U.S. Dollar amounts.

Statement of Income
(US$ in thousands, except per share data)

Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended ended
2000 2001 2002 September 30, 2002 September 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
Revenues 101,211.5 142,563.0 188,273.8 135,688.6 180,510.4
Cost of revenues 59,073.0 82,115.2 101,372.2 73,242.8 108,197.2
Gross profit 42,138.5 60,447.8 86,901.6 62,445.8 72,313.2
Selling, general and administrative 17,070.3 28,585.0 41,462.9 29,110.3 40,195.7
expenses
Provision for doubtful debts and 1,143.8 1,071.2 1,747.9 1,378.5 415.2
advances
Foreign exchange gain (loss), net (1,102.5) (616.2) (317.5) (569.7) (234.0)
Operating income 25,026.9 31,407.8 44,008.3 32,526.7 31,936.3
Other income/(expense)
Interest and dividend income 1,179.3 1,221.2 705.6 592.5 992.9
Interest expense (1,857.9) (1,793.0) (5679.3) (556.9) (20.7)
Gain/(loss) on sale of investments, net 2,463.8 (91.6) 390.9 56.2 1,114.8
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Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended ended
2000 2001 2002 September 30, 2002 September 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
Other income (expense), net 58.2 (12.8) 75.3 78.8 41.2
Income before income taxes 26,870.3 30,731.6 44,600.8 32,697.3 34,064.5
Income taxes 4,706.8 4,414.9 8,588.9 5,366.4 5,672.3
Net Income - 22,163.5 26,316.7 36,011.9 27,330.9 28,392.2
Basic and diluted earnings per sHafg $0.24 $0.25 $0.27 $0.18 $0.25
Weighted average number of common and90,693,934 93,735,000 99,059,168 95,581,325 111,420,849

redeemable shares used in computing
earnings per share

(1) In the event an initial public offering of our equity shares does not occur within 36 months after September 2002, Vigated tibbuy back
shares issued to certain shareholders at a price as detailed in the shareholders’ agreement. As a result, in our finemsatsstatder U.S. GAAP
we classify such shares as redeemable common shares and recorded accretion to these shares for each period covered thasbyandur
diluted earning per share under U.S. GAAP is calculated on the basis of excluding in the numerator such accretion amouwatnigbimdome,
while the denominator includes common and redeemable common shares. See notes 15 and 20 on pages 228 and 233, respactively, to
unaudited financial statements under U.S. GAAP and notes 14 and 19 to our audited financial statements under U.S. GAAR48 gray @55,
respectively of this Prospectus. Immediately upon completion of this initial public offering, these redeemable commonlishares-alassified
as common shares and accordingly in such an event the Company will not need to record accretion in future periods. Themnefoirecdme will

not exclude accretion for purposes of calculating basic

and diluted earnings per share.

Had the Company calculated earnings per share without deducting the accretion, the proforma basic and diluted earning® penaires

would have been as follows:

For the year

ended December

31, 2000

For the year
ended December
31, 2001

For nine months
ended September
30, 2003

For nine months
ended September
30, 2002

For the year
ended December
31, 2002

Income available to common and
redeemable common shareholders
as per consolidated financial
statements (A)

$21,654,175

Add: Accretion in relation to
redeemable common shareholders (B)

$509,392

Proforma income for the purposes of
computing proforma earnings per
share as mentioned above
©=®+(®

Weighted average number of common
and redeemable common shares
outstanding during the period (D)

$22,163,567

90,693,934

Basic and diluted earnings per
share as per consolidated financial
statements (A)/(D)

Proforma basic and diluted earnings
per share (C)/(D)

$0.24

$0.24

$23,622,021 $26,259,371 $17,578,276 $28,392,223

$2,694,613 $9,752,506 $9,752,506 -

$26,316,634 $36,011,877 $27,330,782 $28,392,223

93,735,000 99,059,168 95,581,325 111,420,849

$0.25 $0.27 $0.18 $0.25

$0.28 $0.36 $0.29 $0.25

(2) In September 2003, we granted certain options to our employees to acquire shares under our employee stock option etk Topsens did
not have a dilutive effect on the common and redeemable common shares outstanding during the period ended Septembemdeér #0993, u
treasury stock method for the purpose of computing dilutive earnings per share
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Balance Sheet Statement

ASSETS
Total Current assets
Goodwill

Intangible assets, net

Property, plant and equipment, net

Deferred income taxes

Due from affiliates

Security deposits with affiliates
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS’

EQUITY

Total Current liabilities

Capital lease obligations excluding

current instalments

Long term debt excluding current

instalments

Other liabilities

Deferred income taxes
Total liabilities

Total Shareholders’ equity

Total liabilities and shareholders’ equity

As at December

As at December

Patni Computer Systems Limited

As at December

(US$ in thousands)

As at September

As at September

31, 2000 31, 2001 31, 2002 30, 2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
51,904.2 72,685.1 122,651.6 118,885.6 152,410.1
- - - - 2,594.4
- - - - 801.5
17,514.0 27,674.1 34,170.4 33,020.1 40,586.9
67.9 39.4 - 135.9 198.7
230.9 - - - -
278.9 270.6 271.0 269.3 283.6
1,380.7 1,845.9 2,605.4 1,603.2 2,810.7
71,376.6 102,515.1 159,698.4 153,914.1 199,685.9
13,026.5 17,967.6 24,160.9 24,019.7 28,693.2
1,160.1 1,557.3 300.7 143.7 332.1
6,219.2 5,202.9 - - -
2,817.4 4,847.2 7,924.0 5,617.2 10,465.3
- - 441. 4 - 364.9
23,223.2 29,575.0 32,827.0 29,780.6 39,855.5
48,153.4 72,940.1 126,871.4 124,133.5 159,830.4
71,376.6 102,515.1 159,698.4 153,914.1 199,685.9

Convenience TranslationPlease refer to “Currency of Presentation” on page C of this Prospectus for information on translation o

all periods presented, which is being done solely for SEBI purposes, and should not be relied upon.
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Statement of Income

Year ended
December 31,

Year ended

December 31,

(Rs. in thousands, except per share data)

Year ended

December 31,

Nine months
ended September

Nine months
ended September

2000 2001 2002 30, 2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
Exchange Rate Rs. 46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78
Revenues 4,731,639.5 6,881,513.8 9,037,140.6 6,567,326.5 8,263,767.8
Cost of revenues 2,761,661.0 3,963,702.4 4,865,867.5 3,544,951.0 4,953,267.1
Gross profit 1,969,978.5 2,917,811.4 4,171,273.1 3,022,375.5 3,310,500.7
Selling, general and 798,036.2 1,379,800.2 1,990,218.6 1,408,938.9 1,840,161.3
administrative expenses
Provision for doubtful debts and advances 53,471.0 51,706.7 83,898.1 66,718.4 19,005.7
Foreign exchange gain (loss), net (51,540.4) (29,746.4) (15,238.0) (27,571.2) (10,714.1)
Operating income 1,170,011.7 1,516,050.9 2,112,394.4 1,574,289.4 1,462,047.8
Other income/(expense)
Interest and dividend income 55,132.2 58,947.8 33,869.9 28,675.5 45,454.4
Interest expense (86,858.3) (86,549.5) (27,806.8) (26,956.1) (948.4)
Gain/(loss) on sale of investments, net 115,180.8 (4,421.1) 18,761.7 2,720.7 51,035.1
Other income (expense), net 2,722.8 (617.5) 3,616.0 3,812.5 1,885.5
Income before income taxes 1,256,189.2 1,483,410.6 2,140,835.2 1,582,542.0 1,559,474.4
Income taxes 220,042.5 213,106.6 412,265.1 259,732.2 259,678.6
Net Income 1,036,146.7 1,270,304.0 1,728,570.1 1,322,809.8 1,299,795.8
Basic and diluted earnings per share (Rs.) 11.22 12.07 12.96 8.71 11.45
Weighted average number of common and 90,693,934 93,735,000 99,059,168 95,581,325 111,420,849

redeemable shares used in computing
earnings per share

Balance Sheet Statement

As at December

As at December

As at December

(Rs. in thousands)

As at September

As at September

31, 2000 31, 2001 31, 2002 30, 2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
Exchange Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78
ASSETS
Total Current assets 2,426,521.9 3,508,508.8 5,887,275.3 5,754,066.2 6,977,334.8
Goodwill - - - - 118,770.4
Intangible assets, net - - - - 36,692.7
Property, plant and equipment, net 818,779.5 1,335,828.9 1,640,178.4 1,598,173.0 1,858,066.8
Deferred income taxes 3,175.2 1,903.6 - 6,577.3 9,094.6
Due from affiliates 10,792.7 - 13,012.5 - -
Security deposits with affiliates 13,037.9 13,063.9 125,058.5 13,034.0 12,982.9
Other assets 64,546.3 89,101.9 - 77,594.0 128,675.3
Total assets 3,336,853.5 4,948,407.1 7,665,524.7 7,449,444.5 9,141,617.5
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As at December As at December

Patni Computer Systems Limited

(Rs. in thousands)

As at December As at September As at September

31, 2000 31, 2001 31, 2002 30, 2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)

LIABILITIES AND SHAREHOLDERS’
EQUITY
Total Current liabilities 608,989.0 867,294.7 1,159,723.8 1,162,553.1 1,313,572.5
Capital lease obligations excluding 54,234.7 75,174.8 14,432.7 6,956.7 15,201.8
current instalments
Long term debt excluding current 290,746.3 251,144.6 - - -
instalments
Other liabilities 131,711.9 233,972.4 380,353.4 271,872.8 479,100.5
Deferred income taxes - - 21,189.9 - 16,705.4
Total liabilities 1,085,681.9 1,427,586.5 1,575,699.8 1,441,382.6 1,824,580.2
Total Shareholders’ equity 2,251,171.6 3,520,820.6 6,089,824.9 6,008,061.9 7,317,037.3
Total liabilities and shareholders’ equity 3,336,853.5 4,948,407.1 7,665,524.7 7,449,444.5 9,141,617.5

Reconciliation of Significant Differences between Consolidated Net Profit determined in accordance with Indian GAAP and
Consolidated Net Income determined in accordance with U.S. GAAP

(Rs. in thousands)

Particulars Notes Nine months ended Year ended

September 30, 2003 December 31, 2002

Consolidated Net Profit as per Indian GAAP 1,214,033 1,636,162
Acquisition of entity under common control 1 - 116,984
Income taxes 2 8,786 21,988
Fixed assets and depreciation 3 7,663 (6,818)
Amortisation of miscellaneous expenditure 4 - 4,579
Foreign currency differences 5 71,255 2,321
Employee retirement benefits 6 (3,341) 664
Short provision for branch profit taxes in earlier years under Indian GAAP 28,304 (20,179)
Provision for decline in fair value of investment 7 4,769 -
Business acquisition 8 (1,572) -
Preference dividend 9 - (8,764)
Total 115,864 110,775
Consolidated Net Income as per U.S. GAAP 1,329,897 1,746,937

The consolidated net income under U.S. GAAP presented in Rupees in the table above, differs from the consolidated nedenddi8e GAAP

translated into Rupees elsewhere in this Prospectus solely to comply with the requirements of clause 6.8.4 of the SEBt.(Riieidia refer to
“Currency of Presentation” on page C of this Prospectus. The profits as per U.S. GAAP in U.S. Dollars have been translatgz@gat the average
rates used for financial reporting purposes, for the year ended December 31, 2002 and nine months ended September 3pe@0G3y.res

Notes:

@)

)

Acquisition of entity under common control

Under U.S. GAAP, combined financial statements were prepared for Patni Computer Systems Limited and its subsidiaries
Patni Computer Systems Inc. (“Patni U.S.A."), as all these entities were under common control of the Patni family. Accordingl
the results of operations of Patni U.S.A. were combined for all the years presented in the U.S. GAAP financial statements.

The consolidated financial statements under Indian GAAP include the results of operations of Patni U.S.A. only from the de
it became a 100% subsidiary which is September 2002. Accordingly, the net income of Patni U.S.A. for the period prior to
becoming a subsidiary of Patni has been reflected above as a reconciling item.

Income taxes

Until December 31, 2002, under Indian GAAP, income taxes were recorded as per the taxes payable method. Under U.S. GA
income taxes were recorded based on the asset and liability method, whereby deferred tax assets and liabilities were recog
for the future tax consequences attributable to differences between the financial statement carrying amounts of existing as
and liabilities and their respective tax bases. Accordingly, in 2002, deferred tax credit recorded in the U.S. GAAP financi
statements has been reflected above as a reconciling item.
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(6)
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Effective January 1, 2003, the Company adopted Accounting Standard 22 “Accounting for Taxes on Income” issued by t
Institute of Chartered Accountants of India (“ICAI") in the preparation of its consolidated financial statements under India
GAAP. Accordingly, for the nine months ended September 30, 2003, the reconciliation represents deferred tax impactf signific
differences between Indian GAAP and U.S. GAAP.

Fixed assets and depreciation

Under Indian GAAP, certain indirect expenses incurred during the construction period are capitalised, whereas such costs
expensed as incurred under U.S. GAAP. Further, under Indian GAAP, borrowing costs have been capitalised to fixed ass
only effective April 1, 2001, when the AS 16 “Borrowing Costs” issued by ICAlI became mandatory. These differences i
carrying value of fixed assets have consequently resulted in differences in depreciation charge, which has been reflected ab
as areconciling item.

Amortisation of miscellaneous expenditure

Under Indian GAAP, miscellaneous expenditure comprising costs incurred in relation to issue of shares, debentures, etc. w
being amortised to the income statement over a period of three to five years, whereas these costs were expensed as inc
under U.S. GAAP. In 2002, the Company changed its accounting policy and the unamortised miscellaneous expenditure bale
as at January 1, 2002 aggregating Rs.4,579 was charged to the income statement under Indian GAAP. This has been refl
above, as a reconciling item.

Foreign currency differences

Under Indian GAAP, net exchange difference resulting from translation of financial statements of foreign subsidiarieisédrecogn
in the consolidated income statement. Under U.S. GAAP, this exchange difference is reported in the statement of sharehold
equity and other comprehensive income.

Additionally, the Company had booked forward foreign exchange contracts to hedge its export proceeds. Under Indian GAA
premium on forward contract is recognised as income or expenditure over the life of the related contract. However, under U
GAAP, the same is marked-to-market as on the reporting date and the resultant gain/loss is recognised immediately in the inc
statement. These foreign currency differences are reported above, as a reconciling item

Employee retirement benefits
This represents difference in recording pension, gratuity, and leave encashment costs.
Provision for decline in fair value of investments

Under Indian GAAP, current investments are carried at the lower of cost and fair value, and provision is made in the incor
statement to recognise any decline in the carrying value of such investments. Under U.S. GAAP, such investments are desigr
as available for sale and are carried at fair value with unrealised gains or losses being separately reported in thef stateme
shareholders’ equity and other comprehensive income.

Business acquisition

Under U.S. GAAP, the assets and liabilities acquired on acquisition of The Reference Inc. have been recorded at fair val
assigned to them, whereas under Indian GAAP these have been recorded at respective book values.

Further, under U.S. GAAP, a portion of the purchase consideration has been allocated to intangible assets meeting the cri
for being recognised as an asset apart from goodwill. These intangible assets are being amortised over its useful life
proportion to the economic benefits consumed during each reporting period. Under Indian GAAP, the entire difference betwe
the purchase consideration and the book value of assets acquired has been recorded as goodwill, which is subject to impair
testing.

Accordingly, the impact of above differences on the income statement has been reflected as a reconciling item.
Preference dividend

Under U.S. GAAP, dividend paid on preference shares has been recorded as interest expense in the income statement, wk
under Indian GAAP the same has been recorded as an appropriation from the profit and loss account.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
(AS PER U.S. GAAP)

Investors are cautioned that this discussion contains forward-looking statements that involve risks and uncertaintiesdWhen u
in this discussion, the wordaim”, “anticipate”, “believe”, “expect”, “estimate”, “intend”, “objective”, “plan”, “project”, “shall”,

“will”, “will continue”, “will pursue” and other similar expression as they relate to us or our business are intended to identify suct
forward-looking statements. We undertake no obligation to publicly update or revise any forward-looking statements, whether
a result of new information, future events or otherwise. Actual results, performances or achievements could differ materially f
those expressed or implied in such forward-looking statements. Factors that could cause or contribute to such differdices incl
those described under the heading “Risk Factors” in this Prospectus. Readers are cautioned not to place undue reliance on th
forward-looking statements, as they speak only as at the date of this Prospectus. The following discussion and anallsis shoul
read in conjunction with our consolidated audited (and for the nine months periods, unaudited and reviewed as described
KPMG's Audit Report included elsewhere in this Prospectus) financial statements prepared in accordance with U.S. GA/
included elsewhere in this Prospectus and the notes thereto. See also page C of this Prospectus for a discussion orofranslatic
U.S. Dollar amounts into Rupees. Such translation is solely for SEBI purposes and should not be relied upon.

"o LI

Overview

We are one of the leading Indian providers of integrated IT services. Our service offerings span the entire softwarésgolees |
including application development and integration, application maintenance, enterprise application systems, e-Busingsssnd ente
systems management, and recently, research and development services and business process outsourcing. We believe th
ability to manage large client relationships, deliver complex outsourcing services through innovative delivery modelsand maint
high quality standards are some of our important differentiators.

A significant proportion of our revenues is derived from a small number of clients. Our largest client, the GE Group, docounted
$95.5 million (Rs.4,583.5 million) and $76.8 million (Rs.3,513.9 million) of our revenues in 2002 and the nine months éeibeSep

30, 2003, representing 50.7% and 42.5% of our revenues, respectively. Our second largest client, State Farm Insuraidderaccount
$30.1 million (Rs.1,443.7 million) and $31.5 million (Rs.1,441.4 million) of our revenues in 2002 and the nine months éebeSep

30, 2003, representing 16.0% and 17.4% of our revenues, respeditlatyigh we intend to continue to grow our business by
diversifying our existing client base with the addition of new strategic clients, we expect that a significant proponti@vehaes

will continue to be derived from a small number of clients.

Our service offerings are delivered through a mix of onsite resources located in the client geography and offshore resmurces at
facilities in India. We provide a high proportion of our services on a fixed-price basis, including fixed-price projectsasistiof
service level agreements.

We derive a significant proportion of our revenues from the insurance, manufacturing and financial services industriesardso, w
highly dependent on clients located in the United States and expect this trend to continue.

We have experienced substantial growth in revenues in recent years. Our revenues grew at a compound annual growth rate of 3
over the last three years from $101.2 million (Rs.4,731.6 million) in 2000 to $188.3 million (Rs.9,037.1 million) in 268z 1@s grew
33.0% from $135.7 million (Rs.6,567.3 million) in the nine months ended September 30, 2002 to $180.5 million (Rs.8,26 818 tmlio

nine months ended September 30, 2003. We have not experienced sustained growth in our net income and net income margin. O
income grew at a compound annual growth rate of 27.5% over the last three years from $22.2 million (Rs.1,036.1 millidn) in 200(
$36.0 million (Rs.1,728.6 million) in 2002. Our netincome margin was 21.9%, 18.5% and 19.1% in 2000, 2001 and 2002yr&xpective
net income increased 3.9% from $27.3 million (Rs.1,322.8 million) in the nine months ended September 30, 2002 to $28.4 milli
(Rs.1,299.8 million) in the nine months ended September 30, 2003 and our net income margin was 20.1% and 15.7% in the nine mc
ended September 30, 2002 and 2003, respectively. Our employees grew at a compound annual growth rate of 28.7%, from 3,36E
December 31, 2000 to 5,570 as at December 31, 2002. As at June 30, 2003 and September 30, 2003, we had 6,247 and 6,695 emg
respectively, of whom software professionals, including trainees, constituted 5,273 and 5,700, respectively.

Revenues

Our revenues are generated from IT services provided either on a time-and-material basis or a fixed-price basis. Migsttof our cl
contracts, including those that are on a fixed-price and fixed-price SLA basis, can be terminated with or without caeivegevith b

0 and 90 days notice and without termination-related penalties. Additionally, our contracts with clients are typicallyolimited
discrete projects without any commitment to a specific volume of business or future work. Revenue with respect to timeisnd-mate
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contracts is recognised as related services are performed. Revenue with respect to fixed-price contracts is recogrisathge a per
of completion basis, measured by the percentage of costs incurred to-date to the estimated total costs for each cangiact. Alth
we use our software engineering processes and past project experience to reduce the risks associated with estimatargl plannin
performing fixed-price projects, we bear the risk of cost overruns and completion delays in connection with these projects.

Revenues from fixed-price contracts comprised 51.7%, 50.7% and 48.7% of our revenues in 2002, the six months ended3June 30,
and the nine months ended September 30, 2003, respectively. Fixed-price SLAs represent a significant proportion of our rever
from fixed-price contracts. In the three months ended June 30, 2003 and September 30, 2003, fixed-price contracts edtuding fi

price SLAs) comprised 48.6% and 45.3% of our revenues, respectively, and fixed-price SLAs comprised 34.0% and 28.8% of
revenues, respectively.

The projects on a fixed-price SLA basis are typically application maintenance projects. We believe fixed-price SLA prejects ha
lower delivery risks than only fixed-price projects. In certain fixed-price SLAS, revenues are conditional upon predeterfioimeshpe
levels which, if unsatisfactory, could result in less revenues than anticipated.

As illustrated in the table below, a significant proportion of our revenues is derived from a small number of clientgftaeyads
which may significantly impact our revenues and profitability.

Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended September ended September

2000 2001 2002 30, 2002 30, 2003

(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)

(Unaudited) (Unaudited)
GE Group 52.2% 56.8% 50.7% 51.4% 42.5%
State Farm Insurance 9.8% 11.5% 16.0% 15.8% 17.4%
Top 5 Clients 76.4% 75.9% 76.2% 77.1% 70.3%
Top 10 Clients 81.8% 82.6% 84.9% 85.0% 80.7%

We have classified our revenues under four industry segments. We derive a significant proportion of our revenues from client:
three industry segments, comprising insurance, manufacturing and financial services. We define the financial services indu:
segment to include the banking securities and financial service industries, but excluded insurance industry. Our foyrth indus
segment consists of other industries including energy and utilities, retail and hospitality. Revenues from certain clentsesuch
GE Group are represented across various industry segments. The following table indicates the break-down of our revenue
industry segment:

Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended September ended September

2000 2001 2002 30, 2002 30, 2003

(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)

(Unaudited) (Unaudited)
Insurance 33.6% 34.2% 38.0% 38.9% 34.1%
Manufacturing 23.3% 26.9% 27.1% 26.3% 28.5%
Financial Services 15.7% 14.9% 13.9% 13.7% 15.9%
Others 27.4% 24.0% 21.0% 21.1% 21.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

We derive revenues from provision of services offshore and onsite. Offshore revenues consist of revenues from IT services w
conducted in our offshore facilities in India. Onsite revenues consist of revenues from IT services work conducted at clien
premises or from our premises outside India. Services performed at a client site or our premises located outside Inydia typic
generate higher revenues per-capita at a lower gross margin than the same services performed at our facilities in ligia. Curren
large proportion of our revenues are derived from work performed by our onsite teams at a client’s premises or from @ur premi
outside India. However, currently the billed person months delivered from our offshore facilities located in India arbarigher t
those delivered outside India.

We have classified our revenues into four geographic segments comprising the United States, Europe (including the Uni
Kingdom), Japan and others, which inlcude Asia-Pacific (excluding Japan) and the rest of the world. A significant propartion of
revenues is derived from clients located in the United States. The geographic break-down of revenues contained in the follow
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table is based on the location of the specific client entity for whom the project has been executed, irrespective aftivehlecati
the invoice is rendered or whether the work for a specific client entity is performed onsite or from our offshore delresrincent
India.

Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended September ended September
2000 2001 2002 30, 2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
United States 81.4% 84.4% 87.6% 87.4% 88.9%
Europe (including the UK) 11.3% 9.1% 7.2% 7.1% 7.2%
Japan 5.6% 5.0% 3.5% 3.8% 2.8%
Others 1.7% 1.5% 1.7% 1.7% 1.1%
Asia-Pacific (excluding Japan) 1.3% 1.4% 1.0% 1.0% 0.7%
Rest of the World 0.4% 0.1% 0.7% 0.7% 0.4%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

Cost of Revenues and Selling, General and Administrative Expenses

Our cost of revenues includes direct costs such as direct labour, subcontractors, foreign travel, immigration, medi@himuranc
indirect costs related to contract performance, such as depreciation and communication. Selling, general and admirgstsatve exp
consist primarily of salary and other compensation and benefits, depreciation, sales and marketing expenses, includ
telecommunications expenses, office expenses, travelling expenses, legal and other professional fees and other miscellan
administrative costs.

Selling, general and administrative costs are charged to expenses as incurred. Selling, general and administrativerespetsgs rep
16.9%, 20.1% and 22.0% of our revenues in 2000, 2001 and 2002, respectively, and 21.5% and 22.3% of our revenues in the
months ended September 30, 2002 and 2003, respectively. These expenses are high as a proportion of our revenues sin
important part of our sales strategy is to ensure that senior managerial personnel are based in client locations ane ¥ze contin
invest in developing our sales and marketing presence in key markets. We expect selling, general and administrative expens
continue to represent a high proportion of our revenues. However, we expect selling expenses to be partially offsetigetieopti

of our general and administrative expenses.

The proportion of work performed at our facilities in India and at client sites or our premises outside India varies fesrfoquart
quarter. We charge higher rates and incur higher compensation and other expenses for work performed at clients’ premises or
our premises outside India. Accordingly, although our revenues per capita are higher for onsite work as compared to défshore w
the gross profit percentage from onsite work is typically lower than that from offshore work. We hire subcontractors @t a limit
basis from time to time. In 2002 and the nine months ended September 30, 2003, 2.4% and 8.4%, respectively, of ouncest of reve
consisted of subcontracting costs. We expect to continue to incur subcontractor costs principally to service certain t®gliremen
our strategic clients in a timely manner. We also expect to continue to experience wage pressure in respect of ourfe§siwralpro

In addition, a number of our software professionals work in the United States on a H-1B visa, which is granted to cestan categ
of persons in several “speciality occupations” such as software professionals so long as their compensation meets annu
adjusted minimums. Over the past five years, these adjustments have been substantially above inflation in the United States
prevailing wages have increased in response to these annually adjusted requirements. We plan to manage our immigration
foreign travel expenses more effectively.

Our gross profits are also affected by software employee utilisation rates. We define employee utilisation as the proptition of

billed person months to total available person months including trainees and excluding support personnel. We managbyutilisatiol
monitoring project requirements and timetables. The following table sets forth our utilisation rates for the periods indicated:

Year ended Year ended Year ended Six months Nine months Six months Nine months
December 31, December 31, December 31,  endedJune 30, ended September endedJune30, ended September
2000 2001 2002 2002 30,2002 2003 30,2003
(Combined) (Combined) (Consolidated) (Combined) (Consolidated) (Consolidated) (Consolidated)
Utilisation rate 72.1% 59.0% 66.7% 63.7% 65.8% 67.7% 68.2%

The number of software professionals assigned to a project vary according to the size, complexity, duration, and demands of
project. An unanticipated termination of a significant project could also cause us to experience lower software empédigre utilis
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resulting in a higher than expected number of unassigned software professionals.
Accounts Receivables

Our accounts receivables as at December 31, 2001 and 2002 and as at September 30, 2003 were $32.8 million (Rs.1,538®.2million),
million (Rs.2,218.2 million) and $54.4 million (Rs.2,490.7 million), respectively, representing 32.0%, 28.9% and 27.28talfamsets

as at such dates. The days of sales outstanding (which is the ratio of accounts receivables to revenues in a year r&68iplied by
case of full year period and the ratio of accounts receivables to revenues in the nine month period multiplied by 27 &ia c&se o
month period) in 2001, 2002 and the nine months ended September 30, 2003 were 84, 90 and 82 days, respectively. We are ac
working with our clients to reduce our days of sales outstanding, however there can be no assurance that we will succeed in
endeavours. The following table presents the percentage profile of our debtors in terms of days for which accounts eeivable
been outstanding:

(US$ in thousands)

Period in days As at December 31, 2001 As at December 31, 2002 As at September 30, 2003
0 - 180 29,861.4 42,054.0 52,982.1
More than 180 2,918.2 4,157.7 1,424.2
Total 32,779.6 46,211.7 54,406.3

The accounts receivables of the Company, have been reported in U.S. Dollars and have been translated into Rupees tbr each y
presented solely to comply with the requirements of Clause 6.8.4 of the SEBI Guidelines. Investors are cautioned tosuatirely on
translated amounts. The following table sets forth, for each period indicated, information concerning the number of Rupees
which one U.S. Dollar could be exchanged at the noon buying rate in the City of New York on the last business day aflére partic
period for cable transfers in Rupees as certified for customs purposes by the Federal Reserve Bank of New York. Weteave trans
the statements of income and balance sheet data for each period at the noon buying rate on the last business day offiech perio
translations should not be considered as a representation that such U.S. Dollar amounts have been, could have been or cot
converted into Rupees at any particular rate, the rate stated below, or at all.

Year ended December 31, Nine months ended September 30,
2000 2001 2002 2002 2003
Noon Buying Rate Rs.46.75 Rs.48.27 Rs.48.00 Rs.48.40 Rs.45.78

Convenience TranslationPlease refer to “Currency of Presentation” on page C of this Prospectus.
(Rs. in thousands)

Period in days As at December 31, 2001 As at December 31, 2002 As at September 30, 2003
0-180 1,441,411.2 2,018,590.2 2,425,518.8
More than 180 140,861.7 199,570.8 65,201.8
Total 1,582,272.9 2,218,161.0 2,490,720.6

In 2000, 2001 and 2002, provision for doubtful debts and advances was $1.1 million (Rs.53.5 million), $1.1 million (R#&) atwhil
$1.7 million (Rs.83.9 million), respectively. In the nine months ended September 30, 2002 and 2003, provision for dowisdfsl debt
$1.4 million (Rs.66.7 million) and $0.4 million (Rs.19.0 million), respectively. We expect to continue to have low levalsafipfor
doubtful debts.

Employee Stock Option Plan

On June 30, 2003, our shareholders approved an employee stock option plan. Under the plan, 11,142,085 equity shares c
Company may be issued to eligible employees and directors of the Company and its subsidiaries. The plan is administered by
Compensation Committee.

Pursuant to the plan, on September 1, 2003, an initial grant of stock options representing an aggregate of 2,743,408 nasty sha
been made to certain employees of the Company and its subsidiaries. The exercise price at which the options have bien issued
fair market value of the equity shares on the date of grant of the option. We are currently adopting APB Opinion No. 25 f
accounting of these options. As the options are issued at fair market value, we do not expect to incur any expenserds per cu
guidelines under U.S. GAAP.
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Foreign Currency Translation and Foreign Exchange Regulations

Our consolidated financial statements under the U.S. GAAP are reported in U.S. Dollars. A substantial portion of ourgevenue:
generated in U.S. Dollars while part of our expenses are incurred in Rupees. Consequently, our results from operations will
affected to the extent the Rupee fluctuates against the U.S. Dollar. Our functional currency is the applicable locakoepetiagt e

the functional currency of our branch offices in the United States, Japan, Sweden and Australia is the Rupee. The frémslation o
Rupee, U.K. Pound and Euro into U.S. Dollars is performed for balance sheet accounts using the exchange rate in effect ai
balance sheet date and for revenues and expense accounts using an appropriate monthly weighted average exchange rate
respective periods.

Under the Foreign Exchange Management Act, 1999, as amended, or FEMA, an Indian company is required to take all reason
steps to realise and repatriate into India all foreign exchange earned by the company outside India, in accordanceesith the r
specified by the Reserve Bank of India, or RBI. These rules apply to our branch offices located outside India and dtormirapply
subsidiaries incorporated outside India. FEMA also imposes certain restriction on capital account transactions by Indias.compar
Although these regulations do not significantly impact our operations at present, there can be no assurance that tiis wvill be t
future periods.

Income Taxes
Our net income earned from providing services outside India is subject to tax in the country where we perform the work.

Currently, we benefit from a tax holiday given by the Government of India for the export of information technology semices fro
specially designated software technology parks and special economic zones in India. As a result of our tax incentivasosir oper
in India have been subject to insignificant tax liabilities. These tax incentives currently include a 10-year holidayfaym ¢mé

of Indian corporate income tax for the operations of most of our Indian facilities, and a partial taxable income dedpmtiits for
derived from exported IT services. We can use either of these two tax incentives. As a result of these two tax incdogisatah su
portion of our pre-tax income has not been subject to significant tax in recent years. These benefits will expire foiusamigsof o
starting on April 1, 2005. For details, please refer to paragraph entitled “Statement of Tax Benefits” on page 106,spfebiadro

The Finance Act, 2000 phases out the ten-year tax holiday over a ten-year period from 2000 through 2009. According/lsefacilitie
up in India on or before March 31, 2000 have a ten-year tax holiday, new facilities set up on or before March 31, 200&ly@2as a n
tax holiday and so forth until March 31, 2009. After March 31, 2009, the tax holiday will no longer be available to neg.failit
current tax holidays expire in stages by 2009. For companies opting for the partial taxable income deduction for prafit®oderive
exported IT services, the Finance Act, 2000 phases out the deduction over five years beginning April 1, 2000.

Results of Operations

The following table sets forth certain financial information as a percentage of revenues, calculated from the consold&kd fina
statements under U.S. GAAP prepared in U.S. Dollars:

Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended September ended September
2000 2001 2002 30, 2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
Revenues 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of revenues 58.4% 57.6% 53.8% 54.0% 59.9%
Gross profit 41.6% 42.4% 46.2% 46.0% 40.1%
Selling, general and
administrative expenses 16.9% 20.1% 22.0% 21.5% 22.3%
Provision for doubtful debts and advances 1.1% 0.8% 0.9% 0.9% 0.2%
Foreign exchange gain (loss), net (1.1%) (0.5%) (0.1%) (0.4%) (0.1%)
Operating income 24.7% 22.0% 23.4% 24.0% 17.7%
Other income (expense)
Interest and dividend income 1.2% 0.9% 0.4% 0.4% 0.6%
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Year ended Year ended Year ended Nine months Nine months
December 31, December 31, December 31, ended September ended September
2000 2001 2002 30,2002 30, 2003
(Combined) (Combined) (Consolidated) (Consolidated) (Consolidated)
(Unaudited) (Unaudited)
Interest expense (1.8%) (1.3%) (0.3%) (0.4%) (0.0%)
Gain (loss) on sale of Investments, net 2.4% (0.0%) 0.2% 0.0% 0.6%
Other income (expense), net 0.0% 0.0% 0.0% 0.1% 0.0%
Income before income taxes 26.5% 21.6% 23.7% 24.1% 18.9%
Income taxes 4.6% 3.1% 4.6% 4.0% 3.2%
Net income 21.9% 18.5% 19.1% 20.1% 15.7%

Nine Months Ended September 30, 2003 Compared to Nine Months Ended September 30, 2002

RevenuesOur revenues were $180.5 million (Rs.8,263.8 million) in the nine months ended September 30, 2003, representing
increase of $44.8 million (Rs.1,696.5 million), or 33.0%, from revenues of $135.7 million (Rs.6,567.3 million) in the nirseemaed
September 30, 2002. This increase was primarily due to an increase in the volume of services delivered by us and an@asginal inc
in pricing of our services.

Fixed-price contracts continued to contribute a significant proportion of our revenues. Fixed-price contracts, includinigdixed-
SLA contracts, contributed 48.7% and 51.7% of our revenues in the nine months ended September 30, 2003 and September 30,
respectively. Fixed-price SLAs are a significant proportion of our fixed-price contracts, comprising 28.8% of our reVieatleea t
months ended September 30, 2003, and represent an important engagement model for our clients and us.

The growth in our revenues in the nine months ended September 30, 2003 was driven largely by the growth in the size of
engagements with clients other than the GE Group. In the nine months ended September 30, 2003, clients other than the GE C
represented 57.5% of our revenues, compared to 48.6% of our revenues in the nine months ended September 30, 2002.

We continued to derive a significant proportion of our revenues from clients located in the United States. In the ninadednths e
September 30, 2003 and 2002, we derived 88.9% and 87.4% of our revenues, respectively, from clients located in thedJnited St
Clients from the insurance, manufacturing and financial services industries continued to contribute a large proportion of c
revenues. In the nine months ended September 30, 2003 and 2002, revenues from clients in the insurance, manufactuciag and fin
service industries together contributed 78.5% and 78.9% of our revenues, respectively. The GE Group, our largest diget] contri
to our revenues in each of the insurance, manufacturing and financial services industry segments, while State Farm Insur:
contributed revenues only to the insurance segment.

Cost of RevenuesOur cost of revenues was $108.2 million (Rs.4,953.3 million) in the nine months ended September 30, 200:
representing an increase of $35.0 million (Rs.1,408.3 million), or 47.7%, from cost of revenues of $73.2 million (Rs.BiGdbthe

nine months ended September 30, 2002. Cost of revenues represented 59.9% and 54.0% of our revenues in the nine months
September 30, 2003 and 2002, respectively.

The increase in cost of revenues was primarily due to higher subcontractor costs, an increase in wages, higher immsgiation cost
increase in foreign travel costs and an increase in the number of employees. This increase in cost of revenues as af pencentage
revenues was offset partly by an increase in our utilisation rates. The increase in wage costs during the nine months er
September 30, 2003 was principally due to an increase in offshore salary with effect from April 2003. We aim to mairtaiesur sa
as per industry trends. In the nine months ended September 30, 2003, we proactively invested in our immigration complial
measures to better anticipate and respond to possible disruptions in our growth resulting from changes in regulatidos relatin
visas and work permits being contemplated in our principal markets, the United States and Europe.

Gross profit Our gross profit was $72.3 million (Rs.3,310.5 million) in the nine months ended September 30, 2003, representing
increase of $9.9 million (Rs.288.1 million), or 15.8%, from a gross profit of $62.4 million (Rs.3,022.4 million) in themting ended
September 30, 2002. Gross profit as a percentage of our revenues decreased to 40.1% in the nine months ended September 30
from 46.0% in the nine months ended September 30, 2002, primarily due to an increase in the cost of revenues.

Selling, General and Administrative Expensésfe incurred selling, general and administrative expenses of $40.2 million (Rs.1,840.2
million) in the nine months ended September 30, 2003, representing an increase of $11.1 million (Rs.431.2 million), oor38.1%, f
selling, general and administrative expenses of $29.1 million (Rs.1,408.9 million) in the nine months ended Septembek$88, 2002.
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percentage of our revenues, selling, general and administrative expenses increased to 22.3% in the nine months end&® Septemt
2003 from 21.5% in the nine months ended September 30, 2002 primarily due increase in personnel cost.

We incurred selling and marketing expenses of $14.6 million (Rs.668.4 million) in the nine months ended September 30, 20
representing an increase of $2.6 million (Rs.89.8 million), or 22.1%, from sales and marketing expenses of $12.0 milBdh (Rs.57
million) in the nine months ended September 30, 2002. The expansion of our sales team from 89 as at September 30, 2@02 to 107
September 30, 2003 contributed significantly to the increase in selling and marketing expenses. We believe that ouriimvestmet
selling and marketing expenses has contributed to our increased revenues from clients other than the GE Group and we expe
continue to invest in our sales and marketing efforts.

Our general and administrative expenses were $25.6 million (Rs.1,171.8 million) in the nine months ended September 30, 2(
representing an increase of $8.4 million (Rs.341.5 million), or 49.2%, from general and administrative expenses of $t7.2 milli
(Rs.830.3 million) in the nine months ended September 30, 2002. This increase was primarily due to an increase in p&sonnel c

Provision for Doubtful Debts and AdvanceBrovision for doubtful debts and advances was $0.4 million (Rs.19.0 million) in the nine
months ended September 30, 2003 representing a decrease of $1.0 million (Rs.47.7 million), or 69.9% from provision foekisubtful
of $1.4 million (Rs.66.7 million) in the nine months ended September 30, 2002. The reduction in the provision for dowtxfudl debt
advances in the nine months ended September 30, 2003 was primarily on account of better collection efforts.

Foreign Exchange GainsForeign exchange gain was $0.2 million (Rs.10.7 million) in the nine months ended September 30, 200
representing a decrease of $0.4 million (Rs.16.9 million), or 58.9% from foreign exchange gain of $0.6 million (Rs.27.Bthi#ion

nine months ended September 30, 2002. This reduction was a result of an appreciation of the Rupee against the U 1$e Dioléar. In t
months ended September 30, 2003, we purchased forward foreign exchange contracts to mitigate the risk of changes in for
exchange rates.

Operating Income:Our operating income was $31.9 million (Rs. 1,462.0 million) in the nine months ended September 30, 200
representing a decrease of $0.6 million (Rs.112.3 million), or 1.8%, from operating income of $32.5 million (Rs. 1,574).Brtfikio

nine months ended September 30, 2002. As a percentage of our revenues, operating income decreased to 17.7% in the nine n
ended September 30, 2003, from 24.0% in the nine months ended September 30, 2002.

Other Income:Other income was $2.1 million (Rs.97.4 million) in the nine months ended September 30, 2003 compared to $0.2 millic
(Rs.8.3million) in the nine months ended September 30, 2002. Other income comprised interest and dividend income oh$1.0 mill
(Rs. 45.5 million) and $0.6 million (Rs.28.7 million) in the nine months ended September 30, 2003 and 2002, respectiirelgn@her
also comprised a gain of $1.1 million (Rs.51.0 million) on the sale of investments in the nine months ended Septemban8@ 2003
gain of $0.1 million (Rs. 2.7 million) on the sale of investments in the nine months ended September 30, 2002. Other inffsgte was
by an interest expense of $0.02 million (Rs.0.9 million) and $0.6 million (Rs.27.0 million) in the nine months ended Septeoter

and 2002, respectively.

Income TaxesOur income taxes were $5.7 million (Rs.259.7 million) in the nine months ended September 30, 2003, representing
increase of $0.3 million (Rs.0.05 million) or 5.7%, from income taxes of $5.4 million (Rs.259.7 million) in the nine moaths end
September 30, 2002.

Net Income:Our net income was $28.4 million (Rs.1,299.8 million) in the nine months ended September 30, 2003, representing .
increase of $1.1 million (Rs.-23.0 million), or 3.9%, from net income of $27.3 million (Rs.1,322.8 million) in the nine emolettis
September 30, 2002. Net income as a percentage of our revenues decreased to 15.7% in the nine months ended September 3(
from 20.1% in the nine months ended September 30, 2002. This decrease in net income was primarily due to the reasons outl
above, including an increase in our cost of revenues and selling, general and administrative expenses.

Year Ended December 31, 2002 Compared to Year Ended December 31, 2001

RevenuesOur revenues were $188.3 million (Rs.9,037.1 million) in 2002, representing an increase of $45.7 million (Rs.2,155.6 millior
or 32.1%, from revenues of $142.6 million (Rs.6,881.5 million) in 2001. The increase in our revenues was primarily due to high
realised prices in 2002 as a result of the renegotiation of a significant master services agreement and an increasaénothe volu

services delivered by us to clients other than the GE Group in 2002.

As part of the GE Group’s increased emphasis on entering into fixed-price contracts (including fixed-price SLA contracts), tl
proportion of our revenues from fixed-price contracts rose in 2002 compared to 2001.

The growth in our revenues in 2002 was driven in part by the growth in the size of our engagements with clients oth&&han the
Group. In 2002, clients other than the GE Group represented 49.3% of our revenues, compared to 43.2% of our revenues in 20(
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We continued to derive a significant proportion of our revenues from clients located in the United States. In 2002 and 2001,
derived 87.6% and 84.4% of our revenues, respectively, from clients located in the United States. Clients from the insuran
manufacturing and financial services industries continued to contribute a large proportion of our revenues. In 2002 aed 2001,
insurance, manufacturing and financial service industry segments together comprised 79.0% and 76.0% of our revenudsg, respect

Cost of Revenue®ur cost of revenues was $101.4 million (Rs.4,865.9 million) in 2002, representing an increase of $19.3 milliol
(Rs.902.2 million), or 23.5%, from cost of revenues of $82.1 million (Rs.3,963.7 million) in 2001. Cost of revenues repiz8éated

and 57.6% of our revenues in 2002 and 2001, respectively. The increase in cost of revenues was primarily due to amiagesase in
and an increase in the number of employees. This increase in cost of revenues as a percentage of revenues was offset partly
increase in our utilisation rates, which increased from 59.0% in 2001 to 66.7% in 2002.

Gross Profit:Our gross profit was $86.9 million (Rs.4,171.3 million) in 2002, representing an increase of $26.5 million (Rs.1,253.!
million), or 43.8%, from a gross profit of $60.4 million (Rs.2,917.8 million) in 2001. Gross profit as a percentage ofraigseve
increased to 46.2% in 2002 from 42.4% in 2001 primarily due to the higher realised prices and increased utilisation rates.

Selling, General and Administrative ExpenseSur selling, general and administrative expenses were $41.5 million (Rs.1,990.2
million) in 2002, representing an increase of $12.9 million (Rs.610.4 million), or 45.1%, from selling, general and adveinistrat
expenses of $28.6 million (Rs.1,379.8 million) in 2001. As a percentage of our revenues, selling, general and admirpstnaige ex
increased to 22.0% in 2002 from 20.1% in 2001.

The increase in selling, general and administrative expenses in 2002 was primarily due to an increase in the numbesofisales pe
from 71 as at December 31, 2001 to 96 as at December 31, 2002 and an increase in personnel costs. We believe that bur investn
selling and marketing expenses contributed to our increased revenues from clients other than the GE Group.

Provision for Doubtful Debts and AdvancePBrovision for doubtful debts and advances was $1.7 million (Rs.83.9 million) in 2002
representing an increase of $0.6 million (Rs.32.2 million), or 63.2%, from provision for doubtful debts and advancesItb$1.1 mi
(Rs.51.7 million) in 2001. The increase in provision for doubtful debts and advances in 2002 was primarily on accounte@f some n
smaller dotcom customers.

Foreign Exchange GainsOur foreign exchange gains were $0.3 million (Rs.15.2 million) in 2002, representing a decrease of $0..
million (Rs.14.5 million), or 48.5%, from a foreign exchange gain of $0.6 million (Rs.29.7 million) in 2001. The foreigrye>gdian

in 2001 was primarily on account of the U.S. Dollar appreciating against the Rupee. In 2002, the U.S. Dollar appreciatbd agains
Rupee in the first half of the year and depreciated in the second half of 2002. Overall the U.S. Dollar depreciated agagisglly

the Rupee in 2002 over 2001. The reduction in foreign exchange gain in 2002 was primarily due to the strengthening ofithe Rupe
the second half of 2002.

Operating IncomeOur operating income was $44.0 million (Rs.2,112.4 million) in 2002, representing an increase of $12.6 millior
(Rs.596.3 million), or 40.1%, from an operating income of $31.4 million (Rs.1,516.1 million) in 2001. As a percentage e$revenu
operating income increased to 23.4% in 2002 from 22.0% in 2001.

Other Income Other income was $0.6 million (Rs.28.4 million) in 2002 compared to an expense of $0.7 million (Rs.34.3 million) in 2001
In 2002, General Atlantic Mauritius Limited invested in the Company, and we used a part of such proceeds to repay omgoutstanc
long-term debts. As a result, we incurred a lower interest expense of $0.6 million (Rs.27.8 million) in 2002 comparestéstan int
expense of $1.8 million (Rs.86.5 million) in 2001. Other income also included a gain of $0.4 million (Rs.18.8 millionpndhe s
investments in 2002 compared to a loss of $0.1 million (Rs.4.4 million) on this account in 2001. This was partly offsestgridte
dividend income of $0.7 million (Rs.33.9 million) in 2002 compared to interest and dividend income of $1.2 million (Rdi6&)dmil

2001.

Income TaxesOur income taxes were $8.6 million (Rs.412.3 million) in 2002, representing an increase of $4.2 million (Rs.199.2 million)
or 94.5%, from income taxes of $4.4 million (Rs.213.1 million) in 2001. This was partly on account of a decrease in théttax ben

available under Section 10A of the Indian Income Tax Act, from 100% to 90% for the year ended March 31, 2003, and partly

account of higher foreign taxes.

Net Income:Our net income was $36.0 million (Rs.1,728.6 million) in 2002, representing an increase of $9.7 million (Rs.460.0 million)
or 36.8%, from net income of $26.3 million (Rs.1,268.6 million) in 2001. Net income as a percentage of our revenues at8ei%ed t
in 2002 from 18.5% in 2001.
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Year Ended December 31, 2001 Compared to Year Ended December 31, 2000

RevenuesOur revenues were $142.6 million (Rs.6,881.5 million) in 2001, representing an increase of $41.4 million (Rs.2,149.9 millior
or 40.9%, from revenues of $101.2 million (Rs.4,731.6 million) in 2000. The increase in our revenues was primarily atiibatable
increase in the volume of services delivered by us to the GE Group and State Farm Insurance. In 2001, we derived revehues of {
million (Rs.4,695.5 million) from the GE Group and State Farm Insurance, representing an increase of $34.5 million (RsllioiA0.6

or 55.0%, from revenues of $62.8 million (Rs.2,934.9 million) derived from these clients in 2000.

As part of the GE Group’s increased emphasis on entering into fixed-price contracts (including fixed-price SLA contracts), tl
proportion of our revenues from fixed-price contracts rose in 2001 compared to 2000.

We continued to derive a significant proportion of our revenues from clients located in the United States. In 2001 and 2000,
derived 84.4% and 81.4% of our revenues, respectively, from clients located in the United States. Clients from the insuran
manufacturing and financial services industries continued to contribute a large proportion of our revenues. In 2001 aed 2000,
insurance, manufacturing and financial service industry segments together comprised 76.0% and 72.6% of our revenudg, respect

Cost of RevenueDur cost of revenues was $82.1 million (Rs.3,963.7 million) in 2001, representing an increase of $23.0 millior
(Rs.1,202.0 million), or 39.0%, from cost of revenues of $59.1 million (Rs.2,761.7 million) in 2000. Although there wase theooe
utilisation rate from 72.1% in 2000 to 59.0% in 2001, cost of revenues represented 57.6% and 58.4% of our revenues20@001 and
respectively. Cost of revenues as a percentage of revenues remained approximately the same primarily due to highere®alised y
and higher proportion of offshore revenues in 2001.

Gross Profit:Our gross profit was $60.4 million (Rs.2,917.8 million) in 2001, representing an increase of $18.3 million (Rs.947.8 million)
or 43.5%, from a gross profit of $42.1 million (Rs.1,970.0 million) in 2000. Gross profit as a percentage of our revensed tocre
42.4% in 2001 from 41.6% in 2001 primarily due to higher revenues and lower cost of revenues as a percentage of revenues.

Selling, General and Administrative Expense®ur selling, general and administrative expenses were $28.6 million (Rs.1,379.8
million) in 2001, representing an increase of $11.5 million (Rs.581.8 million), or 67.5%, from selling, general and adwveinistrat

expenses of $17.1 million (Rs.798.0 million) in 2000. As a percentage of our revenues, selling, general and administraése expe
increased to 20.1% in 2001 from 16.9% in 2000.

The increase in selling, general and administrative expenses in 2001 was primarily due to an increase in the sales teamtfrom 43
December 31, 2000 to 71 as at December 31, 2001 and increase in personnel costs.

Provision for Doubtful Debts and AdvanceProvision for doubtful debts and advances was $1.1 million (Rs.51.7 million) and $1.1
million (Rs. 53.5 million) in 2001 and 2000, respectively. The provision for doubtful debts and advances as a percentage of rev
was lower in 2001 on account of better collection efforts.

Foreign Exchange GainsOur foreign exchange gains were $0.6 million (Rs.29.7 million) in 2001, representing a decrease of $0.!
million (Rs.21.8 million), or 44.1%, from a foreign exchange gain of $1.1 million (Rs.51.5 million) in 2000. The foreigryexgdian
were higher in 2000 on account of a higher depreciation of the Rupee against the U.S. Dollar in 2000 as compared to 2001.

Operating Income:Our operating income was $31.4 million (Rs.1,516.1 million) in 2001, representing an increase of $6.4 million
(Rs.346.1 million), or 25.5%, from operating income of $25.0 million (Rs.1,170.0 million) in 2000. However, as a perceaviageas,
operating income decreased to 22.0% in 2001 from 24.7% in 2000, primarily due to an increase in selling, general antha@ministre
expenses.

Other Income:We incurred an expense of $0.7 million (Rs.34.3 million) in 2001 compared to other income of $1.8 million (Rs.86.Z
million) in 2000. This was principally attributable to a loss of $0.1 million (Rs.4.4 million) on the sale of investmedisdar@pPared
to a gain of $2.5 million (Rs.115.2 million) on the sale of investments in 2000.

Income TaxesOur income taxes were $4.4 million (Rs.213.1 million) in 2001, representing a decrease of $0.3 million (Rs.6.9 million]
or 6.2%, from income taxes of $4.7 million (Rs.220.0 million) in 2000. The reduction in taxes in 2001 is primarily duestbteechsc
outside India.

Net Income:Our net income was $26.3 million (Rs.1,268.6 million) in 2001, representing an increase of $4.1 million (Rs.232.5 million)
or 18.7%, from net income of $22.2 million (Rs.1,036.1 million) in 2000. However, net income as a percentage of our renezrages de
t0 18.5% in 2001 from 21.9% in 2000 due to reasons explained above.
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Quarterly Results of Operations

The following tables present certain unaudited quarterly statements of income data for each of the seven quarters frim Janua
2002 through September 30, 2003. The information relating to these quarters is derived from our unaudited combined/consolid:
financial statements as per U.S. GAAP in U.S. Dollars, and in our opinion included all adjustments, consisting only of norm
recurring adjustments, necessary for a fair presentation of that information. The results of operation for any quantecessardy
indicative of results to be expected for any future period.

Our quarterly operating results may continue to fluctuate from quarter to quarter. Therefore, we believe that period-to-peri
comparisons of our results of operations are not necessarily meaningful and should not be relied upon as an indicattaneof our f
performance. It is possible that in the future some of our quarterly results of operations may be below the expectatkats of ma
analysts and our investors, which could lead to a significant decline of the share price of our Equity Shares.
(US$ in thousands)
Three months ended
March 31, June 30, September 30, December 31, March 31, June 30, September

2002 2002 2002 2002 2003 2003 30, 2003
Revenues 41,574.0 45,730.1 48,384.4 52,585.2 53,473.7 59,712.6 67,324.1
Cost of revenues 23,248.4 23,091.2 26,903.2 28,129.4 31,745.2 37,169.9 39,282.1
Gross profit 18,325.6 22,638.9 21,481.2 24,455.8 21,728.5 22,542.7 28,042.0
Selling, general and administrative 9,004.9 10,369.6 9,735.8 12,352.6 11,274.5 13,869.1 15,052.2
expenses
Provision for doubtful debts and 434.9 458.6 485.0 369.4 542.7 (357.5) 229.9
advances
Foreign exchange gain / (loss) (398.1) (337.6) 166.0 252.2 220.5 (196.6) (257.9)
Operating income 9,283.9 12,148.3 11,094.4 11,481.6 9,690.8 9,227.7 13,017.8
Other income /(expense) - - - - - -
Interest and dividend income 188.6 179.1 224.7 113.2 58.2 647.7 287.0
Interest expense (327.3) (141.8) (87.8) (22.4) (8.8) (4.4) (7.6)
(Loss) on sale of investments, net (63.2) 0.7 118.7 334.7 789.0 288.5 37.3
Other income net 55.7 3.4 19.7 (3.5) (53.8) 76.5 18.5
Income before income taxes 9,137.7 12,189.7 11,369.7 11,903.6 10,475.4 10,236.0 13,353.0
Income taxes 1,576.4 2,015.0 1,774.9 3,222.5 1,824.2 1,811.3 2,036.7
Net income 7,561.3 10,174.7 9,594.8 8,681.1 8,651.2 8,424.7 11,316.3

Convenience TranslatiorPlease refer to “Currency of Presentation” on page C of this Prospectus for information on translation o
all periods presented, which is being done solely for SEBI purposes, and should not be relied upon.

(Rs. in thousands)
Three months ended

March 31, June 30, September 30, December 31, March 31, June 30, September

2002 2002 2002 2002 2003 2003 30, 2003
Exchange rate 48.83 48.91 48.40 48.00 47.53 46.40 45.78
Revenues 2,030,060.7 2,236,660.1 2,341,805.0 2,524,089.5 2,541,605.8 2,770,663.9 3,082,098.9
Cost of revenues 1,135,219.8 1,129,391.1 1,302,113.4 1,350,213.6 1,508,848.1 1,724,683.9 1,798,334.4
Gross profit 894,840.9 1,107,269.0 1,039,691.6 1,173,875.9 1,032,757.7 1,045,980.0 1,283,764.5
Selling, general and administrative 439,710.6 507,178.0 471,210.9 592,923.8 535,874.9 643,527.2 689,088.3
expenses
Provision for doubtful debts and 21,236.4 22,427.6 23,475.2 17,731.1 25,796.1 (16,588.4) 10,526.1
advances
Foreign exchange gain (loss) (19,439.0) (16,508.0) 8,032.5 12,105.4 10,478.1 (9,121.9) (11,806.3)
Operating income 453,332.9 594,171.4 536,973.0 551,115.6  460,608.6 428,163.1 595,956.4
Other income /(expense)
Interest and dividend income 9,211.0 8,761.2 10,875.9 5,431.4 2,766.0 30,052.1 13,139.6
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Three months ended

March 31, June 30, September 30, December 31, March 31, June 30, September
2002 2002 2002 2002 2003 2003 30, 2003
Interest expense (15,981.0) (6,934.5) (4,253.7) (1,073.5) (417.7) (202.5) (346.2)
(Loss) on sale of investments, net  (3,087.0) 36.3 5,744.6 16,063.5 37,498.7 13,387.2 1,708.8
Other income net 2,719.9 164.0 954.2 (165.0) (2,558.7) 3,551.8 845.6
Income before income taxes 446,195.8 596,198.4 550,294.0 571,372.0 497,896.9 474,951.7 611,304.2
Income taxes 76,978.1 98,553.1 85,906.5 154,679.5 86,707.2 84,046.4 93,240.5
Net income 369,217.7 497,645.3 464,387.5 416,692.5 411,189.7 390,905.3 518,063.7

The following tables set forth the break-down of our revenues by the type of client contract, by industry, by geograptljeand by
concentration for each of the seven quarters from January 1, 2002 through September 30, 2003.

Revenues by type of contract

Three months ended

March 31, June 30, September 30, December 31, March 31, June 30, September
2002 2002 2002 2002 2003 2003 30, 2003
Time and Material 48.0% 47.4% 49.2% 48.2% 46.6% 51.3% 54.7%
Fixed-Price (including Fixed-Price SLA) 51.9% 52.5% 50.8% 51.8% 53.1% 48.6% 45.3%
Others” 0.1% 0.1% 0.0% 0.0% 0.3% 0.1% 0.0%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
@  See note 21.1.2 of our unaudited consolidated financial statements under U.S. GAAP on page 233 of this Prospectus
Revenues by Industry Segments
Three months ended
March 31, June 30, September 30, December 31, March 31, June 30, September
2002 2002 2002 2002 2003 2003 30, 2003
Insurance 40.3% 39.5% 37.0% 36.0% 35.7% 34.4% 32.4%
Manufacturing 23.2% 25.5% 29.8% 29.2% 28.3% 30.1% 27.3%
Financial Services 13.7% 14.9% 12.7% 14.1% 14.3% 16.0% 17.1%
Others 22.8% 20.1% 20.5 % 20.7% 21.7% 19.5% 23.2%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Revenues by Geographic Segments
Three months ended
March 31, June 30, September 30, December 31, March 31, June 30, September
2002 2002 2002 2002 2003 2003 30, 2003
USA 86.9% 88.0% 87.2% 88.1% 89.1% 89.7% 88.0%
Europe (including UK) 6.3% 7.0% 7.7% 7.6% 7.1% 7.3% 7.3%
Japan 5.2% 3.3% 3.1% 3.0% 2.3% 2.0% 3.7%
Others 1.6% 1.7% 2.0% 1.3% 1.5% 1.0% 1.0%
Asia-Pacific (excluding Japan) 1.2% 0.7% 1.2% 0.8% 1.0% 0.7% 0.6%
Rest of the World 0.4% 1.0% 0.8% 0.5% 0.5% 0.3% 0.4%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Revenues by clients
Three months ended
March 31, June 30, September 30, December 31, March 31, June 30, September
2002 2002 2002 2002 2003 2003 30, 2003
GE Group 53.6% 52.9% 48.1% 49.0% 48.9% 43.3% 36.8%
State Farm Insurance 15.4% 15.6% 16.4% 16.4% 17.1% 17.8% 17.4%
Top 5 Clients 79.6% 77.7% 74.7% 74.1% 74.4% 71.3% 66.6%
Top 10 Clients 86.3% 85.6% 84.5% 85.2% 84.2% 80.9% 77.9%
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Liquidity and Capital Resources

Our growth has been financed largely by cash generated from operations and, to a lesser extent, from the proceedbf the iss
Equity Shares. In 2000, we received approximately $6.0 million (Rs. 279.4 million) in gross proceeds from the issue idEegiity S
to GE Capital. In September 2002, GA made an equity investment of approximately $57.0 million (Rs. 2,736.0 million) inghg. Comp

As at September 30, 2003, we had $ 28.4 million (Rs. 1,298.2 million) in cash and cash equivalents, $3.8 million (Rdidrv4.3 mil
invested in liquid mutual funds, $48.2 million (Rs. 2,206.1 million) invested in securities, $123.7 million (Rs. 5,661 Bimillarking

capital and no outstanding bank borrowings or long-term debt. We believe that a sustained reduction in IT spending,@slonger s
cycle, and a continued economic downturn in any of the various industry segments in which we operate, could result iima declin
our revenues and negatively impact our liquidity and capital resources.

Net cash provided by operating activities was $21.9 million (Rs. 1,001.0 million) and $30.9 million (Rs. 1,495.2 mill@n)na th
months ended September 30, 2003 and 2002, respectively. Net cash provided by operations was lower in the nine months e
September 30, 2003 as compared to the nine months ended September 30, 2002 primarily due to increases in costs and esti
earnings in excess of billings on uncompleted contracts and other current assets and decreases in taxes payable ant other ¢
liabilities. These were partly offset by higher depreciation and amortisation, increases in deferred taxes accrued exgibeses and
liabilities. Accounts receivable as a percentage of the revenues over the preceding 12-month period represented 23.3%sand 26.!
at September 30, 2003 and 2002, respectively.

Costs and estimated earnings in excess of billings on uncompleted contracts increased by $6.0 million (Rs. 272.9 mgitbe) durin
nine months ended September 30, 2003, compared to $0.4 million (Rs. 18.0 million) in the nine months ended Septemi@itD, 2002.
current assets increased by $3.4 million (Rs. 154.0 million) during the nine months ended September 30, 2003 compaitidio $4.4 m
(Rs. 214.6 million) during the nine months ended September 30, 2002. Taxes payable decreased by $2.9 million (Rs. 183.2 milli
during the nine months ended September 30, 2003 compared to an increase of $5.5 million (Rs. 267.0 million) during tkiesnine mo
ended September 30, 2002. Other current liabilities decreased by $0.2 million (Rs. 9.1 million) during the nine monthemntded Se

30, 2003 compared to an increase of $2.3 million (Rs. 111.2 million) during the nine months ended September 30, 2002.

Depreciation and amortisation expenses increased to $6.5 million (Rs. 297.7 million) during the nine months ended Segtf8ber 30,
compared to $4.3 million (Rs. 207.9 million) during the nine months ended September 30, 2002. Deferred tax expensesilliere $0.2 m
(Rs. 11.2 million) during the nine months ended September 30, 2003 compared to deferred tax income of $2.6 million (Reri)24.0 mi
during the nine months ended September 30, 2002. Accrued expenses increased by $6.0 million (Rs. 272.6 million) during the 1
months ended September 30, 2003 compared to $3.8 million (Rs. 186.0 million) during the nine months ended September 30, 2
Other liabilities increased by $2.0 million (Rs. 91.2 million) during the nine months ended September 30, 2003 companatlicm$0.8
(Rs. 37.5 million) during the nine months ended September 30, 2002.

Our billings in excess of costs and estimated earnings on uncompleted contracts decreased by $0.8 million (Rs. 35.4hmillion) in
nine months ended September 30, 2003 compared to an increase of $0.9 million (Rs. 44.4 million) in the nine months ehaed Septe
30, 2002.

Net cash used in investing activities was $27.9 million (Rs.1,278.4 million) and $35.9 million (Rs. 1,737.9 million) fer thenths
ended September 30, 2003 and 2002, respectively. Net cash used in acquisition of additional property, plant and equipment fo
nine months ended September 30, 2003 and 2002, was $10.6 million (Rs.485.2 million) and $9.7 million (Rs. 471.4 milliively.espe

Net cash used in financing activities was $0.9 million (Rs. 43.0 million) for the nine months ended September 30, 20688rat again
cash provided of $11.0 million (Rs. 531.3 million) for the nine months ended September 30, 2002. During the nine months enc
September 30, 2002, $30.8 million (Rs.1,476.0 million) was used to acquire Patni Computer Systems, Inc., accounteithidicas distr

to shareholders and $10.9 million (Rs. 526.7 million) was used for repayment of short-term borrowings from banks and preferi
stock. This was offset with net proceeds received from issuance of redeemable common shares amounting to $55.5 milich (Rs.2,€
million).

Quantitative and Qualitative disclosures about market risk
General

Market risk is the loss of future earnings, to fair values or to future cash flows that may result from a change in tiaefipaceial
instrument. The value of a financial instrument may change as a result of changes in the interest rates, foreign curregey exche
rates, commaodity prices, equity prices and other market changes that affect market risk sensitive instruments. MattkigiLriaklis a

to all market sensitive financial instruments including foreign currency receivables and payables.

Our exposure to market risk is a function of our borrowing activities and revenues generating activities in foreign cuarthacy an
activity of investment in securities and liquid mutual fund units. The objective of market risk management is to avoic excessi
exposure of our earnings and equity to loss. Most of our exposure to market arises out of our foreign currency accobitgs receive

89



Patni Computer Systems Limited

Risk Management Procedures

We manage market risk through treasury operations. Treasury operation’s objectives and policies are approved by seniagitmanage
and the board. The activities of treasury operations include management of cash resources and investment in securidies and |
mutual fund units, implementing hedging strategies for foreign currency exposures, borrowing strategies, if any, and ensur
compliance with market risk limits and policies.

Components of Market Risk

Exchange Rate Riskur exposure to market risk arises principally from exchange rate risk. Even though our functional currency i
the Rupee, we transact a major portion of our business in foreign currencies, particularly the U.S. Dollar. The exchetnge=rate b
the Rupee and the Dollar has changed substantially in recent years and may fluctuate substantially in the future. Catgequently
results of our operations are adversely affected as the Rupee appreciates against the U.S. Dollar. Our exchange raitly risk prin
arises from our foreign currency revenues, receivables and payables. We have sought to mitigate the risks of changes in for
exchange rates on our operating results by purchasing foreign exchange forward contracts. As at September 30, 2003, we
outstanding forward contracts in the amount of $39.0 million. These contracts typically mature within twelve months, ttladt be se
on the day of maturity and may be cancelled subject to the payment of any gains or losses in the difference betweer the con
exchange rate and the market exchange rate on the date of cancellation. We use these instruments only as a hedging dnechani:
not for speculative purposes. We may not purchase contracts adequate to insulate ourselves from foreign exchange currency
In addition, any such contracts may not perform adequately as a hedging mechanism. We may, in the future, adopt more ac
hedging policies, and have done so in the past.

Interest Rate RiskOur surplus cash resources are typically invested in Mutual fund units and overnight sweep funds. All the
investments are in Mutual funds / Overnight sweep funds with debt portfolios of short tenor. These investments are exposec
interest rate risk whereby any increase in interest rates may negatively impact the fair value of the investments. Aigstitie we

risk by investing in short duration funds and by adequate diversification of investments.

Fair Value.The fair value of our market rate risk sensitive instruments approximates their carrying value.
Recent Accounting Pronouncements under U.S. GAAP

In November 2002, the Emerging Issues Task Force (EITF) reached a consensus on Issue NRev@h24 Arrangements with
Multiple DeliverablesThis Issue addresses when and, if so, how an arrangement involving multiple deliverables should be divide
into separate units of accounting, where the deliverable (the revenue generating activities) are sufficiently separalele and
standalone value to the customer. It is also necessary that there exist sufficient evidence of fair value to separatelyssoeunt

or all of the deliverables. The Company adopted EITF Issue No. 00-21 effective July 1, 2003 and concluded that the #toption of
consensus did not have a material impact on its revenue recognition policies.

In December 2002, the FASB issued SFAS No. 148, Accounting for Stock-Based Compensation-Transition and Disclosure,
amendment of FASB Statement No. 123. SFAS No. 148 amends SFAS No. 123, Accounting for Stock-Based Compensation, to pro
alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based emplo
compensation. In addition, SFAS No. 148 amends the disclosure requirements of SFAS No. 123 to require prominent disclosure
both annual and interim financial statements about the method of accounting for stock-based employee compensation tind the ¢
of the method used on reported results. The disclosure provisions of SFAS No. 148 are applicable for fiscal periods fieginning ¢
December 15, 2002. The Company adopted the intrinsic value based method of APB Opinion No. 25 to account for its employee s
based compensation plans. Further, the Company adopted the disclosure provisions of SFAS No. 148.

In January 2003, the FASB issued FIN No. 46, Consolidation of Variable Interest Entities-an interpretation of Accounticly Resear
Bulletin No. 51. FIN No. 46 is applicable to all variable interest entities created after January 31, 2003. In respduedhtendéat
entities created before February 1, 2003, FIN No. 46 will be applicable from fiscal periods beginning after June 15,200 dre
believes that the adoption of FIN No. 46 will not have a material impact on the consolidated financial statements of thye Compar

In April 2003, the FASB issued SFAS No. 149, Amendment of Statement No. 133 on Derivative Instruments and Hedging Activitie
SFAS No. 149 amends and clarifies financial accounting and reporting for derivative instruments, including certain derivati
instruments embedded in other contracts and for hedging activities under SFAS No. 133. SFAS No. 149 is effective for contre
entered into or modified after June 30, 2003 and for hedging relationships designated after June 30, 2003. The Comptagy adopte
provisions of SFAS No. 149 effective July 1, 2003 and this adoption did not have a material impact on the consolidatéd financ
statements of the Company.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with Characteristics of BothsLiabilitie
and Equity. The statement requires issuers to classify as liabilities (or assets in some circumstance) three classadirgf freesta
financial instruments that embody obligations for the issuer. Generally, the statement is effective for financial insttensshts e
into or modified after May 31, 2003 and is otherwise effective at the beginning of the first interim period beginningeafter2Re8.
The Company adopted the provisions of SFAS No. 150 effective July 1, 2003 and concluded that its adoption did not have an img
on its consolidated financial statements.
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SECTION V : LEGAL AND REGULATORY INFORMATION
OUTSTANDING LITIGATIONS

Except as described below, there are no outstanding litigation, suits or criminal or civil prosecutions, proceedingsilitidax lia
against our Company, and there are no defaults, non payment of statutory dues, overdues to banks/ financial institutons, def:
against banks/ financial institutions, defaults in dues payable to holders of any debentures, bonds or fixed deposéss and arre
preference shares issued by the Company, defaults in creation of full security as per terms of issue/other liabiliti@sygproceed
initiated for economic/civil/any other offenses (including past cases where penalties may or may not have been awarded
irrespective of whether they are specified under paragraph (i) of part 1 of Schedule XllI of the Companies Act, 1956] tlieatAtoul

in a material adverse effect on our consolidated business taken as a whole.

Against our Company
Sr.No. Appeal No./ Dated Complainant/ Respondent Name & Address ~ Amount Under Nature of
Case No. Applicant of the Court/ Consideration Case
Arbitration
Panel
Direct Tax Related
1 R.A.Nos. 81& 82 / September 3, 1992 Income Tax Patni Computer  High Court, Approx. Rs.2.2 Appeal against the
PN /1992 Arising Department Systems Limited Mumbai million Order of Income Tax
Out of I.T.A.No. (exclusive of Appellate Tribunal
1045 & 1212 /| PN interest, if any) for assessment
year 1989-90
2 1359 / PN / 92 February 11, 1993 Income Tax Patni Computer  Income Tax Approx. Rs.0.8 Appeal against the
Department Systems Limited Appellate million Order of CIT[A] for
Tribunal, (exclusive of assessment
Pune interest, if any) year 1990-91
Indirect Tax Related
3 301/02 January 2, 2003 Asst. Patni Computer Joint Approx. Rs.0.3 Sales Tax
Commissioner  Systems Limited Commissioner million Appeal
Trade Tax, Appeal-3, (The Company against non-
Khand-1 Noida Trade Tax, has paid 40% submission
Noida of this amount of Form 31

on March 8,

2003 and given a
bank guarantee
of 60% to The
Asst. Comm. of

Trade Tax
Khand - 1,
Noida.)

Against our Company by employees

An arbitration case has been initiated by Mr. Sikhar Roy, an employee of the Company. The total damages claimed irtithmis arbitra

proceeding is Rs.169,000.

By our Company
Sr.No. Appeal No./ Dated Complainant/ Respondent Name & Address ~ Amount Under Nature of
Case No. Applicant of the Court/ Consideration Case
Arbitration
Panel
Direct Tax Related
1 Form No.35 April 7, 2003 Patni Deputy The lipact not Appeal against the
assessment year Computer Commissioner Commissioner material Order of Assistant
2000-2001 Systems oflIncome Tax, of Income Deputy Commissioner
Limited Circle 1(2), Pune  Tax (Appeals) of Income Tax,
I, Pune Circle 1(2),
Pune assessment year
2000-01
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Sr. No. Appeal No./ Dated Complainant/ Respondent Name & Address ~ Amount Under Nature of
Case No. Applicant of the Court/ Consideration Case
Arbitration
Panel
Intellectual Property Rights Related
2 DEL-T-4585/99659 May 19, 2003 Patni Patni Art The Registrar Not known Notice of
Computer Printers Private of Trade Marks, opposition in
Systems Limited Trade Marks respect of
Limited Registry, Delhi alleged
trademark
infringement
has been taken
on record by
Trade Mark
Registry
Customer Related
3 Petition No0.903 Patni Flexex High Court, Approx.Rs.7.6  Winding Up
of 2002 Computer Echnology Mumbai million Petition
Systems India Private
Limited Limited

By the Company against employees

There are a total of 54 cases referred for arbitration with reference to service agreements or visa related issue&agddyserIr

The total damages claimed by the Company from the employees in these cases is Rs.8.1 million. In addition, there a24 a total ¢
cases where arbitration proceedings have started with reference to service agreements or visa related issues. The total dal
claimed by the Company from the employees in these cases is Rs.3.8 million.

Against our Subsidiaries

Except as described below, there are no outstanding litigation, suits or criminal or civil prosecutions, proceedingkilitidax lia
against our subsidiaries, and there are no defaults, non-payment of statutory dues, overdues to banks/ financial instituti
defaults against banks/ financial institutions, defaults in dues payable to holders of any debentures, bonds or fixedrakposits,
arrears on preference shares issued by subsidiaries of the Company, (including past cases where penalties may or negynnot hav
awarded and irrespective of whether they are specified under paragraph (i) of part 1 of Schedule XIII of the Compani@stidat, 195
would result in a material adverse effect on our consolidated business taken as a whole.

Patni Computer Systems (UK) Limited

Sr.No. Appeal No./ Dated Complainant/ Respondent Name & Address Amount Under Nature of
Case No. Applicant othe Court/ Consideration Case
Arbitration
Panel
1 2302943/2002 June 10, 2002 Mr. Anil Paul Brennand  Employment The maximum  Unfair
(Date originating Ramchandani  &Patni Tribunals, liability for dismissal
application) Computer Regional Office, unfair Race

Systems (UK) Ltd  Montague Court, dismissal is discrimination
101 London Road, U.K. Pounds
West Croydon CR 53,500
02 RF (Approx.
Rs.4.0 million).
There is no
cap for racial
discrimination

charge.

Against our Directors

Except as described below, there are no outstanding litigation, suits or criminal or civil prosecutions or proceedingsasnddhe
defaults, non-payment of statutory dues, overdues to banks/ financial institutions or defaults against banks/ finartimakinstitu
by our Directors (including past cases where penalties may or may not have been awarded and irrespective of whether they
specified under paragraph (i) of part 1 of Schedule XIII of the Companies Act, 1956).
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Mr. Narendra K. Patni, Mr. Gajendra K. Patni and Mr. Ashok K. Patni
Please refer to the disclosure provided below under litigations against our promoters.

Mr. Anupam Puri
Actions initiated by SEBI in respect of ICICI Bank in which Mr. Anupam Puri is a director are as detailed below:

a)

b)

During SEBI’s inspection of the debenture trustee operations of the erstwhile ICICI Limited, observations on certailingsortcom

were made by SEBI in its inspection report. The erstwhile ICICI Limited had initiated suitable action based on SEBI report al
had submitted a detailed reply to SEBI. The matter is being examined by SEBI. The erstwhile ICICI Limited had subsequent
with a view to exit the business, been divesting the portfolio of debenture trusteeship in favour of other debenture truste
ICICI Bank continues to act as a debenture trustee for the remaining companies for which ICICI Limited was a debenture trust

SEBI had issued a notice in the matter of North Star Gems (India) Limited to show cause as to why Bhadra, Ahmedabad bra
of the erstwhile Bank of Madura should not be suspended from conducting merchant banking activities for a period of 6 mont
ICICI Bank filed a detailed reply with SEBI. SEBI in terms of their order dated October 16, 2002 took note of the facttadt RBI
not indicated any malafide actions on the part of the bank officials and also the fact that the bank had taken disciptinary act
against the concerned employees and issued a warning to the Bhadra branch of ICICI Bank with further direction to that bral
to act with due skill, care and diligence while acting as banker to an issue.

Mr. Pradip Shah
Actions initiated by SEBI in respect of Prudential ICICI Mutual Fund in which Mr. Pradip Shah is a director are as detaited bel

a)

b)

d)

e)

A warning letter was issued to ICICI Mutual Fund on October 22, 1997 with respect to findings of the inspection report for tt
period 1995-96 which indicated that the valuation method followed by the fund with regard to listed and quoted/listed ar
unquoted/privately placed fully convertible and non-convertible debentures was not in accordance with the valuation meth
set forth in their accounting policy. The fund has subsequently confirmed compliance.

A warning letter was issued on July 14, 1999 for lack of due diligence observed in the filing of the soft copy of iheuofientd
of the Prudential-ICICI Gilt Fund.

A warning letter was issued on January 5, 2000 as the draft offer document of Prudential-ICICI Technology Fund did n
disclose the scheme specific risk factors as required in accordance with the standard offer document and one NAV figure \
incorrect for April 1999.

A warning letter was issued on July 27, 2000 for not disclosing necessary supporting figures for calculation of returns and-
not compounding figures for returns since inception in advertisements published in newspapers in case of Prudential-IC|
Plan. All the investors who invested in the plan after the said advertisement were given an option to exit without athy exit loe

With respect to the inspection report for the period April 1, 1999 to March 30, 2000, warning letters were issued o $@ptembe

2001 for errors of omission in various reports submitted to SEBI and for grossly overstating the annualised return of FMCG Pl
in the offer document of the Gilt Fund, under condensed financial information for the period ended June 30, 1999 angl further
fund was also issued a deficiency letter for printing/reporting errors in accounting statements for the year ended Maéch 31, 2
pointed out by the auditors in their inspection report.

Against our Promoters

Except as described below, there are no outstanding litigation, suits or criminal or civil prosecutions or proceedingssor dispu
against our promoters and there are no defaults, non-payment of statutory dues, overdues to banks/ financial instifatities or de
against banks/ financial institutions, by our promoters (including past cases where penalties may or may not have besmdawardec
irrespective of whether they are specified under paragraph (i) of part 1 of Schedule XllI of the Companies Act, 1956).
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Criminal Cases pending against Mr. Gajendra K. Patni and Mr. Ashok K. Patni in their capacity as Directors of companies other
than the Company

Sr.No.  Parties, Description Adjudicating Case No. Date of filing Issues Amount Status
of the matter Authority (Rs.)

1 Sumant Singh v/s. Court of Ld. Judicial 1071(C)96  January 22, 2001 The Court has taken Nil A compromise
Sterlite Industries Magistrate, 1st Class, 767/02 cognisance under petition was filed
(1) Ltd. (“SIIL") Patna (Revision on Petition) Section 420 of IPC jointly by the
PCSIL and authorised and issued summons complainants and
signatory PCS Industries to the parties named the parties. An
Ltd. are named as parties in the complaint. The application under
no. 3 & 4. The complainant shares appeared to Section 205 of Cr.
has alleged that 50 fully have been misplaced PC was filed. The Ld.
convertible debentures were and on receipt of Magistrate insisted
sent to party no. 2 Company the notice procedure the presence of the
Secretary, SlIL along with for issuance of parties mentioned in
transfer deed for transfer in duplicate share the petition. Matter
the year 1994. The certificate were i®eing pursued for
complainant has filed the initiated and the withdrawal of the
case under Section 1208, duplicate share case as the
409, 420, 468 and 471 of IPC. certificates along with complainant’s

the outstanding deands have been
dividends were met with.
handed to the The date of hearing
complainant is March 8, 2003.
through the court. The next date of
hearing is November
11, 2003 for purposes
admission hearing of
the Criminal
Revision Petition.

2 Elpee Commercial Ltd. Court of the CI2809/00 April 11, 2002 Non receipt of 400 Nil Application filed under
v/s. Sterlite Industries (1) Ltd. Magistrate at Calcutta  171/01 shares out of 1000 sent sections 204 and 205 of
PCSIL is party no. 2, with the Session Court for transfer. Out of the Cr. PC were rejected by
two Joint Managing Directors 400 shares, 100 shares Ld. Magistrate. The
and two Executive Directors have been transferred rejection was challenged
of PCSIL also named as parties in compliance with inthe Session Court at
no. 3, 4,5 & 6. The complaint Company Law Board Calcutta which modified
pertains to non receipt of 400 Order to a third party partially the Lower Court
shares out of 1000 alleged to and another 100 shares Order and set aside the
have been sent for transfer to have been transferred issue of warrant and
the office of party no. 1 at in favour of third party Order of attachment. The
Waluj. Summons have been and balance 200 shares matter is now being
issued under section 406, 467, are under stop transfer. pursuedinthe
468, 120B and 34 of IPC. Honourable High

Courtat Calcutta

under CR.No. 171

of 2001 and proceedings
are pending.

3. Dinesh Chandra Additional Chief 759 0f 2001 Not available The complainant Nil An application
Tiwariv/s. Sterlite Metropolitan has already filed a under Section 305
Industries (1) Ltd. PCS Magistrate at title | suit under of Cr.PCaswell
Industries Ltd. is named Calcutta 13500f2001in under Section 205
as party no. 8 and joint the City Civil has been filed by
Managing Director and Courtat Calcutta. the parties con-

Company Secretary are Atemporary cerned and the
named as parties 9 and Injunction Order matter had come up
12. The summons have has also been for hearing on
beenissued under obtained in August February 26, 2003.
Sections 120B, 420 and 2001. The civil The complainant

468 of IPC. Fornon case was dismissed. has also applied for
transfer of shares said The complainant restoration of the
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Sr.No.  Parties, Description Adjudicating Case No. Date offiling Issues Amount Status
of the matter Authority (Rs.)
to have been sentto hasinitiated civil case. The date
party no. 1. criminal proceed- of hearing of the

ing thereafter. civil case was
February 4, 2003
and the criminal
case was February
26,2003. The
complainant has
filed a Criminal
Petition against
exemption granted
andthe caseis
coming up for
hearing on October
31,2003 andthe
records fromthe
Lower Courthas
been called for.

4. Hari Om Prakash Courtof Judicial 1111/00 July 25, 2000 The shares had Nil Application under
Srivastava vis. Magistrate at been transferred in Section 205 of Cr
Managing Director, Jamshedpur the name of the P@as filed.

Sterlite Industries (1) third party and Meanwhile the

Ltd. had also been party no. 3in

Managing Director demated. The whose favour the

PCSIL is named as party complainant has shares had been

no. 2. The summons also filed a Civil transferred has filed

were issued under Suit for declaratory gevision petition

sections 120B, 420 and Order under inthe Honourable

34 of IPC fornon petition no. 56 of HigiCourt at

receipt of 100 shares 99in the Court of Ranchi under

sent for transfer to the the Munsiff at petition no. 405 of

registered office of SIIL Jamshedpur 2001. The new

at Waluj. Share Transfer
Agenthas also been
impleaded as a
party in the civil
suit. The last hearing
date was on July 18,
2003 and criminal case
at Jamshedpur was on
August 6, 2003.
Proceedings
pending.

5. Emmadi Ashok Kumar President of District 106/2000 January 19, 2001 The District sB0340  Thepartyno.l
v/s. Sterlite Industries (1) Consumer Forum, PP No. 37/2001 Consumer Forum plus M’s. SIIL has
Ltd. Chairman and \&fangal. ordered issue of interest moved the State
Managing Director, PCSIL 100 shares of Commission at
has been named as party Sterlite Industries Hyderabad and has
no. 2. Petition has been () Ltd. & obtained a Stay
filed under Section 27 under compensation. The Order against the
Consumer Protection Act order was received Order District
for execution of a decree by PCS and sentto Consumer Forum,
awarded by District the company. Hyderabad. The
Consumer Forum, Warangal Meanwhile Notice proceedings are
inrespect of Case no. CD of 106 under section 27 pending for further
0f 2000. The complainant claims to of the Consumer directions in the
have sent 100 shares of SIIL for Protection Actwas matter.
transfer to his name which was not received in August
received by him duly transferred. 2001.
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Sr.No.  Parties, Description Adjudicating Case No. Date offiling
of the matter Authority
6. Premnath v/s. Managing Judicial Magistrate, ~ 367C of 2001 September 15,2001
Directors’ Sterlite Industries 1st Class, Danapur Criminal
(1) Ltd. and Others PCSIL Revision
throughits Managing no. 220/03
Director is named as party arising out of
no. 8in the complaint. 367C0f2001

Notices have beenissued
under sections 34, 120B
and 406 of IPC. Summons
towitnessissued on
September 15, 2001 was
received by PCSIL. The
complainant's daughter
who is the owner of 50
fully convertible debentures
convertible into 100 shares
of SIIL claims that the
share certificates was lost/
misplaced and notice was
sent to the parties regard-
ing the same.

Against our group companies

Patni Computer Systems Limited

Issues Amount Status
Rs)

The complainant's Application has been filed
daughter had filed@vil on November 11, 2001 for
suitin the Court of discharge from further
Munsiff at Danapur under proceedings in the case.

petition no. 81/1997 and
PCSIL had filed areply in
the year 2000 stating that
inthe year 1996 the
complainant was advised to
obtain a Court Injunction
Order prohibiting transfer
of shares which was not
done byhe complainant's
daughter. Meanwhile the
shares were transferred in
multiple names and
demated. The Civil case
was dismissed on July
24,2000 for non-attend-
ance of the party, where
after the complainant filed
acriminal case.

The complainant filed
Revision Petition against
the order of 205 CrPC
granted in our favour.
The Criminal Revision is
listed being no. 220/2003.
Next date has been fixed
on December 8, 2003.

Except as described below, there are no outstanding litigation, suits or criminal or civil prosecutions, proceedingditetadianst

other companies promoted by our promoters, and there are no defaults, non-payment of statutory dues, overdues to kanks/ fin
institutions, defaults against banks/ financial institutions, defaults in dues payable to holders of any debentures,ikehds or f
deposits, and arrears on preference shares issued by our group companies (including past cases where penalties magver may n
been awarded and irrespective of whether they are specified under paragraph (i) of part 1 of Schedule XIII of the Compab&@s Act

PCS Industries Limited

PCS Industries has several criminal and civil prosecutions pending against it, including, pertaining to its erstwhil@btisiyess
as Registrars & Transfer Agents as detailed below:

Criminal cases against PCS Industries Limited

Sr. No. Parties, Description Adjudicating Case No. Date of filing
of the matter Authority
1 Badriprasad G. Trivedi v/s. Consumer Disputes 314/1999 December 21, 2001

PCS Industries Ltd. Redressal Forum,
Non-receipt of amount against Mehsana

100 shares of Vishnu Cement

tendered in the open offer made

by ShriB.V. Raju,

Kalashastheewar Finance Pvt.

Ltd. in the year 1998.

Court Notice received filed a case in the
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Issues Amount
(Rs.)

Status

The complainanthas Rs.10,000  The payment for the 100

Consumer Disputes
Redressal Forum and
has mentioned proceedings
under Section 406 and 420
of IPC for non-receipt
of amount for the
shares tendered.

Plus interest shares tendered was

erroneously sentto the
original holder. On
receipt of the complaint
thre year 1999, PCSIL
had recovered the
demand draft for Rs.
10,000 and the same
had been sentto
defendant no. 2
Kalashasteewar
Finance Pvt. Ltd. for
cancellation of the DD
and issuance of fresh DD
in favour of the
complainant. On receipt
of the Notice from the
Honourable Forum, a
written version has been
submitted by PCSIL
through speed post on
March 16, 2002, for the
hearing on April 8, 2002.
Proceedings pending.
No final Order
received.
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Sr.No.  Parties, Description Adjudicating Case No. Date of filing Issues Amount Status
of the matter Authority (Rs.)
2. Sumant Singh v/s. Sterlite Courtof Ld. Judicial 1071 (C) 96 January 22, 2001 The Court has taken A compromise petition
Industries (1) Ltd. Magistrate, 1st Class, 767/02 (Revision cognisance under was filed jointly by the
PCSIL and authorized signatory Patna on Petition) Section 420 of IPC and complainants and the
PCS Industries Ltd. are named issued summons to the parties. An application
as parties no.. 3& 4. The parties named in the under Section 205 of Cr.
complainant has alleged that complaint. The shares PC was filed. The Ld.
50 fully convertible debentures appeared to have been Magistrate insisted the
were sent to party no. 2 misplaced and on receipt presence of the parties
Company Secretary, SIIL of the notice procedure mentioned in the petition.
along with transfer deed for for issuance of duplicate Matter isbeing pursued
transfer in the year 1994. share certificate were for withdrawal of the
The complainant has filed the initiated and the dupli- caseas theomplainant's
case under Section 1208, 409, cate share certificates demands have been met
420,468 and 471 of IPC. along with the out- with. The next date of
standing dividends were hearing is November 11,
handed to the complai- 2003 for purposes
nant through the court. admission hearing of the
Criminal Revision
Petition.
3. Navin Kumar Agarwal v/s. PCS  Court of Judicial 57(C) of 2001 May 25, 2001 Transfer to third party Nil Awpplication under
Industries Ltd. & Officials of Magistrate, 1st Class, Case No. 552/02 2@0 shares of SIIL Section 204 and 205
PCS Industries Ltd. have been Patna Criminal Revision sent for transfer. seeking granisaem-
named as partiesas 1,4 &5. Petition arising out There was a fraudulent ption for personal
Cognizance have been taken by of 57(C) of 2001 transfer in the favour of appearance as well as
the Magistrate under section 406, third party who has been discharge of the parties
420,467,471 and 120B of IPC. named as party no. 6 was filed which was
in the petition. As the rejected. Petition has
shares have been beenfiled in the Court
demated, the complainant $éssion Judge at Patna
was asked to include the under CR no. 552 of
name of depository as 2002. The matter was
well as the DP. FIR has slated to come up for
been filed by PCS hearing for admission
Industries Ltd. in the on March 8, 2003. Last
year 2000. hearing was held on
September 20, 2003 for
reporting of application
under Sec 305 of CrPC
for 57(C) of 2001. In
respect of Criminal
Revision Petition the
matter has been posted
for hearing on
November 11, 2003.
4. Elpee Commercial Ltd. v/s. Court of the Magistrate C/2809/00 April 11, 2002 Norreceipt of 400 Nil Application filed under
Sterlite Industries (1) Ltd. &alcutta Session Court 171/01 shares out of 1000 sent section 204 and 205 of

PCSIL. is party no. 2, with the
two Joint Managing Directors and
two Executive Directors of PCSIL
also named as parties no. 3,4, 5
& 6. The complaint pertains to
non-receipt of 400 shares out of
1000 alleged to have been sent
for transfer to the office of

party no. 1 at Waluj. Summons
have been issued under section
406, 467, 468, 120B and 34 of
IPC.

for transfer. Out of

the 400 shares, 100
shares have been trans-
ferred in compliance
with Company Law Board
Order to athird party and
another 100 shares have
been transferred in
favour of third party

and balance 200 shares
are under stop transfer.

97

Cr. PC were rejected by
Ld. Magistrate. The
rejection was challeng-
ed the Session Court
&alcutta which modi-
fied partially the lower
Court Order and set aside
the issue of warrant and
Order of attachment.
The matter is now
being pursued in the
Honourable High Court
at Calcutta under CR.
No. 171 of 2001 and
proceedings are
pending.
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Sr.No.  Parties, Description Adjudicating Case No. Date of filing Issues Amount Status
of the matter Authority (Rs.)

5. Dinesh Chandra Tiwari v/s. Additional Chief 759 of 2001 Not available The complainant has Nil An application under
Sterlite Industries (I) Ltd. PCS Metropolitan MagistrateCriminal Revision already filed a title | suit Section 305 of Cr.PC as
Industries Ltd. is named as party ~ at Calcutta no. 84/2003 under 1350 of 2001 in the well under Section 205
no. 8 and Joint Managing Director City Civil Court at has been filed by the
and Company Secretary are Calcutta. A temporary parties concerned and
named as parties 9 and 12. The Injunction Order has also the matter had come up
summons have been issued under been obtained in August for hearing on February
Section 120B, 420 and 468 of IPC. 2001. The civil case was 26, 2003. The complai-
For non-transfer of shares said to dismissed. The complai- nant has also applied for
have been sent to party no.1 nant has initiated restoration of the civil

criminal proceeding case. The date of hear-

thereafter. ing of the civil case was
February 4,2003 and the
criminal case was
February 26, 2003.
The complainant has
filed a Criminal Petition
against exemption
granted and the case is
coming up for hearing
October 31,2003
and the records from the
Lower Court has been
called for.

6. Hari Om Prakash Srivastava Court of Judicial ~ 1111/00 July 25, 2000 The shares had been trans- Nil Application under
v/s. Managing Director, Magistrate at ferred in the name of the Section 205 of Cr. PC
Sterlite Industries (1) Ltd. Jamshedpur third party and had also was filed. Meanwhile
Managing Director PCSIL is been demated. The the party no. 3in whose
named as party no. 2. The complainant has also filed favour the shares had
summons were issued under Cieil Suit for declaratory been transferred has
120B, 420 and 34 of IPC for Order under petition no. filed a revision petition
non+eceipt of 100 shares sent 56 of 99 in the Court of tharHonourable High
fortransfer to the registered the Munsiff at Court at Ranchi under
office of SIIL at Waluj. Jamshedpur. petition no. 405 of 2001

The new Share Transfer
Agent has also been
impleaded as a party in
the civil suit. The last
hearing date was on July
18, 2003 and criminal
case at Jamshedpur was
on August 6, 2003.
Proceedings pending.

Civil cases against PCS Industries Limited

Sr.No.  Parties, Description Adjudicating Case No. First Hearing Issues Amount Status
of the matter Authority Date (Rs.)

1 Sangeeta Agarwal v/s. Calcutta District ~ 297/A/98 & November5,1996  PCS had filed a written Rs.107,500 PCSIL submitted that the
Sterlite Industries (1) Ltd. Forum 298/A/98 statementin year 1998 complainant had not
Non-receipt of 50 FCDs and sent duplicate furnished requisite

98

documents and therefore
the case should be
dismissed.

formalities etc. for issue

of share certificates.
Meanwhile the shares had
been transferred to third
party. The District Forum
dismissed the case as it was
amoney suit and the
complainant was asked to
approach Civil Court.

The complainant thereafter
approached the State
Commission at Calcutta.
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Sr.No.  Parties, Description Adjudicating Case No. First Hearing Issues Amount
of the matter Authority Date (Rs.)
2. Mariyan Joseph v/s. Consumer Disputes ~ 241/2000 Lasthearingdated ~ PCSIL filed a written version Rs.200,000
Sterlite Industries (I) Ltd. Redressal Forum, May 8, 2000 orpril 29, 2000 stating that
Non-receipt of 500 shares Cochin the shares were part of
of SIIL after transfer. stolen property and had been
lodged for transfer by third
party. PCSIL had filed an FIR.
PCSIL had sent objection to
complainant with photocopies
of TDs and share certificates
in 2000. PCSIL has also taken
a stand that the complaint is
not maintainable under the
Consumer Protection Act.
3. SBI, Delhi v/s. Lalit Kumar Court of District 19/99 February 1,1999  SBI has prayed for a decree for Nil
Agarwal & Others. SBI had Judge, Delhi Rs. 105,282 along with interest
filed a case for recovery of 48% and the sale of 2000 shares
amount advanced to given as security against loan
complainant who was borrower granted to complainant for
of SBI to whom 2000 shares purchase of vehicle.
of SIIL were pledged as
securities.
4. Sushma Singhal vis. Consumer Disputes  616/2002 Lastdate The complainant has claimed Rs.108,200
P.C.Fincap Pvt. Ltd., Redressal Forum, of hearing presumptive monetary loss plus
PCS Industries Ltd. is Meerut December for not being able to sell Interest
defendantno.3. The 31,2002 the demated shares.
complainant claims to
have submitted 100 shares
through her DP which has
notbeen demated.
5. Pravinchandra Devchandbhai Consumer District ~ 44/A/98 ditd. July 17, Plaint not received Ni
Lohar v/s. Managing Director Redressal Forum,  17/7/01 2001
Sterlite Industries (f) Ltd. Ahmedabad
Managing Director
PCS Industries Ltd. is
defendantno. 2.
Cause of action unknown as
plaint copy not received.
6. Sunder Sethiv/s. Avon Fincap State Commission, Appealno. Augustl, PCSIL had filed a written Nil
Services Pvt. Ltd. & Others Chandigarh 7202 2001 statement on September 25,
PCS Industries Ltd. is Consumer Disputes 4340f2001 2001 submitting thatthey
Respondentno. 2. The Redressal had ceased to be Share
complainant had filed a case Forumll, Transfer Agentto SIIL and
in District Consumer disputes Chandigarh the shares have notbeen
Redressal Forum Il, Chandigarh received by them. They had
under complaint no. 434 of 2001 advised the complainant to
for non-receipt of 100 shares approach the new Share
sentfor transfer. Transfer Agent for
duplicate share certificates.
7. Kirtikar Pradeep Chandrakant v/s. Consumer Disputes 417/99 PCSIL had filed a written version Rs.107,780
PCS Industries Ltd. The Redressal Forum, on October 10, 2000 contesting
complainant has filed a case for Mumbai the claim of the complainant

presumptive loss claiming that he
had received endorsement stickers
of Bank of Indiawhich were
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Status

as the complainant had failed to
examine the stickers handed over to
him and had proceeded to sell the

Dismissal Order passed by
the Consumer Disputes
Redressal Forum,
Ernakulam, as stated by
M/s. Sharepro Services
vide letter dated October
16, 2003.

Proceedings pending. No
Final Order.

Discharge application
submitted by speed post
on December 16, 2002.

Proceedings pending.

The District Forum
dismissed the case
directing the complainant
tofile acivil suitas
complicated question of
lawwasinvolved. The
complainant thereafter
approached the
Consumer Disputes
Redressal Commission,
Chandigarhwhich
gave an Order reverting
back the case to the District
Forum for consideration on
merits. The new Share
transfer Agents have been
impleaded as a party.

Proceedings pending. Next
date of hearing March 6,
2003. Discharge
application submitted by
PCSIL on June 14, 2002.

The last date of hearing
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Status

Sr.No.  Parties, Description Adjudicating Case No. First Hearing Issues Amount
of the matter Authority Date (Rs.)
misprinted. shares without verifying the

correctness in spite of being advised
todoso.

8. Debasish Karan vis. City Civil Court, SuitNo. 399 Date of suit Matter pertains to paymentofbills ~ Rs.15967
PCS Industries Ltd. The Calcutia of 99 March 27,2001 for data processing work carried out
complainant has filed a suit for by complainant during 1994.
settlement of certain hills for
work carried out by him at PCSIL
Calcutta office

9. PCS Industries Ltd. v/s. State Commission, AppealNo. Date of first The complainanthad claimed
Ramesh S. Baheti. The defendant Bombay 658098 Notice December  Rs. 75,000 towards costand
Mr. Baheti had filed a case in the 16,1995 compensation etc. and interest
Consumer Disputes Redressal onRs. 0.2 million @ 24% being
Forum, Akola for non receipt of the pecuniary loss The District
500 shares after transferin 1994. Forum at Akola passed an ex-parte

Order for payment of Rs.28,785
being the interestand Rs. 5,750
as compensation.

10. Rajashree Rajaram Bhingarde v/s.  CivilJudge, 24411995 March 26,2003 The complainant states that she has Rs4,745
Defendant Nos. Senior Division, notbeen allotted 300 shares or
1. Herdillai Unimers Ltd.; Diwani Judicial refund of Rs.3,000 paid by her
2.PCS Data Products Ltd,; Court, Kolhapur against application which she had
3.Bank of Baroda, Pune. submitted to Bank of Baroda,

Pune branch.
The complainant's complaintis about The complainant’s claim
non-receipt of 300 shares or refund isas below:
0fRs.3,000 pertaining to Defendant Rs.3,000 paid
no. 1, i.e., Herdillai Unimers Ltd. AmountRs. 1,395 interest from
The application was submitted by June 2,1992 @ 18%
her to Defendant no. 3, Rs. 350 notice fees
Bank of Baroda, Pune. Rs.4,745Total
The complainant states that she has
notbeen allotted 300 shares or
refund of Rs.3,000 paid by her
against application which she had
submitted to Bank of Baroda,
Pune branch.

11. State Bank of Indiav/s City Civil Court, 14940f1997 1997 State Bank of Indiahas claimedan ~ Approx.
1. PCSIndustries Ltd. and Ahmedabad amount of approx. Rs.50.3million Rs.50.3

2. Industrial Development
Bank of India

100

with interest alleging gross milion
negligence, conspiracy and fraud
against the company on account of
alleged criminal offence for issue

of unauthorised warrants and which
were presented for payment to the
State Bank of India as a result of
which State Bank of India suffered
ahuge loss and has claimed against
the company and IDBI a sum of
approx. Rs.50.3 million with

interest @ 21.5% p.a. from the date
of suit until the date of realisation

as and by way of compensation.

was on August 12, 2003
onwhich day the Board
was discharged and the
matter was adjourned.
Next date of hearing is on
December 17, 2003.

Proceedings pending. Next
date of hearingison
December 4, 2003.

Being aggrieved by the
order, PCSIL hasfiled a
appealinthe State
Commission at Mumbai
under appeal n0.658 of
1998 and has deposited
R8O in the State
Commission to comply
with the direction.
Proceedings pendings.
Appeal by PCSIL was
allowed and case was
dismissed in our favour by
the Honourable State
Commission vide Order
dated June 9, 2003.

Last date of hearing is
on October 17,2003.
Proceedings pending.

Pending for argument,
hearing and disposal
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Cases against PCS Industries Limited pertaining to statutory authorities
Sr.No.  Parties, Description Adjudicating Case No. Date of Issues Amount Status
of the matter Authority filing (Rs.)
1 Vijaya Bank v/s. Debt Recovery 16270f2000 - Compensation forencashment ~ Approx. Matter has been referred
Sterlite Industries Ltd & Tribunal, Mumbai thudulent dividend warrants Rs.4.5 tchandwriting expert for
Other PCSILis named as million verifying the signatures of
defendantno. 2 plusinterest authorised signatory,
Mr. Shankar, on the
dividend warrants
fraudulently encashed at

Goa. Next hearing date is
October 17, 2003.

Cases against PCS Industries Limited pertaining to securities laws

Pursuant to an inspection on January 22, 1999, SEBI had initiated proceedings against PCS Industries Limited for complia
violations/ irregularities in the PCS Industries Limited’s role as Registrars & Transfer Agents, and imposed a penal§d&3. 5

for violation of Rule 4(1)(b) of the SEBI (Registrars to an Issue & Share Transfer Agents) Rules, 1993. The Securities Appells
Tribunal has upheld the penalty and PCS Industries Limited has filed an appeal in the High Court at Mumbai.

Sr.No.  Parties, Description Adjudicating Case No. Date of Issues Amount Status
of the matter Authority fiing (Rs.)

1 PCS Industries Ltd. v/s. High Court, 441180f2001 November 29, Rs.0.5 million Arappeal has been filed by PCSIL
Securities and Exchange Mumbai 2001 contesting the orders passed by the
Board of India adjudicating officer on May 10, 2001 and

the learned presiding officer of the
Securities & Exchange Board of India
Appellate Tribunal on October 5, 2001.
The case has been admitted and pending
the appeal for final disposal, the orders

of SEBI Appellate Tribunal No. 31 of 2001
have been stayed. PCSIL has however,
deposited the aforesaid amount without
prejudice to its contention that the SEBI
order is not maintainable in law.

Further, 205 suits have been filed against PCS Industries Limited'’s clients for whom PCS Industries Limited was actitigaas Regis
and Transfer Agent and also against PCS Industries Limited and some of its Directors, claiming compensation for notthregistering
transfer of securities/for delaying transfer of securities/for not issuing duplicate securities/for not issuing bonus sletagsitp

issue of dividend or interest warrants and related matters pertaining to the securities of the respective client companies.
aggregate principal amount claimed under the above suits is Rs.2.3 million exclusive of any claim for interest, costsediad. other

In addition, there are 69 similar suits which have been certified as settled by the new registrars and transfer agespeofitiee r
client companies, but for which PCS Industries Limited is still to ascertain from the relevant courts/forums whethentbatdete

been taken on record and whether the suit has been dismissed. The aggregate monetary value of these 69 suits is Rs.0.5 m
Particulars of all the above mentioned suits filed agaitest-aliaPCS Industries Limited, are available for inspection to the public

as detailed in “Material Documents” on page 276 of this Prospectus.
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MATERIAL DEVELOPMENTS

In the opinion of the Board of Directors of the Company, there have not arisen, since the date of the last financial stateme
disclosed in this Prospectus, any circumstances that materially or adversely affect or are likely to affect the profitability o
Company and its subsidiaries taken as a whole or the value of their consolidated assets or their ability to pay théabitisesial

within the next twelve months.
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GOVERNMENT APPROVALS

In view of the approvals listed below, we can undertake this Offer and our current business activities and no further matel
approvals are required from any Government authority or the RBI to continue such activities.

We have received the following Government approvals that are material to our business:

1 Permission under the STP scheme for New Undertaking and Expansion respectively by Software Technology Parks of India
autonomous society under the Ministry of Information Technology, Government of India) vide their letter No. STP:PER :5:
(94)/EOP:53(94) and STP/P/VIII (A) (114)/95/8261 dated August 2, 1994 and October 19, 1995 respectively for Pune Software
Conversion Units - Unit No. 5 to 8 and 31-38, respectively.

2. Permission under the STP Approval for New Undertaking, Expansion at TTC Part B and Permission for merger of STP Units
Thane by Software Technology Parks of India (an autonomous society under the Ministry of Information Technolog
Government of India) vide their letter No. STP / P/ VIII (A) (114) / 95/ 090, STP / P/ VIII (A) (114) / 95/ 93-94, STPIM)VII
(2) /98 (1) /049, STP/VIVIII(A)(2)/98(1)/049/3173 and STP/P/VIII(A)(123) /96/245 dated January 8, 1997, December 31, 1997
January 23, 1998, March 30, 2000 and January 17, 2001, respectively for TTC Thane.

3. Permission under the STP scheme for New Undertaking at Gandhinagar by Software Technology Parks of India (an autonon
society under the Ministry of Information Technology, Government of India) vide their letter No. 3 (1) / 99 - STPG / PCSL /67"
dated May 25, 1999 for Gandhinagar.

4, Permission under the STP scheme for Expansion at Chinchwad by Software Technology Parks of India (an autonom
society under the Ministry of Information Technology, Government of India) vide their letter No. STP/ P / VIII(A) (114) / 95/
4684 dated September 7, 1998 for Chinchwad.

5. Permission under the STP scheme for New Undertaking and Expansion at SDF VII Factory in SEEPZ by Software Technolc
Parks of India (an autonomous society under the Ministry of Information Technology, Government of India) vide their lette
No. SEEPZ/NUS/APL/536/2000 and NUS/APL/576/2001/8378 dated October 31, 2000 and September 17, 2001 for SDF VII - Ui
No. 17 - 20 & Basement No. B - 1, and Unit No. 13— 16.

6. Permission under the STP scheme for New Undertaking at Chennai by Software Technology Parks of India (an autonom
society under the Ministry of Information Technology, Government of India) vide their letter No. STPIC/IMSC/99-2000/276¢€
dated March 16, 2000 for Chennai.

7. Permission under the STP Approval for Chennai, 5th, 6th, 7th & 8th Floor by Software Technology Parks of India (e
autonomous society under the Ministry of Information Technology, Government of India) vide their letter No. STPIC/G389
2002-03 dated November 25, 2002 for Chennai, 5th, 6th, 7th & 8th Floor.

8.  Permission under the STP Approval for Chennai, 9th Floor by Software Technology Parks of India (an autonomous socit
under the Ministry of Information Technology, Government of India) vide their letter No. STPIC/G389/2001-02/0564 datec
December 14, 2001 for Chennai, 9th Floor.

9.  Permission under the STP scheme for New Undertaking at Noida and change of address by Software Technology Park
India (an autonomous society under the Ministry of Information Technology, Government of India) vide their letter No. PCMC
PSE/05/025-STPN/7385 dated March 29, 2000 and PCMG/PSE/06/779/STPN/2622 dated September 25, 2000 for Noida - Plot
39/40 - Sector 16.

10. Permission under the STP scheme for Akruti Office by Software Technology Parks of India (an autonomous society under
Ministry of Information Technology, Government of India) vide their letter No. STPI/MUM/VI111(A)(810) / 2001(01) / 183 dated
April 18, 2001 for Akruti.

11. Permission under the STP Approval for Akruti, 4th floor Office by Software Technology Parks of India (an autonomous socie
under the Ministry of Information Technology, Government of India) vide their letter No. STPI/MUM/VIII(A)(810)/2001(01)1790
dated March 20, 2003 for Akruti, 4th Floor.

12.  Permission under the STP Approval for Akruti, 1st floor Office by Software Technology Parks of India (an autonomous socie
under the Ministry of Information Technology, Government of India) vide their letter No. STPI/MUM/VIII(A)(810)/2001(01)/
3384 dated May 27, 2003 for Akruti, 1st Floor.

13. Permission under the STP scheme for New Undertaking at TTC by Software Technology Parks of India (an autonomc
society under the Ministry of Information Technology, Government of India) vide their letter No. STP/V/VIII(A)(2)/98(01)/142
dated June 25, 2001 for TTC - Millennium Business Park, Maestros House, Ground, 1st, 2nd and 3rd floor, Sector 2.

14. Permission under the STP scheme for New Undertaking at Vashi International Infotech Park by Software Technology Park
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India (an autonomous society under the Ministry of Information Technology, Government of India) vide their letter No. STPI
MUM/VII(A)/ (922)/2002(05)/2380 dated May 21, 2002 for Vashi International Infotech Park - Tower 1, 4th & 5th Floor.

Permission under the STP scheme for Expansion at Noida Sector 58 by Software Technology Parks of India (an autonor
society under the Ministry of Information Technology, Government of India) vide their letter No. STPIN/APP/442002/20003¢
/8222 dated April 4, 2002 for Noida - Plot No. 28, Block C - Sector 58 (BPO).

Permission under the STP scheme for plot at Vashi by Software Technology Parks of India (an autonomous society undel
Ministry of Information Technology, Government of India) vide their letter No. STPI/MUM/VIII(A)/ (215)/2000(03)/2871 dated
March 28, 2000 for Vashi International Infotech Park - Plot no. 39, Sector 30A.

Permission under the STP Approval for Pimpri Pune by Software Technology Parks of India (an autonomous society under
Ministry of Information Technology, Government of India) vide their letter no. STP/P/VIII(A)(806)/2003/ 3537 dated May 20,
2003 for Pimpri, Pune - 148, Mumbai - Pune Road, Pimpri, Pune - 411 018.

Permission under the STP Approval for plot at Jaipur by Software Technology Parks of India (an autonomous society un
the Ministry of Information Technology, Government of India) vide their letter no. STP-J/ENTR-83/1999-2000/77 dated Marct
25, 2000 for Jaipur Plot no. IT —22, EPIP, Sitapura.

Maharashtra sales tax registration number 411006/S/000254 dated April 1, 1996 and central sales tax registration nun
411006/C/96 dated April 1, 1996 under the Central Sales Tax Act, 1956.

Guijarat sales tax registration number 21238228 dated September 28, 1999 and central sales tax registration number GUJ
1182 dated September 6, 1999 under the Central Sales Tax Act, 1956.

Uttar Pradesh sales tax registration number UP.ND.-011-5235 dated December 20, 2000 and central sales tax registration nt
ND.5109159 dated December 20, 2000 under the Central Sales Tax Act, 1956.

Tamil Nadu sales tax registration number TGNST 0820864/2000-2001 dated August 23, 2000 under Tamil Nadu General Sales
Act, 1959 and central sales tax registration number 699706 dated August 23, 2000 under the Central Sales Tax Act, 1956.

Certificate allotting Import Export Code No. 0392043831 dated August 18, 1992.

RBI approval for opening of Foreign Currency Account in US for Trading Office Operations vide their letter no. EC.BY/OPL.50¢
2541(1508)-93/94 dated October 25, 1993 for US Trading Office.

RBI approval for setting up a wholly owned subsidiary in UK vide their letter no. EC.BYX.PR0J.JV.959/2542 (P-88) 93-94 date
September 21, 1993 for Patni Computer Systems (UK) Limited.

RBI approval for opening of Foreign Currency Account with ANZ Bank, Melbourne, Australia vide their letter no. EC.Mumbai.Exp
Proj/ 3335/10.03.06(FCA 111)/2000-01 dated June 26, 2001 for Australia Office.

RBI letter giving Identification No. the JV in USA (25% acquisition of Patni Computer Systems, Inc (DCI)) vide theioletter
EC.C0.0ID/3683/19.16.163/2000—2001 dated February 28, 2001 for Patni Computer Systems Incorporated.

RBI letter giving Identification No. to the WOS in Germany vide their letter no.EC.C0O.0ID/1638/19.16.159 / 2000-2001 date
November 22, 2000 for Patni Computer Systems GmbH.

RBI approval for opening of Foreign Currency Account in Sweden for Trading Office Operations vide their letter no
EC.Mumbai.Exp. Proj/10.03.06(FCA) (VI)/2001-02 dated May 23, 2002 for Sweden Office.

Approval on behalf of Patni by Standard Chartered Bank for remittance to trading branch office in Japan vide their letter r
REM/TT/FCY dated December 5, 2002 for Japan Office.

RBI letter giving Identification No. to the JV in USA (75% acquisition of Patni Computer Systems, Inc (DCI)) vide¢heiolett
EC.C0.0ID/3146/19.16.103 / 2002-03 dated December 14, 2002 for Patni Computer Systems Incorporated.

RBI approval for acquisitions in US by Patni Computer Systems Inc. vide their letter no. EC.CO.0ID/5914/ 19.16.163 / 2002-
dated April 29, 2003 for The Reference Inc.

Approval by Standard Chartered Bank for remittance to trading branch office in US vide their letter dated June 1U003 for
Trading Office.

Approval from the Ministry of Finance and Company Affairs (Department of Economic Affairs), Government of India vide their
letter number 3/70/SIA/NFC/99/NRI dated October 23, 2003 for the Offer .

In principle approval from the RBI vide their letters numbered EC.Mumbai.FID/6210/04.02.01/2003-04 and EC.Mumbai.FID
04.02.01/6456/P-77/2003-04 dated December 24, 2003 and January 7, 2004, respectively, for the Offer. We will apply for fir
approval from RBI subsequent to closure of the offering.
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DIVIDEND POLICY

The declaration and payment of dividends will be recommended by our Board of Directors and our shareholders, in theiy discreti
and will depend on a number of factors, including but not limited to our earnings, capital requirements and overall finditicial ¢
The dividends paid by our Company during the last five fiscal years are presented below:

Nine Months

Year ended ended ear ended Year ended Year ended Year ended

March 31, December 31, December 31, December 31, December 31, December 31,
Class of Shares Face Value 1998 1998 1999 2000 2001 2002
Equity Share® Rs.10 /Rs.2
- Interim 15% 100% 600% - 30% -
- Final 50% 50% - 30% - 30%
Total 65% 150% 600% 30% 30% 30%
12.9% Cumulative Redeemable
Preference Shar&s Rs.100 12.9% 12.9% 12.9% 12.9%

(1) The percentage amounts indicated herein refer to the amount of dividend paid as a percentage of the par value of Smafeguity

(2) In April 2002, the Company redeemed the entire amount of cumulative redeemable preference shares;
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STATEMENT OF TAX BENEFITS
Auditor's Report
Statement of Possible Tax Benefits Available to the Company and its Shareholders

We hereby report that the enclosed annexure states the possible tax benefits available to Patni Computer Systems Limited
“Company”) and its shareholders under the current tax laws presently in force in India. Several of these benefits areatepender
the Company or its shareholders fulfilling the conditions prescribed under the relevant tax laws. Hence, the ability gfathg Com
or its shareholders to derive the tax benefits is dependent upon fulfilling such conditions, which based on businesssithgerative
Company faces in the future, the Company may or may not choose to fulfil.

The benefits discussed below are not exhaustive. This statement is only intended to provide general information to the inves
and is neither designed nor intended to be a substitute for professional tax advice. In view of the individual nature of the 1
consequences, the changing tax laws and the fact that the Company will not distinguish between the shares offered ifmn subscrij
and the shares offered for sale by the Selling Shareholders, each investor is advised to consult his or her own taxvitbnsultant
respect to the specific tax implications arising out of their participation in the issue.

We do not express any opinion or provide any assurance as to whether:
e the Company or its shareholders will continue to obtain these benefits in future; or
e the conditions prescribed for availing the benefits have been / would be met with.

The contents of this annexure are based on information, explanations and representations obtained from the Company and o
basis of our understanding of the business activities and operations of the Company.

ForBharat S Raut & Co.
Chartered Accountants

Russell | Parera
Partner
Membership No0.42190

Mumbai
October 29, 2003
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ANNEXURE - STATEMENT OF POSSIBLE BENEFITS AVAILABLE TO PATNI COMPUTER SYSTEMS LIMITED AND ITS
SHAREHOLDERS

1. Benefits available to the Company
1.1 Under the Income-tax Act, 1961 (‘Act’)

111

1.1.2

1.13

Tax holiday under Section 10A of the Act

As per the provisions of Section 10A of the Act, the Company is eligible to claim a benefit with respect to profits désved by

undertaking/s from the export of articles or things or computer software for a period of ten consecutive assessment ye
beginning with the assessment year relevant to the previous year in which the undertaking/s begin to manufacture
produce such articles or things or computer software. The eligible amount would be the proportion that the profits of tl
undertaking/s bear to the export turnover of the undertaking/s vis-a-vis the total turnover of the undertaking/s. However, 1
the Assessment Year 2003-2004, the tax holiday under Section 10A of the Act has been limited to 90 percent of the eligi
profits instead of 100 percent of such profits. As a consequence, 10 percent of the eligible profits of the undertakings wol
be taxable at the normal corporate tax rate of 36.75 percent (including surcharge of 5 percent) for Assessment Year 2003

The benefit is available subject to fulfillment of conditions prescribed by the Section and no benefit under this Section shi
be allowed with respect to any such undertaking for the assessment year beginning odaheflApril, 2010 and
subsequent years.

Deduction under Section 80HHE of the Act

As per the provisions of Section 80HHE, an Indian Company engaged in the business of —

e export out of India of computer software or its transmission from India, to a place outside India by any means; or

e providing technical services outside India in connection with the development or production of computer software -

can claim a deduction under this Section. The eligible amount would be the proportion that the profits of the Company be
to the export turnover of the Company vis-a-vis the total turnover of the Company.

The deduction under this Section is gradually being phased out as under:

Relevant Years Deduction as percentage of export profits
For the year ended 31 March 2001 80 per cent
For the year ended 31 March 2002 70 per cent
For the year ended 31 March 2003 50 per cent
For the year ended 31 March 2004 30 per cent

No deduction shall be allowed under this Section for the year ended 31 March 2005 and onwards.

The Company is not eligible to claim deduction under this Section if a benefit is claimed in respect of profit of an updertakir
of the Company under Section 10A. Once a tax benefit under this Section is claimed, no further tax deduction is allowed to
claimed under any other provisions of the Act.

In the event, the Company becomes ineligible for claiming Section 10A benefits in respect of any of its undertakings due
noncompliance with the conditions of Section 10A, it could claim a deduction under Section 80HHE of the Act up to th
financial year 2003-2004, provided the conditions specified in the said Section are fulfilled.

Computation of capital gains

Capital assets may be categorised into short term capital assets and long term capital assets based on the period of ho
All capital assets (except shares held in a Company or any other listed securities or units of UTI or Mutual Fund units) &
considered to be long term capital assets if they are held for a period in excess of 36 months. Shares held in a Company
other listed securities, units of UTI and Mutual Fund units are considered as long term capital assets if these are held f
period exceeding 12 months. Consequently, capital gains arising on sale of Shares held in a Company or any other li
securities or units of UTI or Mutual Fund units held for more than 12 months are considered as “long term capital gains”

Section 48 of the Act, which prescribes the mode of computation of capital gains, provides for deduction of cost of acquisiti
/ improvement and expenses incurred in connection with the transfer of a capital asset, from the sale consideration to ar
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at the amount of capital gains. However, in respect of long term capital gains, it offers a benefit by permitting sutfstitution
cost of acquisition / improvement with the indexed cost of acquisition / improvement, which adjusts the cost of acquisitic
/improvement by a cost inflation index, as prescribed from time to time.

As per the provisions of Section 112(1)(b) of the Act, long term gains as computed above would be subject to tax at a rate
20 percent (plus applicable surcharge). However, as per the proviso to Section 112(1), if the long term capital gains result
on transfer of listed securities or units, calculated at the rate of 20 percent with indexation benefit exceeds the gids compt
at the rate of 10 percent without indexation benefit, then such gains are chargeable to tax at the rate of 10 percent with
indexation benefit (plus applicable surcharge).

1.1.3.1 Exemption of capital gain from income tax

1.2

1.2.1

1.2.2

e Long term capital gain arising from transfer of an ‘eligible equity share’ in a company purchased during the period
March 2003 to 29 February 2004 (both days inclusive) and held for a period of 12 months or more are exempt from t
under Section 10(36) of the Act. ‘Eligible equity share’ means:

- any equity share in a company being a constituent of BSE-500 Index of the Stock Exchange, Mumbai as on 1 Mar
2003 and the transactions of purchase and sale of such equity share are entered into on a recognised s
exchange in India; or

- any equity share in a company allotted through a public issue on or after 1 March 2003 and listed on a recognis
stock exchange in India before 1 March 2004 and the transaction of sale of such equity share is entered into o
recognised stock exchange in India.

The Central Board of Direct Taxes (‘CBDT’) has clarified vide Circular no. 7 /2003 dated 5 September 2003, that ‘public issu
shall include the offer of equity shares in a company to the public through a prospectus, whether by the company or by
existing shareholders of the company.

e As per the provisions of Section 54EC of the Act and subject to the conditions specified therein, capital gains arising
the Company on transfer of a long term capital asset shall not be chargeable to tax to the extent such capital gains
invested in certain notified bonds within six months from the date of transfer. However, if the Company transfers c
converts the notified bonds into money within a period of three years from the date of their acquisition, the amount
capital gains exempted earlier would become chargeable to tax as long term capital gains in the year in which the bo
are transferred or converted into money.

e As per the provisions of Section 54ED of the Act and subject to the conditions specified therein, capital gains arisir
from transfer of long term assets, being listed securities or units shall not be chargeable to tax to the extent such gz
are invested in acquiring equity shares forming part of an “eligible issue of share capital” within six months from the da
of transfer of the long term assets. Eligible issue of share capital has been defined as an issue of equity shares w
satisfies the following conditions —

- the issue is made by a public company formed and registered in India; and
- the shares forming part of the issue are offered for subscription to the public.

There is a legal uncertainty over whether the benefit under this Section can be extended to shares forming part of the offe
sale by the selling shareholders.

Benefits available under Indirect Tax Laws

The Company has eleven Units registered under the Software Technology Parks (‘STP’) Scheme. The key benefits that cc
be available under indirect tax laws to a STP unit, subject to satisfaction of the specified conditions, are as under:

Customs duty

Specified goods, which are in the nature of capital goods, office equipment, components, etc. procured by a STP unit
exempt from customs duty. All goods, other than prohibited goods under the EXIM Policy are exempt from customs duty

Excise duty

The local purchases by the Company will qualify as deemed exports. Further, the Company can avail of an exemption fr
payment of Central excise duty on all goods as per its entitlement for creating a central facility for use by softwarestévelopm
units.
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1.2.3

124

Sales tax

Concessions under the State Sales Tax legislations (depending upon the relevant State where the unit is set-up) are avai
Further, the Company can claim a reimbursement of the Central Sales Tax paid on its local purchases. Further, export s
made by the Company would not be subject to sales tax. Purchases by a unit in a SEZ will also be exempt from Central S
Tax.

Further, in order to avail the above benefits, the unit will be required to meet prescribed export obligations.
Service tax

The Company is eligible for exemption available to “Consulting Engineer” from levy of service tax on services rendered i
relation to computer software (Notification no. 4/99-ST, dated 28 February 1999).

Further, in terms of ST circular no. 56/5/2003 and F. No. 254/1/2003-CX-4 dated 25 April 2003 issued by the Central Board
Excise and Customs (‘CBEC’), the Company should be eligible for exemption from Service Tax in respect of export of comput
software services, which are consumed outside India.

2. Benefits available to resident shareholders

2.1

2.2

2.3

231

Income of a minor exempt up to certain limit

Under Section 10(32) of the IT Act, any income of minor children clubbed in the total income of the parent under Sectic
64(1A) of the IT Act will be exempt from tax to the extent of Rs. 1,500 per minor child.

Dividends exempt under Section 10(34)

Dividends (whether interim or final) declared, distributed or paid by the Company on or after 1 April 2003 are exempt in th
hands of shareholders as per the provisions of Section 10(34) of the Act.

Computation of capital gains

Capital assets may be categorised into short term capital assets and long term capital assets based on the period of ho
All capital assets (except shares held in a Company or any other listed securities or units of UTI or Mutual Fund units) &
considered to be long term capital assets if they are held for a period in excess of 36 months. Shares held in a Company
other listed securities, units of UTI and Mutual Fund units are considered as long term capital assets if these are held f
period exceeding 12 months. Consequently, capital gains arising on sale of Shares held in a Company or any other lis
securities or units of UTI or Mutual Fund units held for more than 12 months are considered as “long term capital gains”

Section 48 of the Act, which prescribes the mode of computation of capital gains, provides for deduction of cost of acquisitit
/ improvement and expenses incurred in connection with the transfer of a capital asset, from the sale consideration to ar
at the amount of capital gains. However, in respect of long term capital gains, it offers a benefit by permitting sudfstitution
cost of acquisition / improvement with the indexed cost of acquisition / improvement, which adjusts the cost of acquisitio
/ improvement by a cost inflation index as prescribed from time to time.

As per the provisions of Section 112(1)(b) of the Act, long term gains as computed above would be subject to tax at a rate
20 percent (plus applicable surcharge). However, as per the proviso to Section 112(1), if the long term capital gains resul
on transfer of listed securities or units, calculated at the rate of 20 percent with indexation benefit exceeds the g&ids compt
at the rate of 10 percent without indexation benefit, then such gains are chargeable to tax at a concessional ratetof 10 pe
(plus applicable surcharge).

Exemption of capital gain from income tax

e Long-term capital gain arising from transfer of an ‘eligible equity share’ in a company, purchased during the period
March 2003 to 29 February 2004 (both days inclusive) and held for a period of 12 months or more, are exempt from t
under Section 10(36) of the Act. ‘Eligible equity share’ means:

- any equity share in a company being a constituent of BSE-500 Index of the Stock Exchange, Mumbai as on 1 Mar
2003 and the transactions of purchase and sale of such equity share are entered into on a recognised st
exchange in India; or

- any equity share in a company allotted through a public issue on or after 1 March 2003 and listed on a recognis
stock exchange in India before 1 March 2004 and the transaction of sale of such equity share is entered into o
recognised stock exchange in India.
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The Central Board of Direct Taxes (‘CBDT’) has clarified vide Circular no. 7/ 2003 dated 5 September 2003, that ‘public issu
shall include the offer of equity shares in a company to the public through a prospectus, whether by the company or by
existing shareholders of the company.

e As per the provisions of Section 54EC of the Act and subject to the conditions specified therein, capital gains arising
an assessee on transfer of a long term capital asset shall not be chargeable to tax to the extent such capital gain
invested in certain notified bonds within six months from the date of transfer. However, if the assessee transfers
converts the notified bonds into money within a period of three years from the date of their acquisition, the amount «
capital gains exempted earlier would become chargeable to tax as long term capital gains in the year in which the bo
are transferred or converted into money.

e As per the provisions of Section 54ED of the Act and subject to the conditions specified therein, capital gains arisir
from transfer of long term assets, being listed securities or units shall not be chargeable to tax to the extent such ge
are invested in acquirirequity shares forming part of an “eligible issue of share capital” within six months from the date
of transfer of the long term assets. Eligible issue of share capital has been defined as an issue of equity shares wl
satisfies the following conditions -

- the issue is made by a public company formed and registered in India; and
- the shares forming part of the issue are offered for subscription to the public.

There is a legal uncertainty over whether the benefit under this Section can be extended to shares forming part of the offe
sale by the selling shareholders.

e As per the provisions of Section 54F of the Act and subject to the conditions specified therein, in the case of ¢
individual or a Hindu Undivided Family (‘HUF’), gains arising on transfer of a long term capital asset (not being a
residential house) are not chargeable to tax if the entire net consideration received on such transfer is invested within
prescribed period in a residential house. If part of such net consideration is invested within the prescribed period ir
residential house, then such gains would not be chargeable to tax on a proportionate basis. For this purpose,
consideration means full value of the consideration received or accrued as a result of the transfer of the capital asse
reduced by any expenditure incurred wholly and exclusively in connection with such transfer.

Further, if the residential house in which the investment has been made is transferred within a period of three years from
date of its purchase or construction, the amount of capital gains tax exempted earlier would become chargeable to tax as
term capital gains in the year in which such residential house is transferred.

3. Benefits available to Non-Resident Indian shareholders
3.1  Income of a minor exempt up to certain limit

Under Section 10(32) of the IT Act, any income of minor children clubbed in the total income of the parent under Sectic
64(1A) of the IT Act will be exempt from tax to the extent of Rs. 1,500 per minor child.

3.2  Dividends exempt under Section 10(34)

Dividends (whether interim or final) declared, distributed or paid by the Company on or after 1 April 2003 are exempt in th
hands of shareholders as per the provisions of Section 10(34) of the Act.

3.3  Computation of capital gains

Capital assets may be categorised into short term capital assets and long term capital assets based on the period of ho
All capital assets (except shares held in a Company or any other listed securities or units of UTI or Mutual Fund units) ¢
considered to be long term capital assets if they are held for a period in excess of 36 months. Shares held in a Company
other listed securities, units of UTI and Mutual Fund units are considered as long term capital assets if these are held f
period exceeding 12 months. Consequently, capital gains arising on sale of Shares held in a Company or any other lis
securities or units of UTI or Mutual Fund units held for more than 12 months are considered as “long term capital gains”

Section 48 of the Act contains special provisions in relation to computation of long term capital gains on transfer nf an Indi
company'’s shares by non-residents. Computation of long-term capital gains arising on transfer of shares in case of n
residents has to be done in the original foreign currency, which was used to acquire the shares. The capital gain (i.e.,
proceeds less cost of acquisition/ improvement) computed in the original foreign currency is then converted into Indic
Rupees at the prevailing rate of exchange.
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3.3.1 Capital gains tax - Options available under the Act

A) Where shares have been subscribed in convertible foreign exchange - Option of taxation under Chapter XlI-A of the A

Non-Resident Indians [as defined in Section 115C(e) of the Act], being shareholders of an Indian Company, have t
option of being governed by the provisions of Chapter XII-A of the Act, wihieh alia entitles them to the following
benefits in respect of income from shares of an Indian company acquired, purchased or subscribed to in converti
foreign exchange:

As per the provisions of Section 115D read with Section 115E of the Act and subject to the conditions specifie
therein, long term capital gains arising on transfer of an Indian company’s shares, will be subject to tax at the re
of 10 percent (plus applicable surcharge), without indexation benefit.

As per the provisions of Section 115F of the Act and subject to the conditions specified therein, gains arising ¢
transfer of a long term capital asset being shares in an Indian company shall not be chargeable to tax if the en
net consideration received on such transfer is invested within the prescribed period of six months in any specifi¢
asset or savings certificates referred to in Section 10(4B) of the Act. If part of such net consideration is investe
within the prescribed period of six months in any specified asset or savings certificates referred to in Sectic
10(4B) of the Act then such gains would not be chargeable to tax on a proportionate basis. For this purpose, I
consideration means full value of the consideration received or accrued as a result of the transfer of the capi
asset as reduced by any expenditure incurred wholly and exclusively in connection with such transfer.

Further, if the specified asset or savings certificates in which the investment has been made is transferred witt
a period of three years from the date of investment, the amount of capital gains tax exempted earlier would becol
chargeable to tax as long term capital gains in the year in which such specified asset or savings certificates
transferred.

As per the provisions of Section 115G of the Act, Non-Resident Indians are not obliged to file a return of incoms
under Section 139(1) of the Act, if their only source of income is income from investments or long term capital gain
earned on transfer of such investments or both, provided tax has been deducted at source from such income as
the provisions of Chapter XVII-B of the Act.

Under Section 115H of the Act, where the Non-Resident Indian becomes assessable as a resident in India, he r
furnish a declaration in writing to the Assessing Officer, along with his return of income for that year under Sectiol
139 of the Act to the effect that the provisions of the Chapter XlI-A shall continue to apply to him in relation to
such investment income derived from the specified assets for that year and subsequent assessment years
such assets are converted into money.

As per the provisions of Section 115l of the Act, a Non-Resident Indian may elect not to be governed by th
provisions of Chapter XII-A for any assessment year by furnishing his return of income for that assessment ye
under Section 139 of the Act, declaring therein that the provisions of Chapter XII-A shall not apply to him for that
assessment year and accordingly his total income for that assessment year will be computed in accordance v
the other provisions of the Act.

B) Where the shares have been subscribed in Indian Rupees

As per the provisions of Section 112(1)(b) of the Act, long term gains as computed above would be subject to t
at a rate of 20 percent (plus applicable surcharge). However, as per the proviso to Section 112(1), if the long te
capital gains resulting on transfer of listed securities or units, calculated at the rate of 20 percent with indexatic
benefit exceeds the gains computed at the rate of 10 percent without indexation benefit, then such gains «
chargeable to tax at a concessional rate of 10 percent (plus applicable surcharge).

3.3.2 Exemption of capital gain from income tax

Long-term capital gain arising from transfer of an ‘eligible equity share’ in a company, purchased during the period
March 2003 to 29 February 2004 (both days inclusive) and held for a period of 12 months or more, are exempt from t
under Section 10(36) of the Act. ‘Eligible equity share’ means:

any equity share in a company being a constituent of BSE-500 Index of the Stock Exchange, Mumbai as on 1 Mar
2003 and the transactions of purchase and sale of such equity share are entered into on a recognised s
exchange in India; or
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- any equity share in a company allotted through a public issue on or after 1 March 2003 and listed on a recognis
stock exchange in India before 1 March 2004 and the transaction of sale of such equity share is entered into o
recognised stock exchange in India.

The Central Board of Direct Taxes (‘CBDT’) has clarified vide Circular no. 7 /2003 dated 5 September 2003, that ‘publi
issue’ shall include the offer of equity shares in a company to the public through a prospectus, whether by the comps
or by the existing shareholders of the company.

e As per the provisions of Section 54EC of the Act and subject to the conditions specified therein, capital gain
arising to an assessee on transfer of a long term capital asset shall not be chargeable to tax to the extent <
capital gains are invested in certain notified bonds within six months from the date of transfer. However, if the
assessee transfers or converts the notified bonds into money within a period of three years from the date of th
acquisition, the amount of capital gains exempted earlier would become chargeable to tax as long term capital ga
in the year in which the bonds are transferred or converted into money.

° As per the provisions of Section 54ED of the Act and subject to the conditions specified therein, capital gain
arising from transfer of long term assets, being listed securities or units shall not be chargeable to tax to the exts
such gains are invested in acquirgquity shares forming part of an “eligible issue of share capital” within six
months from the date of transfer of the long term assets. Eligible issue of share capital has been defined as an i
of equity shares which satisfies the following conditions -

- theissue is made by a public company formed and registered in India; and
- the shares forming part of the issue are offered for subscription to the public.

There is a legal uncertainty over whether the benefit under this Section can be extended to shares forming part of
offer for sale by the selling shareholders.

e  As per the provisions of Section 54F of the Act and subject to the conditions specified therein, in the case of ¢
individual or a Hindu Undivided Family (‘HUF’), gains arising on transfer of a long term capital asset (not being a
residential house) are not chargeable to tax if the entire net consideration received on such transfer is inves
within the prescribed period in a residential house. If part of such net consideration is invested within the
prescribed period in a residential house, then such gains would not be chargeable to tax on a proportionate ba
For this purpose, net consideration means full value of the consideration received or accrued as a result of
transfer of the capital asset as reduced by any expenditure incurred wholly and exclusively in connection wit
such transfer.

Further, if the residential house in which the investment has been made is transferred within a period of three years fr
the date of its purchase or construction, the amount of capital gains tax exempted earlier would become chargeable tc
as long term capital gains in the year in which such residential house is transferred.

Provisions of the Act vis-a-vis provisions of the tax treaty

As per Section 90(2) of the Act, the provisions of the Act would prevail over the provisions of the tax treaty to theegxtent th
are more beneficial to the non-resident.

4. Benefits available to other Non-residents

4.1

4.2

4.3

Income of a minor exempt up to certain limit

Under Section 10(32) of the IT Act, any income of minor children clubbed in the total income of the parent under Sectic
64(1A) of the IT Act will be exempt from tax to the extent of Rs. 1,500 per minor child.

Dividends exempt under Section 10(34)

Dividends (whether interim or final) declared, distributed or paid by the Company on or after 1 April 2003 are exempt in th
hands of shareholders as per the provisions of Section 10(34) of the Act.

Computation of capital gains

Capital assets may be categorised into short term capital assets and long term capital assets based on the period of ho
All capital assets (except shares held in a Company or any other listed securities or units of UTI or Mutual Fund units) ¢
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431

considered to be long term capital assets if they are held for a period in excess of 36 months. Shares held in a Company
other listed securities, units of UTI and Mutual Fund units are considered as long term capital assets if these are held f
period exceeding 12 months. Consequently, capital gains arising on sale of shares held in a Company or any other li
securities or units of UTI or Mutual Fund units held for more than 12 months are considered as “long term capital gains”

Section 48 of the Act contains special provisions in relation to computation of long term capital gains on transfer nf an Indi
company’s shares by non-residents. Computation of long-term capital gains arising on transfer of shares in case of n
residents has to be done in the original foreign currency, which was used to acquire the shares. The capital gain (i.e.,
proceeds less cost of acquisition/ improvement) computed in the original foreign currency is then converted into Indic
Rupees at the prevailing rate of exchange.

Exemption of capital gains from income tax

e Long-term capital gain arising from transfer of an ‘eligible equity share’ in a company, purchased during the period
March 2003 to 29 February 2004 (both days inclusive) and held for a period of 12 months or more, are exempt from t
under Section 10(36) of the Act. ‘Eligible equity share’ means:

- any equity share in a company being a constituent of BSE-500 Index of the Stock Exchange, Mumbai as on 1 Mar
2003 and the transactions of purchase and sale of such equity share are entered into on a recognised st
exchange in India; or

- any equity share in a company allotted through a public issue on or after 1 March 2003 and listed on a recognis
stock exchange in India before 1 March 2004 and the transaction of sale of such equity share is entered into o
recognised stock exchange in India.

The Central Board of Direct Taxes (‘CBDT’) has clarified vide Circular no. 7/ 2003 dated 5 September 2003, that ‘public issu
shall include the offer of equity shares in a company to the public through a prospectus, whether by the company or by
existing shareholders of the company.

e As per the provisions of Section 54EC of the Act and subject to the conditions specified therein, capital gains arising
an assessee on transfer of a long term capital asset shall not be chargeable to tax to the extent such capital gain
invested in certain notified bonds within six months from the date of transfer. However, if the assessee transfers
converts the notified bonds into money within a period of three years from the date of their acquisition, the amount
capital gains exempted earlier would become chargeable to tax as long term capital gains in the year in which the bo
are transferred or converted into money.

e As per the provisions of Section 54ED of the Act and subject to the conditions specified therein, capital gains arisir
from transfer of long term assets, being listed securities or units shall not be chargeable to tax to the extent such gz
are invested in acquirirgguity shares forming part of an “eligible issue of share capital” within six months from the date
of transfer of the long term assets. Eligible issue of share capital has been defined as an issue of equity shares w
satisfies the following conditions -

- the issue is made by a public company formed and registered in India; and
- the shares forming part of the issue are offered for subscription to the public.

There is a legal uncertainty over whether the benefit under this Section can be extended to shares forming part of the offe
sale by the selling shareholders.

e As per the provisions of Section 54F of the Act and subject to the conditions specified therein, in the case of ¢
individual or a Hindu Undivided Family (‘HUF’), gains arising on transfer of a long term capital asset (not being a
residential house) are not chargeable to tax if the entire net consideration received on such transfer is invested within
prescribed period in a residential house. If part of such net consideration is invested within the prescribed period ir
residential house, then such gains would not be chargeable to tax on a proportionate basis. For this purpose,
consideration means full value of the consideration received or accrued as a result of the transfer of the capital asse
reduced by any expenditure incurred wholly and exclusively in connection with such transfer.

Further, if the residential house in which the investment has been made is transferred within a period of three yeatatrom the
of its purchase or construction, the amount of capital gains tax exempted earlier would become chargeable to tax as long t
capital gains in the year in which such residential house is transferred.
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4.4 Provisions of the Act vis-a-vis provisions of the treaty

As per Section 90(2) of the Act, the provisions of the Act would prevail over the provisions of the tax treaty to thesgxtent th
are more beneficial to the non-resident.

5. Benefits available to Foreign Institutional Investors (‘FIIS’)

5.1  Taxability of capital gains

As per the provisions of Section 115AD of the Act, FllIs will be taxed on the capital gains income at the following rates

Nature of income Rate of tax (%)
Long term capital gains 10
Short term capital gains 30

The above tax rates would be increased by the applicable surcharge. The benefits of indexation and foreign currel
fluctuation protection as provided by Section 48 of the Act are not available to a FlI.

As per Section 90(2) of the Act, the provisions of the Act would prevail over the provisions of the tax treaty to the exter
they are more beneficial to the non-resident.

5.1.1 Exemption of capital gain from income tax

Long-term capital gain arising from transfer of an ‘eligible equity share’ in a company, purchased during the period
March 2003 to 29 February 2004 (both days inclusive) and held for a period of 12 months or more, are exempt from t
under Section 10(36) of the Act. ‘Eligible equity share’ means:

- any equity share in a company being a constituent of BSE-500 Index of the Stock Exchange, Mumbai as on 1 Mar
2003 and the transactions of purchase and sale of such equity share are entered into on a recognised st
exchange in India; or

- any equity share in a company allotted through a public issue on or after 1 March 2003 and listed on a recognis
stock exchange in India before 1 March 2004 and the transaction of sale of such equity share is entered into o
recognised stock exchange in India.

The Central Board of Direct Taxes (‘CBDT’) has clarified vide Circular no. 7 / 2003 dated 5 September 2003, that ‘publi
issue’ shall include the offer of equity shares in a company to the public through a prospectus, whether by the comps
or by the existing shareholders of the company.

As per the provisions of Section 54EC of the Act and subject to the conditions specified therein, capital gains arising
an assessee on transfer of a long term capital asset shall not be chargeable to tax to the extent such capital gain
invested in certain notified bonds within six months from the date of transfer. However, if the assessee transfers
converts the notified bonds into money within a period of three years from the date of their acquisition, the amount
capital gains exempted earlier would become chargeable to tax as long term capital gains in the year in which the bo
are transferred or converted into money.

As per the provisions of Section 54ED of the Act and subject to the conditions specified therein, capital gains arisir
from transfer of long term assets, being listed securities or units shall not be chargeable to tax to the extent such g
are invested in acquirireguity shares forming part of an “eligible issue of share capital” within six months from the date
of transfer of the long term assets. Eligible issue of share capital has been defined as an issue of equity shares w
satisfies the following conditions -

- the issue is made by a public company formed and registered in India; and
- the shares forming part of the issue are offered for subscription to the public.

There is a legal uncertainty over whether the benefit under this Section can be extended to shares forming part of
offer for sale by the selling shareholders.

6. Benefits available to Mutual Funds

As per the provisions of Section 10(23D) of the Act, any income of Mutual Funds registered under the Securities and Exchar
Board of India Act, 1992 or Regulations made thereunder, Mutual Funds set up by public sector banks or public financi
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institutions and Mutual Funds authorised by the Reserve Bank of India would be exempt from income tax, subject to tl
conditions as the Central Government may by naotification in the Official Gazette specify in this behalf.

7. Benefits available to Venture Capital Companies / Funds

As per the provisions of Section 10(23FB) of the Act, any income of Venture Capital Companies / Funds registered with tl
Securities and Exchange Board of India, would be exempt from income tax, subject to the conditions specified.

8. Benefits available under the Wealth-tax Act, 1957

Asset as defined under Section 2(ea) of the Wealth Tax Act, 1957 does not include shares in companies and hence, share
not liable to wealth tax.

9. Benefits available under the Gift-tax Act

Gift tax is not leviable in respect of any gifts made on or after October 1, 1998. Therefore, any gift of shares wiltingiftattra
tax.
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OTHER REGULATORY DISCLOSURES
Stock Market Data for our Equity Shares
This being an initial public offering of our Company, the Equity Shares of our Company are not listed on any stock exchange.
Particulars Regarding Public Issues during the Last Five Years
We have not made any public issues during the last five years.
Companies Under the Same Management

There are no companies under the same management within the meaning of Section 370 (1B) of the Companies Act, 1956, other
the subsidiaries and group Companies, details of which are provided in the section “Subsidiaries” on page 55 of this &ndspectus
“Group Companies” on page 60 of this Prospectus.

Mechanism for Redressal of Investor Grievances

The agreement between the Registrar to the Offer, Karvy Consultants Limited and us, will provide for retention of re¢beds with
Registrar to the Offer for a period of at least one year from the last date of dispatch of letters of allotment, denmat irkditla
orders to enable investors to approach the Registrar to the Offer for redressal of their grievances.

All grievances relating to the Offer may be addressed to the Registrar to the Offer, giving full details such as namaf, theédress
applicant, number of Equity Shares applied for, amount paid on application and the bank branch or collection center where
application was submitted.

We estimate that the average time required by us or the Registrar to the Offer for the redressal of routine investorwilldv@ances
seven business days from the date of receipt of the complaint. In case of non-routine complaints and complaints where exte
agencies are involved, we will seek to redress these complaints as expeditiously as possible.

We have appointed Mr. Arun Kanakal as the Compliance Officer and he may be contacted in case of any pre-Offer or post-Of
related problems. He can be contacted at: Patni Computer Systems Limited, Akruti Softech Park, MIDC Cross Road No. 21, And}
East, Mumbai 400 093 Tel: +91 22 5693 0500; Fax: +91 22 5693 0211, email: arun.kanakal@patni.com.

Details of borrowings in our Company

Please refer to page 164 of this Prospectus under “Additional Financial Information” for details of borrowings in our Cempany :
specified under Annexure VI to the report on our unconsolidated financial statements under Indian GAAP.

116




SECTION VI: OFFERING INFORMATION

TERMS OF THE OFFER

The Equity Shares being offered are subject to the provisions of the Companies Act, our Memorandum and Articles, conditions
the FIPB and RBI approvals, the terms of this Prospectus, Bid cum Application Form, the Revision Form, the CAN and other ter
and conditions as may be incorporated in the allotment advices and other documents/ certificates that may be executedl in respt
the Offer. The Equity Shares shall also be subject to laws, guidelines, naotifications and regulations relating to tbapssland

listing of securities issued from time to time by SEBI, Government of India, Stock Exchanges, RBI, Registrar of Companies and/
other authorities, as in force on the date of the Offer and to the extent applicable.

Authority for the Offer

The Fresh Issue has been authorised by a special resolution adopted pursuant to Section 81(1A) of the Companies Act, a
extraordinary general meeting of the shareholders of the Company held on October 27, 2003. Mr. Gajendra K. Patni, pursuar
letters dated September 12, 2003 and October 9, 2003, and Mr. Ashok K. Patni, pursuant to letters dated September 12, 200:
October 9, 2003, have given their consent to the offer for sale of 1,872,000 and 1,872,000 Equity Shares, respectivislgnineld by
through this Offer. The board of directors of GE Capital Mauritius Equity Investment at its meeting held on October 1@, 2003 h
approved the offer for sale of 1,580,000 Equity Shares held by them through this Offer. The Offer has been authoriskdibg a reso
adopted by our board of directors at its meeting held on November 12, 2003.

Ranking of Equity Shares

The Equity Shares being offered shall be subject to the provisions of our Memorandum and Articles and shall rank pati-passu v
the existing Equity Shares of our Company, including receipt of dividend, if any.

Face Value and Offer Price

The Equity Shares with a face value of Rs.2 each are being sold in the Offer at a total price of Rs.230 per share. Apaimy given
of time there shall be only one denomination for the Equity Shares.

Rights of the Equity Shareholder

Subiject to applicable laws, the equity shareholders shall have the following rights:

Right to receive dividend, if declared;

Right to attend general meetings and exercise voting powers, unless prohibited by law;
Right to vote on a poll either in person or by proxy;

Right to receive offers for rights shares and be allotted bonus shares, if announced;
Right to receive surplus on liquidation;

Right of free transferability; and

Such other rights, as may be available to a shareholder of a listed public company under the Companies Act and the Compa
Memorandum and Articles.

For a detailed description of the main provisions of our Articles relating to voting rights, dividend, forfeiture and ken and/
consolidation/splitting, refer to the section on “Main Provisions of Articles of Association of the Company” on page 266 of thi
Prospectus.

Market Lot

In terms of Section 68B of the Companies Act, the Equity Shares in this Offer shall be transferred only in dematerialfseddorm.
existing SEBI Guidelines, the trading of our Equity Shares shall only be in dematerialised form.

Since trading of our Equity Shares is in dematerialised form, the tradable lot is one Equity Share. Transfer of the Eguifyddhar
allocation will be done only in electronic form in lots of 50 Equity Shares, subject to a minimum allotment of 50 Equity Shares

Jurisdiction
Exclusive jurisdiction for the purpose of this Offer is with the competent courts in Mumbai, India.
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Nomination Facility to Investor

In accordance with Section 109A of the Companies Act, the sole or first bidder, along with other joint bidders, may ngnoinate an
person in whom, in the event of the death of sole bidder or in case of joint bidders, death of all the bidders, as theeabe may
Equity Shares allotted, if any, shall vest. A person, being a nominee, entitled to the Equity Shares by reason of theeleath of
original holder(s), shall in accordance with Section 109A of the Companies Act, be entitled to the same advantages torwhich h
she would be entitled if he or she were the registered holder of the equity share(s). Where the nominee is a minors}madyolder(
make a nomination to appoint, in the prescribed manner, any person to become entitled to equity share(s) in the evéet of his of
death during the minority. A nomination shall stand rescinded upon a sale of equity share(s) by the person nominatingillA buyer
be entitled to make a fresh nomination in the manner prescribed. Fresh nomination can be made only on the prescribatf®rm avai
on request at the Registered Office of our Company or to the Registrar and Transfer Agents of our Company.

In accordance with Section 109B of the Companies Act, any person who becomes a nominee by virtue of the provisions of Sec
109A of the Companies Act, shall upon the production of such evidence as may be required by the Board, elect either:

® to register himself or herself as the holder of the Equity Shares; or
® to make such transfer of the Equity Shares, as the deceased holder could have made.

Further, the Board may at any time give notice requiring any nominee to choose either to be registered himself or heassfeor to

the Equity Shares, and if the notice is not complied with within a period of ninety days, the Board may thereafter withleold pay
of all dividends, bonuses or other moneys payable in respect of the Equity Shares, until the requirements of the nogce have |
complied with.

Since the allotment/transfer of Equity Shares in the Offer will be made only in dematerialised form, there is no need&parake a
nomination with us. Nominations registered with respective depository participant of the applicant would prevail. If thes invest
require to change the nomination, they are requested to inform their respective depository participant.

Application by Domestic Investors/NRIs/FlIs

Our Company has received approval from the Government of India, Ministry of Finance and Company Affairs (Department
Economic Affairs) pursuant to its letter no. 3/70/SIA/NFC/99/NRI dated October 23, 2003 and an inpprinciple approval fiBdm the R
vide their letters numbered EC.Mumbai.FID/6210/04.02.01/2003-04 and EC.Mumbai.FID/04.02.01/6456/P-77/2003-04 dated Decem
24,2003 and January 7, 2004, respectively, for the transfer of Equity Shares in this Offer to domestic investors, NR \&andIFI

apply for final approval from RBI subsequent to closure of the offering.

It will not be necessary for the investors to seek separate permission from the FIPB/RBI for this specific purpose. h®wever it
be distinctly understood that there is no reservation for domestic investors, NRIs and Flls and all domestic investor§INRI and
applicants will be treated on the same basis with other categories for the purpose of allocation. The Transfer of Equity Share
domestic investor, NRIs and FlIs shall be subject to the conditions as may be prescribed by Government of India or RBI wh
granting such approvals. There are also restrictions in the laws of other jurisdictions for the offer or sale of EquitydSheestc
investors, NRIs and Flls. The Equity Shares have not been and will not be registered under the U.S. Securities Act of 1933
amended (the “Securities Act”) or any state securities laws in the United States and will not be offered or sold withiedthe Uni
States or to, or for the account or benefit of, “U.S. persons” (as defined in Regulation S of the Securities Act), exaeiptopamsu
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. Accordinglyy tBedEgsii
will be offered and sold only (i) in the United States to “qualified institutional buyers”, as defined in Rule 144A of thie SAct,
and (ii) outside the United States in compliance with Regulation S and the applicable laws of the jurisdiction whererhasd offe
sales occur.
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OFFER STRUCTURE

The present Offer, for cash at a price of Rs.230 per Equity Share aggregating total consideration of Rs.4,306.5 mifiomaidéein
through a 100% book building process.

QIBs Non Institutional Bidders Retalil

Number of Equity Sharés 11,234,400 2,808,600 4,681,000

Percentage of Offer Size Higher of 60% or Offer size less Minimum 15% or Offer size less Minimum 25% or Offer size less

available for allocation allocation to Non Institutional allocation to QIBs and Retail Portialhocation to QIBs and Non
Portion and Retail Portion Institutional Portion

Basis of Allocation or Discretionary Proportionate Proportionate

Allotment if respective

category is oversubscribed

Minimum Bid Such number of Equity Shares in Such number of Equity Shares in Eq&ily Shares and thereafter
multiples of 50 Equity Shares that multiples of 50 Equity Shares that in multiples of 50 Equity Shares
the Bid Amount exceeds Rs.50,000 the Bid Amount exceeds Rs.50,000

Maximum Bid In multiples of 50 Equity Shares, In multiples of 50 Equity Shares, In multiples of 50 Equity Shares,
not exceeding the size of the not exceeding the size of the such number of Equity Shares
Offer subject to applicable limits Offer that the Bid Amount does not

exceed Rs.50,000

Allotment Mode Compulsory in Dematerialised Compulsory in Dematerialised Compulsory in Dematerialised
form form form

Trading Lot One One One

Market Lot 50 50 50

Who can Apply Public financial institutions as Resident Indian individuals, HUF  Individuals (including NRIs and
specified in Section 4A of the (in the name of Karta), companies, HUFs) applying for up to
Companies Act, Flls registered corporate bodies, NRIs, scientific Rs. 50,000 amount

with SEBI, scheduled commercial institutions, societies and trusts
banks, mutual funds registered
with SEBI, multilateral and
bilateral development

financial institutions, venture
capital funds registered with SEBI,
foreign venture capital

investors registered with SEBI,
state industrial development
corporations, insurance
companies registered with
Insurance Regulatory and
Development Authority,
provident funds with minimum
corpus of Rs.250 million

and pension funds with minimum
corpus of Rs.250 million

Terms of Payment Margin Amount applicable to Margin Amount applicable to Margin Amount applicable to Retail
QIB Bidders at the time of Non Institutional Bidders at the Bidders at the time of submission of
submission of Bid cum time of submission of Bid cum Bid cum Application Form to the
Application Form to the Application Form to the members members of the Syndicate
members of the Syndicate of the Syndicate

(1) Subject to valid Bids being received at or above the Offer Price. Undersubscription, if any, in any of the categoridse aitailced to be met with spill over from any of
the other categories, at the discretion of the Company, in consultation with the BRLMs.
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OFFER PROCEDURE

Book Building Procedure

The Offer is being made through the 100% book building scheme wherein 60% of the Offer shall be allocated on a disc#tionary b:
to Qualified Institutional Buyers. Further, not less than 15% of the Offer shall be available for allocation on a propoatmstie

Non Institutional Bidders and not less than 25% of the Offer shall be available for allocation on a proportionate baglis to Ret
Bidders, subject to valid bids being received at or above the Offer Price.

Bidders are required to submit their Bids through the members of the Syndicate. Our Company, in consultation with the BRLM
reserves the right to reject any Bid procured by any or all members of the Syndicate without assigning any reasonscthezefor in
of QIBs. In case of Non Institutional Bidders and Retail Bidders, our Company would have a right to reject the Bids dnijcah tec
grounds.

Investors should note that Equity Shares would be transferred to all successful Bidders only in dematerialised form.
Bid cum Application Form

Bidders shall only use the Bid cum Application Form bearing the stamp of a member of the Syndicate for the purpose @ithaking a
in terms of this Prospectus. The Bidder shall have the option to make a maximum of three Bids in the Bid cum Applicatimh Form &
such options shall not be considered as multiple bids. Upon the allocation of Equity Shares, dispatch of the CAN artdiling of

Prospectus with the RoC, the Bid cum Application Form shall be considered as the Application Form. Upon completing at
submitting the Bid cum Application Form to a member of the Syndicate, the Bidder is deemed to have authorised our Compan
make the necessary changes in this Prospectus and the Bid cum Application Form as would be required for filing the Ritospectus
the RoC and as would be required by the RoC after such filing, without prior or subsequent notice of such changes to the Bidc

The prescribed colour of the Bid cum Application Form for various categories, is as follows:

Category Colour of Bid cum Application Form
Indian Public or NRIs applying on a non-repatriation basis White
Non-residents including NRIs or Flls applying on a repatriation basis Blue

Who Can Bid?
@ Indian nationals resident in India who are majors, in single or joint names (not more than three);

@ Hindu undivided families or HUFs, in the individual name of the Karta. The Bidder should specify that the Bid is being made i
the name of the HUF in the Bid cum Application Form as follows: “Name of Sole or First bidder: XYZ Hindu Undivided Family
applying through XYZ, where XYZ is the name of the Karta”. Bids by HUFs would be considered at par with those fron
individuals;

Companies, corporate bodies and societies registered under the applicable laws in India and authorised to invest in Eq
Shares;

Indian mutual funds registered with SEBI;

Indian financial institutions, commercial banks, regional rural banks, co-operative banks (subject to RBI permissioajds)applic
Venture capital funds registered with SEBI;

Foreign venture capital investors registered with SEBI;

State Industrial Development Corporations;

Insurance companies registered with Insurance Regulatory and Development Authority;

Provident funds with minimum corpus of Rs.250 million;

Pension funds with minimum corpus of Rs.250 million;

Multilateral and bilateral development financial institutions;

Trusts registered under the Societies Registration Act, 1860, as amended, or under any other law relating to Trusts and wh
authorised under their constitution to hold and invest in Equity Shares;

Eligible NRIs and FllIs on a repatriation basis or a non-repatriation basis subject to applicable laws; and
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® Scientific and/ or industrial research organisations authorised to invest in Equity Shares.

Note: Themembers of the Syndicate and any associate of the members of the Syndicate (except asset management compani
behalf of mutual funds, Indian financial institutions and public sector banks) cannot participate in that portion of tnbeDdfer
allocation is discretionary. Further, the BRLMs shall not be entitled to subscribe to this Offer in any manner excepulfiiiregds f
their underwriting obligation.

Bidders are advised to ensure that any single Bid from them does not exceed the investment limits or maximum number of Equity
Shares that can be held by them under applicable law.

As per the current regulations, the following restrictions are applicable for investments by mutual funds:

No mutual fund scheme shall invest more than 10% of its net asset value in the Equity Shares or equity related instmynents of
company provided that the limit of 10% shall not be applicable for investments by index funds or sector or industry syscific fu
No mutual fund under all its schemes should own more than 10% of any company'’s paid-up capital carrying voting rights.

As per the current regulations, the following restrictions are applicable for investments by Flls:

The offer of Equity Shares to a single Fll should not exceed 10% of the post-Offer issued capital of the Company (i.e. 10%
124,820,849 Equity Shares). In respect of an Fll investing in our Equity Shares on behalf of its sub-accounts, the investmen
behalf of each sub-account shall not exceed 10% of our total issued capital or 5% of our total issued capital in casesochtsub-

is a foreign corporate or an individual. As of now, the aggregate Fll holding in the Company cannot exceed 24% of awgdotal iss

capital. With approval of the Board of Directors and that of the shareholders by way of a special resolution, the agbcédiaig Fl|

can go up to 100%; however, till date, no such resolution has been recommended to our shareholders for adoption.

As per the current regulations, the following restrictions are applicable for investments by SEBI registered venturedagitel fu
foreign venture capital investors.

The SEBI (Venture Capital) Regulations, 1996 and the SEBI (Foreign Venture Capital Investor) Regulations, 2000 presaerére invest
restrictions on venture capital funds and foreign venture capital investors registered with SEBI. Accordingly, the holding by a
individual venture capital fund or foreign venture capital investor registered with SEBI should not exceed 25% of the Company
paid-up capital. The aggregate holdings of venture capital funds and foreign venture capital investors registered witldSEBI cot
however, go upto 100% of the Company’s paid-up equity capital.

The above information is given for the benefit of the Bidders. Our Company and the BRLMs are not liable for any amendments
modification or changes in applicable laws or regulations, which may happen after the date of this Prospectus. Biddseslare adv
to make their independent investigations and ensure that their number of Equity Shares bid for do not exceed the apgdicable i
under laws or regulations.

Maximum and Minimum Bid Size
For Retail Bidders

The Bid must be for a minimum of 50 Equity Shares and in multiples of 50 Equity Shares thereafter, such that the Bid Asnount dc
not exceed Rs.50,000. In case of revision of Bids, the Retail Bidders have to ensure that the Bid Amount does not ex@@@d Rs.50.
In case the Bid Amount is over Rs.50,000 due to revision or on exercise of Cut-off option, the Bid would be consideieatitor allo
under the Non Institutional Bidders category. The Cut-off option is an option given only to the Retail Bidders indicating thei
agreement to bid and purchase at the final Offer Price as determined at the end of the Book Building Process.

For Non-Institutional and QIB Bidders

The Bid must be for a minimum of such number of Equity Shares and in multiples of 50 Equity Shares thereafter, that theBid Amo
exceeds Rs.50,000. A Bid cannot be submitted for more than the size of the Offer. However, the maximum Bid by a QIBaunlekstor sh
not exceed the investment limits prescribed for them by applicable laws. Under existing SEBI guidelines, a QIB Bidder canr
withdraw its bid after the Bid/Offer Closing Date.

In case of revision in Bids, the Non Institutional Bidders who are individuals have to ensure that the Bid Amount is gmeater th
Rs.50,000. In case the Bid Amount reduces to Rs.50,000 or less due to a revision in Bids, the same would be considatazhfor allo
under the Retail Portion.

Information for the Bidders:
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Our Company has filed the Prospectus with the RoC.

The members of the Syndicate will circulate copies of the Prospectus along with the Bid cum Application Form to potenti
investors.

Any investor who would like to obtain the Prospectus along with the Bid cum Application Form can obtain the same from ot
corporate office or from any of the members of the Syndicate.

Investors who are interested in subscribing for our Company’s Equity Shares should approach any of the members of
Syndicate or their authorised agent(s) to register their Bid.

The Bids should be submitted on the prescribed Bid cum Application Form only. Bid cum Application Forms should bear tf
stamp of the members of the Syndicate. Bid cum Application Forms that do not bear the stamp of the members of the Syndi
will be rejected.

Method and Process of Bidding

1

Our Company and the BRLMs shall declare the Bid/Offer Opening Date, Bid/Offer Closing Date and Price Band in the Prospec
filed with RoC and publish the same in two national newspapers (one each in English and Hindi) and a regional newspa
(Marathi). This advertisement shall contain the salient features of the Prospectus as specified under Form 2A of the Compa
Act, the method and process of bidding and the names and addresses of the members of the Syndicate. The members
Syndicate shall accept Bids from the Bidders during the Offer Period.

The Bidding Period shall be open for at least 5 days and not more than 10 days. In case the Price Band is revisatl, the re
Price Band and the Bidding Period will be published in two national newspapers (one each in English and Hindi) and o
regional newspaper (Marathi) and the Bidding Period shall be extended for a further period of three days, subject to the tc
Bidding Period not exceeding thirteen days.

During the Bidding Period, the Bidders may approach the members of the Syndicate to submit their Bid. Every member of 1
Syndicate shall accept Bids from all clients/investors who place orders through them and shall have the right to vet the bic

Each Bid cum Application Form will give the Bidder the choice to bid for up to three optional prices (for details refer to th
paragraph entitled “Bids at Different Price Levels” on page 122 of this Prospectus) within the Price Band and specifydhe dem:
(i.e., the number of Equity Shares bid for). The price and demand options submitted by the Bidder in the Bid cum Applicatic
Form will be treated as optional demands from the Bidder and will not be cumulated. After determination of the Offer Price, tl
maximum number of Equity Shares bid for by a Bidder at or above the Offer Price will be considered for allocation anfl the rest
the Bid(s), irrespective of the bid price, will become automatically invalid.

The Bidder cannot bid on another Bid cum Application Form after Bids on one Bid cum Application Form have been submitte
to any member of the Syndicate. Submission of a second Bid cum Application Form to either the same or to another membe
the Syndicate will be treated as multiple bidding and is liable to be rejected either before entering the Bid into thie electror
bidding system, or at any point of time prior to the allotment of Equity Shares in this Offer. However, the Bidder camerevise t
Bid through the Revision Form, the procedure for which is detailed in the paragraph “Build up of the Book and Revision of Bid:
on page 125 of this Prospectus.

The members of the Syndicate will enter each option into the electronic bidding system as a separate Bid and genera
Transaction Registration Slip (TRS), for each price and demand option and give the same to the Bidder. Therefore, a Bidder
receive up to three TRSs for each Bid cum Application Form.

Along with the Bid cum Application Form, all Bidders will make payment in the manner described under the paragraph “Tern
of Payment and Payment into Escrow Account” on page 123 of the Prospectus.

Bids at Different Price Levels

1

The Price Band has been fixed at Rs.200 to Rs.230 per Equity Share, Rs. 200 being the floor of the Price Band anddRrs. 230 |
the cap of the Price Band. The Bidders can bid at any price within the Price Band, in multiples of Re.1.

Our Company, in consultation with the BRLMs, can revise the Price Band during the Bidding Period, in which case the Biddir
Period shall be extended further for a period of three days, subject to the total Bidding Period not exceeding thirtden days.
cap on the Price Band should not be more than 20% of the floor of the Price Band. Subject to compliance with the immediat
preceding sentence, the floor of Price Band can move up or down to the extent of 20% of the floor of the Price Band disclos
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in this Prospectus.

3. Any revision in the Price Band will be widely disseminated by informing the stock exchanges, by issuing a public notice in tw
national newspapers (one each in English and Hindi), and one regional newspaper (Marathi) and also indicating the chang
the relevant websites and the terminals of the members of the Syndicate.

4. Our Company, in consultation with the BRLMs, can finalise the Offer Price within the Price Band without the prior approval of
or intimation, to the Bidders.

5. The Bidder can bid at any price within the Price Band. The Bidder has to bid for the desired number of Equity Shasiis at a spe
price Retail Bidders may bid at “Cut-off”. However, bidding at “Cut-off” is prohibited for QIB or Non Institutional Bidders and
such Bids from QIBs and Non Institutional Bidders shall be rejected.

6. Retail Bidders who bid at the Cut-off agree that they shall purchase the Equity Shares at the Offer Price, as finaibddetermi
which will be a price within the Price Band. Retail Bidders bidding at Cut-Off shall deposit in the Escrow Account the Bid
Amount based on cap of the Price Band. In the event the Bid Amount is higher than the allocation amount payable by the Re
Bidders (i.e., the total number of Equity Shares allocated in the Offer multiplied by the Offer Price), Retail Biddecesteall re
the refund of the excess amounts from the Escrow Account.

7. In case of an upward revision in the Price Band announced as above, Retail Bidders who had bid at Cut-off couldvistaer (i) re
their Bid or (ii) make additional payment based on the cap of the revised Price Band, with the member of the Syndicate to wh
the original Bid was submitted. In case the total amount (i.e. original Bid Amount plus additional payment) exceeds Rs.50,0(
the Bid will be considered for allocation under the Non-Institutional Portion in terms of this Prospectus. If, howevedgthe Bid
does not either revise the Bid or make additional payment and the Offer Price is higher than the cap of the Price Band prio
revision, the number of Equity Shares bid for shall be adjusted for the purpose of allocation, such that the no addigworal paym
would be required from the Bidder.

8. Incase of a downward revision in the Price Band, announced as above, Retail Bidders who have bid at Cut-off couiskeither re
their Bid or the excess amount paid at the time of bidding would be refunded from the Escrow Account.

Escrow Mechanism
Escrow Account of the Company

Our Company shall open Escrow Accounts with one or more Escrow Collection Banks in whose favour the Bidders shall make
the cheque or demand draft in respect of his or her Bid and/or revision of the Bid. Cheques or demand drafts receiuddfdr the f
Amount from Bidders in a certain category would be deposited in the Escrow Account of the Company. The Escrow Collection Bar
will act in terms of the Prospectus and an Escrow Agreement. The monies in the Escrow Account of the Company shall ik mainta
by the Escrow Collection Bank(s) for and on behalf of the Bidders. The Escrow Collection Bank(s) shall not exercise any li¢
whatsoever over the monies deposited therein and shall hold the monies therein in trust for the Bidders. On the Desighated Date
Escrow Collection Banks shall transfer the monies from the Escrow Account to the Public Offer Account as per the terms of t
Escrow Agreement with the Company.

Terms of Payment and Payment into the Escrow Account

Each Bidder shall, with the submission of the Bid cum Application Form draw a cheque or demand draft for the maximum amount
the Bid in favour of the Escrow Account of the Escrow Collection Bank (for details refer to the paragraph “Payment InStractions
page 128 of this Prospectus) and submit the same to the member of the Syndicate with whom the Bid is being deposited. Bid «
Application Forms accompanied by cash shall not be accepted. The maximum Bid price has to be paid at the time of submissio
the Bid cum Application Form based on the highest bidding option of the Bidder.

The members of the Syndicate shall deposit the cheque or, demand draft with the Escrow Collection Bank. The Escrow Collect
Bank will hold all monies collected for the benefit of the Bidders until the Designated Date. On the Designated Date vthe Escrc
Collection Bank shall transfer the funds in respect of those Bidders whose Bids have been accepted from the Escrow pecount, a
the terms of the Escrow Agreement, into the Public Offer Account. The balance amounts after the transfer to the Public Of
Account, lying credited with the Escrow Collection Banks shall be held for the benefit of the Bidders who are entitleddo @mef

the Designated Date and no later than 15 days from the Bid/Offer Closing Date, the Escrow Collection Bank shall also refund
amounts payable to unsuccessful Bidders and also the excess amount paid on bidding, if any, after adjustment for atlweation, t
Bidders.
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Each category of Bidders (i.e., QIBs, Non Institutional Bidders and Retail Bidders) would be required to pay their appligable M
Amount at the time of the submission of the Bid cum Application Form. The details of the Margin Amount payable will becavailabl
with the members of the Syndicate and will be as per the Syndicate Agreement. Where the Margin Amount applicable to the Bid
is less than 100% of the Bid Amount, any difference between the amount payable by the Bidder for Equity Shares allocated at
Offer Price and the Margin Amount paid at the time of Bidding, shall be payable by the Bidder no later than the Pay-indbate, wh
shall be a minimum period of 2 days from the date of communication of the allocation list to the members of the Syndeate by t
BRLMs. If the payment is not made favoring the Escrow Account within the time stipulated above, the Bid of the Biddetas liable
be cancelled. However, if the applicable Margin Amount for Bidders is 100%, the full amount of payment has to be maaieat the ti
of submission of the Bid cum Application Form.

Where the Bidder has been allocated lesser number of Equity Shares than they had bid for, the excess amount paid @mpidding, i
after adjustment for allocation, will be refunded to such Bidder within 15 days from the Bid/Offer Closing Date.

Electronic Registration of Bids

1

The members of the Syndicate will register the Bids using the on-line facilities of NSE and BSE. There will be at ledisteone o
connectivity in each city where a Stock Exchange Centre is located in India, and where Bids are accepted.

NSE and BSE will offer a screen-based facility for registering Bids for the Offer. This facility will be available omihal$ef

the members of the Syndicate and their authorised agents during the Bidding Period. Members of the Syndicate can also s
facilities for off-line electronic registration of Bids subject to the condition that they will subsequently upload the dé&tdin

file into the on-line facilities for book building on a half hourly basis. On the Bid Closing Date, we will upload the Blschnt

time as permitted by the Stock Exchanges.

The aggregate demand and price for Bids registered on each of the electronic facilities of NSE and BSE will be uplfaded on
hourly basis and consolidated. A graphical representation of consolidated demand and price would be made available at
bidding centres during the Bidding Period.

At the time of registering each Bid, the members of the Syndicate shall enter the following details of the investoiiitethe on
system:

Name of the investor;

Investor category — Individual, Corporate, NRI, Fll, or Mutual Funds, etc.;
Numbers of Equity Shares bid for;

Bid price;

Bid cum Application Form number;

Whether payment is made upon submission of Bid cum Application Form; and
@ Depository Participant Identification number and Client Identification number of the demat account of the Bidder.

A system generated TRS will be given to the Bidder as a proof of the registration of each of the biddingltistithres.
Bidder’s responsibility to obtain the TRS from the members of the Syndicat& he registration of the Bid by the member of the
Syndicate does not guarantee that the Equity Shares shall be allocated either by the members of the Syndicate or the Com,

Such TRS will be non-negotiable and by itself will not create any obligation of any kind.

It is to be distinctly understood that the permission given by NSE to use their network and software of the online IPO syste
should not in any way be deemed or construed that the compliance with various statutory and other requirements by
Company or the BRLMs are cleared or approved by NSE; nor does it in any manner warrant, certify or endorse the correctn
or completeness of any of the compliance with the statutory and other requirements nor does it take any responsibility for
financial or other soundness of our Company, promoters, management or any scheme or our project.

It is also to be distinctly understood that the approval given by NSE should not in any way be deemed or construed that
Prospectus has been cleared or approved by NSE; nor does it in any manner warrant, certify or endorse the correctne:
completeness of any of the contents of this Prospectus; nor does it warrant that the Equity Shares will be listed owill conti
to be listed on the NSE.
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Build Up of the Book and Revision of Bids

1

Bids registered by various Bidders through the members of the Syndicate shall be electronically transmitted to the NSE or E
mainframe on an on-line basis. Data would be uploaded on a half hourly basis.

The Price Band can be revised during the Bidding Period, in which case the Bidding Period shall be extended furtie for a pe
of three days, subject to the total Bidding Period not exceeding thirteen days. The cap on the Price Band should natrioe more
20% of the floor of the Price Band. Subject to compliance with the immediately preceding sentence, the floor of Price Band c
move up or down to the extent of 20% of the floor of the Price Band prior to such revision disclosed in this Prospectus

Any revision in the Price Band will be widely disseminated by informing the stock exchanges, by issuing a public notice in tw
national newspapers (one each in English and Hindi) and one regional newspaper (Marathi) and also indicating the chang
the relevant websites and the terminals of the members of the Syndicate.

During the Bidding Period, any Bidder who has registered an interest in the Equity Shares at a particular price lawgel is free
revise the Bid within the Price Band using the printed Revision Form which is a part of the Bid cum Application Form.

Revisions can be made in both the desired number of Equity Shares and the Bid price by using the Revision Form. The Bic
must complete the details of all the options in the Bid cum Application Form or earlier Revision Form and revisions for all th
options as per the Bid cum Application Form or earlier Revision Form. For example, if a Bidder has bid for three optiBias in the
cum Application Form or the earlier Revision Form and is changing only one of the options in the Revision Form, the Bidder mt
still complete the details of the other two options, that are not being revised in the Revision Form. Incomplete or inaccure
Revision Forms will not be accepted by the members of the Syndicate.

The Bidder can make this revision any number of times during the Bidding Period. However, for any revision(s) in Biel earlier
the Bidders will have to use the services of the same member of the Syndicate through whom the original Bid was plac
Bidders are advised to retain copies of the blank Revision Form and the revised Bid must only be made on that Revision Form.

Any revision of the Bid shall be accompanied by payment in the form of cheque or demand draft for the incremental amount
any, to be paid on account of the upward revision of the Bid. The excess amount, if any, resulting from downward regision of |
Bid would be returned to the Bidder at the time of refund in accordance with the terms of this Prospectus. In case of QIBs,
members of the Syndicate may at their sole discretion waive the payment requirement at the time of one or more revisions by
QIB Bidder.

When a Bidder revises a Bid, the Bidder shall surrender the earlier TRS and get a revised TRS from the member of the Syndit
It is the responsibility of the Bidder to request for and obtain the revised TRS, which will act as proof of having reBised the

In case of discrepancy of data between the electronic book and the physical book, the decision of the BRLMs shaltibe final :
binding on all concerned.

Price Discovery and Allocation

1

After the Bid/Offer Closing Date, the BRLMs shall analyse the demand generated at various price levels and discuss pric
strategy with our Company.

Our Company, in consultation with the BRLMs, shall finalise the “Offer Price” and the number of Equity Shares to bettansferr
and the allocation to successful QIB Bidders. The allocation to QIBs will be decided based on the quality of the QIB Bidd
determined broadly by the size, price and date of the Bid.

The allocation to QIBs of 60% of the Offer Size would be discretionary. The allocation to Non Institutional Bidders and Reta
Bidders of not less than 15% and not less than 25% of the Offer Size, respectively, would be on a proportionate basis
consultation with the Designated Stock Exchange and subject to valid Bids being received at or above the Offer Price.

Undersubscription, if any, in any category, would be allowed to be met with spill over from any of the other catepergedeat t
discretion of our Company, in consultation with the BRLMs.

Allocation to eligible residents, NRIs or FlIs applying on repatriation basis will be subject to the terms and conglitiatesisti
by the FIPB and RBI while granting permission for Offer of Equity Shares to them.

The BRLMs and our Company, shall notify the members of the Syndicate of the Offer Price and allocations to their respect
Bidders where the full Bid Amount has not been collected from the Bidders.
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7. Our Company reserves the right to cancel the Offer any time after the Bid/Offer Opening Date without assigning any reas
therefor.

Signing of Underwriting Agreement and RoC Filing

1. Our Company, on its own behalf and on behalf of the Selling Shareholders, the BRLMs, CBRLM and the other members of 1
Syndicate shall enter into an Underwriting Agreement on reaching agreement on the Offer Price and allocation(s) to the Bidd

2. After the Underwriting Agreement is signed among our Company, on its own behalf and on behalf of the Selling Shareholde
the BRLMs, CBRLM and the other members of the Syndicate, we will file the Prospectus with RoC, which then would be terme
‘Prospectus’. The Prospectus would have details of the Offer Price, size of the Offer, underwriting arrangements and would
complete in all material respects.

Advertisement regarding Offer Price and Prospectus

A statutory advertisement will be issued by us after the filing of the Prospectus with the RoC. This advertisement, itoatdition
information that has to be set out in the statutory advertisement, shall indicate the Offer Price. Any material updatebdetween
Prospectus and the Prospectus will be included in such statutory advertisement.

Issuance of Confirmation of Allocation Note

1. The members of the Syndicate would send the CAN to their Bidders who have been allocated Equity Shares in the Offer. -
despatch of a CAN shall be deemed a valid, binding and irrevocable contract for the Bidder to pay the entire Offer Price for
the Equity Shares allocated to such Bidder. Those Bidders who have not paid the full Bid Amount into the Escrow Account
or prior to the time of bidding shall pay the full amount into the Escrow Account on or prior to the Pay-in Date spehiied in t
CAN. The BRLMs or Registrar to the Offer shall send to the members of the Syndicate a list of their Bidders who have be
allocated Equity Shares in the Offer.

2. Bidders who have been allocated Equity Shares and who have already paid the full Bid Amount into the Escrow Account at
time of bidding shall directly receive the CAN from the Registrar to the Offer subject, however, to realisation of theimrcheque
demand draft paid into the Escrow Account. The despatch of a CAN shall be a deemed a valid, binding and irrevocable cont
for the Bidder to pay the entire Offer Price for all the Equity Shares allotted/transferred to such Bidder.

Designated Date and Transfer of Funds to Public Offer Account

On the Designated Date, successful Bidders will receive credit for the Equity Shares directly in their depositoryEagdtunt.
Shares will be allotted/transferred only in the dematerialised form to the allotteeSuccessful Bidders will have the option to re-
materialise the Equity Shares so allotted/transferred, if they so desire, as per the provisions of the Companies Agt@sitbtiesDe
Act.

Our Company will ensure the allotment/transfer of Equity Shares within 15 days of the Bid/Offer Closing Date and als@ensure tl
credit is given to the successful Bidders’ depository accounts within two working days from the date of allotment.

General Instructions
Do’s:
® Check if you are eligible to apply;

® Read all the instructions carefully and complete the Resident Bid cum Application Form (white in colour) or Non-Resident Bi
cum Application Form (blue in colour), as the case may be;

Ensure that you Bid only in the Price Band;

Ensure that the details about Depository Participant and Beneficiary Account are correct as there will be no allotment/trans
of Equity Shares in physical form;

® Ensure that the Bids are submitted at the bidding centres only on forms bearing the stamp of a member of the Syndicate;
® Ensure that you have collected a TRS for all your Bid options; and
® Submit revised Bids to the same member of the Syndicate through whom the original Bid was placed and obtain arevised T

Don'ts:

® Do not Bid for lower than the minimum Bid size;
® Do not Bid/ revise the Bid to a price that is less than the floor of the Price Band or higher than the cap of the Price Band;
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Do not Bid on another Bid cum Application Form after you have submitted the Bid to the members of the Syndicate;
Do not pay the Bid Amount in cash;

Do not send Bid cum Application Forms by post; instead hand them over to a member of the Syndicate only;

Do not Bid at Cut-off price (for Non Institutional Bidders and QIB Bidders);

Do not fill up the Bid cum Application Form for an amount that exceeds the investment limit or maximum number of Equity Share
that can be held by a Bidder under applicable law.

Instructions for Completing the Bid cum Application Form

Bidders can obtain Bid cum Application Forms and / or Revision Forms from the members of the Syndicate.
Bids and Revision of Bids

Bids and revision of Bids must be:

1. Made only in the prescribed Bid cum Application Form or Revision Form, as applicable (white colour for resident Indians ar
NRIs applying on non-repatriation basis and blue colour for NRIs or FlIs applying on repatriation basis).

2. Completed in full,in BLOCK LETTERS in ENGLISH and in accordance with the instructions contained herein, in the Bid cun
Application Form or in the Revision Form. Incomplete Bid cum Application Forms or Revision Forms are liable to be rejected

3. For Retail Bidders, the Bids must be for a minimum of 50 Equity Shares and in multiples of 50 thereafter subject to aBighximum
Amount of Rs.50,000.

4. For Non Institutional Bidders and QIB Bidders, Bids must be for a minimum of such number of Equity Shares that the Bi
Amount exceeds Rs.50,000 and in multiples of 50 Equity Shares thereafter. Bids cannot be made for more than the size of
Offer. Bidders are advised to ensure that a single Bid from them should not exceed the investment limits or maximum numbe
Equity Shares that can be held by them under applicable laws.

5. Insingle name or in joint names (not more than three).

6. Thumb impressions and signatures other than in the languages specified in the Eighth Schedule in the Constitution of Ir
must be attested by a Magistrate or a Notary Public or a Special Executive Magistrate under official seal.

Bidder's Bank Details

The name of the sole or first Bidder’s bank, branch, type of account and account numbers must be mandatorily compleded in the
cum Application Form. This is required for the Bidder’s own safety so that these details can be printed on the refundeselers. T
bank account details should be the same as those mentioned in the Bidder’s depository account, as those details wibirbe printe
the refund orders. Bid cum Application Forms without these details are liable to be rejected. It is the Bidder’s resporesililitg

that the details of the Bidder’s depository account are correct.

Bidders Depository Account Details

Equity Shares shall be allotted/transferred only in dematerialised form. All Bidders should mention their Depository Participan
name, Depository Participant-ldentification number and Beneficiary Account Number in the Bid cum Application Form. Pleas
ensure that in case of joint names, the names stated in the Bid cum Application Form should be in the same order asieel names
in the Bidders’ depository account.

Bids under Power of Attorney

In case of Bids made pursuant to a Power of Attorney or by limited companies, corporate bodies, registered societes; apsertifi
of the Power of Attorney or the relevant resolution or authority, as the case may be, along with a certified copy of tinelumemora
and articles of association and/or bye laws must be submitted with the Bid cum Application Form. Failing this, we reiggve the r
to accept or reject any Bid in whole or in part, in either case, without assigning any reason therefor.

In case of Bids made pursuant to a Power of Attorney by FlIs, a certified copy of the Power of Attorney or the relevéor osolut
authority, as the case may be, along with a certified copy of their SEBI registration certificate must be submitted wittuthe Bi
Application Form. Failing this, our Company reserves the right to accept or reject any Bid in whole or in part, in eitivéhoase,
assigning any reason therefore.

We, in our absolute discretion, reserve the right to relax the above condition of simultaneous lodging of the Power cdlatigrney
with the Bid cum Application form, subject to such terms and conditions as we may deem fit.
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Bids by NRIs
NRI Bidders to comply with the following:

1. Individual NRI Bidders can obtain the Bid cum Application Forms from our corporate office at Akruti Softech Park, MIDC Cros:¢
Road No. 21, Andheri East, Mumbai 400 093, India, or from members of the Syndicate or the Registrar to the Offer.

2. NRI Bidders may please note that only such Bids as are accompanied by payment in free foreign exchange shall be consid
for allotment. NRIs who intend to make payment through Non-Resident Ordinary (NRO) accounts shall use the Bid cu
Application Form meant for resident Indians (white in colour).

Bids by NRIs or Flls on a repatriation basis
Bids and revision to Bids must be made:

1. Onthe Bid cum Application Form or the Revision Form, as applicable (blue in colour), and completed in full in BLOCK LETTERS
in ENGLISH in accordance with the instructions contained therein.

In a single name or joint names (not more than three).

By NRIs -Bids for a Bid Amount of up to Rs.50,000 would be considered under the Retail Portion for the purposes of allocatio
and bids for a Bid Amount of more than Rs.50,000 would be considered under Non Institutional Portion for the purposes

allocation;By Flls — for a minimum of such number of Equity Shares and in multiples of 50 thereafter that the Bid Amount
exceeds Rs.50,000; for further details see “Offer Procedure - Maximum and Minimum Bid Size”.

4. Inthe names of individuals, or in the names of FlIs but not in the names of minors, OCBSs, firms or partnerships, i@mnaign nat
or their nominees.

5. Refunds, dividends and other distributions, if any, will be payable in Indian Rupees only and net of bank charges and |
commission. In case of Bidders who remit money through Indian Rupee drafts purchased abroad, such payments in Inc
Rupees will be converted into U.S. Dollars or any other freely convertible currency as may be permitted by the RBIcdt the rate
exchange prevailing at the time of remittance and will be dispatched by registered post or if the Bidders so desireditgitibe cr
to their NRE accounts, details of which should be furnished in the space provided for this purpose in the Bid cum Applicatic
Form. We will not be responsible for loss, if any, incurred by the Bidder on account of conversion of foreign currency.

Payment Instructions

Our Company shall open an Escrow Account of the Company with the Escrow Collection Banks for the collection of the Bi
Amounts payable upon submission of the Bid cum Application Form. The BRLMs, CBRLM and Syndicate Member(s) shall als
open Escrow Accounts of the Syndicate with one or more of the Escrow Collection Banks for the collection of the margin amou
payable upon submission of the Bid cum Application Form and for amounts payable pursuant to allocation in the Offer.

Each Bidder shall draw a cheque or demand draft for the amount payable on the Bid and/or on allocation as per the folkwing ter
Payment into Escrow Account of the Company:

1. The Bidders for whom the applicable margin is equal to 100% shall, with the submission of the Bid cum Application Form, dra
a payment instrument for the Bid Amount in favour of the Escrow Account of the Company and submit the same to the meml|
of the Syndicate.

2. In case the above margin amount paid by the Bidders during the Bidding Period is less than the Offer Price multiplied by |
Equity Shares allocated to the Bidder, the balance amount shall be paid by the Bidders into the Escrow Account of the Comp
within the period specified in the CAN which shall be subject to a minimum period of two days from the date of communicatio
of the allocation list to the members of the Syndicate by the BRLMs.

3. The payment instruments for payment into the Escrow Account of the Company should be drawn in favour of:
(@) In case of Resident Biddef&scrow Account — Patni Offer”
(b) Incase of Non Resident Biddetsscrow Account — Patni Offer -NR”

® In case of Bids by NRIs applying on repatriation basis, the payments must be made through Indian Rupee Dra
purchased abroad or cheques or bank drafts, for the amount payable on application remitted through normal bank
channels or out of funds held in Non-Resident External (NRE) Accounts or Foreign Currency Non-Resident (FCNR
Accounts, maintained with banks authorised to deal in foreign exchange in India, along with documentary evidence
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support of the remittance. Payment will not be accepted out of a Non-Resident Ordinary (NRO) Account of a Nor
Resident bidder bidding on a repatriation basis. Payment by drafts should be accompanied by a bank certific
confirming that the draft has been issued by debiting an NRE or FCNR Account.

® In case of Bids by Flls, the payment should be made out of funds held in a Special Rupee Account along wif
documentary evidence in support of the remittance. Payment by drafts should be accompanied by a bank certific
confirming that the draft has been issued by debiting the Special Rupee Account.

4. Where a Bidder has been allocated a lesser number of Equity Shares than the Bidder has Bid for, the excess amoight, if any
on bidding, after adjustment towards the balance amount payable on the Equity Shares allocated, will be refunded to the Bic
from the Escrow Account of the Company.

The monies deposited in the Escrow Account of the Company will be held for the benefit of the Bidders till the Designated Da

6. Onthe Designated Date, the Escrow Collection Banks shall transfer the funds from the Escrow Account of the Company as
the terms of the Escrow Agreement into the Public Offer Account with the Bankers to the Offer.

7. No later than 15 days from the Bid/Offer Closing Date, the Escrow Collection Bank shall refund all amounts payablegsfuhsucce
Bidders and also the excess amount paid on Bidding, if any, after adjusting for allocation to the Bidders.

Submission of Bid cum Application Form

All Bid cum Application Forms or Revision Forms duly completed and accompanied by account payee cheques or drafts shall
submitted to the members of the Syndicate at the time of submission of the Bid cum Application Form unless waived by & membe
the Syndicate at its sole discretion.

The collection center of the members of the Syndicate will acknowledge the receipt of the Bid cum Application Forms or Revisic
Forms by stamping and returning to the Bidder the acknowledgement slip. This acknowledgement slip will serve as thefduplicate
the Bid cum Application Form for the records of the Bidder. No separate receipts shall be issued for the money paid on 1
submission of Bid cum Application Form or Revision Form.

Other Instructions
Joint Bids in the case of Individuals

Bids may be made by individuals in single or joint names (not more than three). In the case of joint Bids, all refund dhf@unts w
made only in favour of the Bidder whose name appears first in the Bid cum Application Form or Revision Form (“First Bitider”). A
communications will be addressed to the First Bidder and will be despatched to his or her address.

Multiple Bids

A Bidder should submit only one Bid (and not more than one) for the total number of Equity Shares required. Two or mdire Bids w
be deemed to be multiple Bids if the sole or First Bidder is one and the same.

In case of a mutual fund, a separate Bid can be made in respect of each scheme of the mutual fund registered with SBRisand suct
in respect of more than one scheme of the mutual fund will not be treated as multiple Bids provided that the Bids ckgarthéndic
scheme concerned for which the Bid has been made.

We reserve the right to reject, in our absolute discretion, all or any multiple Bids in all or any categories.
‘PAN’ or ‘GIR’ Number

Where the maximum Bid for Equity Shares by a Bidder is for a total value of Rs.50,000 or more, i.e., the actual numbgrs of Equ
Shares Bid for multiplied by the Bid Amount is Rs.50,000 or more, the Bidder or, in the case of a Bid in joint name$eBaldefs

should mention his or her Permanent Account Number (PAN) allotted under the Income Tax Act, 1961, as amended or where the <
has not been allotted, the General Index Register (GIR) Number and the Income-Tax Circle, Ward or District. In casePwither the
nor the GIR number has been allotted, the Bidders must mention “Not allotted” in the appropriate place. Bid cum Applivetion For
without this information will be considered incomplete and are liable to be rejected.

Our Right to Reject Bids

Our Company and the members of the Syndicate reserve the right to reject any Bid without assigning any reason therefore in:
of QIBs. In case of Non Institutional Bidders and Retail Bidders, our Company would have the right to reject Bids onlyaah techn
grounds. Consequent refunds shall be made by cheque or pay order or draft and will be sent to the Bidder’s addressrat the Bid
risk.
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Grounds for Technical Rejections

Bidders are advised to note that Bids are liable to be rejected on technical grounds, including the following:

© O No g bk wDdDPE

e o =
a > wbdPE o

16.

17.
18.
19.
20.

Amount paid does not tally with the amount payable for the highest value of Equity Shares bid for;
Bank account details (for refund) are not given;

Age of First Bidder not given;

Bids by minors;

PAN or GIR Number not given if Bid is for Rs.50,000 or more;

Bids for lower number of Equity Shares than specified for that category of investor;

Bids at a price less than the floor of the Price Band and higher than the cap of the Price Band;
Bids at Cut-off price by a QIB or a Non Institutional Bidder;

Bids for number of Equity Shares, which are not in multiples of 50;

Category not ticked;

. Multiple Bids;

In case of Bid under power of attorney or by limited companies, corporate, trust, etc., relevant documents are not submitte
Bid cum Application Form does not have the stamp of a member of the Syndicate;
Bid cum Application Form does not have the Bidder’s depository account details, including as specified below;

Bid cum Application Forms are not submitted by the Bidders within the time prescribed as per the Bid cum Application Forn
Bid/Offer Opening Date advertisement and this Prospectus and as per the instructions in this Prospectus and the Bid c
Application Form;

Bids for amounts greater than the maximum permissible amounts prescribed by the regulations see the details regardin
same at page 122 of this Prospectus;

Bids not duly signed by the sole/joint Bidders;
Bids accompanied with Stockinvests;
Bids by OCBs; or

Bids by U.S. residents or U.S. persons other than “qualified institutional buyers” as defined in Rule 144A of the Wi&s Secur
Act of 1933.

Equity Shares in Dematerialised Form with NSDL or CDSL

In terms of Section 68B of the Companies Act, the Equity Shares in this Offer shall be allotted/transferred only in desddtenali
(i.e., not in the form of physical certificates but be fungible and be represented by the statement issued through edéelefyonic m

In this context, two tripartite agreement have been signed between the Registrar to the Offer, the Depositories and the Compa

An agreement dated August 9, 2002 among NSDL, the Company and Karvy Consultants Limited; and
An agreement dated January 8, 2004 among CDSL, the Company and Karvy Consultants Limited.

Bids from any Bidder without the following details of his or her depository account are liable to be rejected:

1

A Bidder applying for Equity Shares must have at least one beneficiary account with either of the Depository Participants
NSDL or CDSL prior to making the Bid.

The Bidder must necessarily fill in the details (including the beneficiary account number and Depository Participditiitaenti
number) appearing in the Bid cum Application Form or Revision Form.

Equity Shares allotted/transferred to a Bidder will be credited in electronic form directly to the beneficiary accoung (with
Depository Participant) of the Bidder.

Names in the Bid cum Application Form or Revision Form should be identical to those appearing in the account details in t
Depository. In case of joint holders, the names should necessarily be in the same sequence as they appear in the depo:s
account of the Bidder(s).
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5. Ifincomplete or incorrect details are given under the heading ‘Bidders Depository Account Details’ in the Bid cum Applicatio

Form or Revision Form.

6. The Bidder is responsible for the correctness of his or her demographic details given in the Bid cum Application Fasm vis-a-\
those with his or her Depository Participant.

7. 1t may be noted that Equity Shares in electronic form can be traded only on the stock exchanges having electronicyconnecti
with NSDL or CDSL. All the stock exchanges where our Equity Shares are proposed to be listed are connected to NSDL &
CDSL.

9. The trading of our Equity Shares would only be in dematerialised form for all investors

10. As this Offer also comprises an Offer for Sale by the existing shareholders, investors are advised to instruct theiy Deposit
Participants to accept the Equity Shares that may be allocated to them pursuant to this Offer.

Communications

All future communications in connection with Bids made in the Offer should be addressed to the Registrar to the Offeneuoting t
full name of the sole or First Bidder, Bid cum Application Form number, number of Equity Shares applied for, date of Baiierm,
and address of the member of the Syndicate where the Bid was submitted and cheque or draft number and issuing bank there

Undertaking by our Company
The Company undertakes as follows:
@ that the complaints received in respect of this Offer shall be attended to by us expeditiously;

@ thatwe shall take all steps for the completion of the necessary formalities for listing and commencement of tradingfaclall the
exchanges where the Equity Shares are to be listed within seven working days of finalisation of the basis of allotment;

@ that the funds required for despatch of refund orders or allotment advice by registered post or speed post shall be m
available to the Registrar to the Offer by us;

@ that the refund orders or allotment advice to the NRIs or Flls shall be dispatched within specified time; and

@ that no further offer of Equity Shares shall be made until the Equity Shares offered through this Prospectus are listieel or unti
Bid moneys are refunded on account of non-listing, under-subscription, etc.

Utilisation of Offer Proceeds
The Board of Directors of the Company certify that:

@ all monies received out of the Fresh Issue shall be transferred to a separate bank account other than the bank account ref
to in sub-section (3) of Section 73 of the Companies Act;

@ details of all monies utilised out of Fresh Issue referred above shall be disclosed under an appropriate separate head ir
balance sheet of the Company indicating the purpose for which such monies have been utilised; and

@ details of all unutilised monies out of the Fresh Issue, if any shall be disclosed under the appropriate separate head in
balance sheet of the Company indicating the form in which such unutilised monies have been invested.

Our Company and the Selling Shareholders shall not have recourse to the Offer proceeds until approval for trading ofr&gjuity Sh:
from all the stock exchanges where listing is sought is received. The Company shall pay to the Selling Shareholderssiraceeds ar
from the Offer for Sale forthwith on the same being permitted to be released in accordance with the SEBI regulations and
Companies Act, being no later than 2 business days after receipt of approval for trading of Equity Shares from all the stc
exchanges where listing is sought.

Pending utilisation of net proceeds of the Fresh Issue as specified under the section “Objects of the Offer” the netiploeeeds w
invested by the Company in high quality interest bearing liquid instruments including but not limited to deposits withr bla@ks fo
necessary duration.

Procedure and Time Schedule for Allotment of Equity Shares

Our Company reserves, at our absolute and uncontrolled discretion and without assigning any reason thereof, the right to acce
reject any Bid in whole or in part. In case a Bid is rejected in full, the whole of the Bid Amount will be refunded to ¢énevigidd
15 days of the Bid/Offer Closing Date. In case a Bid is rejected in part, the excess Bid Amount will be refunded to thétidder
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15 days of the Bid/Offer Closing Date. We will ensure the allotment of the Equity Shares within 15 days from the Bid/@ffgr Clos
Date. Our Company shall pay interest at the rate of 15% per annum (for any delay beyond the periods as mentioned above
allotment is not made, refund orders are not dispatched and/ or demat credits are not made to investors within two wiyddamg days
the date of allotment.

Disposal of Applications and Application Money

We shall ensure dispatch of allotment advice or refund orders and giving of benefit to the Beneficiary Account with Depositol
Participants and submission of the allotment and listing documents to the Stock Exchanges within two workirig alésetioh

of the basis of allotment of Equity SharesOur Company shall ensure the dispatch of refund orders, if any, of value up to Rs.1,500,
“Under Certificate of Posting”, and dispatch of refund orders above Rs.1,500, if any, by Registered Post or Speed Btesbat the s
First Bidder’s sole risk.

We shall use best efforts to ensure that all steps for completion of the necessary formalities for listing and commetreglingnt of
at all the Stock Exchanges where the Equity Shares are proposed to be listed are taken within seven working days ofdfnalisatic
the basis of allotment.

In accordance with the Companies Act, the requirements of the stock exchanges and SEBI Guidelines, the Company, fur!
undertakes that:

® Allotment of Equity Shares shall be made only in dematerialised form within 15 days of the Bid/Offer Closing Date;

® Our Company would ensure despatch of refund orders within 15 days of the Bid/Offer Closing Date; and

® Our Company shall pay interest at 15% per annum (for any delay beyond the 15 days time period as mentioned above
allotment/transfer is not made, refund orders are not dispatched and/or demat credits are not made to investors within the
days time prescribed above.

Our Company will provide adequate funds required to the Registrar to the Offer for dispatch of refund orders or allotraent advic

Refunds will be made by cheques, pay orders or demand drafts drawn on a bank appointed by us as a refund banker and paye
par at places where Bids are received. Bank charges, if any, for cashing such cheques, pay orders or demand draftses other ¢
will be payable by the Bidders.

Interest on Refund of excess Bid Amount

Our Company shall pay interest at the rate of 15% per annum on the excess Bid Amount received by us if refund orders are
dispatched within 15 days from the Bid/Offer Closing Date as per the guidelines issued by the Government of India, Ministry
Finance pursuant to their letter no. F-8/6/SE/79 dated July 21, 1983, as amended by their letter no. F/14/SE/85 date@%eptembe
1985, addressed to the stock exchanges, and as further modified by SEBI’s Clarification XXI dated October 27, 1997, wih respec
the SEBI Guidelines.

Restrictions on Foreign Ownership of Indian Securities

Foreign investment in Indian securities is regulated through the industrial policy of Government of India, or the Indicstiéaido
FEMA. While the Industrial Policy prescribes the limits and the conditions subject to which foreign investment can be made
different sectors of the Indian economy, FEMA regulates the precise manner in which such investment may be made. Under
Industrial Policy, unless specifically restricted, foreign direct investment is freely permitted in all sectors of Indiaryeqoim

any extent and without any prior approvals, but the foreign direct investor is required to follow certain prescribed pfocedures
making such investment. As per current foreign investment policies, foreign investment is allowed up to 100% in companies in
IT sector. The government bodies responsible for granting foreign investment approvals are the Foreign Investment Promot
Board of the Government of India (“FIPB”) and the RBI. Under present regulations, the maximum permissible Fll investment in o
Company is restricted to 24% of our total issued capital. This can be raised to 100% by adoption of a Board resolutiga and spe
resolution by our shareholders; however, as of the date hereof, no such resolution has been recommended to Board ddens shareh
for adoption.
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BASIS FOR OFFER PRICE

Qualitative Factors

Ability to manage large client relationship&Ve have successfully demonstrated the ability to manage large client relationships.
Our ability to rapidly service client requirements both onsite in client geographies and offshore in India enables us to effective
respond to the demands of our large clients.

Delivery ExcellenceOur proven processes allow us to seamlessly deliver high quality and cost-effective IT services from multipls
locations in a reduced timeframe.

Engagement ModelsWe have demonstrated the ability to successfully work with our clients to develop engagement models th:
tie into their business objectives. We believe we are one of the leading Indian providers of fixed-price engagements and believe
clients with large outsourcing requirements will increasingly demand services on a fixed-price basis.

Industry Specific Knowledge and Experienc®ur extensive experience in the insurance, manufacturing and financial services
industries allows us to accurately define and deliver customised services that effectively address the business challenges face
our clients in these industries. With the convergence of IT and corporate strategy, we believe clients will increasingly demand
depth industry experience.

Broad Range of IT ServicedVe provide a broad range of IT services that we believe allows us to function as a virtual extension o
our clients’ IT departments.

Investment in Sales Organisatione have invested in developing a strong client-centric sales approach. Our sales team i
comprised of focused sales personnel responsible for accounts in specific industries and service offerings, regional sales ex
responsible for accounts in specified geographies, account managers responsible for mature accounts and sales specialist
support focused pre-sales and sales efforts in specific industry and service offerings.

Scalable Organisational StructureAs we seek to increasingly structure our business along industry verticals, our strategic
business unit structure enables us to assemble the necessary industry experience, solution architecture skills and delivery proc
in an integrated, flexible and responsive manner.

Quantitative Factors

Information presented in this section is derived from our unconsolidated financial statements prepared in accordance with Inc
GAAP.

1. Adjusted earning per share (EPS)

Pre-Split Post-Split
Rupees Weight Rupees Weight
1  Year ended December 31, 2000 35.97 1 7.19 1
2 Year ended December 31, 2001 57.12 2 11.42 2
3 Year ended December 31, 2002 81.73 3 16.35 3
Weighted Average 65.90 13.18

A. The earning per share has been computed on the basis of adjusted profits & losses for the respective years/ periods after considering the imy
of accounting policy changes and prior period adjustments/ regroupings pertaining to earlier years.

B. The denominator considered for the purpose of calculating earning per share is the weighted average number of Equity Shares outstandi
during the period.

2) Price/Earning (P/E) ratio in relation to Offer Price of Rs.230

a. Based on nine months ended September 30, 2003 EPS (post-split, post bonus, assuming exercise of all options grant
of October 31, 2003 on an annualized basis) is Rs.13.9.

b. P/E based on EPS for the nine months ended September 30, 2003 (post-split, post bonus, assuming exercise of all op
granted as of October 31, 2003 on an annualized ba&&pis

c. Industry p/E

) Highest 731
i) Lowest 2.7
iy Industry Composite 26.7

(1) Source: Capital Market Volume XVIII/14 dated September 15-28, 2003 Category: Computers - Software - Large Volume

133




Patni Computer Systems Limited

3. AverageReturn on Net Worth

Sr. No. % Weight

1 Year ended December 31 2000 31.15 1

2 Year ended December 31 2001 34.10 2

3 Year ended December 31 2002 23.55 3
Weighted Average 28.33

(a) The average return on net worth has been computed on the basis of adjusted profits & losses for the respective year/ period after considering the
impact of accounting policy changes and prior period adjustments/ regroupings pertaining to earlier years.

4. Minimum Return on Increased Net Worth Required to Maintain Pre-Offer EPS.
The minimum return on increased net worth required to maintain pre-Offer September 30, 2003 EPS (post-split, post bonus,
assuming exercise of all options granted asof October 31,2003 on an annualized basis) is 15.5%.

5. Net Asset Value per Equity Share as at September 30,2003 - Pre Bonus Rs.109.1, Post Bonus Rs.72.7.

Net Asset Value per Equity Share (post-split) represents shareholders' equity Iess miscellaneous expenses as divided by
weighted average number of Equity Shares.

6. Net Asset Value per Equity Share after Offer
The net asset value per Equity Share after the Offer isRs.89.6
Offer Price per Equity Share: Rs.230

7. Comparison of Accounting Ratios
Face value of

equity shares (Rs) EPS P/E RONW NAV
Patni® 2.0 139 16.5 19.6% 72.7
Industry Average
Computers - Software Large @ 26.7
Peer Group
Infosys 50 142.8 314 38.8% 431.9
Wipro 20 344 37.7 27.7% 143.2
Satyam 20 130 189 20.6% 67.9
HEL 20 135 161 21.1% 714

50.9 26.0 27.1% 178.6

Peer Group Average

(1) Earnings per share and. net asset value are on a post-split and. post-bonusissue basis as of and. for the nine months ended. September 30, 2003 (post-split, post bonus,
assuming exer cise of all options granted, as of October 31, 2003 on an annualized. basis). Return on networth is based on annualized net profit for the nine month
period ended September 30, 2003.

(2) Source: Capital Market Volume XVI11/14 dated September 15-28, 2003. Category: Computers - Software - Large

134



patmi

SECTION VII: FINANCIAL INFORMATION

UNCONSOLIDATED FINANCIAL STATEMENTS UNDER INDIAN GAAP (INCLUDING SUBSIDIARIES) AS AT AND FOR

THE NINE MONTHS ENDED SEPTEMBER 30, 2003

Bharat S Raut & Co.
KPMG House

Kamala Mills Compound
448, Senapati Bapat Marg
Mumbai 400 013

Auditor’s Report

To The Board of Directors

Patni Computer Systems Limited
Akruti Softech Park

MIDC Cross ‘C’, Road No. 21
Andheri (East)

Mumbai 400 093

We have audited the attached Balance sheet of Patni Computer Systems Limited (‘the Company’) as at September 30, #003, the
and loss account and the Cash flow statement of the Company for the nine months ended on that date annexed thereto. T
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on th
financial statements based on our audit. This audit was conducted in accordance with the terms of engagement as sgecified b
Board of Directors of the Company.

We conducted our audit in accordance with auditing standards generally accepted in India. Those Standards require that we
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material nAsstatemel
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial stateméaisoAn audi
includes assessing the accounting principles used and significant estimates made by management, as well as evaludting the o
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

We report that:

a)

b)
<)

d)

we have obtained all the information and explanations which to the best of our knowledge and belief were necessary for
purposes of our audit;

in our opinion, proper books of account have been kept by the Company so far as appears from our examination of the bo

the Balance sheet, Profit and loss account and Cash flow statement dealt with by this report are in agreement withfthe bool
account;

in our opinion, the Balance sheet, Profit and loss account and Cash flow statement dealt with by this report comply with 1
Accounting Standards issued by the Institute of Chartered Accountants of India, to the extent applicable;

In our opinion, and to the best of our information and according to the explanations given to us, the said accounits give a |
and fair view in conformity with the accounting principles generally accepted in India:

i) inthe case of the Balance sheet, of the state of affairs of the Company as at September 30, 2003;
i) in the case of the Profit and loss account, of the profit of the Company for the nine months ended on that date; and
i)y in the case of the Cash flow statement, of the cash flows of the Company for the nine months ended on that date.

For Bharat S Raut & Co.
Chartered Accountants

Russell | Parera

Mumbai Partner
November 6, 2003 Membership No: 42190
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(Currency in thousands of Indian Rupees except share data)

Balance Sheet as at September 30, 2003

Note September 30 ,2003 December 31, 2002
SOURCES OF FUNDS
Shareholders’ funds
Share capital 3 222,842 148,561
Reserves and surplus 4 7,891,135 6,821,379
8,113,977 6,969,940
Loan funds
Secured loans 5 22,400 19,697
Deferred tax liability 18 31,302 -
8,167,679 6,989,637
APPLICATION OF FUNDS
Fixed assets
Gross block 6 2,791,190 2,414,707
Less: Accumulated depreciation 1,086,766 822,777
Net block 1,704,424 1,591,930
Capital work-in-progress 79,005 28,900
1,783,429 1,620,830
Investments 7 4,344,204 3,645,102
Deferred tax asset 18 13,430 -
Current assets, loans and advances
Sundry debtors 8 2,650,706 2,371,469
Cash and bank balances 9 384,783 138,876
Costs and estimated earnings in excess of billings 118,977 55,101
Loans and advances 10 161,792 115,050
3,316,258 2,680,496
Less: Current liabilities and provisions
Current liabilities 11 962,327 591,999
Provisions 12 327,315 364,792
1,289,642 956,791
Net current assets 2,026,616 1,723,705
8,167,679 76,989,637

The accompanying notes form an integral part of this balance sheet.

As per attached report of even date.

For Bharat S Raut & Co. For and on behalf of the Board of Directors
Chartered Accountants

Russell | Parera N KPatni G K Patni
II\D/lartntc)ar hib No: 42190 Chairman Executive Director
embership No:
P Abhay Havaldar
Director

Arun Kanakal
Company Secretary

Mumbai
November 6, 2003
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Profit and Loss Account for the nine months ended September 30, 2003

Note Nine months ended
September 30, 2003
Income
Sales and service income 3,856,562
Other income 14 121,676
3,978,238
Expenditure
Personnel costs 15 1,665,992
Selling, general and administration costs 16 652,070
Depreciation 6 287,305
Less: Transfer from revaluation reserve 4 61
Interest costs 17 955
2,606,261
Profit for the period before taxation WY
Provision for taxation 18 180,552
Prior period tax adjustment 18 28,304
Profit for the period after taxation ml
Profit and loss account, brought forward 3,548,269
Profit and loss account, carried forward mo
Basic and diluted earnings per share (not annualised)
(Rs. per equity share of Rs.2 each) 23 10.44
The accompanying notes form an integral part of this profit and loss account.
As per attached report of even date.
For Bharat S Raut & Co. For and on behalf of the Board of Directors
Chartered Accountants
Russell | Parera N KPatni G K Patni
Partner Chairman Executive Director
Membership No: 42190 Abhay Havaldar
Director

Arun Kanakal
Company Secretary

Mumbai
November 6, 2003
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Cash Flows Statement for the nine months ended September 30, 2003
Nine months ended
September 30, 2003

Cash flows from operating activities

Profit for the period before taxation 1,371,977
Adjustments:
Depreciation 287,244
Loss on sale of fixed assets 290
Profit on sale of investments (52,963)
Provision for decline in the fair value of investments 4,769
Dividend income (37,000)
Interest income (1,439)
Interest expense 955
Provision for doubtful debts and advances 1,903
Unrealised foreign exchange gain (19,363)
Operating cash flows before working capital changes 1,556,373
Increase in sundry debtors (274,735)
Increase in cost and estimated earnings in excess of billings (63,876)
Increase in loans and advances (47,206)
Increase in billings in excess of cost and estimated earnings 6,370
Decrease in sundry creditors (35,240)
Increase in advance from customers 59
Increase in other liabilities 412,489
Increase in provision for retirement benefits 36,666
Cash generated from operations 1,590,900
Income taxes paid (240,028)
Net cash provided by operating activities (A) WZ
Cash flows from investing activities
Purchase of fixed assets (453,151)
Sale of fixed assets 2,957
Purchase of non trade investments (5,510,729)
Sale of non trade investments 4,859,821
Dividend received 37,000
Interest received 1,439
Incentive on investment received 72
Net cash used in investing activities (B) (1,062,591)
Cash flow from financing activities -
Increase in finance lease obligations, net 2,703
Dividend paid (44,122)
Interest paid (955)
Net cash used in financing activities (C) (42,374)
Net decrease in cash and cash equivalents -
during the period (A+B+C) 245,907
Cash and cash equivalents at the beginning of the period 138,876
Cash and cash equivalents at the end of the period 384,783
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Notes to the Cash flow statement for the nine months ended September 30, 2003

(Currency in thousands of Indian Rupees except share data)

Cash and cash equivalents consist of cash on hand and balances with banks. Cash and cash equivalents included in the cas
statements comprise the following balance sheet amounts.

September 30, 2003

Cash on hand 4,421

Balance with banks:

- Current accounts 327,374

- Exchange earners foreign currency account 49,972

- Effect of exchange rate changes 3,016
" 384,783

1. Background

2.2

Patni Computer Systems Limited (‘Patni’ or ‘the Company’) was incorporated on February 10, 1978 under the Indian Compan
Act, 1956. On September 18, 2003, the Company converted itself from a Private Limited company into a Public Limited Compal
Patni owns 100% equity interest in Patni Computer Systems (UK) Limited, a company incorporated in UK and Patni Comput
Systems GmbH, a company incorporated in Germany. In November 2000, the Company acquired 25% equity in Patni Comp
Systems, Inc. USA. (formerly known as Data Conversion Inc). Subsequently, in September 2002, the Company acquired
balance 75% equity in Patni Computer Systems, Inc. USA thereby making it a 100% subsidiary. In April 2003, Patni Compu
Systems, Inc. acquired 100% equity interest in The Reference Inc, a company incorporated in USA. Patni also has foreign bre
offices in USA, Japan, Sweden and Australia.

Patni is primarily engaged in the business of software development for a number of applications. Most of the business of P:
is subcontracted from its subsidiary companies in the USA, UK and Germany. In addition to projects originating from the:
locations, Patni also carries out software development for its customers in Japan, Australia, South East Asia and India.

In September 2002, Patni set up a Business Process Outsourcing centre in Noida, Delhi.
Principal accounting policies
Basis of preparation of financial statements

The accompanying financial statements have been prepared under the historical cost convention with the exception of land
buildings, which have been revalued, on the accrual basis of accounting and comply with the Accounting Standards (‘A<
issued by the Institute of Chartered Accountants of India (‘'ICAI’), to the extent applicable. The Company has adopted AS -
—"Interim Financial Reporting’ (‘AS 25’), which comes into effect in respect of accounting periods commencing on oriafter Apr
1, 2002 and has presented a complete set of financial statements as stipulated in paragraph 10 and 18 of AS 25.

The preparation of the financial statements in accordance with generally accepted accounting principles requires thattmanage!
makes estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contiegent liabi
as of the date of financial statements and the reported amounts of revenue and expenses during the reporting period. Manage
believes that the estimates used in the preparation of the financial statements are prudent and reasonable. Actual results
differ from these estimates. Any revision to accounting estimates is recognized prospectively in current and future periods

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation, except for items of land and buildings, which were revalue
March 1995. Cost includes inward freight, duties, taxes and incidental expenses related to acquisition and installation of
asset. Depreciation is provided on the Straight Line Method (SLM) based on the estimated useful lives of the assets
determined by the management. For additions and disposals, depreciation is provided pro-rata for the period of use.

The rates of depreciation based on the estimated useful lives of fixed assets are higher than those prescribed under Sch
XIV to the Companies Act, 1956. The useful lives of fixed assets are stated below:
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2.5

Patni Computer Systems Limited

(Currency in thousands of Indian Rupees except share data)

Asset Useful life (in years)

Leasehold land and improvements Over the lease period or the useful life of the assets,
whichever is shorter

Buildings 40

Electrical installations 8

Computers, computer software and other service equipments 3

Furniture and fixtures
Office equipments
Vehicles

Leases

In accordance with Accounting Standard 19 “Accounting for leases” issued by the ICAI, assets acquired on finance leas
have been recognised as an asset and a liability at the inception of the lease, at an amount equal to the lower ofetlo¢ fair val
the leased asset or the present value of the future minimum lease payments. Such leased assets are depreciated over th
term or its estimated useful life, whichever is shorter. Further, the payment of minimum lease payments have been apportio
between finance charges, which are debited to the profit and loss account, and reduction in lease obligations recorded a
inception of the lease.

Revenue and cost recognition

The Company derives its revenues primarily from software development activities. Revenue from time-and-material contracts
recognised as related services are rendered. Revenue from fixed-price contracts is recognised on a percentage of compl
basis, measured by the percentage of costs incurred to-date to estimated total costs for each contract. This method is
because management considers costs to be the best available measure of progress on these contracts.

Contract costs include all direct costs such as direct labour and those indirect costs related to contract performance, suc
depreciation and satellite link costs. Selling, general, and administrative costs are charged to expense as incurradoProvisior
estimated losses on uncompleted contracts are made in the period in which such losses are determined. Changes i
performance, job conditions, estimated profitability and final contract settlements may result in revision to costs aaeécome
are recognised in the period in which the revisions are determined.

The asset “Cost and estimated earnings in excess of billings” represents revenues recognised in excess of amounts b
These amounts are billed after the milestones specified in the agreement are achieved and the customer acceptance for the
is received. The liability “Billings in excess of costs and estimated earnings” represents billings in excess of revenisesirecog
Warranty costs on sale of services are accrued based on management’s estimates and historical data at the time related rev
are recorded.

Direct and incremental contract origination and set up costs incurred in connection with support/maintenance servi
arrangements are charged to expense as incurred. These costs are deferred only in situations where there is a contre
arrangement establishing a customer relationship for a specified period. The costs to be deferred are limited to the exter
future contractual revenues. Further, revenue attributable to set up activities is deferred and recognised systemadkieally ove
periods that the related fees are earned, as services performed during set up period do not result in the culminatiateof a sep
earnings process.

Revenue on maintenance contracts is recognised on a straight-line basis over the period of the contract.

Revenue recognition is postponed in instances wherein the conditions for revenue recognition are not met. Related costs
also deferred in such instances, subject to management’s assessment of realisability.

Dividend income is recognised when the Company’s right to receive dividend is established. Interest income is recognised
the time proportion basis.

Employee retirement and other benefits

Contributions to the provident fund, which is a defined contribution scheme, are charged to the profit and loss account in 1
period in which the contributions are incurred.
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2.6

2.7

2.8

(Currency in thousands of Indian Rupees except share data)

For purposes of interim reporting, provisions for gratuity, pension and leave encashment costs, which are defined benefits, h
been estimated by the management based on a year-to-date calculation taking into account the actuarially determined liabil
at the end of the previous financial year, adjusted for significant changes since that date.

The Company provides compensatory-offs to its employees, which entitle the employees to avail paid leave in future periods
services already rendered. These entitlements are not encashable by the employees. The Company makes provision for
compensated absences by estimating the likely salary payable to the employees availing such leave based on historical de
such entitlements availed in the past.

Foreign currency transactions
India operations

Transactions in foreign currency are recorded at the exchange rate prevailing on the date of the transaction. Foreign currer
denominated current assets and current liabilities at the balance sheet date are translated at the exchange rate fhievailing «
date of the balance sheet. Exchange rate differences resulting from foreign exchange transactions settled during the pe
including period-end translation of current assets and liabilities are recognised in the profit and loss account oth&s than th
exchange differences arising in relation to liabilities incurred for acquisition of fixed assets, which are adjustedrariipe car
value of the underlying fixed assets.

The Company has entered into forward exchange contracts for a portion of its foreign exchange receivables. The differe
between the forward rate and the exchange rate at the inception of the forward exchange contracts is recognised as inc
expense over the life of the contract.

Foreign branch office operations

Revenue items other than depreciation costs are translated into the reporting currency at monthly average exchange r
Foreign currency denominated current assets and current liabilities at balance sheet date are translated at exchange
prevailing on the date of the balance sheet. Fixed assets are translated at exchange rates on the date of the transactic
depreciation on fixed assets is translated at the exchange rates used for translation of the underlying fixed assetsy®et exch
difference resulting from translation of items in the financial statements of the foreign branch offices is recogniseafiin the p
and loss account.

Investments

Long-term investments are stated at cost, and provision is made when in the management’s opinion there is a decline, other
temporary, in the carrying value of such investments.

Current investments are carried at lower of cost and fair value, and provision is made to recognise any decline in thawarrying
Taxation

AS-22 “Accounting for Taxes on Income” issued by the ICAI is mandatory for the Company in respect of accounting period
commencing on or after April 1, 2002. The Company has adopted this standard in the current period. In accordance with par
on transitional provisions of AS 22, the net deferred tax liability aggregating Rs.19,023 that accumulated prior to ¢ine adopti
of this standard as at January 1, 2003 has been charged to general reserves (Refer note 4). Due to the above change
accounting policy, the profit for the period is higher by Rs.1,151 and the reserves are lower by Rs.17,872.

Income tax expense comprises current tax expense and deferred tax expense or credit. Income taxes have been recognised
interim period based on the best estimate of the weighted average annual effective income tax rate expected for thalfull finan
year. Amount accrued for income taxes in one interim period shall be adjusted in a subsequent interim period in the event
estimate of annual effective income tax rate changes.

Deferred tax assets and liabilities are recognised for the future tax consequences attributable to timing differencts that re
between the profits offered for income taxes and the profits as per the financial statements of the Company. Deferred tax as
and liabilities are measured using the tax rates and the tax laws that have been enacted or substantively enacted by the ba
sheet date. The effect on deferred tax assets and liabilities of a change in tax rates is recognised in the periodghhéinclude
enactment date. Deferred tax assets in respect of carry forward losses are recognised only to the extent that there is vil
certainty that sufficient future taxable income will be available against which such deferred tax assets can be realised. Ot
deferred tax assets are recognised only if there is a reasonable certainty that sufficient future taxable income witlde availa
against which such deferred tax assets can be realised. Deferred tax assets are reassessed for the appropriateness c
respective carrying values at each balance sheet date.
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Substantial portion of the profits of the Company are exempted from income tax, being profits from undertakings situated
Software Technology Parks. Under the tax holiday the Company can utilise exemption of profits from income taxes for a peri
of ten consecutive years. The Company has opted for this exemption for its undertakings situated in Software Technology P«
and these exemptions expire on various dates between years 2005 and 2010. In this regard, the Company recognises dei
taxes in respect of those originating timing differences, which reverse after the tax holiday period resulting in tax ceasequen
Timing differences, which originate and reverse within the tax holiday period do not result in tax consequence and therefore
deferred taxes are recognised in respect of the same. For this purpose, the timing differences, which originate fidgra consi
to reverse first.

2.9 Miscellaneous expenditure

Miscellaneous expenditure represented costs incurred in relation to issue of shares, debentures, etc, which were béeing amol
to the profit and loss account over a period of three to five years.

In the year 2002, the Company has changed its accounting policy in relation to amortisation of such miscellaneous expendit
and accordingly, the unamortised miscellaneous expenditure balance as at January 1, 2002 aggregating Rs.4,579 was debi
the profit and loss account.

Further, the share premium account was utilised to write-off expenditure aggregating Rs.81,313 incurred in relation to issue
shares during the year 2002.

2.10 Earnings per share

The basic earnings per share is computed by dividing the net profit attributable to the equity shareholders for thelgeriod by
weighted average number of equity shares outstanding during the reporting period. Diluted earnings per share is compt
using the weighted average number of equity shares and also the weighted average number of equity shares that could
been issued on the conversion of all dilutive potential equity shares. The dilutive potential equity shares are adjested for
proceeds receivable, had the shares been actually issued at fair value. Dilutive potential equity shares are deemed convert
of the beginning of the period, unless they have been issued at a later date. The number of shares and potentiallyitglilutive ec
shares are adjusted for stock splits and bonus shares, as appropriate.

3. Share capital
September 30, 2003 December 31, 2002

Authorised

250,000,000 (2002: 125,000,000) equity shares of Rs.2 each 500,000 250,000

Nil (2002: 2,500,000) 12.9% cumulative redeemable preference shares of Rs.100 each - 250,000
500,000 500,000

Issued, subscribed and paid-up

111,420,849 (2002: 74,280,566) equity shares of Rs.2 each fully paid 222,842 148,561

Of the above, 14,500,000 equity shares of Rs.2 each were allotted as fully paid bonus shares in March 1995 by capitalisatic
general reserve aggregating Rs.29,000.

On June 26, 2001, the Company’s Board of Directors approved a sub division of existing equity shares of Rs.10 eachyinto 5 eq
shares of Rs.2 each.

The above also includes 46,867,500 equity shares of Rs.2 each allotted as fully paid bonus shares in August 2001 mncapitalis
of share premium aggregating Rs.93,735.

In September 2002, the Company made a private placement of its unregistered American Depository Receipt (‘ADRS’)
international investors representing 13,441,245 equity shares having face value of Rs.2 each. The equity shares represent
ADRs carry equivalent rights with respect to dividends and voting as the other equity shares (Refer note 25 for commitmer
In December 2002, in pursuance of section 77A of the Indian Companies Act, 1956 the Company has completed buybac}
1,650,679 equity shares by utilizing the share premium account. In this regard an amount equivalent to the nominal value of
share capital bought back by the Company aggregating Rs.3,301, has been transferred from general reserve to capital redernr
reserve (Refer note 4)
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In 1999, the Company allotted by way of private placement, 2,500,000, 12.9% cumulative redeemable preference shares of Rs
each at par to Industrial Development Bank of India, Mumbai. These preference shares were redeemable at par in 3 installm
in the ratio of 30:30:40 at the end of the 5th, 6th and 7th years from the date of allotment. In April 2002, the Compaay redeen
the entire amount of these preference shares and transferred an equivalent amount from general reserve to capital reden
reserve (Refer note 4).

In June 2003, the Company’s shareholders approved the cancellation of the authorised preference share capital and incre
the authorised equity share capital of the Company by 125,000,000 equity shares of Rs.2 each.

On August 30, 2003, the Company allotted 37,140,283 equity shares of Rs.2 each as fully paid bonus shares by capitalisatic
share premium aggregating Rs.74,281 (Refer note 4).

Refer note 26 for employee stock compensation plans.
4. Reserves and surplus
September 30, 2003 December 31, 2002

Land revaluation reserve

- Balance carried forward 7,935 7,935
Building revaluation reserve
- Balance brought forward 1,758 1,839
- Transfer to profit and loss account (61) (81)
1,697 1,758
Capital redemption reserve
- Balance brought forward 253,301 -
- Transfer from general reserve (Refer note 3) - 253,301
T253,301 T 253,301
Debenture redemption reserve
- Balance brought forward - 20,000
- Transfer to general reserve - (20,000)
Share premium
- Balance brought forward 2,500,429 180,095
- Share premium received on issue of equity shares (Refer note 3) - 2,737,874
- Share premium utilised for buyback of shares (Refer note 3) - (336,227)
- Share premium utilised in connection with share issue expenses incurred during
the year (Refer note 2.9) - (81,313)
- Share premium utilised for issue of fully paid bonus shares (Refer note 3) (74,281) -
2,426,148 2,500,429
General reserve
- Balance brought forward 509,687 578,841
- Transfer from profit and loss account - 164,147
- Transfer from debenture redemption reserve - 20,000
- Transfer to capital redemption reserve - (253,301)
- Adjustment on account of deferred tax liability as at Jan 1, 2003 (Refer note 2.8) (19,023) -
7490,664 7509,687
Profit and loss account, balance carried forward 4,711,390 3,548,269
7,891,135 6,821,379

5. Secured loans
From others
Lease obligation in relation to vehicles acquired under finance lease (Refer note 24) 22,400 19,697
Nature of security - -
Finance lease obligations are secured against the vehicles acquired on lease.
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Land Land Buildings
(Freehold) (Leasehold) and leasehold

Computers Electrical Office  Furniture Vehicles Total as at Total as at
computer installations equipments and September December

improvements software and fixtures 30, 2003 31, 2002

other service

equipments
Gross block
As at January 1, 2003 9,019 48,305 713,605 888,912 156,727 193,704 343,429 61,@04614,707 1,828,513
Additions during the period 74,122 238,577 24,879 27,033 27,457 10,978403,046 601,574
Deletions during the period 21,338 - 620 1,273 3,332 26,563 15,380
As at September 30, 2003 9,019 48,305 787,727 1,016,151 181,606 220,117 369,613 68,652,791,190 2,414,707
Accumulated depreciation
As at January 1, 2003 15,321 34,871 545,779 34,092 69,408 100,436 22,87822,777 539,883
Charge for the period - 350 19,250 179,276 15,444 28,987 33,811 10,187287,305 297,419
Deletions during the period 19,838 - 509 1,160 1,809 23,316 14,525
As at September 30, 2003 - 15,671 54,121 705,217 49,536 97,886 133,087 31,24886,766 822,777
Net block as at September 30, 2003 9,019 32,634 733,606 400,934 132,070 122,231 236,526 37,407404,424 1,591,930
Net block as at December 31, 2002 9,019 32,984 678,734 343,133 122,635 124,296 242,993 38,13%91,930

Notes:

In respect of leasehold land rights amounting to Rs. 40,011 (December 31, 2002: Rs.40,011), the Company is required tmosmuton activities within a period of five
years from July 23, 2001. In absence of this covenant being achieved by the Company, the transferor has an option toraegédedahsuch rights. On a fresh assessment of
expected realisation on disposal of this land, instead of utilising for building construction, the Company has providet8 Reaatds impairment in the value of this land

in December 2002.

Gross block of computers, computer software and other service equipments at September 30, 2003 includes exchange |esbk dapitglibe period aggregating Rs.293

(December 31, 2002: 18).

Gross block of vehicles at September 30, 2003 includes assets acquired on lease, refer note 24.

Investments

September 30, 2003 December 31, 2002

Long term (at cost)
Trade
Unquoted

Investment in subsidiary companies
50,000 (2002: 50,000) equity shares of 1 pound each fully paid of Patni Computer

Systems (UK) Limited 2,409 2,409

Contribution of Euro 150,000 (2002: Euro 150,000) towards Capital of Patni Computer

Systems GmbH 6,076 6,076

5,000 (2002: 5000) equity shares fully paid of Patni Computer Systems, Inc. (no par value) 1,972,599 1,972,599
1,981,084 1,981,084

Non-trade

Quoted

Nil Units (2002: 640,530 Units) of Unit Trust of India scheme 1964 - 9,246

Less: Provision for decline other than temporary in the carrying value of investments - 2,861

- 6,385

Short term (at lower of cost or fair value)

Non-trade

Quoted

27,757,057 units (2002: Nil) of P 23 Inf Prudential ICICI Institutional Short term

Plan-Fortnightly 301,054 -

27,727,981 units (2002: Nil) of HDFC Short term Plan Premium Plus —Fortnightly 300,146 -

29,753,935 units (2002: Nil) of GMBD Gssif Medium term Inst. Plan B —Monthly Dividend 300,000 -

9,540,195 units (2002: Nil) of HSBC Income Fund —Short term 100,309 -

9,016,599 units (2002: Nil) of DSP Merrill Lynch Short term fund —Weekly Dividend 90,727 -

8,984,615 units (2002: Nil) of Principal Income fund —Short term Instalment plan —

Dividend Reinvestments —Monthly 90,276 -
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8,887,953 units (2002: Nil) of Birla Gilt Plus Liquid Plan —Annual Dividend 95,004 -
1,572,781 units (2002: Nil) of HDFC Cash Management Fund-Saving Plan—Weekly Dividend Option.16,715 -
23,909,058 units (2002: Nil) of J59 JM Short Term Fund —Institutional Plan-Dividend 239,796 -
10,222,805 units (2002: Nil) of HDFC High Interest Fund —Short Term Plan —Dividend Option 107,506 -
28,568,390 units (2002: Nil) of Templeton India Income Builder Account —Institutional Plan 306,634 -
19,585,970 units (2002: Nil) of Deutsche Premier Bond Fund —Institutional Plan —-Dividend 202,620 -
4,011,825 units (2002: Nil) of HDFC Liquid Fund Premium Plus Plan —Dividend 47,844 -
10,115,295 units (2002: Nil) of Kotak Mahindra Liquid Institutional Plan —Dividend 101,407 -
534,635 (2002: Nil) Templeton India Liquid Fund — Growth Plan 7,943
585,259 units (2002: Nil) of K Bond Short term plan —Growth 6,226 -
49,908 units (2002: 371,888) of Templeton Floating Rate Fund - Short Term Plan — Growth 53,682 400,000
Nil Units (2002: 56,566,659) of Zurich India High Interest Fund - STP — Growth - 600,694
Nil units (2002: 37,549,406) of HDFC Short Term Plan — Growth - 393,216
Nil units (2002: 21,139,211) of J51 JM Short Term Fund - Growth Plan - 220,000
Nil units (2002: 3,741,436) of GSTG GSSIF - Short Term Plan - Growth Option - 43,703
Nil Units (2002: 2,000) of Unit Trust of India — UGS 2000 scheme - 20
2,367,889 1,657,633
Total 4,348,973 3,645,102
Less: Provision for decline in the fair value of investments 4,769 -
4,344,204 73,645,102
Aggregate value of quoted investments
(market value Rs. 2,378,859; 2002: Rs.1,695,316) 2,363,120 1,664,018
Aggregate value of unquoted investments 1,981,084 1,981,084

Refer note 28 for summary of investments purchased and sold during the period.

8. Sundry debtors
September 30, 2003 December 31, 2002

(Unsecured)

Debts outstanding for a period exceeding six months

- considered good 19,777 29,105

- considered doubtful 22,154 20,642
41,931 T 49,747

Other debts

- considered good 2,630,929 2,342,364
2,672,860 2,392,111

Less: Provision for doubtful debts 22,154 20,642
2,650,706 2,371,469

Of the above, debts due from companies under the same management as defined under Section 370(1)(B) of the Companie:
1956 aggregate Rs.2,469,513 (2002: Rs.2,212,229). This consists of debts due from Patni Computer Systems, Inc. aggreg
Rs.2,344,887 (2002:Rs.2,003,121), Patni Computer Systems (UK) Limited aggregating Rs.105,910 (2002: Rs.164,699) and P
Computer Systems GmbH aggregating Rs.18,716 (2002: Rs.44,409).

9. Cash and bank balances
September 30 , 2003 December 31, 2002

Cash on hand 4,421 2,803
Balances with scheduled banks in current account 219,039 67,558
Balances with non scheduled banks in current account (refer note 29) 161,323 68,515

384,783 138,876
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(Unsecured)
Advances recoverable in cash or in kind or for value to be received

Advances to companies under the same management

PCS Industries Limited
(Maximum amount outstanding during the period:

Ashoka Computer Systems Private Limited
(Maximum amount outstanding during the period:

PCS Cullinet Private Limited
(Maximum amount outstanding during the period:

PCS Finance Limited
(Maximum amount outstanding during the period:

Rs.19; 2002:

Rs.47; 2002:

Rs.45; 2002:

Rs.43; 2002:

Security deposits with companies under the same management

Ashoka Computer Systems Private Limited

Rs.1,093)

Rs.91)

Rs.62)

Rs.284)

(Maximum amount outstanding during the period: Rs.3,336; 2002: Rs.3,336)

PCS Cullinet Private Limited

(Maximum amount outstanding during the period: Rs.3,334; 2002: Rs.3,334)

PCS Finance Limited

(Maximum amount outstanding during the period: Rs.3,303; 2002: Rs.3,303)

Other deposits

Loan to employees
Others

Less: Provision for doubtful loans and advances

Current liabilities

Sundry creditors

Payable to subsidiary companies

Billings in excess of cost and estimated earnings

Advance from customers
Other liabilities

Provisions

Provision for taxation (net of advance tax Rs.478,424; 2002: Rs.238,396)
Provision for retirement benefits

Proposed dividend on equity shares

Dividend tax
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September 30, 2003

December 31, 2002

73,737 33,062
73,737 33,062
19 -
47 -
45 -
43 -
154 -
3,336 3,336
3,334 3,334
3,303 3,303
9,973 9,973
74,689 67,480
4,273 6,300
183 256
163,009 117,071
1,217 2,021
161,792 115,050
September 30, 2003 December 31, 2002
36,208 71,610
363,190 139,977
8,887 2,517
171 112
553,871 377,783
962,327 591,999
September 30, 2003 December 31, 2002
125,074 155,095
202,241 165,575
- 39,111
- 5,011
327,315 364,792
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13. Miscellaneous expenditure

(to the extent not written off or adjusted)
Preliminary expenses
Less: Written off during the period (refer note 2.9)

14. Otherincome

Foreign exchange gain, net

Dividend on non-trade investments

Profit on sale of non-trade investments, net
Interest from:

- Loan to employees

- Others

Miscellaneous income

15. Personnel costs

Salaries, bonus and allowances, including overseas employee expenses

Contribution to provident and other funds
Staff welfare
Pension, gratuity and leave encashment costs

16. Selling, general and administration costs

Travel and conveyance

Legal and professional fees

Rent

Postage and communication

Electricity

Advertisement and publicity

Provision for decline in the fair value of investments
Software consumables

Rates and taxes

Recruitment charges

Insurance

Training fees

Printing and stationery

Subscription, registration and license fees
Repairs and maintenance

- computers

- building

- others

Provision / write off of doubtful debts and advances
Loss on sale of fixed assets, net
Miscellaneous expenses

147

(Currency in thousands of Indian Rupees except share data)

September 30, 2003 December 31, 2002

- 4,579
- 4,579

Nine months ended
September 30, 2003

24,601
37,000
52,963

386
1,053
5,673

121,676

1,448,240
64,734
88,450
64,568

1,665,992

139,729
146,882
69,158
66,419
59,744
14,168
4,769
11,861
11,657
10,129
9,744
6,864
9,213
3,045

25,907
12,417
7,174
1,903
290
40,997

652,070




17. Interest costs

Patni Computer Systems Limited

(Currency in thousands of Indian Rupees except share data)

Nine months ended
September 30, 2003

Interest on finance lease obligations 926
Interest on loans from banks and financial institutions 29
955
18. Taxes

Provision for tax expense consists of the following:

Current taxes

- Indian 28,813

- Foreign (Refer note below) 181,194
210,007

Deferred tax expense / (credit)

- Indian (6,861)

- Foreign 5,710
(1,151)
208,856

Prior period tax adjustment of Rs.28,304 represents short provision of foreign current taxes in respect of earlier years.

The significant components of deferred tax asset and liability consists of the following:

September 30, 2003 December 31, 2002

Provision for retirement benefits 46,251 -
Provision for bad and doubtful debts 2,545 -
Others 684 -
Total deferred tax asset 49,480 -
Depreciation (36,050) -
US branch profit taxes (31,302) -
Total deferred tax liability (67,352) -
Net deferred tax liability (17,872) -

19. Managerial remuneration

Nine months ended
September 30, 2003

Salaries and allowances 13,427
Perquisites 621
Contribution to provident fund 1,307
Provision for pension benefit 2,267

17,622

Note:

(1) Provisions for gratuity and leave encashment in respect of Directors are not included above, as actuarial valuation & doregall Company basis.
(2) Computation of net profit in accordance with Section 349 of the Companies Act, 1956 has not been given, as commissidpércemtage of profits is not payable for the

period to the Directors.
20. Auditors’ remuneration
Remuneration to auditors consists of the following:

Audit fees 1,500
Other services (Refer note below) 7,100
Out of pocket expenses 105

8,705

Other services includes amounts aggregating Rs.1,300 incurred in connection with the proposed listing of equity shares of
Company, which have been included under loans and advances in the financial statements.
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21. Segmental Information

(Currency in thousands of Indian Rupees except share data)

In accordance with paragraph 4 of Accounting Standard 17 “Segment Reporting” issued by the ICAI, the Company h
presented segmental information only on the basis of the consolidated financial statements (refer paragraph 20 of ttezlconsolic
financial statements).

22. Related party transactions
(a) Names of related parties and nature of relationship where control exists

Sr. No. Category of related parties Names

1 Subsidiaries 1) Patni Computer Systems (UK) Ltd.
2) Patni Computer Systems GmbH
3) Patni Computer Systems, Inc., USA
4) The Reference Inc.

2 Associates 1) PCS Industries Ltd.

2) Ashoka Computer Systems Private Ltd.

3) PCS Cullinet Private Ltd.

4) PCS Finance Ltd.

5) PCS International Ltd.

6) Ravi & Ashok Enterprises

7) i Solutions Inc.

8) Raay Software Pvt. Ltd.

9) Raay Global Investment Pvt. Ltd.
3 Key management personnel 1) Mr. N. K. Patni

2) Mr. A. K. Patni

3) Mr. G. K. Patni

4 Parties with substantial interest 1) General Atlantic Mauritius Limited (‘GA’)
2) Members of Patni family and their relatives
5 Others 1) Ravindra Patni Family Trust

2) NKP Qualified Annuity Trust

(b) Transactions and balances with related parties

Nature of the transaction Subsidiaries  Associates Key Parties with Others
management  substantial
personnel interest

Transactions during the nine months ended
September 30, 2003

Remuneration - - 17,622 - -

Sales and service income 3,352,023 - - - -

Professional fees 6,988 - - - -

Donations - - - - 2,500
Reimbursement of expenses by subsidiaries/associates 105,289 154 - - -
Rent and other expenses - 9,024 - 145 -

Amounts incurred by subsidiary on behalf of the Company 228,155 - - - -

Balances at September 30, 2003

Investments 1,981,084 - - - -

Security deposits - 9,973 - 3,000 -
Debtors 2,469,513 - - - -

Amount recoverable - 154 - - -
Amounts payable 363,190 - - - -

Remuneration payable to the directors - - 1,389 - -

Cost and estimated earnings in excess of billing 30,704 - - - -

Provision for pension benefits - - 58,501 - -

Guarantees given - 150,000 - - -
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24.
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(Currency in thousands of Indian Rupees except share data)

Nature of the transaction Subsidiaries Associates Key Parties with Others
management  substantial
personnel interest

Balances at December 31 2002

Investments 1,981,084 - - - -
Security deposits - 9,973 - 3,000 -
Debtors 2,212,229 - - - -
Amounts payable 139,977 - - - -
Proposed dividend - 8,151 9,602 18,882 -
Cost and estimated earnings in excess of billing 13,186 - - - -
Provision for pension benefits - - 56,234 - -
Guarantees given - 150,000 - - -

Earnings per share

Particulars Nine months ended

September 30, 2003
Profit available for equity shareholders 1,163,121
Weighted average number of equity shares outstanding during the period 111,420,849
Basic and diluted earnings per share (Rs.) 10.44
Face value per share (Rs.) 2.00

As mentioned in note 26 of the financial statements, the Company has granted 2,743,400 options to eligible employees
September 1, 2003. These options did not have a dilutive effect on the weighted average number of equity shares outstan
during the period.

Leases

The Company has acquired certain vehicles under finance lease for a non-cancellable period of 4 years. At the incégdiss of the
fair value of such vehicles has been recorded as an asset under gross block of vehicles with a corresponding leasdioental oblic

recorded under secured loans. As per the lease agreement, the ownership of these vehicles would not transfer to the Com
however it contains a renewal clause. Fixed assets include the following amounts in relation to the above leased assets:

September 30, 2003 December 31, 2002

Gross block of vehicles 29,906 22,745
Less: Accumulated depreciation 7,789 3,332
Net block 22,117 19,413

Future minimum lease payments in respect of the above assets as at September 30, 2003 are summarised below:

Minimum lease Finance charge Present value of
payments minimum lease
payments

Amount due within one year from the balance sheet date 8,414 1,205 7,209
Amount due in the period between one year and five years 16,213 1,022 15,191
24,627 2,227 22,400

The Company has entered into operating lease arrangements, primarily for leasing office space and residential premises ft
employees. Most of the lease agreements provide for cancellation by either party with a notice period ranging from 30 days
120 days and also contain a clause for renewal of the lease agreement at the option of the Company. Additionally, the Comf
has taken certain office premises under non-cancellable operating lease arrangements, which are renewable at the option
Company.

The future minimum lease payments in respect of such non-cancellable operating leases as at September 30, 2003 are summ

below:
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Amount due within one year from the balance sheet date 64,391
Amount due in the period between one year and five years 27,107
T 91,498
25. Capital and other commitments

26.

27.

On October 24, 2000, the Company issued 124,500 equity shares of Rs.10 each to GE Capital Mauritius Equity Investment (‘G
Simultaneously, certain shareholders of the Company also sold 187,500 equity shares of Rs.10 each of the Company to G
consistent terms. Pursuant to the shareholders’ agreement, the Company was required to make an initial public offering (‘'IP
of its equity shares for the purposes of being listed on a recognised stock exchange within a period of 18 months from the c
of allotment of shares to GE. In the event the IPO did not occur within such period, GE had a right requiring either tlye Compa
the other shareholders or a third party to buy back its shares at the higher of the fair market value of the shares baatd pri

on an assured rate of return ranging between 18% to 21 % on GE'’s initial investment.

On July 15, 2002, the Company entered into a new shareholders agreement (“new SHA”) with General Atlantic Mauritius Limite
(‘GA), GE and promoter shareholders. In accordance with the new SHA, Patni is required to make an IPO of its equity shal
within a period of 36 months from the date of issue of shares to GA. In the event an IPO does not occur within such period,
and GA shall have a right to require the Company to buy back their equity shares and those of the other members of each of
Group (43,684,048 shares and 27,677,830 shares as at September 30, 2003 and December 31, 2002 respectively) at a price
will be higher of the price at which shares were issued to GA or such price as is determined by the Board of Directors of t
Company.

In case the Company does not or cannot buy back all of GE and GA's equity shares and those of the members of their Group,
GE and GA shall have other exit options, as specified in the new SHA.

As per the new SHA, the price at which the Company is required to buy back the shares will be the higher of the price at wh
the shares were issued to GA or such price as is determined by the Board of Directors of the Company at the time of such
back. However, there is no defined measurement method specified in the new SHA in relation to the redemption amount
accordingly the Company has not remeasured the shares issued to GA and GE at each reporting period.

The estimated amount of contracts remaining to be executed on capital account and not provided for as at September 30, .
aggregate Rs. 73,871 (December 31, 2002: Rs.77,223).

Outstanding forward contracts as at September 30, 2003 aggregate Rs.1,784,250 (December 31, 2002: Nil). Unamortised inc
in respect of forward exchange contract to be recognised in subsequent period aggregate Rs.11,724 as at September 30,
(December 31, 2002: Nil).

Employee Stock compensation plans

On June 30, 2003, Patni established the ‘Patni ESOP 2003’ plan (‘the plan’). Under the plan, the Company is authoezed to is
up to 11,142,085 equity shares to eligible employees. Employees covered by the Plan are granted an option to purchase s
of the Company subject to the requirements of vesting. A compensation committee constituted by the Board of Directors of |
Company administers the plan.

On September 1, 2003 the Company has granted 2,743,400 options at an exercise price of Rs. 145 per share. These option
rateably over a period of 4 years, whereby 25% of the options vest at the end of each year from the date of grant. Further,
option expires 5 years from the date of vesting.

Of the above options granted by the Company, 3600 options were forfeited and none of the option was exercisable a:
September 30, 2003.

Pursuant to the plan, if Patni does not complete an Initial Public Offering (‘IPQO’) within a period of 6 months and omre day aft
allotment of shares to an option grantee, then subject to compliance with applicable laws, the Articles of the Company &
obtaining necessary shareholders and Board of Directors’ consent, Patni may offer to purchase such shares issued tc
option grantees. The option grantees shall thereupon of their own free will and volition sell all their shares to Pé&iiri at the
market value, within a period of three months from the date of such offer by Patni.

The exercise price of the grant approximated the fair value of the underlying equity shares at the date of the grant.
Amounts due to small scale industrial undertakings

Based on the information and records available with the Company, no amounts are payable to small scale industrial undertak
at September 30, 2003 which are outstanding for more than 30 days (December 31, 2002: Nil).
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(Currency in thousands of Indian Rupees except share data)
28. Summary of investments purchased and sold during the period

Investments purchased during the nine months ended September 30, 2003 (non-trade)
Nine months ended September 30, 2003

Units Cost of purchase
Bond Fund
Templeton India Income Builder Account — Institutional Plan 28,568,390 306,634
Deutsche Premier Bond Fund — Institutional Plan — Dividend 19,585,970 202,620
48,154,360 509,254
Liquidity Fund
HDFC Short Term Plan — Growth 13,862,895 150,000
HDFC Liquid Fund — Dividend 43,664,407 444,426
HDFC Liquid Fund — Premium Plus Plan — Dividend 40,485,634 482,204
HDFC Cash Management Fund — Saving Plan — Weekly Dividend Option 51,384,477 546,009
HDFC High Interest Fund — Short Term Plan — Dividend Option 23,960,761 251,983
Kotak Mahindra Liquid Institutional Plan — Dividend 10,115,295 101,407
Zurich India High Interest Fund STP — Growth 4,586,230 50,000
Templeton India Liquid Fund — Growth Plan 4,543,160 67,500
J51 JM Short Term Fund — Growth Plan 19,440,199 205,000
J59 JM Short Term Fund — Institutional Plan — Dividend 54,064,349 541,784
Z51 Zurich India Liquidity Fund Saving Plan Weekly Dividend 44,599,107 473,896
K Bond Short Term Plan — Growth 9,412,888 100,000
DSP Merrill Lynch Short Term Fund — Growth 9,682,666 100,000
DSP Merrill Lynch Short Term Fund — Weekly Dividend 29,861,783 300,477
Gmbd Gssif Medium Term Inst. Plan B — Monthly Dividend 29,753,935 300,000
HDFC Short Term Plan — Premium Plus Plan — Fortnightly Dividend Reinvestments 27,727,981 300,146
HSBC Income Fund — Short Term Institutional — Fortnightly Dividend 9,540,195 100,309
Prudential ICICI Institutional Short Term Plan — Fortnightly 27,757,057 301,054
Principal Income Fund — Short Term Institutional Plan — Dividend Reinvestments — Monthly 8,984,615 90,276
463,427,634 T 4,906,471
Gilt Fund - -
Birla Gilt Plus Liquid Plan —Annual Dividend 8,887,953 95,004
Total 520,469,947 "~ 5,510,729

Investments sold during the period (non trade)
Nine months ended September 30, 2003

Units Sale Value Cost of
purchase
Quoted
Units 1964 640,530 6,425 9,246
UGS 2000 2,000 - 20
642,530 6,425 9,266
Liquidity Fund
HDFC Short Term Plan — Growth 51,412,301 557,777 543,216
HDFC Liquid Fund — Dividend 43,664,407 439,002 444,426
HDFC Liquid Fund — Premium Plus Plan — Dividend 36,473,809 435,000 434,360
HDFC Cash Management Fund — Saving Plan — Weekly Dividend Option 49,811,696 529,500 529,294
HDFC High Interest Fund — Short Term Plan — Dividend Option 13,737,956 145,000 144,477
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29.

30.

31.

(Currency in thousands of Indian Rupees except share data)

Zurich India High Interest Fund STP — Growth 61,152,889 669,284 650,694
GSTG GSSIF — Short Term Plan — Growth Option 3,741,436 44,522 43,703
Templeton Floating Rate Fund — Short Term Plan Growth 321,980 355,602 346,318
Templeton India Liquid Fund — Growth Plan 4,008,525 60,000 59,557
J51 JM Short Term Fund — Growth Plan 40,579,410 436,263 425,000
J59 JM Short Term Fund — Institutional Plan — Dividend 30,155,291 302,501 301,988
Z51 Zurich India Liquidity Fund Saving Plan Weekly Dividend 44,599,107 473,896 473,896
K Bond Short Term Plan — Growth 8,827,629 94,000 93,774
DSP Merrill Lynch Short Term Fund — Growth 9,682,666 101,049 100,000
DSP Merrill Lynch Short Term Fund — Weekly Dividend 20,845,184 210,000 209,750
419,014,286 4,853,396 4,800,453
Total 419,656,816 4,859,821 4,809,719

Names of non-scheduled banks, balances at period end and maximum amount outstanding during the period
September 30, 2003 December 31, 2002

Fleet Bank, Boston, USA (formerly Bank Boston — USA) 122,878 10,081
(Maximum balance outstanding during the period: Rs.122,878,
2002: Rs.47,366)

Bank of Tokyo Mitsubishi Limited — Japan 14,753 33,441
(Maximum balance outstanding during the period: Rs.48,082,
2002: Rs.33,441)

ANZ Bank Australia — Australia 269 824
013-030-1982-72801

(Maximum balance outstanding during the period: Rs.3,970,

2002: Rs.2,989)

ANZ Bank Australia — Australia 16,091 23,527
013-030-1982-72828

(Maximum balance outstanding during the period: Rs.49,034,

2002: Rs.23,528)

Handels Bank — Kista Sweden 70 642
585-341-338

(Maximum balance outstanding during the period: Rs.2,143,

2002: Rs.2,102)

Handels Bank — Kista Sweden 7,262 -
585-130-558
(Maximum balance outstanding during the period: Rs.7,262, 2002: Nil)

161,323 68,515

Contingent liabilities
September 30, 2003 December 31, 2002

Corporate guarantee 150,000 150,000
Bank guarantees 11,384 10,223
Letters of credit - 8,562

T 161,384 © 168,785

Prior period comparatives

Previous period figures have been appropriately reclassified to conform to the current period’s presentations. Sinee this is
first time the Company has prepared interim financial statements for the nine months ended September 30, 2003, prior pe
comparatives in respect of the profit and loss account have not been presented in these financial statements.
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UNCONSOLIDATED STATEMENTS OF ASSETS AND LIABILITIES AND PROFITS AND
LOSSES, AS RESTATED, UNDER INDIAN GAAP (INCLUDING SUBSIDIARIES) FOR THE
YEAR ENDED MARCH 31, 1998, NINE MONTHS ENDED DECEMBER 31, 1998, YEARS
ENDED DECEMBER 31, 1999, 2000, 2001 AND 2002 AND NINE MONTHS ENDED
SEPTEMBER 30, 2003

Bharat S Raut & Co.
KPMG House

Kamala Mills Compound
448, Senapati Bapat Marg
Mumbai 400 013

Auditor's Report

To The Board of Directors

Patni Computer Systems Limited
Akruti Softech Park

MIDC Cross ‘C’, Road No. 21
Andheri (East)

Mumbai 400 093

Dear Sirs

We have examined the accounts of Patni Computers Systems Limited (‘the Company’) for the three financial years ended Decen
31, 2000, 2001 and 2002 being the last date to which the accounts of the Company have been made up and audited by L
presentation to the members of the Company. We have also examined the accounts of the Company for the nine months e
September 30, 2003 prepared and approved by the Board of Directors of the Company and audited by us for the purpos
disclosure in the Offering Memorandum being issued by the Company in connection with the public issue of 18,724,000 equ
shares comprising fresh issue of 13,400,000 equity shares of Rs.2 each and offer for sale of 5,324,000 equity sharels ditfes.2 ea
accounts of the Company for the year ended March 31, 1998, nine months period ended December 31, 1998 and year ended Dec
31, 1999 have been audited by S. C. Bandi & Co., Chartered Accountants.

We have accepted the relevant accounts in respect of Patni Computer Systems, Inc. (‘Patni USA'), a subsidiary of thed€ompany
the five consecutive financial years ended December 31, 2002 and relevant consolidated accounts of Patni USA and its subsic
The Reference Inc. (‘TRI), for the nine months ended September 30, 2003 being the last date to which the accounts o&Rdtni USA
its subsidiary have been prepared and approved by its Board of Directors, audited and reported by Gerald T Reilly & Gompany,
auditors of Patni USA. The accounts of TRI have been consolidated with Patni USA from April 18, 2003, being the date from whi
Patni USA acquired ownership interest in TRI.

We have accepted the relevant accounts in respect of TRI for the five consecutive financial years ended December 3by2002 an
the period January 1, 2003 to April 17, 2003 being the last date to which the accounts of TRI have been prepared ang @pproved |
Board of Directors and reported by Gerald T Reilly & Company.

We have accepted the relevant accounts in respect of Patni Computer Systems (UK) Limited (‘Patni UK’), a subsidiary of t
Company for the five consecutive financial years ended December 31, 2002 and nine months ended September 30, 2003 being tf
date to which the accounts of Patni UK have been prepared and approved by its Board of Directors, audited and reportec
Woolford & Co LLP, the auditors of Patni UK.

We have also accepted the relevant accounts in respect of Patni Computers Systems GmbH (‘Patni GmbH’), a subsidiary of
Company for the three consecutive financial years ended December 31, 2002 and nine months ended September 30, 2003 beil
last date to which the accounts of Patni GmbH have been prepared and approved by its Board of Directors, audited aryd reporte
Prof Dr Binder, Dr Hillebrecht & Parther GmbH, the auditors of Patni GmbH.

In accordance with the requirements of Paragraph B (1) of Part Il of Schedule Il to the Companies Act, 1956 (the Actjtidse Secu
and Exchange Board of India (Disclosure and Investor Protection) Guidelines, 2000 (SEBI Guidelines) and our terms ofitsference
the Company dated October 15, 2003, requesting us to make this report for the purpose of the Offering Memorandum as afore:
we report that:

(@) The restated profits of the Company for the financial year ended March 31, 1998, nine months ended December 31,i4098, finau
years ended December 31, 1999, 2000, 2001, 2002 and nine months ended September 30, 2003 are as set out in Annexure |
report. These profits have been arrived at after charging all expenses including depreciation and after making such adjustm
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and regroupings as in our opinion are appropriate and more fully described in the notes appearing in Annexure 111 to this rep

(b) The restated assets and liabilities of the Company as at March 31, 1998, December 31, 1998, 1999, 2000, 2001, 2602aB30 Septe
2003, are as set out in Annexure Il to this report after making such adjustments and regroupings as in our opinion ate approp
and more fully described in the notes appearing in Annexure Il to this report.

(c) The rates of dividends paid by the Company in respect of the financial year ended March 31, 1998, nine months ended Decer
31, 1998, financial years ended December 31, 1999, 2000, 2001, 2002, are as shown in Annexure V to this report.

(d) We have examined the following financial information relating to the Company and as approved by the Board of Dirbetors for t
purpose of inclusion in the Offering Memorandum:

() Details of loans as appearing in Annexure VI to this report.

(i) Details of other income as appearing in Annexure VIl to this report.

(i) Accounting ratios as appearing in Annexure VIII to this report.

(iv) Capitalisation statement as at September 30, 2003 as appearing in Annexure IX to this report.
(v) Statement of tax shelters as appearing in Annexure X to this report.

In respect of financial information contained in this report, we have relied upon the audited financial statements for the ye
ended March 31, 1998, nine months ended December 31, 1998 and year ended December 31, 1999 which were audited by ¢
of chartered accountants other than us, as referred to above.

In our opinion the above financial information of the Company read with significant accounting policies attached in Annexur
IV to this report, after making adjustments and re-grouping as considered appropriate has been prepared in accordance witt
Il of Schedule Il of the Act and the SEBI Guidelines.

(e) In accordance with para 6.18.3 of the SEBI Guidelines, also attached are restated summary financial statements of Compe
subsidiaries in Annexures Xl, XII, XIIl and XIV to this report. The summary financial statements of the Company’s subsidiarie
have not been consolidated into the Company’s financial statements.

We have accepted the relevant restated summary financial statements read with significant accounting policies in raesipect of F
USA for the five consecutive financial years ended December 31, 2002 and the relevant restated summary consolidated finar
statements of Patni USA and its subsidiary TRI for the nine months ended September 30, 2003, which have been reported upc
other auditors as mentioned therein. The restated summary financial statements of Patni USA read with significant accoun
policies together with the report of the other auditors are attached in Annexure Xl to this report.

We have accepted the relevant summary financial statements read with significant accounting policies in respect of firl for the

consecutive financial years ended December 31, 2002 and the relevant summary financial statements for the period J&uary 1,
to April 17, 2003, which have been reported upon by other auditors as mentioned therein. The summary financial stateinents of
read with significant accounting policies together with the report of the other auditors are attached in Annexure X¢jpirthis r

We have accepted the relevant restated summary financial statements read with significant accounting policies in respect of F
UK for the five consecutive financial years ended December 31, 2002 and nine months ended September 30, 2003, which have
reported upon by other auditors as mentioned therein. The restated summary financial statements of Patni UK read with signific
accounting policies together with the report of the other auditors are attached in Annexure XIII to this report.

We have also accepted the relevant restated summary financial statements read with significant accounting policiesfin respe
Patni GmbH for the three consecutive financial years ended December 31, 2002 and nine months ended September 30, 2003, v
have been reported upon by other auditors as mentioned therein. The restated summary financial statements of Patni GmbH
with significant accounting policies together with the report of the other auditors are attached in Annexure XIV to this report

This report is intended solely for your information and for inclusion in the Offering Memorandum in connection with the specifi
Public Offer of the Company and is not to be used, referred to or distributed for any other purpose without our written consent

Yours faithfully

for Bharat S Raut & Co.
Chartered Accountants

Russell | Parera
Partner
Membership No. 42190

Mumbai
November 6, 2003
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Annexure |: Statement of Profits and Losses, as Restated

Year ended Nine months Year ended Year ended Year ended Year ended Nine months

March 31, ended December December December December ended
1998 December 31, 1999 31, 2000 31, 2001 31, 2002 September
31, 1998 30, 2003
Income
Sales and service income 824,963 918,462 1,414,004 1,977,608 3,289,609 4,482,148 3,856,562
Other income 14,358 30,840 41,043 196,916 50,786 46,748 121,676
Total income 839,321 949,302 1,455,047 2,174,524 3,340,395 4,528,896 3,978,238
Expenditure
Staff costs 370,254 449,457 760,370 855,131 1,337,818 1,666,975 1,665,992
Depreciation 55,095 49,516 85,050 126,084 231,449 297,338 287,244
Selling, general and administration
expenses 129,603 125,902 198,670 311,854 512,692 635,554 652,070
Interest 11,653 15,241 26,676 49,625 51,476 19,254 955
Total expenditure 566,605 640,116 1,070,766 1,342,694 2,133,435 2,619,121 2,606,261
Net profit before tax and
adjustments 272,716 309,186 384,281 831,830 1,206,960 1,909,775 1,371,977
Provision for taxation 456 - 4,815 65,317 63,710 268,301 208,856
Net profit before adjustments 272,260 309,186 379,466 766,513 1,143,250 1,641,474 1,163,121
Adjustments
Impact of changes in
accounting policies
(Increase) /decrease in depreciation
(Refer note 1a) 28,618 17,879 28,300 (96,900) - - -
Increase/(decrease) in revenue
(Refer note 1b) (29,484) 22,203 5,660 (25,915) - - -
(Increase) /decrease in amortisation
of preliminary expense¢Refer note 1c) 25 (1,138) (4,876) (454) 2,037 4,579
(Increase) /decrease in consumables
(Refer note 1d) (624) (34) (2,122) 3,284 - - -
Deferred tax credit/(expense)
(Refer note 1e) 4,282 (5,377) 11,041 (9,694) (25,974) (7,916) -
Change in treatment of deferred
revenue expendituréRefer note 1f) - - (4,603) 4,603 - - -
Other adjustments
(Increase) /decrease in property tax
expense(Refer note 2a) - - 983 (4,516) (6,424) 9,957 -
(Increase) /decrease in pension expense
(Refer note 2b) (1,402) (1,078) (1,462) 24,984 - - -
(Increase)/ decrease in provision for
US branch office taxegRefer note 2c) - - - (1,593) (6,532) (20,179) 28,304
Total impact of adjustments 1,415 32,455 32,921 (106,201) (36,893) (13,559) 28,304
Tax impact of adjustments 734 (13,216) (6,672) 29,489 - - -
Total of adjustments after tax impact 2,149 19,239 26,249 (76,712) (36,893) (13,559) 28,304
Net profit, as restated 274,409 328,425 405,715 689,801 1,106,357 1,627,915 1,191,425
Profit and Loss account, beginning of
the period #349,360 579,062 824,087 632,912 1,174,885 2,090,059 3,500,942
Profits available for appropriation,
as restated 623,769 907,487 1,229,802 1,322,713 2,281,242 3,717,974 4,692,367

# Refer Next Page for details

The above should be read with notes to Statement of Profits and Losses and Assets and Liabilities, as restated appeari
Annexure Il and significant accounting policies appearing in Annexure V.
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Annexure |: Statement of Profits and Losses, as Restated (Continued)

(Currency: in thousands of Indian Rupees except share data)

Year ended Nine months Year ended Year ended Year ended Year ended Nine months

March 31, ended December December December December ended
1998 December 31, 1999 31, 2000 31, 2001 31, 2002 September
31, 1998 30, 2003
Appropriations
Dividends
on preference shares - - 28,910 32,250 32,250 7,952 -
on equity shares
- Interim 4,500 30,000 180,000 - 37,494 - -
- Final 15,000 15,000 - 9,070 - 39,111 -
Corporate dividend tax 1,950 4,650 22,980 6,107 7,114 5,822 -
Transfer to debenture redemption
reserve - 1,250 15,000 23,750 - - -
Transfer to/(from) general reserve 30,000 32,500 350,000 76,651 114,325 164,147 (19,023)
Transfer from investment allowance
reserve (6,743) - - - - - -
Balance carried forward, as restated 579,062 824,087 632,912 1,174,885 2,090,059 3,500,942 4,711,390

PROFIT AND LOSS ACCOUNT AS AT APRIL 1, 1997

Profit and loss account balance as at April 1, 1997 as per audited financial statements 317,160
Decrease in depreciation expen@efer note 1a) 22,103
Increase in revenuéRefer note 1b) 27,536
Increase in amortisation of preliminary expengBefer note 1c) (173)
Increase in consumablg&efer note 1d) (504)
Deferred tax creditRefer note le) 14,615
Increase in pension expen¢Befer note 2b) (21,042)
Tax impact of adjustments (10,335)
Profit and loss account balance as at April 1, 1997, as restated 349,360

The above should be read with notes to Statement of Profits and Losses and Assets and Liabilities, as restated appeari
Annexure Il and significant accounting policies appearing in Annexure V.
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Annexure |I: Statement of assets and liabilities, as restated

Patni Computer Systems Limited

(Currency: in thousands of Indian Rupees except share data)

As at March 31, December December December December December September
1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

Fixed assets
Gross block 495,746 590,807 596,880 1,118,835 1,828,513 2,414,707 2,791,190
Less: Accumulated depreciation 137,511 172,951 201,135 422,185 539,883 822,777 1,086,766
Net block 358,235 417,856 395,745 696,650 1,288,630 1,591,930 1,704,424
Less: Revaluation reserve (Refer note 2d) 95,017 91,095 9,635 9,855 9,774 9,693 9,632
Net block after adjustment for revaluation
reserve 263,218 326,761 386,110 686,795 1,278,856 1,582,237 1,694,792
Capital work-in-progress 29,028 59,611 183,885 156,487 30,844 28,900 79,005
Total 292,246 386,372 569,995 843,282 1,309,7001,611,137 1,773,797
Investments 105,730 225,730 441,954 661,362 519,544 3,645,102 4,344,204
Deferred tax asset 9,296 - - 14,867 5,711 6,570 13,430
Current assets, loans and advances
Sundry debtors 459,566 504,369 653,352 1,033,090 1,809,607 2,371,469 2,650,706
Cash and bank balances 118,699 103,319 56,912 94,395 169,487 138,876 384,783
Loans and advances 47,581 153,521 80,945 94,136 151,073 115,050 161,792
Costs and estimated earnings in
excess of billings 25,095 33,923 33,492 99,356 205,946 55,101 118,977
Total 650,941 795,132 824,701 1,320,977 2,336,113 2,680,496 3,316,258
Liabilities and provisions
Secured loans 186,188 219,291 286,126 321,773 402,703 19,697 22,400
Current liabilities 94,760 83,822 82,295 157,479 336,392 591,999 962,327
Provisions 46,959 85,743 166,274 146,760 171,180 393,096 327,315
Deferred tax liability - 9,297 4,928 - 16,818 25,593 31,302
Total 327,907 398,153 539,623 626,012 927,093 1,030,385 1,343,344
Networth 730,306 1,009,081 1,297,027 2,214,476 3,243,975 6,912,920 8,104,345
Represented by
Share capital 30,000 30,000 280,000 281,245 374,980 148,561 222,842
Reserves and surplus

- Export reserve 195 195 - - - - -

- Debenture redemption reserve 1,250 16,250 40,000 20,000 - -

- General reserve 121,049 153,549 367,865 444,516 578,841 509,687 490,664

- Profit and loss account, as restated 579,062 824,087 632,912 1,174,885 2,090,059 3,500,942 4,711,390

- Share premium - - - 273,830 180,095 2,500,429 2,426,148

- Capital redemption reserve - - - - 253,301 253,301
Networth 730,306 1,009,081 1,297,027 2,214,476 3,243,975 6,912,920 8,104,345

The above should be read with notes to Statement of Profits and Losses and Assets and Liabilities, as restated appeari

Annexure Il and significant accounting policies appearing in Annexure V.
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Annexure lll: Notes to the statement of profits and losses and assets and liabilities, as restated

1.

(Currency: in thousands of Indian Rupees except share data)

Changes in accounting policies
a) Depreciation

Until the year ended December 31, 1999, the Company depreciated its fixed assets based on the written down value (‘WD
method of depreciation, at the rates prescribed under schedule X1V to the Companies Act, 1956.

Effective January 1, 2000, the Company revised the estimates of useful lives of its fixed assets since the management belit
that these revised useful lives reflect more appropriately, the period of economic benefit to be derived from the usndf assets
would hence result in a more appropriate preparation of the financial statements. This also resulted in a change indhe methc
providing depreciation from the WDV method to straight-line method (‘SLM’).

Accordingly, depreciation on fixed assets has been recomputed based on the straight line method for the year ended Marct
1998, for the nine months ended December 31, 1998, and year ended December 31, 1999. Further, reserves as at April 1, 199’
been adjusted to reflect the impact of change pertaining to prior years.

b) Revenue recognition

Until the year ended December 31, 1999, the Company recognised revenue on fixed price contracts on the basis of billing
customers based on the milestones achieved. Effective January 1, 2000, the Company changed its accounting policy to recol
revenue on fixed price contracts based on percentage of completion method, since the management believed that this me
reflects more appropriately, the earnings of the Company for the given period.

Accordingly, revenue on fixed price contracts for the year ended March 31, 1998, nine months ended December 31, 1998, for
year ended December 31, 1999 and December 31, 2000, has been recomputed based on the percentage of completion m:
Further, reserves as at April 1, 1997 have been adjusted to reflect the impact of change pertaining to prior years.

c) Preliminary expenses

Until the year ended December 31, 2001, the Company amortised preliminary expenses in the nature of share issue and debe
issue expenses, filing and registration fees for increase in share capital etc., over a period of three to five yeardaBEtfantiv

1, 2002, the Company changed its accounting policy to adjust share issue expenses out of share premium account and cl
other expenses to the profit and loss account, as incurred.

Accordingly, preliminary expenses have been adjusted in line with the above mentioned policy for the years ended March :
1998, nine months ended December 31, 1998, and the years ended December 31, 1999, December 31, 2000 and December 31
Further, reserves as at April 1, 1997 have been adjusted to reflect the impact of change pertaining to prior years.

d) Consumables

Until the year ended December 31, 1999, the Company inventorised consumables such as floppies, printers, cartridges,
Effective January 1, 2000, the Company changed its accounting policy to expense such consumables as incurred on purct

Accordingly, inventory balance has been adjusted in line with the above-mentioned policy for the year ended March 31, 19
nine months ended December 31, 1998, and the years ended December 31, 1999 and December 31, 2000. Further, reserve
April 1, 1997 have been adjusted to reflect the impact of change pertaining to prior years.

e) Deferred taxes

Accounting Standard - 22 on “Accounting for Taxes on Income” (AS - 22) issued by the Institute of Chartered Accountants «
India (ICAI) is mandatory in respect of accounting periods commencing on or after April 1, 2002. The Company adopted AS - -
for the first time in preparing its financial statements for the current period commencing January 1, 2003. Accordirgly, for tt
purpose of this statement, the deferred tax asset/liability has been recognised in the respective years of origination wit
corresponding effect to the statement of profits, as restated.

In accordance with the transitional provisions of AS - 22, the Company charged the net deferred tax liability aggregatir
Rs.19,023 that accumulated prior to the adoption of this standard, as at January 1, 2003 to general reserves, in the final
statements for the nine months ended September 30, 2003. Accordingly, in the Statement of assets and liabilitieshés restate
amount has been reclassified to the general reserve account as at September 30, 2003.
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Patni Computer Systems Limited

(Currency: in thousands of Indian Rupees except share data)
f) Deferred revenue expenditure

In the year 1999, the Company incurred certain professional charges, which were accounted as deferred revenue expenditu
be written off over a period of three years. In the year 2000, the Company changed its accounting policy to expense such cha
as incurred.

Accordingly, deferred revenue expenditure has been adjusted in line with the above-mentioned policy for the years enc
December 31, 1999 and 2000.

Other Adjustments
a) Property tax

In the year 2002, the Company received property tax demands from the local municipal bodies pertaining to the period 1999 u
2002. The Company accounted the entire tax demand in its financial statements for the year ended December 31, 2002. Accordi
for the purpose of this statement, property tax expenditure pertaining to each of the years ended December 31, 1999, 200C
2001 and 2002 has been adjusted in the respective years.

b) Pension expense

In 2000, the Company approved a scheme of pension in respect of its two directors, whereby these directors are eligible
certain specified payments upon attainment of a particular age. In the financial statements for the year ended Decefber 31, 2
the Company provided the entire actuarially determined liability existing as at December 31, 2000. For the purpose of tl
statement, the pension cost relating to earlier periods i.e. elapsed service period, has been adjusted in the respective pe
The Company has made this adjustment based on data obtained from an independent actuary.

¢) US branch office taxes

The Company recorded short provision for US branch office taxes in respect of each of the years ended December 31, 2000, :
and 2002. The cumulative impact of such short provision for earlier years was recorded in the financial statements for the n
months ended September 30, 2003. This has now been adjusted in the respective years in the above Statements.

d) Revaluation reserve

In accordance with Clause 6.18.7 (b) (v) of the SEBI Guidelines, the Statement of assets and liabilities as restated has t
prepared after deducting the revaluation reserve balance from both fixed assets and reserves.

Annexure 1V: Significant accounting policies

1.1

1.2

Basis of preparation of financial statements

The financial statements of the Company have been prepared under the historical cost convention with the exception of |
and buildings, which have been revalued, on the accrual basis of accounting, in accordance with the provisions of
Companies Act, 1956 and comply with the Accounting Standards issued by the Institute of Chartered Accountants of Inc
(‘ICAI"), to the extent applicable. As mentioned in Note 2(d) in Annexure Ill, the revaluation reserve has been deducted frol
both fixed assets and reserves, in the Statement of assets and liabilities, as restated.

In respect of the financial statements for the nine months ended September 30, 2003, the Company has adopted AS — 25 ‘Int
Financial Reporting’ issued by the ICAI.

The preparation of the financial statements in accordance with generally accepted accounting principles requires thattmanagel
makes estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contiegent liabi
as of the date of financial statements and the reported amounts of revenue and expenses during the reporting period. Manage
believes that the estimates used in the preparation of the financial statements are prudent and reasonable. Actual results
differ from these estimates. Any revision to accounting estimates is recognized prospectively in current and future periods

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation, except for items of land and buildings, which were revalue
March 1995 [Refer paragraph 1.1 above]. Cost includes inward freight, duties, taxes and incidental expenses relatédrio acquis
and installation of the asset. Depreciation is provided on the Straight Line Method (SLM) based on the estimated useful liv
of the assets as determined by the management. For additions and disposals, depreciation is provided pro-rata for the peri
use.
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1.3

1.4
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(Currency: in thousands of Indian Rupees except share data)
The rates of depreciation based on the estimated useful lives of fixed assets are higher than those prescribed under Sch
X1V to the Companies Act, 1956. The useful lives of fixed assets are stated below:

Asset Useful life (in years)

Leasehold land and improvements Over the lease period or the useful life of the assets,
whichever is shorter

Buildings 40

Electrical installations 8

Computers, computer software and other service equipments 3

Furniture and fixtures
Office equipments
Vehicles

Leases

Assets acquired on finance leases have been recognised as an asset and a liability at the inception of the lease, at an al
equal to the lower of the fair value of the leased asset or the present value of the future minimum lease payments. Such le
assets are depreciated over the lease term or its estimated useful life, whichever is shorter. Further, the paymentlefsénimum
payments have been apportioned between finance charges, which are debited to the profit and loss account, and reducti
lease obligations recorded at the inception of the lease.

Revenue and cost recognition

The Company derives its revenues primarily from software development activities. Revenue from time-and-material contracts
recognised as related services are rendered. Revenue from fixed-price contracts is recognised on a percentage of compl
basis, measured by the percentage of costs incurred to-date to estimated total costs for each contract. This method is
because management considers costs to be the best available measure of progress on these contracts.

Contract costs include all direct costs such as direct labour and those indirect costs related to contract performance, suc
depreciation and satellite link costs. Selling, general, and administrative costs are charged to expense as incurrasdoProvisior
estimated losses on uncompleted contracts are made in the period in which such losses are determined. Changes ir
performance, job conditions, estimated profitability and final contract settlements may result in revision to costs amagécome
are recognised in the period in which the revisions are determined.

The asset, “Cost and estimated earnings in excess of billings”, represents revenues recognised in excess of amounts b
These amounts are billed after the milestones specified in the agreement are achieved and the customer acceptance for the
is received. The liability, “Billings in excess of costs and estimated earnings”, represents billings in excess of reaggnigesirec
Warranty costs on sale of services are accrued based on management’s estimates and historical data at the time related rev
are recorded.

Direct and incremental contract origination and set up costs incurred in connection with support/maintenance servi
arrangements are charged to expense as incurred. These costs are deferred only in situations where there is a contre
arrangement establishing a customer relationship for a specified period. The costs to be deferred are limited to the exter
future contractual revenues. Further, revenue attributable to set up activities is deferred and recognised systemdlieally ove
periods that the related fees are earned, as services performed during set up period do not result in the culminatiateof a sep
earnings process.

Revenue on maintenance contracts is recognized on a straight-line basis over the period of the contract.

Revenue recognition is postponed in instances wherein the conditions for revenue recognition are not met. Related costs
also deferred in such instances, subject to management’s assessment of realisability.

Dividend income is recognized when the Company’s right to receive dividend is established. Interest income is recognised
the time proportion basis.

Employee retirement and other benefits

Contributions to the provident fund, which is a defined contribution scheme, are charged to the profit and loss account in 1
period in which the contributions are incurred.
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1.6

1.7

1.8

Patni Computer Systems Limited

(Currency: in thousands of Indian Rupees except share data)
Provision for gratuity, pension and leave encashment costs, which are defined benefits, are based on actuarial vake@tions ca
out by an independent actuary at the balance sheet date.

The Company provides compensatory-offs to its employees, which entitle the employees to avail paid leave in future period
services already rendered. These entitlements are not encashable by the employees. The Company makes provision for
compensated absences by estimating the likely salary payable to the employees availing such leave based on historical de
such entitlements availed in the past.

For the purpose of the interim financial statements, provisions for gratuity, pension and leave encashment costs have t
estimated by the management based on a year—to-date calculation taking into account the actuarially determined lebilities a
end of the previous financial year, adjusted for significant changes since that date.

Foreign currency transactions
India operations

Transactions in foreign currency are recorded at the exchange rate prevailing on the date of the transaction. Foreign curre
denominated current assets and current liabilities at the period-end are translated at the period-end exchange ratatéExchanc
differences resulting from foreign exchange transactions settled during the period, including period-end translation of curre
assets and liabilities are recognised in the profit and loss account other than those exchange differences arisingoin relatic
liabilities incurred for acquisition of fixed assets, which are adjusted to the carrying value of the underlying fixed assets.

The Company has entered into forward exchange contracts for a portion of its foreign exchange receivables. The differe
between the forward rate and the exchange rate at the inception of the forward exchange contracts is recognised as inc
expense over the life of the contract.

Foreign branch office operations

Revenue items other than depreciation costs are translated into the reporting currency at monthly average exchange r
Foreign currency denominated current assets and current liabilities at period-end are translated at the period-end exchs
rates. Fixed assets are translated at exchange rates on the date of the transaction and depreciation on fixed agedts is tral
at the exchange rates used for translation of the underlying fixed assets. Net exchange difference resulting from translatio
items in the financial statements of the foreign branch offices is recognised in the profit and loss account.

Investments

Long-term investments are stated at cost, and provision is made when in the management’s opinion there is a decline, other
temporary, in the carrying value of such investments.

Current investments are carried at lower of cost and fair value, and provision is made to recognise any decline in the carry
value.

Taxation
Income tax expense comprises current tax expense and deferred tax expense or credit.

Provision for current tax expense is recognised under the taxes payable method based on the estimated tax liability comp
after taking credit for allowances and exemptions in accordance with the Indian Income-tax Act, 1961. In case of matters un
appeal, full provision is made in the financial statements when the Company accepts the liabilities. Provision for taxatic
includes foreign taxes payable outside India, which is determined based on the tax laws existing in the respective fore
countries.

Deferred tax assets and liabilities are recognised for the future tax consequences attributable to timing differencles that re
between the profits offered for income taxes and the profits as per the financial statements. Deferred tax assetearaddiabiliti
measured using the tax rates and the tax laws that have been enacted or substantially enacted by the balance sheet dat
effect on deferred tax assets and liabilities of a change in tax rates is recognised in the period that includes thedatectment
Deferred tax assets are recognised only if there is a reasonable certainty that sufficient future taxable income willde availe
against which such deferred tax assets can be realised. Deferred tax assets are reassessed for the appropriateness ¢
respective carrying values at each balance sheet date.
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1.9

(Currency: in thousands of Indian Rupees except share data)

A substantial portion of Company’s profits is exempt from Indian Income taxes, being profit from industrial undertakings
situated in Software Technology Park. Under section 10A of the Income Tax Act, 1961, the Company can avail of an exempt
of profits from income tax for a period of ten consecutive years. In the Company’s case these exemptions expire on garious d
between years 2005 and 2010. In this regard, the Company recognises deferred taxes in respect of those originating tin
differences, which reverse after the tax holiday period, resulting in tax consequences. Timing differences, which originate a
reverse within the tax holiday period, do not result in tax consequence and therefore no deferred taxes are recognésed in res
of the same. For the above purposes, timing differences, which originate first, are considered to reverse first.

For the purpose of interim financials statements, income taxes have been recognised based on the best estimate of the wei
average effective tax rate expected for the full financial year. Amount accrued for income taxes in one interim period shall
adjusted in a subsequent interim period in the event the estimate of the annual effective income tax rate changes.

Earnings per Share

The basic earnings per share is computed by dividing the net profit attributable to the equity shareholders for thetmeriod by
weighted average number of equity shares outstanding during the reporting period. Diluted earnings per share is compt
using the weighted average number of equity shares and also the weighted average number of equity shares that could
been issued on the conversion of all dilutive potential equity shares. The dilutive potential equity shares are adjésted for
proceeds receivable, had the shares been actually issued at fair value.

Dilutive potential equity shares are deemed converted as of the beginning of the period, unless they have been issued at a
date. The number of shares and potentially dilutive equity shares are adjusted for stock splits and bonus shares, as approp

Annexure V: Details of rates of dividend paid by the Company

Class of shares Face Year Nine Year Year Year Year Nine
Value ended months ended ended ended ended months
March 31, ended December December December December ended
1998 December 31, 1999 31, 2000 31, 2001 31, 20®@eptember
31, 1998 30, 2003
Equity shares
Refer Note (1) Rs.10 /Rs.2
- Interim 15% 100% 600% - 30% - -
- Final 50% 50% - 30% - 30% -
Total 65% 150% 600% 30% 30% 30% -
12.9% Cumulative Rs.100 Refer Refer 12.9% 12.9% 12.9% 12.9% Refer
Redeemable Preference note (2) note (2) note (2)
Shares
Notes

@
@

On June 26, 2001, the shares of the Company were sub-divided from Rs.10 each into 5 equity shares of Rs.2 each.

In 1999, the Company issued 250,000 12.9% cumulative redeemable preference shares of Rs.100 each to IDBI, Mumbdivéd@ad €@ d 2.9% has been paid on these shares
from the date of allotment. In 2002, these preference shares were redeemed by the Company.

163




Patni Computer Systems Limited

(Currency: in thousands of Indian Rupees except share data)
Annexure VI: Details of loans

Secured loans

As at March 31, December December December December December September
1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

1,200,000 - 13.75% non convertible

debentures of Rs.100 each - 120,000 120,000 80,000 40,000 - -
Industrial Development Bank of India 14,783 13,780 - - - - -
Foreign currency loan 118,800 63,945 - - - - -
Grindlays Banks plc (Post shipment loan) 52,148 21,238 161,224 167,080 252,477 - -
Bank of America 395 328 - - - - -
Housing Development Finance

Corporation Ltd. 62 - - - - - -
Deferred payment liabilities in relation

to buildings - - 4,902 74,693 105,580 - -
Lease obligation in relation to vehicles

acquired under finance lease - - - - 4,646 19,697 22,400

Loans from promoter group
(Refer note 3 below) - - - - - - R

Total 186,188 219,291 286,126 321,773 402,703 19,697 22,400

Notes:

1) Interest on loans was payable in the range of 9 to 16%, 9 to 16%, 10 to 16%, 10 to 18%, 7 to 18%, for the period endail, Magsh
December 31, 1998, December 31, 1999, December 31, 2000 and December 31, 2001 respectively, and 7 to 8% for the pericérebeed De
31, 2002 and September 30, 2003.

2) Loans outstanding as at September 30, 2003, representing finance lease obligations, are secured against the vehiclesndeqsieed\s per
the lease agreements, the ownership of these vehicles would not transfer to the Company, however it contains a renelxedsdaniskgations
outstanding as at September 30, 2003 are repayable as follows:

Minimum lease Finance charge Present value of
payments minimum lease
payments
Amount due within one year from the balance sheet date 8,414 1,205 7,209
Amount due in the period between one year and five years 16,213 1,022 15,191
24,627 2,227 22,400
3) Promoter group comprises the following:
Promoters
a. Mr. Narendra K. Patni b. Mr. Gajendra K. Patni
c. Mr. A. K. Patni d. iSolutions Inc.
Relatives of promoters
Group _companies/firms consisting of the following:
a. PCS Industries Limited b. PCS International Limited
c. Ashoka Computer Systems Private Limited d. PCS Cullinet Private Limited
e. Patni Computer System Inc. (became a subsidiary in 2002) f.  PCS Finance Limited
g Ravi and Ashok Enterprises h.Business Systems
i. ~ Maganmal Nemichand j.  Raay Software Private Limited

k. Raay Global Investment Private Limited

Unsecured loans

The Company did not have any unsecured loans outstanding during the periods presented in the Statement of assetsand liabi
as restated.
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Annexure VII: Details of other income

(Currency: in thousands of Indian Rupees except share data)

Year Nine Year Year Year Year Nine
ended months ended ended ended ended months
March 31, ended December December December December ended
1998 December 31, 1999 31, 2000 31, 2001 31, 2002September
31, 1998 30, 2003
Other income 14,358 30,840 41,043 196,916 50,786 46,748 121,676
Net profit before tax, as restated 269,849 347,018 406,161 736,916 1,202,573 1,924,311 1,371,977
Percentage 5.32% 8.89% 10.11% 26.72% 4.22% 2.43% 8.87%
Source of Income Year Nine Year Year Year Year Nine Nature
ended months ended ended ended ended months
March 31, ended December December December December period
1998 December 31, 1999 31, 2000 31, 2001 31, 2002 ended
31, 1998 September
30, 2003
Interest received on
- Inter corporate deposits 3,656 7,011 8,283 3,920 4,739 5,876 - Refer
Note (1)
- Bank deposits - - 1,168 2,762 365 88 - Recurring
- Loans to employees 129 146 261 382 504 714 386 Recurring
- Others 548 380 279 4 425 - 1,053 Recurring
Dividend received on trade
investments - - - - 891 - - Recurring
Dividend received on non-trade
investments 2,620 2,619 10,114 13,440 19,271 6,392 37,000 Recurring
Exchange gain, net 6,221 17,553 7,161 59,606 23,682 11,124 24,601 Recurring
Premium received on special 1,750 1,867 1,188 141 - - - Refer
import license Note (2)
Profit/ (loss) on sale of
investments (4,120) - 2,678 110,818 (4,315) 18,961 52,963 Recurring
Incentive on investments - 80 3,232 742 1,068 194 - Recurring
Miscellaneous income 3,554 1,184 6,679 5,101 4,156 3,399 5,673 Recurring
Total 14,358 30,840 41,043 196,916 50,786 46,748 121,676
Notes
(1) As at December 31, 2002, the Company had no outstanding inter corporate deposits.

(2) Special Import license has been discontinued by the Company with effect from January 1, 2001.

(3) The classification of income into recurring and non-recurring is based on the current operations and business actigit@onfifiny.
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(Currency: in thousands of Indian Rupees except share data)

Annexure IX: Capitalisation statement as at September 30, 2003

Post issue
22,400
22,400

249,642
10,936,703
11,186,345

0.002:1

Pre issue
Short term debt -
Long term debt 22,400
Total debt 22,400
Shareholders’ funds
- Share capita 222,842
- Reserves (excluding revaluation resgrve 7,881,503
Total shareholders’ funds 8,104,345
Long term debt/equyjt 0.003:1
Note:
1) Long term debt represents amounts payable for vehicles acquired on finance lease.

2)

43,684,048 shares as at September 30, 2003 are subject to certain buy-back arrangements as specified in the shareholders’ agreement (refer

8 of Annexure VIII). These shares have been included in equity share capital considered for the purpose of the above computation.

Annexure X: Statement of tax shelters

Year ended Nine months

Year ended Year ended Year ended

Year ended

March 31, ended December December December December
1998 December 31, 1999 31, 2000 31, 2001 31, 2002
31, 1998

Profit before current and deferred taxes,
as restated 269,849 347,018 406,161 736,916 1,202,573 1,924,311
Weighted average tax rate (%) E 35.00 35.00 37.63 39.29 36.66 36.49
Tax expense at weighted average rate F 94,447 121,456 152,838 289,534 440,863 702,181
Adjustments
Permanent Differences
Tax impact in respect of units under
Section 10A of Income Tax Act, 1961
(‘the Act’) (74,465) (64,231) (122,650) (215,089) (1,068,615) (1,773,817)
Deduction u/s 80HHE of the Act (212,005) (244,767) (255,616) (401,237) (82,732) (59,800)
Expenses disallowed 4,943 6,608 23,668 15,505 18,324 41,935
Indexation difference on long term capital gain - - (47,595) (2,213) -
Long-term capital gain charged at lower rate of tax - - - (34,742) (834) -
Dividend exempt u/s 10(33) of the Act (1,338) (1,338) (10,114) (13,879) (19,198) (1,889)
Total A (282,865) (303,728) (364,712) (697,037) (1,155,268) (1,793,571)
Temporary Differences
Difference between book depreciation and
tax depreciation 12,580 (1,485) (7,719) (25,978) (29,988) (834)
Provision for doubtful debts - - - 2,313 6,126 (1,513)
Utilisation of MAT credit (9,632) (7,882) (3,264) (14,070) (13,587) -
Provision for retirement benefits 1,298 - 16,193 20,768 2,405 16,959
Others 7,977 3,838 (16,133) 1,593 1,116 47
Total B 12,223 (5,529) (10,923) (15,374) (33,928) 14,659
Net Adjustment C=A+B (270,642) (309,257) (875,635) (712,411) (1,189,196) (1,778,912)
Tax saving thereon D=C*E (94,725) (108,240) (141,351) (279,906) (435,959) (649,125)
Net impact G=F+D (278) 13,216 11,487 9,628 4,904 53,056
Tax impact of adjustments 734 (13,216) (6,672) 29,489 - -
Provision for current domestic tax
as per the books of accounts 456 4,815 39,117 4,904 53,056
Provision for foreign taxes as per the
books of accounts - - - 26,200 58,806 215,245
Total tax expenses as per the books of
accounts 456 - 4,815 65,317 63,710 268,301
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Patni Computer Systems Limited

Annexure Xl: Patni Computer Systems, Inc.

G. T. Reilly & Company

Certified Public Accountants, Inc.
424 Adams Street

Milton, MA 02186 - 4358

To the Board of Directors

Patni Computer Systems Limited
Akruti Softech Park

MIDC Cross Road No. 21
Andheri East

Mumbai 400 093

Dear Sirs,

As required for the purpose of certification of statement of accounts to be incorporated in the offer document propsseédo be i
by Patni Computer Systems Limited in connection with the initial offer of Equity Shares, we state as follows:

1

4,

We have audited the financial statements of Patni Computer Systems, Inc. (formerly Data Conversion, Inc.), a subsidiary of P
Computer Systems Limited for the five financial years ended December 31, 2002 and the nine months ended September 30, Z
being the last date up to which the accounts have been made in those respective periods.

On April 17, 2003, Patni Computer Systems, Inc., acquired 100% equity interest in The Reference Inc. (TRI). The results
operation of TRI for the period April 18, 2003 to September 30, 2003 have been consolidated into the accounts of Patni Compi
Systems, Inc., for the nine months ended September 30, 2003.

We certify that the figures included in the annexed statement of profits and loss account for the five financial yeamns ended
December 31, 2002 and the nine months ended September 30, 2003, and the annexed statement of assets and liabilities as
end of the respective periods, along with the significant accounting policies, are prepared from the audited financi#s stateme
of Patni Computer Systems, Inc., in accordance with accounting principles generally accepted in the United States of Amer
We confirm that the annexed statements include the following adjustments:

e the impact of changes in accounting policies adopted by Patni Computer Systems, Inc., has been disclosed with retrospec
effect;

e material amounts relating to adjustments for previous periods have been identified and adjusted in arriving at the profits
the periods to which they relate irrespective of the period in which the event triggering the profit or loss occurred;

e the impact of qualification in the auditors’ report, where applicable, has been adjusted; and
e impact of extraordinary items has been disclosed separately in the annexed statements.
Appropriate adjustments and regroupings, which in our opinion were considered necessary, have been made.

For and on behalf of
Gerald T. Reilly & Company
Certified Public Accountants, Inc.

Thomas J. O’'Connor, CPA

Dated: November 3, 2003 Vice President
Place: Milton, Massachusetts, USA
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Statements of Assets and Liabilities, As Restated (Parent company format)

(Uss)
As at As at As at As at As at As at
December December December December December  September
31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 31, 2003
Fixed assets
Gross block 899,493 897,319 1,085,831 1,644,127 2,280,492 5,167,216
Less: Accumulated depreciation 426,338 515,386 692,821 852,013 1,193,527 3,203,584
Net block 473,155 381,933 393,010 792,114 1,086,965 1,963,632
Less: Revaluation reserve 0 0 0 0 0 0
Net block after adjustment for
revaluation reserve 473,155 381,933 393,010 792,114 1,086,965 1,963,632
Capital work-in-progress 0 0 0 0 0 0
Total 473,155 381,933 393,010 792,114 1,086,965 1,963,632
Goodwill 0 0 0 0 0 2,594,373
Other Intangible Assets 0 0 782,188 609,325 1,165,009 1,298,175
Investments 0 0 0 0 0 0
Current assets, loans and advances
Sundry debtors 10,937,091 13,487,482 23,057,780 28,415,665 41,737,593 55,735,588
Cash and bank balances 2,222,067 7,553,171 4,233,463 17,230,638 12,488,524 17,218,554
Loans and advances 167,915 490,138 5,650,422 6,786,676 743,225 1,261,704
Costs and estimated earnings in excess
of billings 1,127,351 1,348,356 813,846 1,363,841 1,348,849 5,710,655
Others 0 155,358 483,376 438,929 446,873 1,009,783
Deferred tax asset 0 0 559,869 1,457,694 3,703,196 3,464,328
Total 14,454,424 23,034,505 34,798,756 55,693,443 60,468,260 84,400,612
Liabilities and provisions
Secured loans
Current liabilities 7,880,115 14,182,013 19,380,838 35,739,069 35,572,638 56,666,054
Provisions 530,697 251,404 1,842,850 3,796,781 7,240,547 10,881,685
Deferred tax liability 600,846 45,865 0 0 0 0
Total 9,011,658 14,479,282 21,223,688 39,535,850 42,813,185 67,547,739
Net worth 5,915,921 8,937,156 14,750,266 17,559,032 19,907,049 22,709,053
Represented by
Share capital 5,000 5,000 5,000 5,000 5,000 5,000
Reserves and surplus
Export reserve 0 (0] 0 0 0 0
Debenture redemption reserve 0 0 0 0 0 0
General reserve 0 0 0 0 0 0
Profit and loss account, as restated 5,910,921 8,932,156 14,745,266 17,554,032 19,902,049 22,704,053
Share premium 0 0 0 0 0 0
Capital redemption reserve 0 0 0 0 0 0
Net worth 5,915,921 8,937,156 14,750,266 17,559,032 19,907,049 22,709,053
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Statements of Profits, As Restated (Parent Company reporting format)

Patni Computer Systems Limited

(Us$)
Year ended Year ended Year ended Year ended Year ended Nine months
December December December December DecemberEnded Sept.
31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Income
Sales and service income 41,262,238 54,313,805 85,003,836 122,028,257 163,694,124 160,259,300
Other income 108,479 207,969 718,916 660,925 429,523 149,970
Total income 41,370,717 54,521,774 85,722,752 122,689,182 164,123,647 160,409,270
Expenditure
Staff costs 8,119,359 14,902,217 30,559,756 51,791,357 68,254,088 66,915,600
Depreciation 141,861 155,031 177,434 213,343 365,613 532,976
Selling, general and administration expenses 28,699,874 35,233,828 45,153,548 65,825,649 91,265,153 88,208,549
Interest 0 0 0 0 0 0
Total expenditure 36,961,094 50,291,076 75,890,738 117,830,349 159,884,854 155,657,125
Net profit before tax and adjustments 4,409,623 4,230,698 9,832,014 4,858,833 4,238,793 4,752,145
Provision for taxation 1,765,000 1,700,000 3,968,904 1,975,067 1,815,776 1,950,141
Net profit before adjustments 2,644,623 2,530,698 5,863,110 2,883,766 2,423,017 2,802,004
Adjustments
(Refer Note below)
Reclass to Capital Equipment and
depreciation on same 0 31,139 0 0 0 0
Increase /(decrease) in revenue 0 287,011 0 0 0 0
Increase /(decrease) in Other Income 0 0 0 0 0
(Increase) /decrease in Payroll Tax 0 0 0 0 0
(Increase) /decrease Software
Development Cost 0 0 0 0 0 0
(Increase) /decrease in Accrued Overtime 0 80,926 0 0 0 0
(Increase) /decrease in Termination Allowance 0 0 0 0 0
(Increase) /decrease in Sales Tax Provision 0 (5,087) 0 0 0 0
(Increase) /decrease in Bad Debts Provision (10,000) 54,127 0 0 0 0
(Increase) /decrease in Commission 0 0 0 0 0
(Increase) /decrease in Audit Fees 0 0 0 0 0
Jamaica assets written off/written back 46,285 (46,285) 0 0 0 0
Increase/(decrease) in deferred tax income 59,455 424,981 0 0 0 0
(Increase)/decrease in deferred tax expense (400,301) 0 0 0 0 0
(Increase)/decrease in staff cost 10,000 (223,500) 0 0 0 0
(Increase)/decrease in income tax provision 181,372 (107,175) 0 0 0 0
Total impact of adjustments (113,189) 515,537 0 0 0 0
Tax impact of adjustments 0 0 0 0 0 0
Total of adjustments after tax impact (113,189) 515,537 0 0 0 0
Net profit, as restated 2,531,434 3,046,235 5,863,110 2,883,766 2,423,017 2,802,004
Profit and Loss account, beginning of the period3,404,487 5,910,921 8,932,156 14,745,266 17,554,032 19,902,049
Profits available for appropriation, as restated 5,935,921 8,957,156 14,795,266 17,629,032 19,977,049 22,704,053
Earnings per share 506.29 609.25 1,172.62 576.75 484.60 560.40
Book value per share 1,183.18 1,787.43 2,950.05 3,511.81 3,981.41 4,541.81

Note : The adjustments to restate accounts are necessary in order to account for certain amounts in the relevant yearsh&y \pkithin.

Of the above related profits, 25% of the profits concern Patni Computer Systems Limited for the period from November @ Ge2@8tber 8, 2002,

and 100% for the period subsequent to September 8, 2002.
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Statements of Profits, As Restated
(US$)
Year ended Year ended Year ended Year ended Year ended Nine months
December December December December DecemberEnded Sept.
31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Appropriations
Dividends
on Preference Shares 0 0 0 0 0 0
on Equity Shares 0 0 0 0 0 0
- Interim 0 0 0 0 0 0
- Final 25,000 25,000 50,000 75,000 75,000 0
Corporate dividend tax 0 0 0 0 0 0
Transfer to debenture redemption reserve 0 0 0 0 0 0
Transfer to general reserve 0 0 0 0 0 0
Transfer from investment allowance reserve 0 0 0 0 0 0
Balance carried forward, as restated 5,910,921 8,932,156 14,745,266 17,554,032 19,902,049 22,704,053

Business Activities and Significant Accounting Policies

Business Activities Patni Computer Systems, Inc., and its wholly-owned subsidiary provide consulting, software development
maintenance and data conversion services to a variety of industries and customers located in North America, primaritgih the Un
States. Effective January 1, 2003, the company changed its name to Patni Computer Systems, Inc.

In April of 2003, The Reference Inc. (“TRI") was acquired by Patni Computer Systems, Inc., through the purchase of 108% of TR
outstanding common and preferred stock. TRI's principal business activity is to provide consulting and information technoloc
services to a variety of clients in the financial services industry. The acquisition has been accounted for as a purchase ur
Statements of Financial Standards No. 141, “Business Combinations” (FAS 141) and, accordingly, the operating resultgof TRI h
been included in consolidated financial statements of Patni Computer Systems, Inc., since the date of acquisition.

Consolidation Policy The consolidated financial statements include the accounts of Patni Computer Systems, Inc. and its wholl
owned subsidiary, The Reference Inc. All significant intercompany accounts and transactions have been eliminated.

Accounting Estimates The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain reported amounts
disclosures. Material estimates that are particularly susceptible to change in the near term are the determinationvefftre reser
doubtful accounts, costs and earnings in excess of billings on uncompleted contracts and billings in excess of costsetedincomp
contracts. Actual results could differ from these estimates.

Revenue Recognition Revenues on long-term fixed price contracts are recognised on the percentage of completion method
accounting. Profits are recorded on the basis of management’s estimate of the percentage of completion, when progress reac
point where experience is sufficient to estimate final results with reasonable accuracy, measured by the percentage of man-da
service incurred to date to estimated total man-days of service for each contract. Since long-term contracts usually extead ove
than one reporting period, revisions in cost and profit estimates during the course of the work are reflected in the pecmehting

in which the facts that require the revision become known.

The asset, “Costs and estimated earnings in excess of billings” represents revenues recognised in excess of amounts bille
uncompleted contracts. The liability, “Billings in excess of costs and estimated earnings” represents billings in exesassf rev
recognized on uncompleted contracts.

Revenues from long-term service or maintenance contracts are recognised evenly over the course of the contract. When nece:
a liability is recognised to reflect the amount of billings in excess of revenue recognised.

Revenue from time and material contracts is recognised as the services are performed.
Cash and Cash Equivalents For purposes of balance sheet classification and reporting the statement of cash flows, Patt
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Patni Computer Systems Limited

Computer Systems, Inc., considers all highly-liquid deposits and investments with original maturities of three montlosbar less t
cash equivalents.

Accounts Receivable Accounts receivable are stated at gross value. An allowance for doubtful accounts is also reported on t
face of the balance sheet of Patni Computer Systems, Inc. The allowance is established via a provision for bad debts charge
operations. On a periodic basis, management evaluates its accounts receivable and establishes or adjusts its allowauooé to an a
that it believes will be adequate to absorb possible losses on accounts that may become uncollectible, based on euthkiations ¢
collectibility of individual accounts, the history of prior loss experience of Patni Computer Systems, Inc., and on curoemteco
conditions. Accounts are charged against the allowance when management believes that the collectibility of the speciiic accour
unlikely.

Property and Equipment Property and equipment are stated at cost. Expenditures for renewals and improvements that significan
extend the useful life of an asset are capitalised. Expenditures for maintenance and repairs are charged to income as incurred

The following is a summary of the depreciation periods which approximate the estimated useful lives of the property antt equipm:

Assets Estimated Useful Lives
Furniture, fixtures and equipment 3 - 8 years
Motor vehicles 5 years

Other Long-Term Assets Other long-term assets consist of security deposits and cash restrictions in connection with the rental
various office spaces throughout the United States.

Advertising Costs The cost of advertising is charged to expense as incurred.

Income Taxes- Patni Computer Systems, Inc., provides for deferred income taxes based on temporary differences between
financial statement amounts and the tax bases of assets and liabilities that will result in taxable or deductible aredutusan th
based on enacted tax laws and rates applicable to the periods in which the differences are expected to affect taxableatcme. V
allowances are established when necessary to reduce deferred tax assets to the amount expected to be realised. Incsene tax €
is the tax payable or refundable for the period plus or minus the change during the period in deferred tax assetsemd liabiliti

Intangible Assets Under Financial Accounting Standard 142, “Goodwill and Other Intangible Assets” (FAS 142), the excess of cos
over the fair value of net assets obtained in a business acquisition is no longer amortised to operations over a pesiod of ye
Instead, goodwill is required to be tested for impairment at least annually using a two-step process that begins witktithe estim
of the fair value of the related “reporting unit”, which is defined as an operation segment, and results in the measuhement of
amount of impairment by the allocation of the fair value to the identifiable assets of the reporting unit.

Reasons for RestatementThe adjustments to the audited amounts of revenue and certain expenses is necessary in order to acce
for amounts in the relevant years to which they pertain. Adjustments for these items prior to 1998 are reflected inifaioléoava
appropriations, as restated.

172




patmi

Annexure XlI: The Reference Inc.

G. T. Reilly & Company, Certified Public Accountants, Inc.
424 Adams Street

Milton,

MA 02186 - 4358

To the Board of Directors

Patni Computer Systems Limited
Akruti Softech Park

MIDC Cross Road, Road No. 21
Andheri (East)

Mumbai 400 093

Dear Sirs,

As required for the purpose of certification of statement of accounts to be incorporated in the Offer Document propsseedo be i
by Patni Computer Systems Limited in connection with the initial offer of Equity Shares, we state as follows:

1. The financial statements of The Reference Inc. (“TRI”) for the period January 1, 2003 to April 17, 2003 have been audited
Gerald T. Reilly & Company, Certified Public Accountants, Inc. The financial statements for the years ended December 31, 20(
2001 and 2000 have been audited by Ernst & Young, LLP, Certified Public Accountants. The financial statements for the ye
ended December 31, 1999 and 1998 have not been audited and, accordingly, the results presented were compiled b
management of TRI.

2. We confirm that the amounts included in the attached summary statements are as per the financial statements mentioned a
for the respective periods and no adjustments have been made thereto, as TRI was not a subsidiary of Patni Computer Sys
Inc. for the periods presented.

3. The summary of significant accounting policies adopted by TRI are enclosed.

On April 17, 2003, Patni Computer Systems, Inc. acquired 100% equity interest in TRI. Accordingly, the results of aiferations
TRI for the period from April 18, 2003 to June 30, 2003 have been consolidated in the accounts of Patni Computer Systems,

For and on behalf of
Gerald T. Reilly & Company
Certified Public Accountants, Inc.

Thomas J. O'Connor, CPA
Dated: September 19, 2003 Vice President
Place: Milton, Massachusetts, USA
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Statement of Assets and Liabilities (Parent Company format)

Fixed assets
Gross block
Less: Accumulated depreciation
Net block
Less: Revaluation reserve

Net block after adjustment for
revaluation reserve

Capital work-in-progress
Total
Investments
Current assets, loans and advances
Sundry debtors
Cash and bank balances
Loans and advances

Costs and estimated earnings in
excess of billings

Others
Deferred tax asset
Total
Liabilities and provisions
Secured loans
Current liabilities
Provisions
Deferred tax liability
Total
Net worth
Represented by
Share capital
Series A Preferred Stock
Reserves and surplus
- Export reserve
- Debenture redemption reserve

- General reserve

Patni Computer Systems Limited

- Profit and loss account, as restated 848,310

- Share premium
- Capital redemption reserve
Net worth

(Uss)
As at As at As at As at As at As at
December December December December December April 17,

31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 2003
33,713 266,343 1,144,006 2,024,473 2,058,917 2,065,655
28,378 75,939 356,909 944,215 1,398,960 1,477,505

5,335 190,404 787,097 1,080,257 659,957 588,150
0 0 0 0 0 0
5,335 190,404 787,097 1,080,257 659,957 588,150
0 0 0 0 0 0
5,335 190,404 787,097 1,080,257 659,957 588,150
0 0 0 0 0 0
526,404 1,417,830 2,215,688 950,776 432,867 424,258
584,158 467,044 1,478,344 4,876,523 4,535,660 3,055,322
2,000 114,979 1,054,211 872,001 1,107,717 603,118
0 199,283 168,121 0 0 199,451
0 0 0 0 0 844,130
0 0 0 4,624 60,972 158,000
1,112,562 2,199,136 4,916,364 6,703,924 6,137,216 5,284,279
0 0 0 0 0 0
268,587 758,555 1,592,613 3,717,907 3,099,995 2,578,300
0 0 37,400 137,390 198,322 0
0 0 459,450 111,984 0 0
268,587 758,555 2,089,463 3,967,281 3,298,317 2,578,300
849,310 1,630,985 3,613,998 3,816,900 3,498,856 3,294,129
1,000 1,000 263,001 385,497 484,268 317,442
0 0 2,942,255 3,194,775 3,380,355 3,380,355
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
1,629,985 408,742 236,628 (365,767) (403,668)
0 0 0 0 0 0
0 0 0 0 0 0
849,310 1,630,985 3,613,998 3,816,900 3,498,856 3,294,129

The accompanying notes are an integral part of these financial statements.
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Statement of Profits (Parent Company format)

Income
Sales and service income
Other income
Total income
Expenditure
Staff costs
Depreciation

Selling, general and
administration expenses

Interest
Total expenditure
Net profit before tax and adjustments
Provision for taxation
Net profit before adjustments
Adjustments
Net profit

Profit and Loss account, beginning of the period
Profits available for appropriation, end of period

Earnings per share
Book value per share
Appropriations
Dividends
on Preference Shares
on Equity Shares
- Interim
- Final
Corporate dividend tax

Stock split
Transfer to general reserve

Accretion of Series A
Preferred Stock

Balance carried forward

(US$)
Year ended Year ended Year ended Year ended Year ended 1.1.2003
December December December December December To
31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 17.4.2003
2,485,013 6,176,540 12,177,340 14,688,845 8,735,356 2,068,843
24,219 31,366 68,870 (17,778) (58,357) 8,536
2,509,232 6,207,906 12,246,210 14,671,067 8,676,999 2,077,379
2,067,364 3,614,067 8,422,656 9,772,288 6,772,989 1,386,775
7,358 47,561 280,970 627,105 454,745 78,545
294,418 1,164,603 2,652,138 4,067,036 2,097,714 846,293
94 — — 15,083 25,551 4,800
2,369,234 4,826,231 11,355,764 14,481,512 9,350,999 2,316,413
139,998 1,381,675 890,446 189,555 (674,000) (239,034)
— — 650,000 109,150 (257,185) (201,133)
139,998 1,381,675 240,446 80,405 (416,815) (37,901)
139,998 1,381,675 240,446 80,405 (416,815) (37,901)
848,312 848,310 1,629,985 408,742 236,628 (365,767)
988,310 2,229,985 1,870,431 489,147 (180,187) (403,668)
— — 0.02 (0.01) (0.07) (0.01)
— — 0.45 0.46 0.41 0.39
140,000 600,000 1,380,035 — — —
— — 79,000 — — —
— — 2,654 252,519 185,580 —
848,310 1,629,985 408,742 236,628 (365,767) 403,668

The accompanying notes are an integral part of these financial statements.
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Patni Computer Systems Limited

Business Activities and Significant Accounting Policies

The Reference Inc. was incorporated in the State of Massachusetts on January 12, 1994 for the purpose of developing, researc
testing, marketing and distributing computer software. TRI is primarily an information technology professional servicesrfigm se
a variety of clients in the financial services industry.

On April 17, 2003, all of the outstanding common and preferred shares of TRI were acquired by Patni Computer Systems, |
Accordingly, as of April 17, 2003, TRI became a wholly-owned subsidiary of Patni Computer Systems, Inc.

Accounting Estimates- The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts reported in the fine
statements and accompanying notes. Actual results could differ from those estimates.

Cash and Cash Equivalents Cash and cash equivalents primarily consist of cash deposits and liquid investments with origina
maturities of three months or less when purchased, and are stated at cost.

Revenue Recognitior- Revenues from professional services, primarily consulting and software development services, are recognis
as the related services are performed.

Property and Equipment Property and equipment is carried at cost less accumulated depreciation and amortisation. Depreciati
is computed using the straight-line method over the estimated useful lives of the assets (generally three to seven ghald). Leas
improvements are amortised over the life of the related lease, or the useful life of the respective asset, whicheveE ssistadeter
useful lives are as follows:

Assets Estimated Useful Years
Computer equipment 2 years
Furniture and office equipment 5years
Leasehold improvements 4.5 years

Income Taxes- TRI provides for deferred income taxes based on temporary differences between the financial amounts and the
bases of assets and liabilities that will result in taxable or deductible amounts in the future, based on enacted tavatesvs and
applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are established
necessary to reduce deferred tax assets to the amount expected to be realised. Income tax expense is the tax payblddar refund
the period plus or minus the change during the period in deferred tax assets and liabilities.

Accounts Receivable Accounts receivable are stated net of an allowance for doubtful accounts. The allowance is established \
a provision for bad debts charged to operations. On a periodic basis, management evaluates its accounts receivablbesd estatl
or adjusts its allowance to an amount that it believes will be adequate to absorb possible losses on accounts that may be
uncollectible, based on evaluations of the collectibility of individual accounts, TRI’s history of prior loss experiencewanehon
economic conditions. Accounts are charged against the allowance when management believes that the collectibility of the spe
account is unlikely.

Advertising Costs- The cost of advertising is expensed as incurred. Advertising expense for the period ended April 17, 2003
$6,148.
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Annexure XlII: Patni Computer Systems (U.K.) Ltd

The Board of Directors

Patni Computer Systems Limited,
Akruti Softech Park

MIDC Cross Road No. 21
Andheri East

Mumbai 400 093

Dear Sirs,

As required for the purpose of certification of statement of accounts to be incorporated in the offer document propsseédo be i
by Patni Computer Systems Ltd, in connection with the initial offer of Equity Shares, we state as follows:

1. We have audited the financial statements of Patni Computer Systems (UK) Ltd., a subsidiary of Patni Computer Systems Ltd.
the five financial years ending December 31, 2002 and the nine months to 30th September, 2003, being the last date up to w
the accounts have been made in those respective years.

2. We confirm that the figures included in the annexed statement of Profit and Loss Account for the five financial yeams ending
December 31, 2002 and the nine months to September 30, 2003 and the annexed statement of assets and liabilities as at tl
of the respective years, along with the significant accounting policies, are prepared from the audited financial statieenents of
Patni Computer Systems (UK) Ltd in accordance with UK GAAP. Further we confirm that:

the impact of changes in accounting policies adopted by the company has been disclosed with retrospective effect;

material amounts relating to adjustments for previous years have been identified and adjusted in arriving at the profits
the years to which they relate irrespective of the year in which the event triggering the profit or loss occurred,;

the impact of qualification in the auditors report, where applicable, has been adjusted; and
impact of extra-ordinary items has been disclosed separately in the annexed statements.

3. Appropriate adjustments and regroupings, which in our opinion were considered necessary, have been made.

WOOLFORD & CO. LLP.
Chartered Accountants
& Registered Auditors

Date: 3/11/03
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Patni Computer Systems Limited

Annexure A: Statement of profits, as restated (Parent Company Reporting Format)

(Pounds, except per share data)

Income

Sales and service income
Other income

Total income
Expenditure

Staff costs

Depreciation

Selling, general and
administration expenses

Interest
Total expenditure

Net profit before tax and
adjustments

Provision for taxation

Net profit/(loss) before
adjustments

Adjustments

Other adjustments
NIC Refund received
Legal Expenses

Software and Development

charges accrual
Salary

Revenue Recognition
(Difference between local

books and consolidated books)

Advances reclassified

Sales (GE Service credit
grossed up in sales)

Total impact of adjustments
Tax impact of adjustments

Total of adjustments after

tax impact

Net profit/(loss), as restated

Earning Per Share

Book Value

Year ended Year ended Year ended Year ended Year ended Year ended Nine months
December December December December December Decemberended Sept.
31, 1997 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
1,075,402 1,898,817 3,071,876 5,977,350 8,522,255 7,635,890 5,492,382
603 1,565 6,178 2,886 19,669 67,819 12,085
1,076,005 1,900,382 3,078,054 5,980,236 8,541,924 7,703,709 5,504,467
932,749 1,644,530 2,672,948 5,263,727 6,944,623 5,367,758 3,861,024
363 663 1,635 3,477 9,986 15,061 13,179
100,630 113,551 163,282 418,564 1,071,314 1,497,930 1,488,724
- - - - - - 188
1,033,742 1,758,744 2,837,865 5,685,768 8,025,923 6,880,749 5,363,115
42,263 141,638 240,189 294,468 516,001 822,960 141,352
(13,031) (29,782) (52,864) (81,768) (149,321) (232,592) 21,288
29,232 111,856 187,325 212,700 366,680 590,368 120,064
20,043 146,064 102,355 134,912 113,209 (524,052)
(53,500)
560 48,809 (2,295) (124,087) 77,013
(25,395) 25,395
(55,082) 88,146 200,813 (233,877)
(15,449) 15,449
20,258 (20,258)
20,603 139,791 162,811 237,033 (43,655) (572,743) (4,809)
(5,975) (40,539) (47,215) (68,740) 12,660 166,096 962
14,628 99,252 115,596 168,293 (30,995) (406,647) (3,847)
43,860 211,108 302,921 380,993 335,685 183,721 116,217
0.9 4.2 6.1 7.6 6.7 3.7 2.3
3.3 7.5 13.6 21.2 27.9 31.6 33.9

The above should be read with significant accounting policies and notes appearing in Annexure C

The profits and losses entirely concern the members of Patni Computer Systems Ltd., as Patni Computer Systems (UK) Limite

100% subsidiary.

178




pathi

Annexure B: Statement of assets and liabilities, as restated (Parent Company Format)

(Pounds, except per share data)

As at As at As at As at As at As at As at
December December December December December December September
31, 1997 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Fixed assets
Gross block 1,450 2,650 5,419 34,550 49,717 73,162 272,653
Less: Accumulated depreciation 725 1,388 2,744 6,221 16,207 31,268 52.577
Net block 725 1,262 2,675 28,329 33,510 41,894 220,076
Sub-Total — Fixed assets 725 1,262 2,675 28,329 33,510 41,894 220,076
Investments - - - - - -
Current assets, loans and advances
Sundry debtors 251,035 293,267 892,205 2,790,689 2,336,500 2,764,339 3,431,313
Cash and bank balances 135,969 596,551 403,025 896,381 1,178,890 1,519,884 552,041
Prepayments & Accrued Income 62,398 176,861 280,807 410,843 604,063 52,907 121,286
Costs and estimated earnings in
excess of billings - (55,082) 51,025 277,284 60,018 285,566 95,747
Deferred tax asset - - - - - 14,121 15,086
Total assets 450,127 1,012,859 1,629,737 4,403,526 4,212,981 4,678,711 4,435,549
Liabilities and provisions
Secured loans
Current liabilities 3,614 (49,323) 820,922 3,064,349 2,103,992 2,162,584 1,691,330
Provisions 272,876 636,898 33,395 114,024 560,811 936,203 1,048,078
Deferred tax liability 8,141 48,680 95,895 164,635 151,975 - -
Total liabilities 284,631 636,255 950,212 3,343,008 2,816,778 3,098,787 2,739,408
Net worth 165,496 376,604 679,525 1,060,518 1,396,203 1,579,924 1,696,141
Represented by
Share capital 50,000 50,000 50,000 50,000 50,000 50,000 50,000

Reserves and surplus
- Export reserve
- Debenture redemption reserve
- General reserve

- Profit and loss account,
as restated 115,496 326,604 629,525 1,010,518 1,346,203 1,529,924 1,646,141

- Share premium

- Capital redemption reserve

Net worth 165,496 376,604 679,525 1,060,518 1,396,203 1,579,924 1,696,141
The above should be read with significant accounting policies and notes appearing in Annexure C
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Patni Computer Systems Limited

Annexure C

Significant Accounting policies

Basis of accounting

The financial statements have been prepared under the historical cost convention.
Cash flow statement

The directors have taken advantage of the exemption in Financial Reporting Standard No. 1 (revised) from including a cash fl
statement in the financial statements on the grounds that the company is wholly owned and its parent publishes a casdolidated
flow statement.

Turnover

The company derives its revenues primarily from software services. Revenue with respect to time-and-material contraised recog
as related costs are incurred. Revenue with respect to fixed-price contracts is recognised on a percentage of completion &
measured by the percentage of costs incurred to date to estimated total costs for each contract.

Depreciation

Depreciation is calculated so as to write off the cost of an asset, less its estimated residual value, over the useflifeobtitahic
asset as follows:

Computer Equipment - 25% straight line
Motor Vehicles - 25% straight line
Foreign currencies

Assets and liabilities in foreign currencies are translated into Pounds at the rates of exchange ruling at the balartee sheet |
Transactions in foreign currencies are translated into sterling at the rate of exchange ruling at the date of the tEatsetps.
differences are taken into account in arriving at the operating profit.

Reasons for Restatement

1. In 2002 the company received refund of NIC paid on behalf of the employees. This NIC refund pertains to years pridheo 2002.
impact of refund is given in the years to which it pertains. Refund pertaining to years prior to 1997 is reflected imi Retai
earnings.

2. Provision for legal expenses for an employee case is made on conservative basis.

The adjustment to the audited amounts for Revenue recognition, accrual of Software and Development charges and o
miscellaneous expenses is necessitated on account of amounts accounted in years to which it pertains.

4. The amount shown as advances in books is reflected as reduction in travel cost, as the same was recoverable from emplo
5. Service credit provision pertaining to 2002 was made in 2003 in the books, hence restated.
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Annnexure XIV: Patni Computer Systems GmbH

Prof. Dr. Binder, Dr. Hillebrecht & Partner GmbH
Wirtschaftsprifungsgesellschaft — Steuerberatungsgesellschaft
Breitwiesenstrasbe 19

D-70565 Stuttgart

To

Board of Directors

Patni Computer Systems Limited

Akruti Softech Park

MIDC Cross Road No. 21

Andheri East

Mumbai 400 093

Stuttgart, 3.11.2003
Dear Sirs,

As required for the purpose of certification of statement of accounts to be incorporated in the offer document propsseeédo be i
by Patni Computer Systems Ltd., in connection with the initial offer of Equity Shares, we state as follows:

1. We have audited the financial statements of Patni Computer Systems GmbH, Stuttgart, Germany, a subsidiary of Patni Comg
Systems Ltd., for the three financial years ending December 31, 2002 and the period from January 1 to September 30, 2003, &
the last date up to which the accounts have been made in those respective years.

2. We certify that the figures included in the annexed statement of Profit and Loss Account for the three financial years ending
December 31, 2002 and the period from January 1 to September 30, 2003 and the annexed statement of assets and liabilitie:
the end of the respective years, along with the significant accounting policies, are prepared from the audited finareitd statem
of Patni Computer Systems GmbH in accordance with the provisions of the third book of the German Commercial Code (HG
and the Limited Liability Companies Law (GmbHG). Further we confirm that:

e the impact of changes in accounting policies adopted by the company has been disclosed with retrospective effect;

e material amounts relating to adjustments for previous years have been identified and adjusted in arriving at the profits
the years to which they relate irrespective of the year in which the event triggering the profit or loss occurred;

e the impact of qualification in the auditors report, where applicable has been adjusted; and
e impact of extra-ordinary items has been disclosed separately in the annexed statements.
3. Appropriate adjustments and regroupings, which in our opinion were considered necessary, have been made.

Your’s sincerely
Andreas Beuttler
Albrecht Bacher
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Annexure 1

Statement of Profits, as Restated (Parent Company Reporting format)

Income

Sales and service income

Other income

Total income

Expenditure

Staff costs

Depreciation

Selling, general and administration expenses
Interest

Total expenditure

Net profit/(loss) before tax and adjustments
Provision for taxation

Net profit/(loss) before adjustments
Adjustments

Other adjustments

Revenue Recognition on Sales

Accrual of Software development charges ()
Reversal of Revenue recognition

Total impact of adjustments

Tax impact of adjustments

Total of adjustments after tax impact

Net Profit/(loss) as restated

Earning Per Share

Book Value

Year ended
December 31,

Year ended

2000 2001

- 991,539

; 6,881

- 998,420
(24,321) (989,033)
(107) (1,279)
(28,153) (103,551)
(52,581) (1,093,863)
(52,581) (95,443)
(52,581) (95,443)
. (40,909)

- (46,997)
- 18,799
- (28,198)
(52,581) (123,641)
(52,581) (123,641)
97,419 (26,222)

December 31,

Patni Computer Systems Limited

(Euro, except per share data)

Year ended
December 31,

Nine months
ended September

2002 30, 2003
2,363,672 1,884,327
24,194 39,214
2,387,866 1,923,541
(2,061,587) (1,805,582)
(2,080) (1,559)
(201,072) 247,537

(68) -
(2,264,807) 2,054,678
123,059 (131,137)
123,059 (131,137)
(6,088) (70,762)
40,909 -
6,088 70,762
(23,765) 70,762
9,506 (28,305)
(14,259) 42,457
108,800 (88,680)
108,800 (88,680)
82,578 (6,102)

(1) The figures for the years 2000 and 2001 were originally prepared in Deutsche Marks but for comparison purposes they aneEivowfor all

three years in this statement.

The profits and losses entirely concerns the members of Patni Computer Systems Ltd., as Patni Computer Systems GmbH s&lia@p% sub
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Annexure 2

Statement of Assets and Liabilities, as Restated (Parent Company format)

Year ended

December 31,

2000

Fixed assets
Net block
Total
Investments -
Current assets, loans and advances
Sundry debtors -
Cash and bank balances 149,969
Other Assets 2,288
Deferred charges and Prepaid expenses 3,651
Costs and estimated earnings in excess of billings -
Deferred tax asset -
Total 155,908
Liabilities and provisions
Secured loans
Current liabilities 56,096
Provisions 2,393
Deferred tax liability
Total 58,489
Networth 97,419
Represented by
Share capital 150,000
Reserves and surplus

- Export reserve

- Debenture redemption reserve

- General reserve

- Profit and loss account, as restated (52,581)

- Share premium

- Capital redemption reserve
Networth 97,419

Year ended
December 31,

2001

2,979
2,979

199,297
342,643
2,959
2,493
(6,088)
18,799
563,082

552,005
37,299

589,304
(26,222)

150,000

(176,222)

(26,222)

(Euro, except per share data)

Year ended
December 31,

Nine months
ended September

2002 30, 2003
3,096 1,537
3,096 1,537

765,317 1,026,972
1,344,627 360,584
3,610 27,108
3,002 328
(70,762) 18,905
28,305 -
2,077,195 1,435,434
1,930,764 1,332,191
63,853 109,345
1,994,617 1,441,536
82,578 (6,102)
150,000 150,000
(67,422) (156,102)
82,578 (6,102)

The above should be read with significant accounting policies and notes appearing in Annexure 3

(1) The figures for the years 2000 and 2001 were originally prepared in Deutsche Marks but for comparison purposes they aneEshrowfor all

three years in this statement.
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Patni Computer Systems Limited

Annexure 3
General disclosures

Patni Computer Systems GmbH, Stuttgart, Germany is a small corporation as defined by sec. 267 (2) HGB. The Company did not n
use of the exemptions granted in accordance with sec. 276 HGB when preparing the income statement.

The annual financial statements of Patni Computer Systems GmbH, Stuttgart, Germany, for the abbreviated fiscal yearsyfrom Jan
1, 2000 to December 31, 2002 and the period from January 1 to September 30, 2003 were prepared in accordance withghe provi
of the third book of the German Commercial Code (HGB) and the Limited Liability Companies Law (GmbHG).

The income statement was prepared using the cost summary method.
Accounting and valuation principles

Property, plant and equipment are valued at acquisition or manufacturing cost, less scheduled depreciation. Scheduled depreci
is calculated using the straight-line method based on the tax-allowance depreciation rates.

Low value assets with an acquisition cost of up to EUR 410.00 are fully expensed in the year of acquisition and trediedsas addi
and disposals.

Receivables and other assets are stated at nominal value. Specific allowances are recorded for individual trade receadbles de
uncollectible. A general allowance for doubtful accounts not covered by specific allowances is recorded in recognition of tl
general credit risk.

Other accruals are created on the basis of prudent commercial judgement to cover all potential losses from pending &nadsaction
contingent liabilities as at the balance sheet date.

Liabilities are accounted for at their repayment amount.
Principles of currency translation

Foreign currency receivables and liabilities are translated at the bid price or offer price respectively prevailing orihtée date
originated or at the less favourable exchange rate at the balance sheet date.

Reasons for Restatement

The adjustment to the audited amounts for Revenue recognition, accrual of Software and Development charges, is hecessitat
account of amounts accounted in years to which it pertains.
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(Currency: in thousands of Indian Rupees except share data)

Summary of debtors
As at March December December December December December September
31, 1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Debts outstanding for a period
exceeding six months
- considered good 1,500 18,574 14,082 39,793 5,809 29,105 19,777
- considered doubtful - - 606 5,867 22,706 20,642 22,154
1,500 18,574 14,688 45,660 28,515 49,747 41,931
Other debts
- considered good 458,066 485,795 639,270 993,297 1,803,798 2,342,364 2,630,929
- considered doubtful - - - 601 - - -
458,066 485,795 639,270 993,898 1,803,798 2,342,364 2,630,929
Less: Provision for doubtful debts - - 606 6,468 22,706 20,642 22,154
Total 459,566 504,369 653,352 1,033,090 1,809,607 2,371,469 2,650,706

The above includes the following debts due from promoter group

As at March December December December December December September
31, 1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

Patni Computer Systems, Inc.
(Refer note 3 below)

- Debts outstanding for a period

exceeding six months - - - 6,771 -

- Other debts 372,510 401,278 554,558 772,523 1,599,74%Refer Note 3 Refer Note 3
Total debts due from promoter

group 372,510 401,278 554,558 779,294 1,599,745

Note:

(1) The above amounts are as per the Statements of assets and liabilities of the Company, as restated.
(2) For definition of promoter group refer Annexure VI
(3) Patni Computer Systems, Inc became a subsidiary in the year 2002.

Summary of loans and advances

As at March December December December December December September
31,1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003

Advances recoverable in cash or

in kind or for value to be received 18,772 29,132 24,981 24,218 26,757 33,062 73,891
Advance payments of income-tax 1,303 1,920 2,628 - 307 - -
Security / Other deposits 22,023 117,027 47,455 64,470 115,604 77,453 84,662
Others 5,483 5,442 5,881 6,136 10,604 6,556 4,456
47,581 153,521 80,945 94,824 153,272 117,071 163,009
Less: Provision for doubtful loans
and advances - - - 688 2,199 2,021 1,217
Total 47,581 153,521 80,945 94,136 151,073 151050 161,792

The above includes the following
loans and advances to the promoter group

Advances recoverable in cash or in

kind or for value to be received 11,495 13,865 10,329 11,321 1,530 - 154
Security / Other Deposits 1,149 4,149 35,673 48,781 62,630 12,973 12,973
Total 12,644 18,014 46,002 60,102 64,160 12,973 13,127
Note:

(1) The above amounts are as per the Statement of assets and liabilities of the Company, as restated
(2) For definition of Promoter group refer Annexure VI.
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Patni Computer Systems Limited
(Currency: in thousands of Indian Rupees except share data)

Summary of contingent liabilities

As at March December December December December December September
31, 1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Bank Guarantees 5,643 6,088 10,228 18,538 8,719 10,223 11,384
Corporate guarantee (for PCS Industries Ltd) 150,000 150,000 200,000 200,000 150,000 150,000 150,000
Letters of credit - 1,981 17,864 5,606 2,893 8,562 -

Estimated amount of contracts remaining
to be executed on capital account and not
provided for (net of advances) 31,476 58,467 11,883 24,098 29,308 77,223 73,871

Total 187,119 216,536 239,975 248,242 190,920 246,008 235,255

The above amounts have been compiled from the audited financial statements of the Company for the respective periods.

Summary of Investments

As at March December December December December December September
31, 1998 31, 1998 31, 1999 31, 2000 31, 2001 31, 2002 30, 2003
Subsidiaries/ associates 96,377 96,377 2,409 488,940 488,940 1,981,084 1,981,084
Units of Mutual funds 9,274 129,274 439,545 172,438 33,465 1,666,879 2,367,889
Equity shares 45 45 - - - - -
Debentures 25 25 - - - - -
Others 9 9 - - - - -
105,730 225,730 441,954 661,378 522,405 3,647,963 4,348,973
Provision for decline in carrying
value of investments - - - (16) (2,861) (2,861) (4,769)
Total 105,730 225,730 441,954 661,362 519,544 3,645,102 4,344,204
Aggregate book value of quoted investments 73,313 223,313 439,545 172,422 30,6041,664,018 2,363,120
Aggregate market value of quoted investments 54,287 234,335 545,830 176,875 23,2301,695,316 2,378,859
Aggregate book value of unquoted investments 32,417 2,417 2,409 488,940 488,940 1,981,084 1,981,084
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Summary of significant transactions with related parties (as defined by Accounting Standard 18 “Related Parties” issued by the
Institute of Chartered Accountants of India)

Names of related parties and nature of relationship is summarized below:

Sr. No. Category of related parties
1 Subsidiaries
2 Associates
3 Key management personnel
4 Parties with substantial interest
5 Others

(Currency: in thousands of Indian Rupees except share data)

Names

1) Patni Computer Systems (UK) Ltd.

2) Patni Computer Systems GmbH

3) Patni Computer Systems, Inc. (became a subsidiary in 2002)
4) The Reference Inc. (became a subsidiary in April 2003)
1) PCS Industries Ltd.

2) Ashoka Computer Systems Private Ltd.

3) PCS Cullinet Private Ltd.

4) PCS Finance Ltd.

5) PCS International Ltd.

6) Ravi & Ashok Enterprises

7) iSolutions Inc.

8) Patni Computer Systems, Inc. (Associate until 2001)
9) Business Systems

10) Maganmal Nemichand

11) Raay Software Private Limited

12) Raay Global Investment Private Limited

1) Mr. N. K. Patni

2) Mr. A. K. Patni

3) Mr. G. K. Patni

4) Mr. S. M. Patni

1) General Atlantic Mauritius Limited (‘GA)

2) Members of the Patni family and their relatives

1) Ravindra Patni Family Trust
2) NKP Qualified Annuity Trust

Nature of the transaction Subsidiaries  Associates Key Parties with Others Total

management  substantial

personnel interest

Transactions during the nine months
ended September 30, 2003
Sales and Service income 3,352,023 - - - - 3,352,023
Reimbursement of expenses by subsidiaries/associates 105,289 154 - - - 105,443
Remuneration - - 17,622 - - 17,622
Professional Fees 6,988 - - - - 6,988
Donations - - - - 2,500 2,500
Rent and other expenses paid 9,024 - 145 - 9,169
Amounts incurred by subsidiary on behalf of the
Company 228,155 - - - - 228,155
Balances as at September 30, 2003 - - - - - -
Debtors 2,469,513 - - - - 2,469,513
Amounts recoverable - 154 - - - 154
Cost and estimated earnings in excess of billings 30,704 - - - - 30,704
Investments 1,981,084 - - - - 1,981,084
Other liabilities 363,190 - - - - 363,190
Remuneration payable to the directors - 1,389 1,389
Security deposits - 9,973 - 3,000 - 12,973
Provision for pension benefits - - 58,501 - - 58,501
Guarantees given - 150,000 - - - 150,000
Transactions during the year ended December 31, 2002
Buyback of shares - - - 339,528 - 339,528
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Patni Computer Systems Limited

(Currency: in thousands of Indian Rupees except share data)

Summary of significant transactions with related parties (as defined by Accounting Standard 18 “Related Parties” issued by the
Institute of Chartered Accountants of India)(continued)

Nature of the transaction Subsidiaries Associates Key Parties with Others Total

management  substantial

personnel interest

Sales and service income 4,065,225 - - - - 4,065,225
Reimbursement of expenses by subsidiaries 129,599 - - - - 129,599
Rent received - 288 - - - 288
Interest income - 5,876 - - - 5,876
Professional fees paid 9,707 - - - - 9,707
Remuneration - - 36,485 - - 36,485
Donation - - - - 2,500 2,500
Inter corporate deposits returned to the Company
including accrued interest thereon - 49,657 - - - 49,657
Advance returned to the Company during the year - 1,530 - - - 1,530
Amounts incurred by subsidiary on behalf of the Company113,565 - - - - 113,565
Purchase of shares in Patni Computer Systems, Inc. - 500,962 373,633 617,549 1,492,144
Rent and other expenses - 13,755 - 192 - 13,947
Dividend - 8,151 9,602 18,882 - 36,635
Balances at December 31, 2002 - - - - - -
Investments 1,981,084 - - - - 1,981,084
Debtors 2,212,229 - - - - 2,212,229
Security deposits - 9,973 - 3,000 - 12,973
Other liabilities 139,977 - - - - 139,977
Proposed dividend - 8,151 9,602 18,882 - 36,635
Provision for pension benefits - - 56,234 - - 56,234
Guarantees given - 150,000 - - - 150,000
Transactions during the year ended December 31, 2001
Rent received - 319 - - - 319
Interest income - 4,739 - - - 4,739
Dividend income - 891 - - - 891
Sales and Service income 313,801 2,601,399 - - - 2,915,200
Reimbursement of Expenses by Subsidiaries / Associates 19,027 93,038 - - - 112,065
Rent and other expenses - 11,644 - 192 - 11,836
Remuneration - - 20,750 - - 20,750
Professional fees - 9,496 - - - 9,496
Donation - - - - 2,500 2,500
Loans given - 10,000 - - - 10,000
Advances returned to the Company - 9,791 - - - 9,791
Amounts incurred by associate on behalf of the Company - 23,855 23,855
Dividend - 9,000 4,439 20,311 - 33,750
Balances at December 31, 2001
Debtors 143,536 1,599,745 - - - 1,743,281
Cost and Estimated earnings in excess of Billings 19,883 129,365 - - - 149,248
Billings in excess of cost and estimated earnings 643 2,016 - - - 2,659
Advances recoverable in cash or kind or for value
to be received - 1,530 - - - 1,530
Inter corporate deposits including accrued interest thereon - 49,657 - - - 49,657
Security deposits - 9,973 - 3,000 - 12,973
Other Liabilities - 26,441 - - - 26,441
Investments 8,485 480,455 - - - 488,940
Provision for pension benefits - - 38,700 - - 38,700
Guarantees given - 150,000 - - - 150,000
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Summary of significant transactions with related parties (as defined by Accounting Standard 18 “Related Parties” issued by the
Institute of Chartered Accountants of India)(continued)

(Currency: in thousands of Indian Rupees except share data)

Nature of the transaction Subsidiaries  Associates Key Parties with Others Total
management  substantial
personnel interest

Transactions during the year ended
December 31, 2000

Purchase of assets - 9,713 - - - 9,713
Sale/return of assets - 1,452 - - - 1,452
Rent received - 248 - - - 248
Interest income - 3,920 - - - 3,920
Sales and service income 196,947 1,402,835 - - - 1,599,782
Reimbursement of expenses by Subsidiaries / Associates 25,785 101,434 - - - 127,219
Rent and other expenses - 6,341 - 192 - 6,533
Salary - - - 126 - 126
Remuneration - - 30,759 - - 30,759
Donation paid - - - - 2,500 2,500
Advances given - 1,007 - - - 1,007
Advance returned to the Company - 15 - - - 15
Security deposits given - 9,973 - - - 9,973
Investment in subsidiary 6,076 - - - - 6,076
Purchase of shares in Patni Computer Systems, Inc. - - 143,752 120,690 216,013 480,455
Dividend - 2,250 1,110 5,078 - 8,438
Balances as at December 31, 2000

Debtors 166,818 779,294 - - - 946,112
Cost and Estimated earnings in excess of Billings 5,636 14,162 - - - 19,798
Billings in excess of cost and estimated earnings 283 2,090 - - - 2,373
Advances recoverable in cash or kind or for value

to be received - 11,321 - - - 11,321
Inter corporate deposits including accrued interest thereon - 35,808 - - - 35,808
Security deposits - 9,973 - 3,000 - 12,973
Sundry creditors - 3,865 - - - 3,865
Other liabilities - 536 - - - 536
Investments 8,485 480,455 - - - 488,940
Proposed dividend - 2,250 1,110 5,078 - 8,438
Provision for pension benefits - - 35,084 - - 35,084
Guarantees given - 200,000 - - - 200,000
Transactions during the year ended December 31, 1999

Purchase of assets - 2,209 - - - 2,209
Rent received - 75 - - - 75
Sales and service income 105,647 1,133,410 - - - 1,239,057
Reimbursement of Expenses by Subsidiaries / Associates 6,410 62,381 - - - 68,791
Interest income - 2,910 - - - 2,910
Rent and other expenses - 1,980 159 393 - 2,532
Remuneration - - 12,488 - - 12,488
Commission - - 2,000 - - 2,000
Donation - - - - 2,500 2,500
Advances returned - 3,551 - - - 3,551
Advances given - 15 - - - 15
Security deposits refunded - 500 - 649 - 1,149
Inter corporate deposits given - 75,000 - - - 75,000
Inter corporate deposits refunded - 45,000 - - - 45,000
Transfer to General Reserve as per scheme of

reconstruction (Refer note below) - 135,879 - - - 135,879
Dividend - - 44,694 135,306 - 180,000
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Patni Computer Systems Limited

(Currency: in thousands of Indian Rupees except share data)

Summary of significant transactions with related parties (as defined by Accounting Standard 18 “Related Parties” issued by the
Institute of Chartered Accountants of India) (continued)

Nature of the transaction Subsidiaries Associates Key Parties with Others Total
management  substantial
personnel interest

Balances at December 31, 1999

Debtors 41,731 554,558 - - - 596,289
Cost and estimated earnings in excess of Billings - 3,253 - - - 3,253
Billings in excess of cost and estimated earnings 3,301 3,499 - - - 6,800
Advances recoverable in cash or kind or for value

to be received - 10,329 - - - 10,329
Inter corporate deposits including accrued interest

thereon - 32,673 - - - 32,673
Security deposits - - 3,000 - - 3,000
Sundry creditors - 679 - - - 679
Other liabilities - 3,213 - - - 3,213
Investments 2,409 - - - - 2,409
Proposed dividend - - 22,347 67,653 - 90,000
Provision for pension benefits - - 24,984 - - 24,984
Guarantees given - 200,000 - - - 200,000
Note:

In 1999, the Company hived off certain non-core business assets i.e. property and investment to three associate compuéméesirejtéhe requisite
approvals from the High Court of Mumbai. The net carrying value of these buildings and investments aggregating Rs.135{8@dremshe
associate companies, was transferred to general reserve account in the balance sheet.
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Summary of significant transactions with related parties (as defined by Accounting Standard 18 “Related Parties” issued by the
Institute of Chartered Accountants of India) (continued)

Nature of the transaction Subsidiaries  Associates Key Parties with Others Total

management  substantial

personnel interest

Transactions during the period ended
December 31, 1998
Purchase of assets - 1,946 - - - 1,946
Rent received - 232 - - 232
Sales and service income 50,606 737,652 - - 788,258
Reimbursement of expenses by Subsidiaries / Associates 3,086 34,871 - - - 37,957
Training expenses 382 382
Remuneration - - 13,343 - - 13,343
Commission - - 2,000 - - 2,000
Rent and other expenses - 431 159 830 - 1,420
Dividend income - 1,336 - - - 1,336
Donation - - - - 2,500 2,500
Advances given - 2,370 - - - 2,370
Security deposits given - - 3,000 - - 3,000
Dividend - - 11,174 33,826 - 45,000
Balances at December 31, 1998
Debtors 30,636 401,278 - - - 431,914
Cost and Estimated earnings in excess of Billings 469 11,521 - - - 11,990
Billings in excess of cost and estimated earnings 3,908 9,696 - - - 13,604
Advances recoverable in cash or kind or for value
to be received - 13,865 - - - 13,865
Security deposits - 500 3,000 649 - 4,149
Sundry Creditors - 165 - - 165
Other Liabilities - 536 - - - 536
Investments 2,409 93,968 - - - 96,377
Proposed dividend - - 11,174 33,826 - 45,000
Provision for Pension benefits - - 23,522 - - 23,522
Guarantees given - 150,000 - - - 150,000
Transactions during the year ended March 31, 1998
Purchase of assets - 762 - - 762
Rent received - 354 - - 354
Sales and service income 25,638 635,615 - - - 661,253
Reimbursement of Expenses by Subsidiaries / Associates 6,410 61,861 - - - 68,271
Training expenses - - 1,910 1,910
Remuneration - - 12,323 - - 12,323
Commission - - 2,000 - - 2,000
Donation - - - - 1,000 1,000
Rent and other expenses - 180 1,022 - 1,202
Dividend income - 1,336 - - - 1,336
Loss on forfeiture of warrants in associates - 4,120 - - - 4,120
Investment in warrants of associates - 30,000 - - - 30,000
Refund of security deposits - - 3,000 - 3,000
Advances given - 11,495 - - - 11,495
Dividend - - 4,842 14,658 - 19,500
Balances at March 31, 1998 - - - - - -
Debtors 9,292 372,510 - - - 381,802
Cost and estimated earnings in excess of billings 786 7,250 - - - 8,036
Billings in excess of cost and estimated earnings - 23,109 - - - 23,109
Advances recoverable in cash or kind or for value
to be received - 11,495 - - - 11,495
Security deposits - 500 649 - 1,149
Other liabilities - 536 - - - 536
Investments 2,409 93,968 - - - 96,377
Proposed dividend - - 3,724 11,276 - 15,000
Provision for Pension benefits - - 22,444 - - 22,444
Guarantees given - 150,000 - - - 150,000




Patni Computer Systems Limited

CONSOLIDATED FINANCIAL STATEMENTS UNDER INDIAN GAAP (AUDITED)

Bharat S Raut & Co.
Chartered Accountants
KPMG House

Kamala Mills Compound
448, Senapati Bapat Marg
Lower Parel,

Mumbai 400 013

Auditor’'s Report

To The Board of Directors

Patni Computer Systems Limited
Akruti Softech Park

MIDC Cross Road No. 21
Andheri East

Mumbai 400 093

We have audited the attached Consolidated Balance sheet of Patni Computer Systems Limited (“Patni” or “the Company” or *
Parent Company”) and its subsidiaries (as per the list appearing in Note 2.2 to the consolidated financial statemeivsly[collect
referred to as the “Patni Group” or “the Group”] as at September 30, 2003, the Consolidated Profit and loss account and
Consolidated Cash flow statement for the nine months ended on that date annexed thereto. The audit was conducted in accort
with the terms of engagement as specified by the Board of Directors of the Parent Company.

These financial statements are the responsibility of the Company’s management. Our responsibility is to express antmgsrion on t
financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing stamaards in i
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the finansial statel
are free of material misstatement. An audit includes, examining on a test basis, evidence supporting the amounts arsdmlisclosur
the financial statements. An audit also includes assessing the accounting principles used and significant estimates mad
management, as well as evaluating the overall financial statement presentation. We believe that our audit provide ao@&sisonable
for our opinion.

We report that the consolidated financial statements have been prepared by the Company’s management in accordance wit
requirements of Accounting Standard 21 - ‘Consolidated Financial Statements’ issued by the Institute of Chartered Ac€ountant:
India ('ICAI’).

In our opinion and on the basis of information and explanation given to us, the consolidated financial statements gifaitrue a
view in conformity with the accounting principles generally accepted in India:

) inthe case of the Consolidated Balance sheet, of the state of affairs of the Patni Group as at September 30, 2003;
i) in the case of the Consolidated Profit and loss account, of the profit for the nine months ended September 30, 2003; and
i) in the case of the Consolidated Cash flow statement, of the cash flows for the nine months ended September 30, 2003.

For Bharat S Raut & Co.
Chartered Accountants

Russell | Parera

Mumbai Partner
November 6, 2003 Membership No: 42190
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Consolidated Balance Sheet as at September 30, 2003

(Currency in thousands of Indian Rupees except share data)

Note September 30, 2003 December 31, 2002
SOURCES OF FUNDS T
Shareholders’ funds
Share capital 3 222,842 148,561
Reserves and surplus 4 8,273,926 6,952,197
8,496,768 7,100,758
Loan funds - -
Secured loans 5 22,400 19,697
Deferred tax liability, net 18 31,302 -
78,550,470 77,120,455
APPLICATION OF FUNDS
Goodwill 19 1,398,941 1,263,767
Fixed assets
Gross block 6 3,053,284 2,530,431
Less: Accumulated depreciation 1,244,095 882,959
Net block 1,809,189 1,647,472
Capital work-in-progress T,sse TlSO
1,889,575 1,676,622
Investments 7 mo MB
Deferred tax asset, net 18 190,942 -
Current assets, loans and advances
Sundry debtors 8 2,493,410 2,216,763
Cash and bank balances 9 1,297,369 1,573,835
Costs and estimated earnings in excess of billings 438,500 160,270
Loans and advances 10 311,563 165,961
4,540,842 4,116,829
Less: Current liabilities and provisions - -
Current liabilities 11 1,176,367 885,290
Provisions 12 656,583 715,491
1,832,950 1,600,781
Net current assets mz WS
78,550,470 77,120,455

The accompanying notes form an integral part of this consolidated balance sheet.
As per attached report of even date.

ForBharat S Raut & Co.

Chartered Accountants ForPatni Computer Systems Limited and its subsidiaries

Russell | Parera

Partner N K Patni G K Patni

Membership No: 42190 Chairman Executive Director
Abhay Havaldar
Director

Mumbai Arun Kanakal

November 6, 2003 Company Secretary
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Patni Computer Systems Limited

(Currency in thousands of Indian Rupees except share data)

Consolidated Profit and Loss Account for the nine months ended September 30, 2003

Note Nine months ended Year ended
September 30, 2003 December 31, 2002

Income
Sales and service income 8,438,556 6,256,155
Other income 14 105,934 68,502
78,544,490 76,324,657
Expenditure
Personnel costs 15 4,967,024 3,030,201
Selling, general and administration costs 16 1,744,951 993,901
Depreciation 6 314,507 305,391
Less: Transfer from revaluation reserve 4 61 81
Interest costs 17 972 19,256
7,027,393 74,348,668
Profit for the period/year before taxation 1,517,097 1,975,989
Provision for taxation 18 274,760 339,827
Prior period tax adjustment 18 28,304 -
Profit for the period/year after taxation 1,214,033 1,636,162
Profit and loss account, brought forward 3,679,087 2,214,157
Equity in earning of affiliate 19 - 45,800
Add : Adjustment on account of deferred tax asset as at 1 January 2003 2.11 203,763 -
Amount available for appropriation 5,096,883 73,896,119
Proposed dividend on equity shares - 39,111
Dividend on preference shares - 7,952
Dividend on equity shares of subsidiary 2,702 -
Dividend tax - 5,822
Transfer to general reserve - 164,147
Profit and loss account, carried forward M1 m7
Basic and diluted earning per share 22 10.87 16.43

(Rs. per equity share of Rs.2 each)

The accompanying notes form an integral part of this consolidated profit and loss account.
As per attached report of even date.

ForBharat S Raut & Co.

Chartered Accountants ForPatni Computer Systems Limited and its subsidiaries

Russell | Parera

Partner N K Patni G K Patni

Membership No: 42190 Chairman Executive Director
Abhay Havaldar
Director

Mumbai Arun Kanakal

November 6, 2003 Company Secretary
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(Currency in thousands of Indian Rupees except share data)

Consolidated Cash Flow Statement for the nine months ended September 30, 2003

Nine months ended Year ended
September 30, 2003 December 31, 2002
Cash flows from operating activities
Profit before taxation 1,517,097 1,975,989
Adjustments:
Depreciation 314,446 305,310
Loss / (profit) on sale of fixed assets, net 290 (195)
Profit on sale of investments, net (52,963) (18,961)
Provision for decline in the fair value of investment 4,769 -
Dividend income (37,000) (6,392)
Interest income (9,466) (12,471)
Interest expense 972 19,256
Incentive on investment - (194)
Preliminary expenses written off - 4,579
Provision for doubtful debts and advances 19,523 24,748
Unrealised foreign exchange (gain)/loss (4,381) 412
Operating cash flows before working capital changes 1,753,287 2,292,081
(Increase) / decrease in sundry debtors (358,288) 207,347
Increase in cost and estimated earnings in excess of billings (280,612) (438,107)
(Increase) / decrease in loans and advances (108,266) 259,466
(Decrease) / increase in billings in excess of cost and estimated earnings (36,448) 1,656
(Decrease) / Increase in sundry creditors (16,441) 24,861
Increase in advance from customers 13,069 7,882
Increase in other liabilities 250,445 100,704
Increase in provision for retirement benefits 112,132 82,672
Cash generated from operations 1,328,878 2,538,562
Income taxes paid (395,489) (167,517)
Net cash provided by operating activities (A) 933,389 2,371,045
Cash flows from investing activities
Purchase of fixed assets (502,864) (612,160)
Sale of fixed assets 2,957 9,411
Purchase of non trade investments (5,510,729) (3,691,769)
Investment in subsidiary, net of cash acquired (143,855) (533,406)
Sale of non trade investments 4,859,821 2,077,315
Dividend received 37,000 6,392
Interest received 9,015 56,169
Incentive on investment received 72 152
Net cash used in investing activities (B) (1,248,583) (2,687,896)
Cash flows from financing activities
Issue of equity shares (net of shares issue expenses) - 2,683,443
Buyback of equity shares - (339,528)
Repayment of preference shares - (250,000)
Repayment of long term borrowings - (383,006)
Dividend paid (44,122) (67,998)
Increase in finance lease obligations 2,703 -
Dividend on equity shares of subsidiary (2,702) -
Interest paid 972 (19,342)
Net cash (used in)/provided by financing activities (C) (45,093) 1,623,569
Effect of changes in exchange rates (D) 83,821 923
Net (decrease) / increase in cash and cash equivalents during the period (A+B+C+D) (276,466) 1,307,641
Cash and cash equivalents at the beginning of the period 1,573,835 266,194
Cash and cash equivalents at the end of the period 1,297,369 1,573,835

195




Patni Computer Systems Limited

(Currency in thousands of Indian Rupees except share data)

Notes to the Cash flow statements

Cash and cash equivalents consist of cash on hand and balances with banks. Cash and cash equivalents included in the cas
statements comprise the following balance sheet amounts.

September 30, 2003 December 31, 2002

Cash in hand 4,464 2,855

Balance with banks:
Current accounts 1,239,917 1,561,429
EEFC account 49,972 9,616
Effect of changes in exchange rate 3,016 (65)
71,297,369 1,573,835

Notes to the Consolidated financial statements for the nine months ended September 30, 2003

1.

Background

Patni Computer Systems Limited (‘Patni’ or ‘the Company’ or ‘the Parent Company’) was incorporated on February 10, 197
under the Indian Companies Act, 1956. On September 18, 2003, the Company converted itself from a Private Limited compe
into a Public Limited company. Patni owns 100% of equity in Patni Computer Systems (UK) Limited (‘Patni UK’), a company
incorporated in UK and Patni Computer Systems GmbH, (‘Patni GmbH’), a company incorporated in Germany.

In November 2000, Patni acquired 25% equity in Patni Computer Systems, Inc., USA, (‘Patni USA, formerly known as ‘Dat
Conversion Inc’). In September 2002, Patni acquired the balance 75% equity in Patni USA thereby making it a 100% subsidié
In April 2003, Patni USA, acquired 100% equity in The Reference Inc. (‘TRI’), a company incorporated in Massachusetts, US/
for consideration in cash. These companies are collectively referred to as ‘the Patni Group’ or ‘the Group’. Furtheo, liRetni als
foreign branch offices in USA, Japan, Sweden and Australia.

The Group is engaged in IT consulting and software development. Patni has offshore development facilities located in Inc
Patni also operates dedicated offshore development centers for large clients providing them with capabilities for knowled
retention, resource continuity and project management. The Group offers software support and development services mainl
the areas of re-engineering, maintenance, development, ERP implementations, embedded systems, data warehousing &
commerce. Patni USA, Patni UK and Patni GmbH are primarily engaged in business development and marketing activities in
US, UK and Germany respectively.

In September 2002, Patni set up a Business Process Outsourcing centre in Noida, Delhi.
Principal accounting policies
2.1 Basis of preparation of consolidated financial statements

These consolidated financial statements of the Group have been prepared under the historical cost convention with
exception of certain land and buildings of Patni which have been revalued, on the accrual basis of accounting and com
with the Accounting Standards (‘AS’) issued by the Institute of Chartered Accountants of India (‘ICAI’), to the extent
applicable.

In respect of the financial statements for the nine months ended September 30, 2003, the Company has applied AS
‘Interim Financial Reporting’ (‘AS 25’), which comes into effect in respect of accounting periods commencing on or aftel
April 1, 2002 and has presented a complete set of financial statements for the nine months ended September 30, 20C
stipulated in paragraph 10 and 18 of AS 25.

The preparation of the consolidated financial statements in accordance with generally accepted accounting princip
requires that management makes estimates and assumptions that affect the reported amount of assets and liabilitie:
disclosure of contingent liabilities as of the date of the consolidated financial statements and the reported amounts
revenue and expenses during the reporting period. Management believes that the estimates used in the preparation ¢
consolidated financial statements are prudent and reasonable. Actual results could differ from these estimates. A
revision to accounting estimates is recognised prospectively in current and future periods.
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(Currency in thousands of Indian Rupees except share data)
Basis of consolidation

These consolidated financial statements include the financial statements of Patni Computer Systems Limited and
subsidiaries. The subsidiaries considered in the consolidated financial statements as at December 31, 2002 are summa
below:

Name of the subsidiary Country of incorporation % shareholding
Patni Computer Systems, Inc. USA USA 100
Patni Computer Systems (UK) Limited UK 100
Patni Computer Systems GmbH Germany 100

The subsidiaries considered in the consolidated financial statements as at September 30, 2003 are summarised below

Name of the subsidiary Country of incorporation % shareholding
Patni Computer Systems, Inc. USA USA 100
Patni Computer Systems (UK) Limited UK 100
Patni Computer Systems GmbH Germany 100
The Reference Inc. USA 100

These consolidated financial statements are prepared in accordance with the principles and procedures prescribed by
21-“Consolidated Financial Statements” (‘AS-21") issued by the ICAI for the purpose of preparation and presentation
consolidated financial statements.

The financial statements of the Parent Company and its subsidiaries have been combined on a line-by-line basis by ad
together the book values of like items of assets, liabilities, income and expenses after eliminating intra-group balanc
transactions and resulting unrealised profits in full. Unrealised losses resulting from intra-group transactions have al
been eliminated unless cost cannot be recovered in full. The amounts shown in respect of accumulated reserves comp
the amount of the relevant reserves as per the balance sheet of the Parent Company and its share in the post acqui
increase/decrease in the relevant reserves/accumulated deficit of its subsidiaries.

Consolidated financial statements are prepared using uniform accounting policies across the Group.
Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation, except for items of land and buildings of Patni, which v
revalued in March 1995. Cost includes inward freight, duties, taxes and incidental expenses related to acquisition &
installation of the asset. Depreciation is provided on the Straight Line Method (SLM) based on the estimated useful liv
of the assets as determined by the management. For additions and disposals, depreciation is provided pro-rata for
period of use.

The rates of depreciation based on the estimated useful lives of fixed assets are higher than those prescribed ul
Schedule XIV to the Companies Act, 1956. The useful lives of fixed assets are stated below:

Asset Useful life (in years)

Leasehold land and improvements Over the lease period or the useful life of the assets, which ever is shorter
Buildings 40

Electrical installations 8

Computers, computer software and other service equipments 3

Furniture and fixtures 3-8

Office equipments 5

Vehicles 4-5

Goodwill

The excess of cost to the Parent Company of its investment in subsidiaries over the Parent Company'’s portion of equit)
the subsidiaries, at the respective dates on which investments in subsidiaries were made, is recognised in the consolid
financial statements as goodwill. The Parent Company’s portion of equity in the subsidiaries is determined on the basis
the book value of assets and liabilities as per the financial statements of the subsidiaries as on the date of investmen

The Goodwill recorded in these consolidated financial statements has not been amortised, but instead evaluated
impairment. The Group evaluates the carrying amount of its goodwill whenever events or changes in circumstanc
indicate that its carrying amount may be impaired.
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2.5 Leases

In accordance with Accounting Standard 19 “Accounting for leases” issued by the ICAI, assets acquired on finan
leases, have been recognised as an asset and a liability at the inception of the lease, at an amount equal to the lower
fair value of the leased asset or the present value of the future minimum lease payments. Such leased assets are depre
over the lease term or its estimated useful life, whichever is shorter. Further, the payment of minimum lease payments h
been apportioned between finance charges, which are debited to the consolidated profit and loss account, and reduc
in lease obligations recorded at the inception of the lease.

2.6 Revenue and cost recognition

The Group derives its revenues primarily from software development activities. Revenue from time-and-material contrac
is recognised as related services are rendered. Revenue from fixed-price contracts is recognised on a percentage of comp
basis, measured by the percentage of costs incurred to-date to estimated total costs for each contract. This method is
because management considers costs to be the best available measure of progress on these contracts.

Contract costs include all direct costs such as direct labour and those indirect costs related to contract performance, ¢
as depreciation and satellite link costs. Selling, general, and administrative costs are charged to expense as incur
Provisions for estimated losses on uncompleted contracts are made in the period in which such losses are determi
Changes in job performance, job conditions, estimated profitability and final contract settlements may result in revision
costs and income and are recognised in the period in which the revisions are determined.

The asset “Cost and estimated earnings in excess of billings” represents revenues recognised in excess of amounts b
These amounts are billed after the milestones specified in the agreement are achieved and the customer acceptance f
same is received. The liability “Billings in excess of costs and estimated earnings” represents billings in excess of revent
recognised.

Revenue from maintenance contracts is recognised on a straight-line basis over the period of the contract.

Warranty costs on sale of services are accrued based on management’s estimates and historical data at the time re
revenues are recorded.

Direct and incremental contract origination and set up costs incurred in connection with support/maintenance servi
arrangements are charged to expense as incurred. These costs are deferred only in situations where there is a contre
arrangement establishing a customer relationship for a specified period. The costs to be deferred are limited to the exter
future contractual revenues. Further, revenue attributable to set up activities is deferred and recognised systematically
the periods that the related fees are earned, as services performed during set up period do not result in the culminatic
a separate earnings process.

Revenue recognition is postponed in instances wherein the conditions for revenue recognition are not met. Related c
are also deferred in such instances, subject to management’s assessment of realisability.

The Group grants volume discounts to customers in the form of free services in future. The Group accounts for such volu
discounts by allocating a portion of the revenue on the related transactions to the service that will be delivered in futu

Dividend income is recognised when the Group’s right to receive dividend is established. Interest income is recognised
the time proportion basis.

2.7 Employee retirement and other benefits
Provident fund

In accordance with Indian regulations, all employees of Patni receive benefits from a provident fund, which is a define
contribution retirement plan. Contributions to the provident fund are charged to the consolidated profit and loss accou
in the period in which the contributions are incurred.

Gratuity

In accordance with the Payment of Gratuity Act, 1972, Patni provides for gratuity, a defined retirement plan covering ¢
employees. The plan provides a lump sum payment to vested employees at retirement or termination of employment ba
on the respective employee’s defined portion of last salary and the years of employment with the Company. Patni contribu
each year to a gratuity fund administered by Patni through a trust set up for the purpose.
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The liability for gratuity at the end of each financial year is determined based on valuation carried out by an independe
actuary. The difference between such actuarially determined liability and contributions made to the fund is recognised
an asset/liability, as the case may be.

Pension

Certain directors of the Group are entitled to receive pension benefit upon retirement or on termination from employment
50% of their last drawn monthly salary. The pension is payable from the time the eligible director reaches the age of six
five and is payable to the director or the surviving spouse. The liability for pension is actuarially determined by al
independent actuary at the end of each financial year and periodically recognised by Patni in the consolidated financ
statements. The plan is not funded.

Others

Patni USA adopted a 401(k) salary deferral profit sharing plan, which enables employees to make pre-tax contributior
Patni USA does not match employee contributions to the plan.

Patni provides compensatory-offs to its employees, which entitle the employees to avail paid leave in future periods f
services already rendered. These entitlements are not encashable by the employees. Patni makes provision for
compensated absences by estimating the likely salary payable to the employees availing such leave based on histo
data of such entitlements availed in the past.

For the purposes of interim consolidated financial statements, provisions for gratuity, pension and leave encashment c«
have been estimated by the management based on a year-to-date calculation taking into account the actuarially determ
liabilities at the end of the previous financial year, adjusted for significant changes since that date.

Foreign currency transactions

Transactions in foreign currency are recorded at the exchange rate prevailing on the date of the transaction. Fore
currency denominated current assets and current liabilities at the period-end are translated at the period-end exchange
Exchange rate differences resulting from foreign exchange transactions settled during the period, including period-e
translation of current assets and liabilities are recognised in the consolidated profit and loss account other than th
exchange differences arising in relation to liabilities incurred for acquisition of fixed assets, which are adjusted to th
carrying value of the underlying fixed assets.

Patni has entered into forward exchange contracts for a portion of its foreign exchange receivables. The difference betw
the forward rate and the exchange rate at the inception of the forward exchange contracts has been recognised as inc
expense over the life of the contract.

Foreign currency translation

The consolidated financial statements are reported in Indian rupees. The translation of the local currency of each fore
subsidiary and foreign branches within the Group into Indian rupees is performed in respect of assets and liabilities ott
than fixed assets using the exchange rate in effect at the balance sheet date and for revenue and expense items othe
depreciation costs using a monthly simple average exchange rate for the period. Fixed Assets are translated at the exch
rates on the date of transaction and depreciation on fixed assets is translated at the exchange rates used for translati
the underlying fixed assets.

Net exchange difference resulting from the above translation of financial statements of foreign subsidiaries and forei
branches is recognised in the consolidated profit and loss account.

2.10Investments

Long-term investments are stated at cost, and provision is made when in the management’s opinion there is a decline, c
than temporary, in the carrying value of such investments.

Current investments are carried at lower of cost and fair value, and provision is made to recognise any decline in t
carrying value.

2.11Taxation

Accounting Standard-22 “Accounting for Taxes on Income” (“AS-22") issued by the ICAIl is mandatory for the Company
in respect of accounting periods commencing on or after April 1, 2002. The Company adopted this standard in preparing
consolidated financial statements effective January 1, 2003.

199




Patni Computer Systems Limited

(Currency in thousands of Indian Rupees except share data)

In accordance with paragraph 33 on transitional provisions of AS 22, the net deferred tax liability of Patni aggregatir
Rs.19,023 that accumulated prior to the adoption of this standard as at January 1, 2003 has been charged to general res
(Refer note 4). In case of Patni USA and Patni UK, deferred tax asset aggregating Rs.203,763 that accumulated prior to
adoption of this standard has been recorded as a credit to the profit and loss account brought forward, as these comp:e
do not have a separate general reserve account. Due to the above change in accounting policy, the profit for the r
months ended September 30, 2003 is lower by Rs.22,154 and the reserves at period end are higher by Rs.159,640.

Deferred tax assets and liabilities are recognised for the future tax consequences attributable to timing differences t
result between the profits offered for income taxes and the profits as per the financial statements. Deferred tax assets
liabilities are measured using the tax rates and the tax laws that have been enacted or substantively enacted by the ba
sheet date. The effect on deferred tax assets and liabilities of a change in tax rate is recognised in the period that inclt
the enactment date. Deferred tax assets in respect of carry forward losses are recognised only to the extent that the
virtual certainty that sufficient future taxable income will be available against which such deferred tax assets caube realis
Other deferred tax assets are recognised only if there is a reasonable certainty that sufficient future taxable income will
available against which such deferred tax assets can be realised. Deferred tax assets are reassessed for the approprie
of their respective carrying values at each balance sheet date.

Substantial portion of the profits of Patni are exempted from income tax, being profits from undertakings situated
Software Technology Parks. Under the tax holiday, Patni can utilise exemption of profits from income taxes for a period of t
consecutive years. Patni has opted for this exemption for its undertakings situated in Software Technology Parks and th
exemptions expire on various dates between years 2005 and 2010. In this regard, Patni recognises deferred taxes in re
of those originating timing differences, which reverse after the tax holiday period resulting in tax consequences. Timir
differences, which originate and reverse within the tax holiday period do not result in tax consequence and therefore
deferred taxes are recognised in respect of the same. For the above purposes, the timing differences, which originate firs
considered to reverse first.

For the purposes of the interim financial statements, income taxes have been recognised for the interim period based or
best estimate of the weighted average annual effective income tax rate expected for the full financial year for each comp
within the Group. Amount accrued for income taxes in one interim period shall be adjusted in a subsequent interim peri
in the event the estimate of annual effective income tax rate changes.

2.12Miscellaneous expenditure

Miscellaneous expenditure represented costs incurred in relation to issue of shares, debentures, etc, which were b
amortised over a period of three to five years. In the year ended December 31, 2002, the Company has changed its accou
policy in relation to amortisation of such miscellaneous expenditure and accordingly, the unamortised miscellaneo
expenditure balance as at January 1, 2002 aggregating Rs.4,579 has been debited to the consolidated profit and
account.

Further, share premium account has been utilised to write-off expenditure incurred in relation to fresh issue of shares dur
the year 2002 aggregating Rs.81,313.

2.13Earnings per share

The basic earnings per share is computed by dividing the net profit attributable to the equity shareholders for the period
the weighted average number of equity shares outstanding during the reporting period. Diluted earnings per share
computed using the weighted average number of equity shares and also the weighted average number of equity shares
could have been issued on the conversion of all dilutive potential equity shares. The dilutive potential equity shares ¢
adjusted for the proceeds receivable, had the shares been actually issued at fair value. Dilutive potential equity shares
deemed converted as of the beginning of the period, unless they have been issued at a later date. The number of share
potentially dilutive equity shares are adjusted for stock splits and bonus shares, as appropriate.
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(Currency in thousands of Indian Rupees except share data)

September 30, 2003 December 31,2002
Authorised
250,000,000 and 125,000,000 equity shares of Rs.2 each as at September 30, 2003
and December 31, 2002 respectively 500,000 250,000
Nil and 2,500,000 12.9% cumulative redeemable preference shares of Rs.100 each as at
September 30, 2003 and December 31, 2002 respectively - 250,000
500,000 500,000

Issued, subscribed and paid-up

111,420,849 and 74,280,566 equity shares of Rs.2 each fully paid as at September 30,
2003 and December 31, 2002 respectively 222,842 148,561

Of the above, 14,500,000 equity shares of Rs.2 each were allotted as fully paid bonus shares in March 1995 by capitalisatic
general reserve aggregating Rs.29,000.

On June 26, 2001, Patni's Board of Directors approved a sub division of existing equity shares of Rs.10 each into 5esquity sh:
of Rs.2 each.

The above also includes 46,867,500 equity shares of Rs.2 each allotted as fully paid bonus shares in August 2001 mncapitalis
of share premium aggregating Rs.93,735.

In September 2002, Patni made a private placement of its unregistered American Depository Receipt (‘(ADRS’) to internatior
investors representing 13,441,245 equity shares having face value of Rs.2 each. The equity shares represented by ADRs
equivalent rights with respect to dividends and voting as the other equity shares. (Refer note 24 for commitment)

In December 2002, in pursuance of section 77A of the Indian Companies Act, 1956, Patni has completed buyback of 1,650
equity shares by utilising the share premium account. In this regard, an amount equivalent to the nominal value of the sh
capital bought back by the Company aggregating Rs.3,301 has been transferred from general reserve to capital redemy
reserve (Refer note 4)

In 1999, Patni allotted by way of private placement, 2,500,000, 12.9% cumulative redeemable preference shares of Rs.100 ea
par to Industrial Development Bank of Ingia, Mumbai. These preference shares were redeemable at par in 3 installments in
ratio of 30:30:40 at the end of the 5 and 7 years from the date of allotment. In April 2002, Patni redeemed the entire amount
of these preference shares and transferred an equivalent amount from general reserve to capital redemption reserve (Refe
4).

In June 2003, the Company’s shareholders approved the cancellation of the authorised preference share capital and incre
the authorised equity share capital of the Company by 125,000,000 equity shares of Rs.2 each.

On August 30, 2003, the Company allotted 37,140,283 equity shares of Rs.2 each as fully paid bonus shares by capitalisatic
share premium aggregating Rs.74,281.

Refer note 25 for employee stock compensation plans.
4. Reserves and surplus

September 30, 2003 December 31, 2002
Land revaluation reserve
- Balance carried forward 7,935 7,935
Building revaluation reserve
- Balance brought forward 1,758 1,839
- Transfer to profit and loss account (61) (81)
1,697 1,758

Capital redemption reserve
- Balance brought forward 253,301 -
- Transfer from general reserve (Refer note 3) - 253,301

253,301 253,301
Debenture redemption reserve
- Balance brought forward - 20,000

- Transfer to general reserve - (20,000)
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September 30, 2003 December 31, 2002
Share premium
- Balance brought forward 2,500,429 180,095
- Share premium received on issue of equity shares - 2,737,874
- Share premium utilised for buyback of shares - (336,227)
- Share premium utilised in connection with share issue expenses
incurred during the year. - (81,313)
- Share premium utilised for issue of fully paid bonus shares (Refer note 3) (74,281)
2,426,148 2,500,429
General reserve
- Balance brought forward 509,687 578,841
- Transfer from profit and loss account - 164,147
- Transfer from debenture redemption reserve - 20,000
- Transfer to capital redemption reserve - (253,301)
- Adjustment on account of deferred tax liability as at January 1, (19,023) -
2003 (Refer note 2.11)
490,664 509,687
Profit and loss account, balance carried forward 5,094,181 3,679,087
8,273,926 6,952,197
Secured loans
Lease obligation in relation to vehicles acquired under finance lease (Refer note 23) 22,400 19,697
Finance lease obligations are secured against the vehicles acquired on lease.
Fixed assets
Land Land Buildings Computers, Electrical Office Furniture and Vehicles Total
(Freehold)  (Leasehold)  andleasehold computer  installations equipments fixtures
improvements  software and
other service
equipments
Gross block
As at January 1, 2002 9,019 44,321 587,221 654,292 112,636 120,992 260,658 42,921 1,832,060
Additions on account of - - 3,454 88,272 - 750 8,720 7979 109,175
business acquisition
Additions during the year - 3,984 126,384 245,212 48,942 79,098 89,632 20,853 614,105
Deletions during the year - - - 9,382 4,850 943 6,550 3,184 24,909
As at December 31, 2002 9,019 48,305 717,059 978,394 156,728 199,897 352,460 68,569 2,530,431
Additions on account of - - 19,863 46,388 - - 31,537 - 97,788
business acquisition
Additions during the period - - 74,531 267,383 24,879 43,806 29,552 10,977 451,628
Deletions during the period - - 21,338 - 620 1,273 3,332 26,563
As at September 30, 2003 9,019 48,305 811,453 1,271,327 181,607 243,083 412,276 76,214 3,053,284
Accumulated depreciation
As at January 1, 2002 - 533 16,639 378,711 21,242 44,469 64,083 15,336 541,013
Accumulated depreciation on - - 1,275 42,777 - a7 3,365 4,784 52,248
account of business acquisition
Charge for the year - 14,788 18,446 174,114 17,700 27,570 43,290 9,483 305,391
Deletions during the year - - - 1,308 4,850 894 6,550 2,091 15,693
As at December 31, 2002 - 15,321 36,360 594,294 34,092 71,192 104,188 27,512 882,959
Accumulated depreciation on - - 10,197 44,997 - - 14,751 - 69,945
account of business acquisition
Charge for the period - 350 21,535 197,504 15,445 30,980 37,841 10,852 314,507
Deletions during the period - - 19,838 - 509 1,160 1,809 23,316
As at September 30, 2003 - 15,671 68,092 816,957 49,537 101,663 155,620 36,555 1,244,095
Net block as at December 31, 2002 9,019 32,984 680,699 384,100 122,636 128,705 248,272 41,057 1,647,472
Net block as at September 30, 2003 9,019 32,634 743,361 454,370 132,070 141,420 256,656 39,659 1,809,189
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In respect of leasehold land rights aggregating Rs. 40,011, the Company is required to complete construction activiteepevittinof five years
from July 23, 2001. In absence of this covenant being achieved by the Company, the transferor has an option to revofer tfestrahgights. On
a fresh assessment of expected realisation on disposal of this land, instead of utilising for building construction, the lZengranided Rs.14,043
towards impairment in the value of this land in December 2002.

Gross block of computers, computer software and other service equipments includes exchange loss capitalised aggregating Rs.2®3luring the
nine months ended September 30, 2003 and year ended December 31, 2002 respectively.

Gross block of vehicles as of September 30,2003 and December 31, 2002 includes assets acquired on lease, refer note 23.

7. Investments

September 30, 2003 December 31, 2002
Units Amount Units Amount
Long Term (at cost)
Non-trade
Quoted
Unit Trust of India scheme 1964 - - 640,530 9,246
Less: Provision for decline other than temporary in the - - - 2,861
carrying value of investments - -
- 6,385
Short Term (at lower of cost or fair value)
Non-trade
J59 JM Short Term Fund —Institutional Plan-Dividend 23,909,058 239,796 21,139,211 220,000
Templeton Floating Rate Fund - Short Term Plan — Growth 49,908 53,682 371,888 400,000
P 23 Inf Prudential ICICI Institutional Short Term Plan-Dr-Fortnightly 27,757,057 301,054 - -
HDFC Short Term Plan Premium Plus —Fortnightly 27,727,981 300,146 - -
GMBD Gssif Medium term Inst. Plan B —Monthly Dividend 29,753,935 300,000 - -
HSBC Income Fund —Short term 9,540,195 100,309 - -
DSP Merrill Lynch Short Term Fund-Weekly Dividend 9,016,599 90,727 - -
Principal Income Fund —Short Term Instalment Plan — 8,984,615 90,276 - -
Dividend Reinvestments —Monthly
Birla Gilt Plus Liquid Plan —Annual Dividend 8,887,953 95,004 - -
HDFC Cash Management Fund—Saving Plan — Weekly Dividend Option 1,572,781 16,715 - -
Templeton India Income Builder Account — Institutional Plan 28,568,390 306,634 - -
HDFC High Interest Fund —Short Term Plan —Dividend Option 10,222,085 107,506 - -
Deutsche Premier Bond Fund-Institutional Plan-Dividend 19,585,970 202,620 - -
HDFC Liquid Fund Premium Plus Plan — Dividend 4,011,825 47,844 - -
Kotak Mahindra Liquid Institutional Plan —Dividend 10,115,295 101,407 - -
Templeton India Liquid Fund — Growth Plan 534,635 7,943 - -
K Bond Short Term Plan — Growth 585,259 6,226 - -
HDFC High Interest Fund — Short Term Plan — Dividend Option - - 37,549,406 393,216
Zurich India High Interest Fund — STP - Growth - - 56,566,659 600,694
GSTG GSSIF — Short Term Plan — Growth Option - - 3,741,436 43,703
Unit Trust of India — UGS 2000 scheme - - 2,000 20
2,367,889 1,657,633
Less: Provision for decline in fair value 4,769 -
2,363,120 1,657,633
Total 2,363,120 1,664,018
Market value of quoted investments 2,378,859 1,659,316
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8. Sundry debtors
September 30, 2003 December 31, 2002
(Unsecured)
Debts outstanding for a period exceeding six months
- considered good 65,159 169,931
- considered doubtful 156,207 155,518
221,366 325,449
Other debts
- considered good 2,428,251 2,046,832
2,649,617 2,372,281
Less: Provision for doubtful debts 156,207 155,518
2,493,410 2,216,763
9. Cashand bank balances
September 30, 2003 December 31, 2002
Cash on hand 4,464 2,855
Balances with scheduled banks in current account 219,779 718,955
Balances with non scheduled banks in current account 1,073,126 852,025
1,297,369 1,573,835
10. Loans and advances
September 30, 2003 December 31, 2002
(Unsecured)
Advances recoverable in cash or in kind or for value to be received (Refer note below) 136,395 46,961
Security deposits 101,707 83,479
Certificates of deposit with foreign banks 26,057 -
Loan to employees 36,707 35,719
Others 14,111 3,402
314,977 169,561
Less: Provision for doubtful loans and advances 3,414 3,600
T 311,563 T 165,961

(Currency in thousands of Indian Rupees except share data)

Patni Computer Systems Limited

Advances recoverable in cash or in kind or for value to be received at September 30, 2003 includes auditors’ remuneratiol
Rs.3,918 incurred in connection with proposed listing of equity shares of the Company.

11. Current liabilities

September 30, 2003 December 31, 2002

Sundry creditors 69,111 76,421
Billings in excess of cost and estimated earnings 28,872 66,755
Advance from customers 12,808 112
Deferred revenue 95,043 92,981
Other liabilities 970,533 649,021
1,176,367 885,290

12. Provisions

September 30, 2003

December 31, 2002

Provision for taxation (net of advance tax: Rs.688,794 at September 30, 2003 and

Rs.312,402 at December 31, 2002) 133,026 246,354
Provision for retirement benefits 523,557 425,015
Dividend on equity shares - 39,111
Dividend tax - 5,011

656,583 715,491
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Miscellaneous expenditure

(to the extent not written off or adjusted)
Preliminary expenses
Less: Written off during the period (Refer note 2.12)

Other income

Foreign exchange gain, net

Dividend on non-trade investments
Incentive on non-trade investments

Profit on sale of non-trade investments, net
Profit on sale of fixed assets, net

Interest from:

- Inter corporate deposits

- Loan to employees

- Bank deposits

- Others

Miscellaneous income

Personnel costs

Salaries, bonus and allowances, including overseas employee expenses

Contribution to provident and other funds
Staff welfare
Pension, gratuity and leave encashment costs

Selling, general and administration costs

Outsourced service charges
Travel and conveyance
Legal and professional fees
Postage and communication
Rent

Foreign exchange loss, net
Electricity

Rates and taxes

Software consumables
Advertisement and publicity
Insurance

Recruitment charges
Repairs and maintenance

- computers

- building

- others

Printing and stationery
Provision for decline in the fair value of investment
Provision for doubtful debts and advances
Training fees

Commission
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September 30, 2003

December 31, 2002

- 4,579

4,579

Nine months ended Year ended
September 30, 2003 December 31, 2002

- 23,489

37,000 6,392

- 194

52,963 18,961

- 195

- 5,876

386 714

8,034 5,881

1,046 -

6,505 6,800

105,934 68,502

Nine months ended Year ended
September 30, 2003 December 31, 2002
4,553,953 2,733,193

82,894 79,453

156,200 94,435

173,977 123,120

4,967,024 3,030,201

Nine months ended Year ended
September 30, 2003 December 31, 2002
376,937 61,061

314,178 209,264

286,843 146,379

185,469 127,703

129,581 103,550

65,277 -

60,551 67,352

26,325 29,985

10,067 21,700

30,309 21,788

31,470 13,747

22,051 13,614

29,809 15,793

12,417 5,342

11,149 18,069

16,859 15,537

4,769 -

19,523 24,748

10,477 7,446

22,236 6,975
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(Currency in thousands of Indian Rupees except share data)

Nine months ended Year ended
September 30, 2003 December 31, 2002
Subscription, registration and license fee 4,008 11,334
Auditors’ remuneration (Refer note below) 12,157 5,866
Preliminary expenses written off - 4,579
Loss on sale of fixed assets 290 -
Miscellaneous expenses 62,199 62,069
1,744,951 993,901
Note: Auditors’ remuneration includes remuneration of subsidiary companies’ auditors.
Interest costs
Nine months ended Year ended
September 30, 2003 December 31, 2002
Interest on finance lease obligations 943 783
Interest on fixed loans
- debentures - 4,327
- other loans - 10,028
Interest on loans from banks and financial institutions 4,118
972 19,256
Taxes
Provision for tax expense consists of the following:
Nine months ended Year ended

September 30, 2003

December 31, 2002

Current taxes

- Indian 28,813

- Foreign (Refer note 1 below) 252,097
280,910

Deferred tax expense / (credit)

- Indian (6,861)

- Foreign 29,015
22,154
303,064

The significant components of deferred tax asset and liability consists of the following:
September 30, 2003

53,057
286,770
339,827

339,827

December 31, 2002

Provision for retirement benefits 195,727
Provision for bad and doubtful debts 52,274
Provisions 12,216
Deferred revenue 46,799
Billings in excess of cost and estimated earnings 13,225
Others 1,540
Total deferred tax asset 321,781
Cost and estimated earnings in excess of billings (91,855)
Depreciation (38,984)
US branch profit taxes (31,302)
Total deferred tax liability (162,141)
Net deferred tax asset 159,640

Note 1: Prior period tax adjustment of Rs.28,304 represents short provision of foreign current taxes in respect of earlier years.

Business acquisitions

Pursuant to the shareholders agreement dated September 28, 2000 entered into between Patni, the promoter shareholders
Company and GE Capital Mauritius Equity Investment (‘GE’) on November 24, 2000, the Company acquired 25% equity intere

in Patni USA for cash purchase consideration aggregating Rs.480,455 (equivalent to US$10,250,000).
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The equity of Patni USA on the date of investment, representing the proportionate residual interest in the assets of Patni L
after deducting the liabilities, aggregated Rs.142,858. The Company’s cost of investment in Patni USA in excess of Patni US
equity on the date of investment aggregating Rs.337,597 has been classified as goodwill in the consolidated financitds statem
The goodwill arising on the above-mentioned investment has been determined as follows:

Purchase consideration 480,455

Less

Fixed assets, net 4,499

Net current assets 138,359
" 142,858

Goodwill 337,597

On September 9, 2002, the Company acquired the balance 75 % equity interest in Patni USA for cash purchase consider:
aggregating Rs.1,492,144 (equivalent of US$30,750,000). As a result of this acquisition, Patni USA became a wholly own
subsidiary of the Company. The equity of Patni USA on this date representing the Company’s proportionate residual inter
aggregated Rs.565,974. The goodwill arising on this acquisition has been determined as follows:

Purchase consideration 1,492,144

Less

Fixed assets, net 42,695

Cash and bank balances 719,054

Net current liabilities (195,775)
" 565,974

Goodwill 926,170

AS-23 — “Accounting for Investment in Associates in Consolidated Financial Statements” issued by the ICAl is applicable i
respect of accounting period beginning on or after April 1, 2002 and hence is not applicable for preparation of the @bnsolida
financial statements for the year ended December 31, 2002. Accordingly, the Parent Company’s share in the profits of Patni L
for the period following the acquisition of 25% equity interest until the date Patni USA became a wholly owned subsidiar
aggregating Rs.45,800 has been credited to revenue reserves in the consolidated financial statements for the year e
December 31, 2002.

In April 2003 Patni USA acquired 100% equity interest in TRI, which is engaged in providing IT services to clients india finan
services sector. These consolidated financial statements include the operating results of TRI from the date of acquisition.
purchase price of Rs.288,467 (including direct expenses of Rs.7,978) has been paid in cash. Further, the purchase agree
provides for payment of additional consideration not exceeding Rs.68,625 (equivalent of US$1,500,000) in cash through April :
2005 which is contingent upon achievement of the operating performance of the acquired business as specified in the agreer
The payment of the contingent consideration will increase the amount of goodwill recorded in the financial statements.

The equity of TRI on the date of investment, representing the proportionate residual interest in the assets of TRI afigr deduc
the liabilities aggregated Rs.153,293. Patni USA's cost of investment in TRI in excess of TRI's equity on the date of investme
aggregating Rs.135,174 has been classified as goodwill in the consolidated financials statements. The goodwill arising on
above-mentioned investment has been determined as follows:

Purchase consideration 288,467
Less
Cash and bank balances 144,612
Fixed assets, net 27,843
Deferred tax asset 7,480
Net current liabilities (26,642)
153,293
Goodwill 135,174
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(Currency in thousands of Indian Rupees except share data)

Total
The aggregate goodwill recorded in these consolidated financial statements comprise the following:
Goodwill arising on acquisition of 25% equity interest in Patni USA 337,597
Goodwill arising on acquisition of balance75% equity interest in Patni USA 926,170
Balance as at December 31, 2002 1,263,767
Goodwill arising on acquisition of 100% equity interest in TRI 135,174
Balance as at September 30, 2003 ml

Segmental information

The Group’s operations relate to providing IT services and solutions, delivered to customers, operating in various indus
segments. Accordingly, revenues represented along industry classes comprise the primary basis of segmental informatiol
out in these consolidated financial statements. Secondary segmental reporting is performed on the basis of the geograp
segmentation.

Industry segments of the Group comprise customers providing financial services, insurance services, manufacturing compar
and Others such as energy and utilities, retail and hospitality companies.

The Group evaluates segment performance and allocates resources based on revenue growth. Revenue in relation to seg
is categorised based on items that are individually identifiable to that segment. Costs are not specifically allocamdaab indiv
segments as the underlying resources and services are used interchangeably. Fixed assets used in Group’s busingss or lial
contracted have not been identified to any of the reportable segments, as the fixed assets and services are used igterchang
between segments

The Group’s geographic segmentation is based on location of the customers and comprises United States of America, Eur
Japan and Others, which include Rest of Asia Pacific and Rest of the World. Revenue in relation to geographic segment
categorised based on the location of the specific customer entity for which services are performed irrespective of the custo
entity that is billed for the services and includes both onsite and offshore services. Categorisation of customer rslated as
and liabilities in relation to geographical segments is based on the location of the specific customer entity whicloighdled f
services.

The accounting policies consistently used in the preparation of the consolidated financial statements are also consiste
applied to individual segment information. There are no inter-segment sales.

Business segments
As at September 30, 2003 and for the nine months then ended

Particulars Financial Insurance  Manufacturing Others Total
services services

Sales and service income 1,330,651 2,881,783 2,398,140 1,827,9828,438,556
Sundry debtors 387,858 614,762 801,533 689,257 2,493,410
Cost and estimated earnings in excess of billings 44,464 30,311 221,268 142,457 438,500
Billings in excess of cost and estimated earnings (1,969) (6,951) (9,642) (10,310) (28,872)
Advance from customers (10,502) (581) (1,554) (171) (12,808)
As at December 31, 2002 and for the year then ended
Particulars Financial Insurance Manufacturing Others Reconciling Total

services services item (Refer

note below)

Sales and service income 1,264,390 3,473,393 2,445,439 1,919,065 (2,846,132) 6,256,155
Sundry debtors 462,303 489,611 668,129 596,720 - 2,216,763
Cost and estimated earnings in 9,460 9,042 55,621 86,147 - 160,270
excess of billings
Billings in excess of cost and (1,925) (5,022) (34,994) (24,814) - (66,755)

estimated earnings
Advance from customers - -

(112) - (112)
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Geographic segments
As at September 30, 2003 and for the nine months then ended

(Currency in thousands of Indian Rupees except share data)

Particulars USA Europe Japan Others Total
Sales and service income 7,495,674 618,788 231,147 92,947 8,438,556
Sundry debtors 2,092,530 301,731 4,694 94,455 2,493,410
Cost and estimated earnings in excess of billings 352,892 30,298 3,282 52,028 438,500
Billings in excess of cost and estimated earnings (12,844) (7,524) (103) (8,401) (28,872)
Advance from customers (6,493) (5,042) - (1,273) (12,808)
As at December 31, 2002 and for the year then ended
Particulars USA Europe Japan Others Reconciling Total
item (Refer
note below)
Sales and service income 7,971,385 659,188 324,366 147,348 (2,846,132) 6,256,155
Sundry debtors 1,921,795 220,364 5,257 69,347 - 2,216,763
Cost and estimated earnings in excess of billings 85,091 26,915 5,437 42,827 - 160,270
Billings in excess of cost and estimated earnings (57,625) (6,825) (1,336) (969) - (66,755)
Advance from customers - - - (112) - (112)

Note: For the year 2002, industry and geographical segment revenues, include revenues of Patni USA from January 1, 2002 teoughait be
subsidiary of the Company in September 2002. The Group believes that this is a more meaningful presentation of segmeitninformat
considering Patni USA was an equity affiliate until September 2002 and thereafter became a subsidiary. Accordingly, thiegédtamci
represents incremental revenue earned by Patni USA for the period prior to it becoming a subsidiary of Patni.

21. Related party transactions
(a) Names of related parties and nature of relationship where control exists

Sr. No. Category of related parties Names

1 Associates 1) Patni Computer Systems, Inc. (until September 2002 and thereafter it

became a 100% subsidiary)

2) PCS Industries Ltd.

3) Ashoka Computer Systems Private Ltd.

4) PCS Cullinet Private Ltd.

5) PCS Finance Ltd.

6) PCS International Ltd.

7) Ravi & Ashok Enterprises

8) iSolutions Inc.

9) Raay Software Private Limited

10) Raay Global Investment Private Limited

2 Key management personnel 1) Mr. N. K. Patni
2) Mr. A. K. Patni
3) Mr. G. K. Patni

4) Mr. Sukumar Namjoshi
5) Mr. Russell Boekenkroeger
6) Mr. Mrinal Sattawala
3 Parties with substantial interest 1) Members of Patni family and their relatives
2) General Atlantic Mauritius Limited (‘GA))
4 Others 1) Ravindra Patni Family Trust

2) NKP Qualified Annuity Trust
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(Currency in thousands of Indian Rupees except share data)

(b) Transactions and balances with related parties

Nature of the transaction Key Parties with
management substantial

Associates personnel interest Others
Transactions during the nine months ended September 30, 2003
Remuneration (Refer note below) - 68,968 - -
Donations - - - 2,500
Reimbursement of expenses by associates 154 - - -
Rent and other expenses 9,024 - 145 -
Dividend on equity shares of subsidiary - 883 677 1,142
Balances at September 30, 2003
Security deposits 9,973 - 3,000 -
Amounts recoverable 154 - - -
Remuneration payable - 1,389 - -
Provision for pension benefits - 200,202 - -
Guarantees given 150,000 - - -
Transactions during the year ended December 31, 2002
Purchase of shares in Patni Computer Systems, Inc. - 500,962 373,633 617,549
Buyback of shares - - 339,528
Interest income received during the period 5,876 - - -
Sales and service income 2,469,894 - - -
Remuneration (Refer note below) - 112,714 - -
Professional fees 7,035 - - -
Proposed dividend 8,151 9,602 18,882
Loan and advances returned during the period 1,530 - - -
Inter corporate deposit returned during the year including accrued interest 49,657 - - -
Donations - - - 2,500
Rent and other expenses 13,755 - 192 -
Rent received 288 - - -
Balances at December 31, 2002
Security deposits 9,973 - 3,000 -
Advances 4,679 - -
Proposed dividend 8,151 9,602 18,882 -
Provision for pension benefits - 202,800 - -
Guarantees given 150,000 - - -

Note:Remuneration does not include provisions for gratuity and leave encashment in respect of Directors, as actuarial valoa¢iconis d
an overall Company basis.

22. Earnings per share

Particulars Nine months ended December 31, 2002
September 30, 2003
Profit for the period/year after taxation 1,214,033 1,636,162
Less: Dividend on preference shares - 7,952
Less: Dividend tax on above - 811
Less: Dividend on equity shares of subsidiary 2,702 -
Profit available for equity shareholders 1,21,331 1,627,399
Weighted average number of equity shares outstanding during the period/year 111,420,849 99,059,168
Basic and diluted earnings per share (Rs) 10.87 16.43
Face value per share (Rs) 2.00 2.00

As mentioned in note 25 of the financial statements, the Company has granted 2,743,400 options to eligible employees en 5epd&3b
These options did not have a dilutive effect on the weighted average number of equity shares outstanding during the period.
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23. Leases

(Currency in thousands of Indian Rupees except share data)

Patni has acquired certain vehicles under finance lease for a non-cancellable period of four years. At the inceptiaepf the le
fair value of such vehicles has been recorded as an asset under gross block of vehicles with a corresponding lease r
obligation recorded under secured loans. As per the lease agreement, the ownership of these vehicles would not transf
Patni. However, it contains a renewal clause.

Fixed assets include the following amounts in relation to the above leased vehicles:

As at September 30, 2003 December 31, 2002
Gross block of vehicles 29,906 22,745
Less: Accumulated depreciation 7,789 3,332
Net block 22,117 19,413
Future minimum lease payments in respect of the above assets as at September 30, 2003 are summarised below:
Minimum lease Finance charge Present value
payments of minimum lease
payments
Amount due within one year from the balance sheet date 8,414 1,205 7,209
Amount due in the period between one year and five years 16,213 1,022 15,191
24,627 2,227 22,400
Future minimum lease payments in respect of the above assets as at December 31, 2002 are summarised below:
Minimum lease Finance charge Present value
payments of minimum lease
payments
Amount due within one year from the balance sheet date 6,553 1,279 5,274
Amount due in the period between one year and five years 15,803 1,380 14,423
22,356 2,659 19,697

Patni has operating lease agreements, primarily for leasing office space and residential premises for its employees. Most 0
lease agreements provide for cancellation by either party with a notice period ranging from 30 days to 120 days andhalso con
a clause for renewal of the lease agreement at the option of the Company.

Patni USA has operating lease agreements, primarily for leasing office space, that expire over the next 1-5 years. These le
generally require Patni USA to pay certain executory costs such as taxes, maintenance and insurance.

The future minimum lease payments in respect of such non-cancellable operating leases are summarised below:

As at September 30, 2003 December 31, 2002

Amount due within one year from the balance sheet date 173,875 83,383

Amount due in the period between one year and five years 155,116 93,674
328,991 177,057

TRI has entered into certain non-cancellable operating lease agreements for leasing office space, which expire through Decel
2005. The lease agreements do not give any option for renewal.

TRI has also entered into agreements to sub-lease part of its office premises, which expire through December 31, 2005. Tl
agreements do not provide for renewal option. Future minimum rentals to be received by TRI under such non-cancellable s
leases as at September 30, 2003 are summarised below:

Amount due within one year from the balance sheet date 22,531
Amount due in the period between one year and five years 13,852
36,383

Sub lease income recognised in the statement of profit and loss for the nine months ended September 30, 2003 and year €
December 31, 2002 aggregated Rs.9,704 and Rs. Nil respectively.
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Capital and other commitments

On October 24, 2000, the Company issued 124,500 equity shares of Rs.10 each to GE Capital Mauritius Equity Investment (‘G
Simultaneously, certain shareholders of the Company also sold 187,500 equity shares of Rs.10 each of the Company to G
consistent terms. Pursuant to the shareholders’ agreement, the Company was required to make an initial public offering (‘IP
of its equity shares for the purposes of being listed on a recognised stock exchange within a period of 18 months from the c
of allotment of shares to GE. In the event the IPO did not occur within such period, GE had a right requiring either tlye Compa
the other shareholders or a third party to buy back its shares at the higher of the fair market value of the shares baaed pri

on an assured rate of return ranging between 18% to 21% on GE's initial investment.

On July 15, 2002, the Company entered into a new shareholders agreement (“new SHA”) with General Atlantic Mauritius Limite
(‘GA), GE and promoter shareholders. In September 2002, the Company made a private placement of its unregistered Ameri
Depository Receipt (‘ADRS’) to international investors representing 13,441,245 equity shares having face value of Rs.2 ea
The equity shares represented by ADRSs carry equivalent rights with respect to dividends and voting as the other equity sha
In accordance with the new SHA, Patni is required to make an IPO of its equity shares within a period of 36 months feom the d
of issue of shares to GA. In the event an IPO does not occur within such period, GE and GA shall have a right to require
Company to buy back their equity shares and those of the other members of each of their Group (43,684,048 shares
27,677,830 as at September 30, 2003 and December 31, 2002 respectively) at a price which will be higher of the price at wt
shares were issued to GA or such price as is determined by the Board of Directors of the Company.

In case the Company does not or cannot buy back all of GE and GA's equity shares and those of the members of their Group,
GE and GA shall have other exit options, as specified in the new SHA.

As per the new SHA, the price at which the Company is required to buy back the shares will be the higher of the price at wh
the shares were issued to GA or such price as is determined by the Board of Directors of the Company at the time of such
back. However, there is no defined measurement method specified in the new SHA in relation to the redemption amount :
accordingly the Company has not remeasured the shares issued to GA and GE at each reporting period.

The estimated amount of contracts remaining to be executed on capital account and not provided for as at September 30, .
and December 31, 2002 is Rs.73,871 and Rs.77,223 respectively.

Outstanding forward contracts as at September 30, 2003 aggregate Rs.1,784,250.Unamortised income in respect of forv
exchange contract to be recognised in subsequent period aggregate Rs.11,724 as at September 30, 2003. The Company c
have any outstanding forward contracts as at December 31, 2002.

Employee stock compensation plans

On June 30, 2003, Patni established the ‘Patni ESOP 2003’ plan (‘the plan’). Under the plan, the Company is authoeised to is
up to 11,142,085 equity shares to eligible employees. Employees covered by the Plan are granted an option to purchase s
of the Company subject to the requirements of vesting. A compensation committee constituted by the Board of Directors of |
Company administers the plan.

On September 1, 2003 the Company granted 2,743,400 options at an exercise price of Rs. 145 per share. These options
rateably over a period of 4 years, whereby 25% of the options vest at the end of each year from the date of grant. Further.
option expires 5 years from the date of vesting.

Of the above options granted by the Company, 3600 options were forfeited and none of the option was exercisable a:
September 30, 2003.

Pursuant to the plan, if Patni does not complete an Initial Public Offering (‘IPQO’) within a period of 6 months and ore day aft
allotment of shares to an option grantee, then subject to compliance with applicable laws, the Articles of the Company &
obtaining necessary shareholders and Board of Directors’ consent, Patni may offer to purchase such shares issued tc
option grantees. The option grantees shall thereupon of their own free will and volition sell all their shares to Pé&iii at the
market value, within a period of three months from the date of such offer by Patni.

The exercise price of the grant approximated the fair value of the underlying equity shares at the date of the grant.
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Contingent liabilities
September 30, 2003 December 31, 2002

Corporate guarantee 150,000 150,000
Bank guarantees 11,384 10,223
Letters of credit - 8,562

161,384 168,785

Prior period comparatives

Previous period figures have been appropriately reclassified to conform to the current period’s presentations. Sinee this is
first time the Company has prepared interim financial statements for the nine months ended September 30, 2003, prior pe
comparatives in respect of the profit and loss account for nine months ended September 30, 2002 have not been present

these financial statements
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CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED
SEPTEMBER 30, 2002 AND 2003 UNDER U.S. GAAP (REVIEWED)

You should read the following selected consolidated data, which have been prepared in accordance with U.S. GAAP, in conjunc
with our consolidated financial statements for the nine months ended September 30, 2002, including the notes thereto and
reports thereon, which appear elsewhere in this Prospectus and “Management’s Discussion and Analysis of Financial Conditic
and Results of Operations”.

KPMG

KPMG House

Kamala Mills Compound
448, Senapati Bapat Marg
Lower Parel

Mumbai 400 013

Independent Accountants’ Review Report

To The Board of Directors and Shareholders of
Patni Computer Systems Limited

Akruti Softech Park

MIDC Cross Road No. 21

Andheri East

Mumbai 400 093

We have reviewed the accompanying consolidated balance sheets of Patni Computer Systems Limited and subsidiaries
Company’) as of September 30, 2003 and 2002, and the related consolidated statements of income and cash flows for the three nr
and nine months ended September 30, 2003 and 2002 and the consolidated statement of shareholders’ equity and othere&eompreh
income for the nine months ended September 30, 2003 and 2002. These interim financial statements are the responsibility o
Company’s management.

We conducted our review in accordance with standards established by the American Institute of Certified Public Accountants
review of interim financial statements consists principally of applying analytical procedures and making inquiries of persor
responsible for financial and accounting matters. It is substantially less in scope than an audit conducted in accordance \
generally accepted auditing standards, the objective of which is the expression of an opinion regarding the financiad statem
taken as a whole. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to the accompanying interim finan
statements for them to be in conformity with accounting principles generally accepted in the United States of America.

KPMG

November 6, 2003
Mumbai, India

214




pathi

Unaudited Consolidated Balance Sheets

As at September 30 2002 2003

Assets

Current assets
Cash and cash equivalents $30,970,478 $8,357,801
Investments in liquid mutual fund units 9,929,830 3,807,369
Accounts receivable, net 46,090,262 54,406,301
Costs and estimated earnings in excess of billings on uncompleted contracts 3,067,540 9,578,171
Due from employees 760,207 732,793
Due from affiliates 1,089,654 3,366
Deferred income taxes 3,465,763 2,791,703
Investment in securities 17,188,820 48,189,543
Other current assets 6,323,113 4,543,063

Total current assets 118,885,667 152,410,110
Goodwill - 2,594,374
Intangible assets, net - 801,500
Property, plant and equipment, net 33,020,104 40,586,868
Deferred income taxes 135,894 198,659
Security deposits with affiliates 269,298 283,593
Other assets 1,603,182 2,810,731

Total assets
Liabilities and shareholders’ equity
Current liabilities

$153,914,145

519,685,835

Current instalments of long-term debt including capital lease obligation 8824115 $ 157,568
Trade accounts payable 2,197,242 1,518,612
Billings in excess of costs and estimated earnings on uncompleted contracts 1,201,246 624,342
Income taxes payable 5,029,162 3,034,770
Deferred income taxes - 56,427
Accrued expenses 11,161,028 18,442,875
Other current liabilities 3,548,900 4,858,557
Total current liabilities 24,019,693 28,693,151
Capital lease obligations excluding current instalments 143,734 332,063
Other liabilities 5,617,207 10,465,280
Deferred income taxes - 364,906
Total liabilities 29,780,634 39,855,400
Shareholders’ equity
Redeemable common shares of Patni Computer Systems Limited; 41,516,746
shares as of September 2002 and 43,684,048 shares as of September 2003 117,372,776 123,499,996
Common shares of Patni Computer Systems Limited; $0.01 to $0.04 par value;
Authorised 125,000,000 as of September 2002 and 250,000,000 shares as of
September 2003; Issued and outstanding; 72,380,122 as of September 2002 and
67,736,801 shares as of September 2003 2,521,121 2,990,531
Additional paid-in capital 6,505,213 5,488,352
Retained earnings 5,909,279 29,122,907
Accumulated other comprehensive income (8,174,878) (1,271,351)
Total shareholders’ equity 124,133,511 159,830,435
Total liabilities and shareholders’ equity $153,914,145 $99,685,835

See accompanying notes to the unaudited consolidated financial statements and independent Accountants’ Review Report.
ForPatni Computer Systems Limited

N. K. Patni
Chairman

November 6, 2003

G. K. Patni Abhay Havaldar
Executive Director Director

Arun Kanakal
Company Secretary
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Unaudited Consolidated Statement of Income
Three months

Patni Computer Systems Limited

Three months

Nine months

Nine months

ended ended ended ended
September 30, 2002 September 30, 2003 September 30, 2003eptember 30, 2003
Revenues $48,384,400 $67,324,136 $135,688,565 $180,510,438
Cost of revenues 26,903,169 39,282,098 73,242,789 108,197,184
Gross profit T 21,481,231 T 28,042,038 T 62,445,776 72,313,254
Selling, general and administrative expenses 9,735,761 15,052,168 29,110,308 40,195,746
Provision for doubtful debts and advances 485,025 229,928 1,378,480 415,152
Foreign exchange (gain)/loss, net 165,961 (257,893) (569,653) (234,034)

Operating income 11,094,484

Other income/(expense)

Interest and dividend income 224,708
Interest expense (87,886)
Gain on sale of investments, net 118,689
Other income, net 19,715

Income before income taxes T,:%GQ,?lO
1,774,927

Income taxes

Net income $9,594,783

Basic and diluted earnings per share 0.08
Weighted average number of common and 99,213,768
redeemable common shares used in computing

earnings per share

13,017,835

287,016
(7,563)
37,326
18,471

13,353,085

2,036,708

$11,316,377

0.10
111,420,849

32,526,641

592,469
(556,944)
56,213
78,770

32,697,149

5,366,367

$27,330,782

0.18
95,581,325

31,936,390

992,887
(20,715)
1,114,791
41,186
34,064,539
5,672,316

$28,392,223

0.25
111,420,849

See accompanying notes to the unaudited consolidated financial statements and independent Accountants’ Review Rep

ForPatni Computer Systems Limited

N. K. Patni
Chairman

November 6, 2003

G. K. Patni
Executive Director
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Unaudited Consolidated Statements of Shareholders’ Equity and Other Comprehensive Income
(in $ except share data)

Common shares Redeemable
common shares
Com-  Accumulated Total
Patni Computer Patni computer Patni Computer Additional Retainedrehensive ~ Other Com-  Shareholders
Systems Limited Systems Inc. Systems Limited  Paid-In- Earnings Income prehensive Equity
Capital Income
__ Shares _Parvalue  Shares Stated value Shares Value
Balance as at January 1, 2002 84,375,000  $2,883,160 3,750 $3,750 9,360,000  $18,174,078 $557,438  $59,424,104 $(8,102,390)  $72,940,140
(Combined)
Cash dividend on common shares (850,173) (850,173)
Accretion of redeemable common shares 8,287,756 (9,752,506) (1,464,750)
Redeemable common shares issued 20,161,868 57,000,000 57,000,000
Reclassification of common shares on
account of sale by promoter shareholders  (14,103,680) (376,098) 14,103,680 39,872,776 (39,496,678)
Reclassification of redeemable
common shares on account of sale to
promoter shareholders 2,108,802 14,059 (2,108,802) (5,961,834) 5,947,775
Acquisition of Patni Computers
Systems Inc. shares from promoter
shareholders (3,750) (3,750) (3,750)
Distribution to shareholders (30,746,250 (30,746,250)
Comprehensive income:
Netincome 27,330,782 27,330,782 27,330,782
Other comprehensive income:
Translation adjustment (270,369) (270,369)
Unrealised gain/(loss) on
investments, net 197,881 197,881
Other comprehensive income (72,488) (72,488)
Comprehensive income me
Balance as at September 30, 2002 72,380,122 $2,521,121 41,516,746 $117,372,776 $6,505,213 $5,909,279 $(8,174,878) $124,133,511
Repurchase of common shares from
promoter shareholders (2,476,019)  (275,113) (7,006,185) (7,281,298)
Netincome 8,681,095 8,681,095 8,681,095
Other comprehensive income:
Translation adjustment 1,158,933 1,158,933
Unrealised gain/(loss) on
investments, net 344,961 344,961
Minimum pension liability, net (165,850) (165,850)
Other comprehensive income 1,338,044 1,338,044
Comprehensive income 10,T9,139
Balance as at December 31, 2002 69,904,103 $2,246,008 41516,746  $117,372,776  $6,505,213 $7,584,189 $(6,836,834)  $126,871,352
Cash dividend on Patni Computer
Systems Inc. shares (56,250) (56,250)
Cash dividend on common shares (942,373) (942,373)
Stock dividend 1,016,861 (1,016,861) -
Reclassification of common shares
on account of sale by promoter share-
holders (2,167,302) (272,338) 2,167,302 6,127,220 (5,854,882)
Netincome 28,392,223 28,392,223 28,392,223
Other comprehensive income:
Translation adjustment 5,660,936 5,660,936
Unrealised gain/(loss) on
investments, net (261,303) (261,303)
Minimum pension liability, net 165,850 165,850
Other comprehensive income 5,565,483 5,565,483
Comprehensive income 33,957,706
Balance as at September 30, 2003 67,736,801 $2,990,531 43,684,048 $123,499,996 $,488,352  $29,122,907 $1,271,351) $159,830,435

See accompanying notes to the unaudited consolidated financial statements and independent Accountants’

Report.
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Unaudited Consolidated Statements of Cash Flows

Operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortisation

Loss/(gain) on sale of property, plant and equipment, net

Gain on sale of investments, net

Deferred taxes

Provision for doubtful debts and advances
Changes in assets and liabilities

Accounts receivable

Costs and estimated earnings in excess of billings on
uncompleted contracts

Dues from affiliates
Dues from employees
Other current assets
Other assets

Trade accounts payable

Billings in excess of costs and estimated earnings on
uncompleted contracts

Taxes payable

Accrued expenses

Other current liabilities

Other liabilities
Net cash provided by operating activities
Investing activities:

Purchase of property, plant and equipment

Proceeds from sales of property, plant and equipment

Purchase of investment securities
Proceeds from sale of investment securities
Purchase of investments in liquid mutual fund units

Proceeds from sale of investments in liquid mutual fund units

Investment in subsidiary, net of cash acquired
Net cash used in investing activities
Financing activities:
Repayment of short-term borrowings from banks, net
Capital lease obligation, net
Repayment of preferred stock
Dividend on common shares

Three months

Patni Computer Systems Limited

Three months

Nine months

Nine months

ended ended ended ended
September 30, September 30, September 30, September 30,
2002 2003 2002 2003
$9,594,783 $11,316,377 $27,330,782 $28,392,223
1,574,628 2,420,396 4,296,278 6,501,809
(1,134) 14,673 837 5,064
(118,689) (37,326) (56,213) (1,114,791)
(2,023,133) (1,144,281) (2,561,722) 245,176
485,025 229,928 1,378,480 415,152
(3,333,365) (7,347,307) (14,425,867) (7,771,263)
(40,360) (1,720,681) (371,607) (5,960,078)
5,341,858 (3,348) 5,162,986 (3,348)
(5,916) 171,546 (41,726) 56,966
(3,879,801) (909,404) (4,433,815) (3,364,975)
156,457 356,508 214,083 648,704
1,627,154 (402,676) 1,050,569 (247,153)
819,514 (141,813) 917,321 (774,088)
1,578,911 2,197,938 5,516,417 (2,910,646)
(3,949,548) 1,694,696 3,842,812 5,953,482
1,019,854 501,673 2,298,185 (199,078)
267,254 545,008 774,108 1,991,277
$9,113,492 $7,741,907 $30,891,908 $21,864,433
(4,833,557) (3,336,007) (9,755,065) (10,663,099)
1,134 22,927 15,534 63,639
(32,385,468) (36,907,933) (39,860,778) (72,814,862)
12,617,314 11,251,693 13,787,259 61,796,336
- (2,475,629) (13,432,525) (34,764,180)
3,040,816 13,578,130 13,338,233 31,495,940
- (3,038,194)

$(21,559,761)

$(17,866,819)

$(35,907,342)

$(27,924,420)

Dividends on common shares of Patni Computer Systems, Inc.

Distribution to shareholders

Acquisition of Patni Computer System Inc. shares from shareholdd,750)

Proceeds from issuance of redeemable common shares, net

Net cash provided/(used) in financing activities

See accompanying notes to the unaudited consolidated financial statements and independent Accountants’ Review Rep

- (5,764,812) -
(1,835,678) 44,883 (2,075,551) 58,399
- (5,117,809) -
(942,373) (850,173) (942,373)

- (56,250)

(30,746,250) - (30,746,250) -
- (3,750) -

55,535,250 - 55,535,250 -

$22,949,572 $(897,490) $10,976,905 $(940,224)
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Unaudited Consolidated Statements of Cash Flows (continued)

Three months

Three months

Nine months

Nine months

ended ended ended ended
September 30, September 30, September 30, September 30,
2002 2003 2002 2003
Effect of exchange rates changes on cash and cash equivalents (112,705) 989,575 (646,222) 2,557,162
Net increase/(decrease) in cash and cash equivalents 10,503,303 (11,022,402) 5,961,471 (7,000,211)
Cash and cash equivalents at the beginning of the period 20,579,880 38,390,628 25,655,229 32,800,850
Cash and cash equivalents at end of the period 30,970,478 28,357,801 30,970,478 28,357,801
Interest paid $87,886 $6,711 $558,708 $18,255
Income taxes paid $1,738,123 $1,098,277 $2,639,366 $8,261,874
Supplemental information of non cash investing and
financing activities:
Additions to property, plant and equipment, represented by $86,786 $158,766 $184,364
capital lease obligations
Accretion of redeemable common shares $1,464,750 - $9,752,506
Reclassification of common shares on account of sale by $39,496,678 5,854,882 $39,496,678 5,854,882
promoter shareholders
Reclassification of redeemable common shares on account of $5,947,775 - $5,947,775
sale to promoter shareholders
Stock Dividend 1,016,861 1,016,861

See accompanying notes to the unaudited consolidated financial statements and independent Accountants’ Review Rep

Notes to the unaudited Consolidated Financial Statements
1. Organisation and nature of business

1.1.1 Patni Computer Systems Limited (“Patni”) is a company incorporated in India under the Indian Companies Act, 1956. C

September 18, 2003, Patni converted itself from a private limited company into a public limited company and changed i
name from Patni Computer Systems (P) Limited to Patni Computer Systems Limited. Patni Computers Systems (Ul
Limited (“PatniUK”, a company incorporated in the UK) and Patni Computer Systems GmbH (“Patni GmbH”, a company
incorporated in Germany) were incorporated as 100% subsidiaries of Patni. Patni Computer Systems, Inc. (“Patni US
formerly known as Data Conversion Inc “DCI"), a company incorporated in Massachusetts, USA was an entity unde
common control of the Patni family. In September 2002, Patni USA became a 100% subsidiary of Patni. In April 2003, Pat

USA, acquired 100% equity in The Reference Inc. (“TRI”) a company incorporated in Massachusetts, USA for consideratic
in cash.

1.1.2 Patni together with its subsidiaries (collectively, “Patni Group” or “the Company”) is engaged in IT consulting and

software development. Patni has offshore development facilities located in India. Patni also operates dedicated Offsh
Development Centres for large clients providing them with capabilities for knowledge retention, resource continuity an
project management. The Company offers software support and development services mainly in the areas of re-enginee
maintenance, development, ERP implementations, embedded systems, data warehousing and e-commerce. Patni
Patni UK and Patni GmbH are primarily engaged in business development and marketing activities in the US, UK ar
Germany respectively.

1.1.3 These financial statements were prepared previously on a combined basis by virtue of Patni and its subsidiaries and P

USA being entities under common control of the Patni family. In October 2000, Patni acquired 25% of the outstandir
common stock of Patni USA from members of the Patni family (‘Promoter shareholders’) for a consideration of $10,250,00
The acquired Patni USA stock was recorded earlier as treasury stock at its book value and the excess of the amount
over the book value of the acquired stock was charged to retained earnings as distribution to shareholders. In September 2
Patni acquired the balance 75% of the outstanding common stock of Patni USA from the promoter shareholders fo
consideration of $30,750,000. In these consolidated financial statements, this acquisition has been accounted as combin:
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of entities under common control. Accordingly, the excess of the amount paid over the book value of the acquired sto
has been charged to retained earnings as distribution to shareholders. Since, the accounts of these entities were sta
their historical amounts for all periods presented, no adjustments were required for purposes of restating the financ
statements on a consolidated basis for the period of the combination and for prior periods other than restatement of 2
treasury stock of Patni USA, which has been adjusted against the outstanding stock of Patni USA for all the prior perio
presented in these financial statements.

Summary of significant accounting policies
Basis of preparation of financial statements

2.1.1 These financial statements of Patni have been prepared on a consolidated basis in accordance with accounting princi
generally accepted in the United States (‘'US GAAP’). All significant inter-company transactions have been eliminated o
consolidation.

Accounting estimates

2.1.2 The preparation of financial statements in conformity with US GAAP requires that management makes estimates a
assumptions that affect the reported amount of assets and liabilities and disclosures of contingent assets and liabilitie
of the date of the financial statements and the reported amounts of revenue and expenses during the reporting pel
Management believes that the estimates used in the preparation of the consolidated financial statements are pruden
reasonable. The actual results could differ from these estimates.

Revenue and cost recognition

2.1.3 The Company derives its revenues primarily from software services. Revenue with respect to time-and-material contra
is recognised as related services are performed. Revenue with respect to fixed-price contracts is recognised on a percel
of completion basis, measured by the percentage of costs incurred to-date to estimated total costs for each contr
Guidance has been drawn from paragraph 95 of Statement of Position (“SOP”) 97-2 to account for revenue from fixed pri
arrangements for software development and related services in conformity with SOP-81-1. The input method has be
used because management considers this to be the best available measure of progress on these contracts as the
direct relationship between input and productivity.

2.1.4 Contract costs include all direct costs such as direct labor and those indirect costs related to contract performance, <
as depreciation and satellite link costs. Selling, general, and administrative costs are charged to expense as incur
Provisions for estimated losses on uncompleted contracts are made in the period in which such losses are determi
Changes in job performance, job conditions, estimated profitability and final contract settlements may result in revision |
costs and income and are recognised in the period in which the revisions are determined, as change in estimates.

2.15 The asset, “Cost and estimated earnings in excess of billings on uncompleted contracts”, represents revenues recogr
in excess of amounts billed. These amounts are billed after the milestones specified in the agreement are achieved an
customer acceptance for the same is received. The liability, “Billings in excess of costs and estimated earnings
uncompleted contracts”, represents billings in excess of revenues recognised.

2.1.6 Direct and incremental contract origination and set up costs incurred in connection with support/maintenance servi
arrangements are charged to expense as incurred. These costs are deferred only in situations where there is a contrz
arrangement establishing a customer relationship for a specified period. The costs to be deferred are limited to the ex
of future contractual revenues. Further, revenue attributable to set up activities is deferred and recognised systematic
over the periods that the related fees are earned, as services performed during such period do not result in the culmine
of a separate earnings process.

2.1.7 The company postpones revenue recognition in instances wherein the conditions for revenue recognition are not n
Related costs are also deferred in such instances, subject to management’'s assessment of realisability.

2.1.8 Warranty costs on sale of services are accrued based on managements’ estimates and historical data at the time re
revenues are recorded.

2.1.9 The Company grants volume discounts to customers in the form of free services in future. The Company accounts
such volume discounts by allocating a portion of the revenue on the related transactions to the service that will |
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delivered in future. Reimbursement of out of pocket expenses received from customers have been included as par
revenues in accordance with EITF 01-14 “Income Statement Characterisation of Reimbursements Received for ‘Out
Pocket’ Expenses Incurred”.

2.1.10 InNovember 2002, the Emerging Issues Task Force (EITF) reached a consensus on Issue No. 00-21, Revenue Arrangen
with Multiple Deliverables applicable for fiscal periods beginning after June 2003. This Issue addresses when and, if
how an arrangement involving multiple deliverables should be divided into separate units of accounting, where tt
deliverable (the revenue generating activities) are sufficiently separable and have standalone value to the customer.
also necessary that there exists sufficient evidence of fair value to separately account for some or all of the deliverabl
The Company concluded that the adoption of the consensus did not have a material impact on the Company'’s reve
recognition policies.

Cash and cash equivalents

2.1.11The Company considers investments in highly liquid investments with an original maturity of three months or less at tf
date of deposit to be cash equivalents. Cash and cash equivalents comprise cash and cash on deposit with banks.

Investments

2.1.12Mianagement determines the appropriate classification of investment securities at the time of purchase and re-evalu:
such designation at each balance sheet date. At September 30, 2003, all investment securities were classified as avalil
for-sale and consisted of units of mutual funds.

2.1.13 Available-for-sale securities are carried at fair market value with unrealised gains and losses, net of deferred income ta:
reported as a separate component of other comprehensive income in the statement of shareholders’ equity and c
comprehensive income. Realised gains and losses, and decline in value judged to be other than temporary on availa
for-sale securities are included in the consolidated statements of income. The cost of securities sold or disposec
determined on ‘first in first out’ basis.

Business combinations, goodwill and intangible assets

2.1.14 InJune 2001, the FASB issued SFAS No. 141, “Business Combinations” and SFAS No. 142, “Goodwill and Other Intangib
Assets”. SFAS No. 141 requires that the purchase method of accounting be used for all business combinations. SFAS
141 specifies criteria that intangible assets acquired in a business combination must be recognised and reported sepal
from goodwill. SFAS No. 142 requires that goodwill and intangible assets with indefinite useful lives no longer be
amortised, but instead tested for impairment at least annually in accordance with the provisions of SFAS No. 142. SF/
No. 142 also requires that intangible assets with estimable useful lives be amortised over their respective estimated us
lives to their estimated residual values, and reviewed for impairment in accordance with SFAS No. 144. “Accounting fc
the impairment or disposal of long-lived assets”.

2.1.15Orthe date of adoption of SFAS No. 142, the Company did not have any goodwill or intangible assets.
Property, plant and equipment

2.1.16Property, plant and equipment are stated at cost less accumulated depreciation and amortisation. Assets under ca
leases are stated at the present value of minimum lease payments. Gains and losses on disposals are included i
consolidated statements of income at amounts equal to the difference between the net book value of the disposed a:
and the net proceeds received upon disposal. Expenditures for replacements and improvements are capitalised, whe
the cost of maintenance and repairs is charged to income when incurred.

2.1.17Property, plant and equipment are depreciated over the estimated useful life of the asset using the straight-line mett
once the asset is ready for its intended use. The cost of software obtained for internal use is capitalised and amorti
over the estimated useful life of the software. The estimated useful lives of assets are as follows:

Buildings 40years
Leasehold premises and improvements Over the lease period
or the useful lives of the assets, whichever is shorter
Computer — Hardware and software and other service equipments 3 years
Furniture and fixtures 3-8 years
Other equipment 3-8 years
Vehicles 4-5 years
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Impairment of long-lived assets and long-lived assets to be disposed

2.1.18 ong-lived assets and certain identifiable intangibles are reviewed for impairment whenever an event or changes
circumstances indicate that the carrying amount of such assets may not be recoverable. Recoverability of assets t«
held and used is measured by a comparison of the carrying amount of an asset to future net undiscounted cash fl
expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognis
measured by the amount by which the carrying amount of the assets exceeds the fair value of assets. Assets t
disposed of are reported at the lower of the carrying amount or fair value less cost to sell.

Foreign currency transactions

2.1.19Transactions in foreign currencies are translated into the functional currency at the rates of exchange prevailing at
date of the transaction. Resulting gains or losses from settlement of such foreign currency transactions are included in
consolidated statements of income. Unsettled monetary assets and liabilities denominated in foreign currencies
translated into the functional currency at the rates of exchange prevailing at the balance sheet date. Transaction gai
loss arising from change in exchange rates between the date of transaction and period end exchange rates are includ
the consolidated statements of income.

Foreign currency translation

2.1.20The functional currency for the companies within the Patni Group are the applicable local currencies except that t
functional currency of Patni’s branch offices in the US, Japan, Sweden and Australia is the Indian Rupee.

2.1.21The accompanying consolidated financial statements are reported in US Dollars. The translation of the Indian Rupee, |
Pound and Euro into US Dollars is performed for balance sheet accounts using the exchange rate in effect at the bale
sheet date and for revenue and expense accounts using an appropriate monthly weighted average exchange rate ft
respective periods. The gains or losses resulting from such translation are reported in other comprehensive income in
statement of shareholders’ equity and other comprehensive income.

Income taxes

2.1.22Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognisec
the future tax consequences attributable to differences between the financial statement carrying amounts of exist
assets and liabilities and their respective tax bases and operating loss carry forwards. Deferred tax assets ané liabilitie:
measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differer
are expected to be recovered or settled. The effect on deferred tax assets and liabilities of changes in tax rateslis recog!
in results of operations in the period that includes the enactment date. The measurement of deferred tax assets is red\
if necessary, by a valuation allowance for tax benefits whose future realisation is uncertain.

Concentration of credit risk

2.1.23Financial instruments that potentially subject Patni to concentration of credit risks consist principally of cash, cas
equivalents, investments and accounts receivables. Cash and cash equivalents are invested with corporations, final
institutions and banks with investment grade credit ratings. To reduce credit risk, investments are made in a diversifi
portfolio of mutual funds, which are periodically reviewed. To reduce its credit risk on accounts receivables, Patr
transacts with well-known companies and performs ongoing credit evaluations of customers.

Retirement benefits to employees

2.1.24Contributions to defined contribution plans are charged to income in the period in which they accrue. Current servic
costs for defined benefit plans are accrued in the period to which they relate, based on actuarial valuation performed
an independent actuary. Prior service costs, if any, resulting from amendments to the plans are recognised and amort
over the remaining period of service of the employees.

Stock-based compensation

2.1.25The Comany uses the intrinsic value based method of accounting prescribed by APB Opinion No. 25, Accounting fc
Stock Issued to Employees, and related interpretation including FASB interpretation No. 44, Accounting for Certail
Transactions involving Stock Compensation an interpretation of APB Opinion No. 25, issued in March 2000, to accoul
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for its employee stock based compensation plans. Under this method, compensation expense is recorded on the da
the grant, only if the current fair value of the underlying stock exceeds the exercise price. SFAS No. 123, Accounting f
Stock-Based Compensation, established accounting and disclosure requirements using a fair value-based emplc
compensation plans. As allowed by SFAS No. 123, the Company has elected to continue to apply the intrinsic valt
based method of accounting described above, and has adopted the disclosure requirements of SFAS No. 148, Accour
for Stock-Based Compensation — Transition and Disclosure, an amendment of FASB Statement No. 123. All stock optio
issued to date have been accounted as a fixed stock option plan.

2.1.26Had compensation cost been determined in a manner consistent with the fair value approach described in SFAS No. !

the Company’s net income and earnings per share as reported would have been reduced to the pro forma amo
indicated below:

3 months 3 months 9 months 9 months
ended ended ended ended
September 30, September 30, September 30, September 30,
2002 2003 2002 2003
Net income, as reported 9,594,783 11,316,377 27,330,782 28,392,223
Add: Stock based employee compensation expense - - - -
included in reported Net Income
Less: Stock-based employee compensation expense - 39,558 - 39,558
determined under fair value based method, net of tax effects
Pro forma net income 9,594,783 11,276,819 27,330,782 28,352,665
Reported basic and diluted earnings per share 0.08 0.10 0.18 0.25
Proforma basic and diluted earnings per share 0.08 0.10 0.18 0.25

2.1.27 The fair value of each option is estimated on the date of grant using the Black-Scholes model with the followin

assumptions.

3 months 3 months 9 months 9 months
ended ended ended ended
September 30, September 30, September 30, September 30,
2002 2003 2002 2003
Dividend yield - 0.41% - 0.41%
Expected life - 2-5 years - 2-5 years
Risk free interest rates - 4.75%-4.9% - 4.75%-4.9%
Volatility - 0% - 0%

Dividends

2.1.28 Dividends on common shares are recorded as a liability on the date of declaration by the shareholders.

Derivatives and hedge accounting

2.1.29 The Company enters into forward foreign exchange contracts where the counter party is generally a bank. The Comp:

purchases forward foreign exchange contracts to mitigate the risk of changes in foreign exchange rates on accot
payable, inter-company receivables and forecasted cash flows denominated in foreign currencies. Although these contr
are effective as hedges from an economic perspective, they do not qualify for hedge accounting under SFAS No. 133
amended. Any derivative that is either not designated hedge, or is so designated but is ineffective as per SFAS No. 1
is marked to market and recognised in earnings immediately.

Earnings per share

2.1.30 Inaccordance with SFAS No. 128, Earnings per Share, basic earnings per share is computed using the weighted ave

number of common and redeemable common shares outstanding during the period. Diluted earnings per share is comp
using the weighted average number of common and redeemable common shares and dilutive common equivalent sh
outstanding during the period using, the treasury stock method for options except where the result would be an
dilutive.
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Reclassifications

2.1.31 Certain reclassifications have been made in the financial statements of prior periods to conform to classifications usec
the current year.

Acquisition

3.1.10n April 17, 2003, Patni USA, acquired 100% equity interest in TRI which is engaged in providing IT services to clients i
the financial services sector. The consolidated financial statements include the operating results of TRI from the date
acquisition. The purchase price of $6,093,526 (including direct expenses of $113,516) has been paid in cash. Further,
purchase agreement provides for payment of additional consideration not exceeding $1,500,000 in cash through April
2005, which is contingent upon achievement of the operating performance of the acquired business as specified in-
agreement.

3.1.2This transaction has been accounted using the purchase method of accounting as required by SFAS No. 141. The purc
price has been allocated to the acquired assets and liabilities based on management’s estimates and independent apg

as follows:

Cash and cash equivalents $3,055,332
Net tangible liabilities (396,180)
Customer related intangibles 840,000
Goodwill 2,594,374
Total '$6,093,526

3.1.3In accordance with SFAS No. 142 the goodwill recorded above is not being amortized, but instead will be tested f
impairment at least annually. This goodwill is allocated to the financial services segment. Customer related intangibles «
being amortised over its estimated useful life of 10 years in proportion to the economic benefits consumed in each peri

Accounts receivable
4.1.1Accounts receivable consist of the following:

As at September 30, 2002 September 30, 2003

Receivables $48,940,179 $57,820,655

Less: Allowances for doubtful accounts (2,849,917) (3,414,354)
$46,090,262 $54,406,301

4.1.2The activity in the allowance for doubtful accounts receivable for the three months and nine months ended September
2002 and 2003 is as follows:

Three months Three months Nine months Nine months
ended ended ended ended
September 30, September 30, September 30, September 30,
2002 2003 2002 2003
Allowance for doubtful accounts as
beginning of the period $2,588,219 $3,379,372 $1,859,269 $3,241,990
Additions charged (net of recoveries)
to bad debt expense during the period 473,764 199,967 1,367,219 409,764
Write-downs charged against the allowance
during the period (212,066) (164,985) (376,571) (237,400)
Allowance for doubtful accounts at period-end $2,849,917 $3,414,354 $2,849,917 $3,414,354
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5.  Costs and estimated earnings in excess of billings and billings in excess of costs and estimated earnings on uncompleted

contracts.
As at September 30, 2002 September 30, 2003
Costs incurred on uncompleted contracts $7,064,164 $8,777,895
Estimated earnings 8,226,008 13,079,036
15,290,172 21,856,931
Less: Billings to date 13,423,878 12,903,102
$1,866,294 $8,953,829
Included in the accompanying balance sheet under the following captions:
Costs and estimated earnings in excess of billings on uncompleted contracts $3,067,540 $9,578,171
Billings in excess of costs and estimated earnings on uncompleted contracts (1,201,246) (624,342)
$1,866,294 $8,953,829
6. Other current assets
6.1.1 Other current assets consist of the following:
As at September 30, 2002 September 30, 2003
Advances $115,467 $46,677
Prepaid expenses 437,134 1,236,430
Prepaid gratuity costs 165,042 474,783
Deposits 156,966 341,930
Deferral of cost in respect of revenue arrangements - 1,038,889
Receivable on sale of investment securities 3,520,398 -
Others 1,928,106 1,404,354
$6,323,113 $4,543,063

6.1.2 Advances are net of provision for doubtful advances of $ 61,887 and $ 18,514 as at September 30, 2002 and 2003 respecti
7. Property, plantand equipment
7.1.1 Property, plant and equipment consists of the following:

As at September 30, 2002 September 30, 2003
Land (Leasehold) $1,000,018 $748,585
Land (Freehold) 22,449 23,695
Building 13,555,970 15,649,800
Leasehold improvements 341,146 1,911,912
Computer — Hardware and other service equipment 12,131,470 17,701,734
Computer — Software 5,070,838 8,369,141
Furniture and fixtures 6,844,327 8,865,373
Other equipment 7,314,580 9,773,986
Vehicles 1,218,071 1,660,576
Capital work-in-progress 189,333 334,805
Capital advances 1,093,564 1,422,273
48,781,766 66,461,880
Less: Accumulated depreciation and amortisation (15,761,662) (25,875,012)
7$33,020,104 $ 40,586,868

7.1.2 Depreciation and amortisation expense on property, plant and equipment was $ 2,402,904 and $ 6,480,809 for the tt
months and nine months ended September 30, 2003 respectively and $1,574,628 and $4,296,278 for the three month:
nine months ended September 30, 2002 respectively This includes amortisation for computer software of $ 537,116 an
1,367,766 for the three months and nine months ended September 30, 2003 respectively and $286,140 and $746,833 f
three months and nine months ended September 30, 2002 respectively. Additions to computer software amounted f
396,617 and $ 2,238,376 during the three months and nine months ended September 30, 2003 respectively and $153,72
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$938,695 during the three months and nine months ended September 30, 2002 respectively. Accumulated amortisatior
computer software at September 30, 2003 and 2002 amounted to $ 4,951,089 and $3,013,852 respectively.

7.13 In2001, Patni acquired leasehold land rights aggregating $832,694 in respect of which it is required to complete construct
activities within a period of five years, commencing July 23, 2001, in absence of which the lessor has an option to revoke f
transfer of such rights without repayment of the lease premium. During 2001, Patni commenced preliminary constructi
related activities in relation to this land. In 2002, the Company decided not to pursue construction activities in relation
this land on account of adverse technical condition of this land. Accordingly, in December 2002, the carrying value we
reduced to fair value of $524,054 based on management’s estimate of future realisations upon sale of such land.

8. Investments

8.1.1 Investment securities consist of the following:
As at September 30, 2002

Gross Gross
Carrying value unrealised unrealised
holding gains holding losses Fair value
Available for sale:
Mutual fund units $27,014,334 163,320 (59,004) 27,118,650
$27,014,334 163,320 (59,004) $27,118,650
Less: Amount reported as investment in liquid mutual fund units 9,929,830
Amount reported as investment securities mo
Available for sale:
Mutual fund units $51,757,134 $ 344,006 $ (104,228)  $51,996,912
$51,757,134 $344,006 $ (104,228) $51,996,912
Less: Amount reported as investment in liquid mutual fund units 3,807,369
Amount reported as investment securities m3

8.1.2 Dividends from securities available for sale, during the three months and nine months ended September 30, 2003 wel
247,147 and $ 792,253 respectively and $16,860 and $129,900 for three months and nine months ended September 30, :
Proceeds from the sale of securities, available for sale were $ 24,829,823 and $ 93,292,276 during the three months and
months ended September 30, 2003, respectively and $15,658,130 and $27,125,492 during the three months and nine mc
ended September 30, 2002, respectively. Gross realised gains on sale of securities, available for sale was $ 37,336 a
1,229,785 and gross realised losses on sale of securities, available for sale was $ 10 and $ 175,409 for the threeim®nths an
months ended September 30, 2003 respectively. Gross realised gains on sale of securities, available for sale was $124,63!
$138,433 and gross realised losses on sale of securities, available for sale was $5,947 and $82,220 for the three m®nths an
months ended September 30, 2002 respectively.

9. Other assets
9.1.1 Other assets consist of the following:

As at September 30, 2002 September 30, 2003
Security deposits $1,362,464 $2,174,008
Due from employees 75,478 37,610
Pension intangibles 165,240 599,113
$1,603,182 $2,810,731

10. Currentinstalments of long term debt

10.1.1 Patniissued secured non-convertible debentures (“NCDs”) of Rs. 120 million ($ 2.5 million) in November 1998 to Standat
Chartered Grindlays Bank Ltd. Interest was payable half yearly on these debentures. The initial rate of interest was 13.7
and the lender could reset the interest every three months starting May 1999 till redemption. The rate of interest was re
to 12% per annum effective November 2001. The loan was repayable in three equal instalments in November 2000, Noven
2001 and November 2002. In November 2000 and 2001, Patni redeemed the first two instalments. The last instalm
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aggregating $820,850 was redeemed on November 26, 2002. The above NCDs were secured by hypothecation of inver
and accounts receivable.

11. Accrued expenses

1111

Accrued expenses consist of the following:

As at September 30, 2002 September 30, 2003

Employee costs $8,623,399 $13,845,940

Others 2,537,629 4,596,935
$11,161,028 $18,442,875

12. Other current liabilities

12.1.1 Other current liabilities consist of the following:
As at September 30, 2002 September 30, 2003
Security deposits $1,362,464 $2,174,008
Taxes payable $776,116 $1,204,677
Capital expenditure payable 893,058 83,042
Provident fund dues payable 225,023 335,348
Deferred revenue 1,464,527 2,286,010
Others 190,176 949,480
7$3,548,900 "$4,858,557

13. Leases

13.1.1 Patni has acquired certain vehicles under capital lease for a non-cancellable period of 4 years. The gross amount reco
under such capital lease is $ 676,779 with accumulated depreciation of $ 178,250 as at September 30, 2003. The gross an
recorded under such capital lease is $232,385 with accumulated depreciation of $38,462 as at September 30, 2002.
depreciation expense in respect of these assets aggregated $ 37,424 and $ 102,898 for the three months and nine m
ended September 30, 2003, respectively and $14,529 and $34,629 for the three months and nine months ended Septemk
2002, respectively.

13.1.2 Patni USA has operating lease agreements, primarily for leasing office space, that expire over the next 1-5 years. Th
leases generally require Patni USA to pay certain executory costs such as taxes, maintenance and insurance.

13.1.3 Patni has operating lease agreements, primarily for leasing office and residential premises. These agreements provide
cancellation by either party with a notice period ranging from 30 days to 120 days. Some leases contain a clause for rene
of the lease agreement. Some leases provide for annual renewal of the lease payments.

13.1.4 TRI has operating lease agreements for leasing office space, which expire through December 2005. The lease agreemer
not give any option for renewal.

13.1.5 Future minimum lease payments under non cancellable operating leases (with initial or remaining lease terms in exces
one year) and future capital lease payments at September 30, 2003 are as follows:

As at September 30, Capital leases Operating leases
2004 $ 183,921 $ 3,800,540
2005 183,921 2,411,863
2006 137,131 722,758
2007 33,329 197,712
Beyond 2007 - 58,170

Total minimum lease payments 538,302 $7,191,043

Less: Amount representing interest 48,671

Present value of net minimum capital lease payments 489,631

Less: Current instalments of obligations under capital leases 157,568

Obligations under capital leases, excluding current instalments $332,063

13.1.6 Rental expense for all operating leases for the three months and nine months ended September 30, 2003 was $1,073,92

$ 2,692,287 respectively and for the three months and nine months ended September 30, 2002 was $663,642 and $2,11!
respectively.
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TRI has sub leased a portion of its office premises, under agreements which expire through December 2005. These agreen
do not provide for renewal option. Future minimum rentals to be received under such non-cancellable sub-leases
September 30, 2003 are as follows:

As at September 30,

2004 $ 492,484
2005 257,868
2006 44,916

$795,268

14. Other liabilities

1411

Details of other liabilities are set out below.

As at September 30, 2002 September 30, 2003
Provision for leave encashment $3,839,767 $6,673,907
Provision for pension benefits 1,727,128 3,335,593
Others 50,312 455,780
$5,617,207 $10,465,280

15. Shareholders’ equity

1511

1512

1513

1514

15.15

1516

Common shares

For local statutory purposes, the Company has only one class of equity shares. However, for accounting purpos
common shares which can be put back to the Company have been reclassified as redeemable common shares, il
consolidated financial statements. For all matters submitted to vote in the shareholders’ meeting, every holder of equ
shares, as reflected in the records of the Company on the date of the shareholders meeting shall have one vote in re:
of each share held. In the event of liquidation of the affairs of the Company, all preferential amounts, if any, shall b
discharged by the Company. The remaining assets of the Company after such discharge shall be distributed to the hol
of equity shares in proportion to the number of shares held by them.

InSeptember 2002, the Company issued 20,161,868 unregistered American Depository Receipts (“ADRs”) representsi
20,161,868 equity shares aggregating $57,000,000. The equity shares represented by ADRs carry equivalent rights \
respect to dividends and voting as the other equity shares.

Retained earnings and dividends

Retained earnings as of September 30, 2002 and 2003 include profits aggregating $5,146,151 and $5,214,971, which is
distributable as dividends under Indian Companies law. These relate to earmarking of profits on redemption of preferer
shares and purchase of common stock by Patni from promoter shareholders.

The ability of Patni to declare and pay dividend under the Indian Companies Act, 1956 is determined by its distributab
profits as shown by its statutory accounts. When Patni wishes to declare dividends, it is required as per the Indi
Companies Act, 1956 to transfer upto 10% of its net income (after the deduction of any accumulated deficit) computed
accordance with current regulations to a general reserve before a dividend can be declared. Also, Indian law on fore
exchange governs the remittance of dividends outside India. Dividend payments are also subject to applicable taxes.

Dividends paid by Patni during the period ended September 30 are as follows:

Amount of dividend Dividend per share $
(in equivalent $)

2002 850,173 0.008
2003 942,373 0.009

Additionally, in June, 2003 Patni USA, distributed dividend to the erstwhile shareholders aggregating $56,250.
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Stock Split
15.1.7 Onlune 26, 2001, Patni's Board of Directors approved a five for one stock split and three for one stock dividend. In line wi

1518

15.1.9

15.1.10

15111

15.1.12

15.1.13

15.1.14

15.1.15

legal requirements, the stock dividend was recorded by capitalising $1,997,336 from retained earnings, representing the
value of shares issued as stock dividend.

OnAugust 30, 2003 Patni has effected a one for two stock split in the form of a stock dividend. In line with legal requirement
the stock dividend has been recorded by capitalising $ 1,016,861 from additional paid-in capital representing the par va
of shares issued as stock dividend.

All references in the consolidated financial statements to the number of shares and per share amounts of Patni’'s comi
stock have been retroactively restated to reflect the increased number of common shares outstanding resulting from
above changes in the capital structure.

Redeemable common shares

OrDctober 24, 2000, Patni issued 3,735,000 equity shares of $ 0.01 to GE aggregating $5,970,073. Further, the prom
shareholders of Patni i.e. the members of the Patni Family also sold 5,625,000 equity shares to GE aggregating $9,000,
Pursuant to the shareholders’ agreement dated September 2000, Patni was required to make an initial public offering (‘1P
of its equity shares for the purposes of being listed on a recognised stock exchange within a period of 18 months from
date of allotment of shares to GE.

Inthe event the IPO did not occur within such period, GE had a right requiring Patni to buy back its shares at the higher
the fair market value or a| rice which would guarantee a minimum rate of return of 18% per annum to GE, if the buy back w
concluded between the 18nonth and the 30month from the date of allotment of sh:?lres. In case the buy back was
concluded later than 3fionths from the date of allotment, the premium payable after theanth was to be 21% per
annum.

Since, all the above shares could be put back to Patni, equity shares allotted by the Company aggregating $5,970,073
reflected as redeemable common shares and in respect of the equity shares sold by the promoter shareholders to GE,
credited $9,000,000 to redeemable common shares by reclassifying the amounts from retained earnings and outstan
common shares. Patni recorded accretion on these shares aggregating $509,392 and $2,694,613 in the years 2000 anc
respectively at the guaranteed rate of return of 18 % from the date of issuance until December 31, 2001. These amounts
included in the carrying value of redeemable common shares. Subsequently on September 5, 2002, Patni issued 20,161
common shares of $0.04 each to GA aggregating $57,000,000. In this regard, the price at which Patni issued common sh
to GA has been considered as fair market value for the purposes of recording accretion in respect of the above redeem
common shares of GE in the consolidated financial statements during the year 2002 aggregating $8,287,756.

On July 15, 2002, the Company entered into a new shareholders agreement (“new SHA”) with GA, GE and promot
shareholders. In accordance with the new SHA, Patni is required to make an IPO of its equity shares within a period of
months from the date of issue of shares to GA. In the event an IPO does not occur within such period, GE and GA shall h
a right to require the Company to buy back their common shares and those of the other members of each of their Grou
a price which will be higher of the price at which shares were issued to GA or such price as is determined by the Board
Directors of the Company.

Incase the Company does not or cannot buy back all of GE and GA's common shares and those of the members of t
Group and there is a residual shareholding, then GE and GA shall have a right to offer such residual shareholding to
promoter shareholders on a pro rata basis. In case Patni and/or the promoter shareholders do not yet acquire all of GE’s
GA's shares, then GE, GA and the promoter shareholders shall have the right to affect the sale of such residual shares tc
third party reasonably acceptable to the majority of the Board of Directors of the Company. However, in the event that the
is still a residual shareholding after exercising the above options, then GE and GA shall be entitled to require the promo
shareholders to effect a strategic sale of such part of their shareholding in Patni, to enable GE and GA to dispode its resi
shareholding.

Since, the new SHA also gives GA and GE a right to put back the shares to Patni, common shares allotted by the Comp
to GA aggregating $57,000,000 have been reflected as redeemable common shares. Net expenses incurred in conne
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with issuance of these redeemable common shares aggregating $1,464,750 have been adjusted from the related pro
and a corresponding amount has been accreted from retained earnings. Similarly, common shares sold to GA by
promoter shareholders have also been credited as redeemable common shares (based on the price at which shares
been issued by the Company to GA) by reclassifying the amounts from retained earnings aggregating $39,496,678
outstanding common shares aggregating $376,098.

Ager the new SHA, in September 2002, GE sold certain of its redeemable common shares to promoter shareholders, w
are not subject to redemption. Accordingly, accretion recorded in respect of such shares in earlier periods aggregat
$5,947,775 has been credited to additional paid in capital and the paid up value of such shares aggregating $14,059 has
reclassified from outstanding redeemable common shares to outstanding common shares.

Agper the new SHA, the price at which Patni is required to buy back the shares will be higher of the price at which shar
were issued to GA or such price as is determined by the Board of Directors of the Company at the time of such buy ba
However, there is no defined measurement method specified in the new SHA in relation to the redemption amount. In t
regard, the Company believes that since the redemption price for such shares cannot be considered to be ‘fixed
determinable’, in accordance with EITF D-98 on ‘Classification and Measurement of Redeemable Securities’, the Compa
has not re-measured the shares issued to GA and GE at each reporting period.

Subsequently on August 30, 2003, the promoter shareholders sold 2,167,302 shares to GE for $ 6,127,220. Since, tl
shares can be put back to the Company, $6,127,220 has been credited to redeemable common shares by reclassi
amounts from retained earnings and outstanding common shares.

Repurchase of common shares
InDecember 2002, Patni repurchased 2,476,019 common shares from the promoter shareholders aggregating $7,281,2
Adoption of SFAS No. 150

OrMay 15, 2003, the FASB issued Statement No. ABOounting for Certain Financial Instruments with Characteristics

of Both Liabilities and Equjt The Statement requires issuers to classify as liabilities (or assets in some circumstance
three classes of freestanding financial instruments that embody obligations for the issuer. The Statement is effective
financial instruments entered into or modified after May 31, 2003 and is otherwise effective at the beginning of the fir:
interim period beginning after June 15, 2003. Patni adopted the provisions of the Statement on July 1, 2003 and conclu
that on adoption it did not have an impact on the consolidated financial statements.

16. Employee stock compensation plans

16.1.1

16.1.2

16.1.3

16.14

16.1.5

Patni Employee Stock Option 2003 Pl&@n June 30, 2003, Patni established the ‘Patni ESOP 2003’ plan (‘the plan’).
Under the plan, the Company is authorised to issue up to 11,142,085 equity shares to eligible employees. Employ
covered by the Plan are granted an option to purchase shares of the Company subject to the requirements of vestin
compensation committee constituted by the Board of Directors of the Company administers the plan.

OrSeptember 1, 2003 the Company granted 2,743,400 options at an exercise price of Rs 145 per share. These options
rateably over a period of 4 years, whereby 25% of the options vest at the end of each year from the date of grant. Furt
the option expires 5 years from the date of vesting.

Ofthe above options granted by the Company, 3600 options were forfeited and none of the option was exercisable a
September 30, 2003.

Pursuant to the plan, if Patni does not complete an Initial Public Offering (‘IPO’) within a period of 6 months dengd one
after allotment of shares to an option grantee, then subject to compliance with applicable laws, the Articles of the Compe
and obtaining necessary shareholders and Board of Directors’ consent, Patni may offer to purchase such shares issu
the option grantees. The option grantees shall thereupon of their free will and volition sell all of their shares th®atni at t
fair market value, within a period of three months from the date of such offer by Patni.

Patni has applied APB No. 25, Accounting for Stock issued to Employees, to account for the employee stock bas
compensation plan. Accordingly, since the exercise price approximated the fair value of the underlying equity shares at
date of grant, no compensation cost has been recorded in these financial statements.
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17. Comprehensive income

1711

18.
18.1.1

19.
1911

19.1.2

19.1.3

The accumulated balances for each classification of comprehensive income are as follows:

Unrealised Minimum Accumulated
Translation gain/(loss) on pension comprehensive
adjustment investments, net liability, net income
Balance at January 1, 2002 (7,974,478) (127,912) - (8,102,390)
Current period change (270,369) 197,881 - (72,488)
Balance at September 30, 2002 (8,244,847) 69,969 - (8,174,878)
Current period change 1,158,933 344,961 (165,850) 1,338,044
Balance at December 31, 2002 (7,085,914) 414,930 (165,850) (6,836,834)
Current period change 5,660,936 (261,303) 165,850 5,565,483
Balance at September 30, 2003 ($424,978) $ 153,627 $- $ (1,271,351)

Income tax
Income tax expense attributable to income from continuing operations consists of the following:

For the period Three months Three months Nine months Nine months
ended September ended September ended September ended September
30, 2002 30, 2003 30, 2002 30, 2003
Current taxes $3,798,060 $ 3,180,989 $7,928,089 $5,427,141
Deferred taxes %2,023,133) $ (1,144,281) $(2,561,722) $ 245,175
Total $ 1,774,927 $ 2,036,708 $5,366,367 $5,672,316

Segment Information

SFASNo. 131, “Disclosures about Segments of an Enterprise and Related Information,” establishes standards for the w

enterprises report information about operating segments and related disclosures about products and services, geogre
areas and major customers. The Company'’s operations relate to providing IT services and solutions, delivered to custon
operating in various industry segments. Accordingly, revenues represented along industry classes comprise the princ
basis of segmental information set out in these consolidated financial statements. Secondary segmental reporting
performed on the basis of the geographical location of the customers. The accounting policies consistently used in
preparation of the consolidated financial statements are also consistently applied to individual segment information, a
are set out in the summary of significant accounting policies.

Industry segments of the Company comprise financial services, insurance services, manufacturing companies, and otl
such as energy and utilities, retail and hospitality companies. The Company evaluates segment performance and alloc
resources based on revenue growth. Revenue in relation to segments is categorised based on items that are individ
identifiable to that segment. Costs are not specifically allocable to individual segment as the underlying resources a
services are used interchangeably. Fixed assets used in the Company’s business or liabilities contracted have not |
identified to any of the reportable segments, as the fixed assets and services are used interchangeably between segn

Patni’'s geographic segmentation is based on location of customers and comprises United States of America (‘US/
Europe, Japan and Others, which include Rest of Asia Pacific and Rest of the World. Revenue in relation to geograp
segments is categorised based on the location of the specific customer entity for which services are performed irrespec
of the customer entity that is billed for the services and whether the services are delivered onsite or offshore. Categorisa
of customer related assets and liabilities in relation to geographic segments is based on the location of the specific custo
entity which is billed for the services.
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Industry segments

September 2002

Financial Insurance

Particulars services services Manufacturing Others Total
Revenue
- For the three months September 30, 2002 6,%14,250 $ 17,910,662 $14,434,284  $9,925,204 $48,384,400
- For the nine months September 30, 2002 18,624,842 52,724,615 35,712,724  28,626,38435,688,565
Accounts receivables 5,799,030 12,172,500 19,866,212 8,252,52046,090,262
Billings in excess of cost and estimated earnings 6 85,356 1,090,444 25,440 1,201,246
Cost and estimated earnings in excess of billings 62,703 306,556 1,312,995 1,385,286 3,067,540

September 2003
Revenue
- For the three months September 30, 2003 11$474,867 $ 21,836,028 $ 18,373,916%$15,639,325 $67,324,136
- For the nine months September 30, 2003 28,689,957 61,461,640 51,479,051 38,879,79080,510,438
Accounts receivables 8,463,073 13,414,111 17,489,490 15,039,627 54,406,301
Billings in excess of cost and estimated earnings 43,028 151,927 210,754 218,633 624,342
Advance from customers 229,560 12,703 33,958 3,736 279,957
Cost and estimated earnings in excess of billings 971,890 662,528 4,836,463 3,107,290 9,578,171
Geographic segments

September 2002
Particulars USA Europe Japan Others Total
Revenue
- For the three months September 30, 2002 42%$188,437 $ 3,737,285 $ 1,505,614 $ 953,068 48,384,400
- For the nine months September 30, 2002 118,553,747 9,579,092 5,151,342 2,404,384135,688,565
Accounts receivables 37,900,386 5,706,328 317,393 2,166,155 46,090,262
Billings in excess of cost and estimated earnings 1,108,808 84,546 - 7,892 1,201,246
Cost and estimated earnings in excess of billings 1,908,052 344,382 60,024 755,082 3,067,540

September 2003
Revenue
- For the three months September 30, 2003 59$257,546 $ 4,919,433 $ 2,501,257 $ 645,908 67,324,136
- For the nine months September 30, 2003 160,477,401 13,054,928 4,957,473 2,020,636180,510,438
Accounts receivables 45,643,896 6,595,204 102,593 2,064,608 54,406,301
Billings in excess of cost and estimated earnings 280,734 164,451 2,251 176,906 624,342
Advance from customers 141,930 110,203 - 27,824 279,957
Cost and estimated earnings in excess of billings 7,713,479 662,246 71,729 1,130,717 9,578,171

One customer accounted for 37% and 43% of the total revenues for the three and nine months ended September 30, :
respectively and 48% and 51% of the revenues for the three and nine months ended September 30, 2002. Receivables
this customer as at September 30, 2003 and 2002 amounted to 46% and 58% of the total receivables respectively.
revenues from this customer were across all the industry segments of the Company. Another customer in the Insura
industry segment accounted for 17% of the total revenues for the three and nine months ended September 30, 2
respectively and 16% of the revenues for the three and nine months ended September 30 2002. Receivables for
customer as at September 30, 2003 and 2002 amounted to 7% and 5% of the total receivables respectively.

19.14
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20.

2011

21.

2111

2112

2113

2114

2115

2116

2117

Earnings per share

Particulars Three months ended Nine months ended
September, September, September, September,

30, 2002 30, 2003 30, 2002 30, 2003

Net income $9,594,783 $11,316,377 $27,330,782 38,392,223

Less: Accretion in relation to redeemable common shares (1,464,750) - (9,752,506)

Income available to common and redeemable

common share holders (A) $ 8,130,033 $1316,377 $17,578,276  $28,392,223

Weighted average number of common and redeemable

common shares outstanding during the period (B) 99,213,768 111,420,849 95,581,325 111,420,849

Basic and diluted earnings per share (A)/(B) $ 0.08 $ 0.10 $ 0.18 $ 0.25

The outstanding employee stock options at September 30, 2003 did not have a dilutive effect on the common and redeem
common shares outstanding during the period, under the treasury stock method for the purpose of computing diluti
earnings per share.

Related party transactions

Patni has various transactions with related parties, viz. PCS Industries Ltd. (‘PCSIL’), PCS Cullinet, PCS Finance, Asho
Computers, (affiliates), PCS International, a subsidiary of PCSIL, various companies of the GE group (‘GE’) which is
shareholder in Patni, directors of Patni and their relatives.

Revenues

Patni USA sells computer hardware to PCSIL. Such sales during the three months and nine months ended Septembe
2003 amounted to $ 8,860 and $ 27,234 respectively. Such sales during the three months and nine months ended Septe
30, 2002 were $2,197 and $69,716 respectively.

Expenses

Patni has taken certain residential properties under operating leases from certain affiliates and the Patni family. The ren
and other incidental charges paid for the same were $ 56,434 and $ 167,444 for the three months and nine months el
September 30, 2003 respectively and $62,211 and $210,925 for the three months and nine months ended September 30,
respectively. Outstanding security deposits under the operating leases placed by Patni with affiliates and the Patni fan
at September 30, 2003 and 2002 were $ 283,593 and $269,298 respectively.

Patni has incurred $3,366 towards rental and other incidental charges on behalf of the PCSIL, Ashoka Computers, P
Cullinet and PCS Finance, which would be subsequently reimbursed.

Due from affiliates

Patni placed two deposits with PCSIL during 1999 aggregating $921,234 and $643,363 carrying interest at the rate of 18%
12% per annum respectively. During the year 2001, an additional deposit of $208,117 was placed with PCSIL carryi
interest at the rate of 12% per annum. Interest earned on these deposits amounted to $30,960 and $102,446 during the
months and nine months ended September 30, 2002 respectively. In December 2002, PCSIL has repaid these amounts i
together with accrued interest

During the year 2000, Patni USA lent a sum of $4,700,000 to two of its shareholders secured by promissory notes. Intel
on both loans accrued at 6.21%. The terms of the loan required repayment of principal and accrued interest
December 31, 2002. However, in September 2002, these loans were repaid in full to Patni USA together with accrued inter
Interest earned on these loans amounted to $67,860 and $212,362 during the three months and nine months ended Sept:
30, 2002 respectively.

Due from employees

Patni grants personal loans to employees and officers. Such loans are repayable in equal instalments over periods rar
from 6 - 60 months. The interest rate on these loans range from 0% to 10%. Loans outstanding at September 30, 2003
2002 were $ 97,822 and $143,283 respectively.
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Patni USA grants personal loans to employees as well as advances to meet initial conveyance and living expenses. S
loans and advances are repayable over periods ranging upto 60 months and 6 months respectively. The interest rat
loans range from 0% to 10%. Balance outstanding of such loans and advances at September 30, 2003 and 2002 we
639,687 and $503,306 respectively.

Patni has given an interest-free advance for educational purposes to an employee who is a shareholder’s son. The adv
outstanding at September 30, 2003 and 2002 was $ Nil and $20,446 and is included in amounts due from employees. A
the terms of the advance, the employee is required after completion of his education, to continue with Patni for a period
five years and additional two years at Patni’s option, failing which the advance is to be fully repaid to Patni. The employe
joined Patni on September 1, 1998. Patni is amortising this advance by the straight-line method over a period of five yee

Patni GmbH gives advances to employee for initial conveyance and living expenses. Balance outstanding of such advar
at September 30, 2003 were $ 21,232

Transactions with GE

Patni USA, Patni UK and Patni GmbH sell software services to various companies of the GE group. Sales to GE during
three months and nine months ended September 30, 2003 amounted to $ 24,772,217 and $ 76,755,506 respectively.
amounts to 37% and 43% of the total revenue for the three months and nine months ended September 30, 2003 respect
Sales to GE during the three months and nine months ended September 30, 2002 was $ 23,260,146 and $ 69,719,648 respec
This amounted to 48% and 51% of the revenues for the respective periods. Receivables from various GE companies ¢
September 30, 2003 and 2002 amounted to $ 25,186,676 and $ 26,543,948. This amounts to 46% and 58% of the
receivables as at September 30, 2003 and 2002 respectively.

GEcharges Patni and Patni USA for data link connections. Data link charges for the three months and nine months enc
September 30, 2003 amounted to $ 154,504 and $ 473,096 respectively. Data link charges for the three months and
months ended September 30, 2002 amounted to $ 205,417 and $ 371,208 respectively. Outstanding to GE at Septembe
2003 and 2002 on account of data link charges amounted to $ 118,950 and $13,920 respectively.
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Guarantees

21.1.13 Patni has issued a counter guarantee on behalf of PCSIL aggregating Rs. 150,000,000 ($ 3,278,689) to a bank. The guar
was issued on August 30, 1997 and is a continuing guarantee for the credit limits allowed by the bank to PCSIL. TI
amounts under this guarantee are payable on demand. Further, the guarantee provides that until the bank has been r
allamounts due therein, Patni will take no steps to enforce any right or claim against PCSIL for any reimbursement in resp
of amounts paid by Patni to the bank.

22. Commitments and contingent liabilities

2211 The Company is obliged under a number of contracts relating to capital expenditure. Estimated amounts remaining to
executed on such contracts (net of advances), aggregated $ 1,614,660 and $1,845,350 at September 30, 2003 and 200

22.1.2 Guarantees given by a bank on behalf of Patni amounted $ 248,827 and $211,701 as at September 2003 and 2002 and le
credit issued by bank was $ Nil and $ 155,760 as at September 2003 and 2002.

23. Fair value of financial instruments

2311 The fair value of Patni’s current assets and current liabilities approximate their carrying values because of their short-te
maturity. Such financial instruments are classified as current and are expected to be liquidated within the next twel
months. The fair value of capital lease obligations has been estimated by discounting cash flows based on current |
available to the Company for similar types of borrowing arrangements. The fair value and carrying value of capital lea:
obligations is set out below:

Capital lease obligations Fair value Carrying value
At September 30, 2002 $ 187,018 $ 197,520
At September 30, 2003 $ 485,451 $ 489,631

23.12 Asat3@eptember 2003, inter-company receivables aggregating $ 39,000,000 were covered by forward contracts. Althou
these contracts are effective as hedges from an economic perspective, they do not qualify for hedge accounting ur
SFAS No. 133, as amended. Accordingly, these forward contracts have been marked to market and the resultant gain
727,244 has been recorded in the income statement as exchange gain.
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CONSOLIDATED FINANCIAL STATEMENTS FOR 2000, 2001 AND 2002
UNDER U.S. GAAP (AUDITED)

KPMG

KPMG House

Kamala Mills Compound
448, Senapati Bapat Marg
Lower Parel

Mumbai 400 013

Independent Auditors’ Report
To

The Board of Directors and Shareholders of
Patni Computer Systems Limited

Akruti Softech Park

MIDC Cross Road No. 21

Andheri (East), Mumbai 400 093

We have audited the accompanying consolidated balance sheets of Patni Computers Systems Limited and subsidiaries

Company’) as of December 31, 2002 and 2001, and the related consolidated statements of income, shareholders’ equity and
comprehensive income, and cash flows for each of the years in the three-year period ended December 31, 2002. These consoli
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on th
consolidated financial statements based on our audits.

We conducted our auditsaccordance with auditing standards generally accepted in the United States of America. Those standa
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements aeeifitee of me
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the finar
statements. An audit also includes assessing the accounting principles used and significant estimates made by manafjement, ¢
as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for.our opini

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, thedsitoTial

Patni Computer Systems Limited and subsidiaries as of December 31, 2002 and 2001, and the results of their operaticasiand thei
flows for each of the years in the three-year period ended December 31, 2002 in conformity with accounting principles genere
accepted in the United States of America.

As discussed in note 1.1.3 to the consolidated financial statements, acquisition of Patni Computers Systems, Inc. (farmerly knc
as Data Conversion Inc.) has been accounted as combination of entities under common control.

KPMG
September 19, 2003
Mumbai, India
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Consolidated Balance Sheets
At December 31,

Assets

Current assets

2001 (Combined)

Cash and cash equivalents $25,655,229
Accounts receivable, net 32,779,619
Costs and estimated earnings in excess of billings on uncompleted contracts 2,684,037
Due from employees 702,190
Due from affiliates 6,257,650
Income taxes paid 1,042,177
Deferred income taxes 1,224,152
Investment in securities 483,446
Other current assets 1,856,579
Total current assets 72,685,079
Property, plant and equipment, net 27,674,103
Deferred income taxes 39,436
Security deposits with affiliates 270,643
Other assets 1,845,907

Total assets
Liabilities and shareholders’ equity
Current liabilities

$102,515,168

Short-term borrowings from banks $5,808,930
Current instalments of long-term debt 832,466
Capital lease obligations 736,591
Trade accounts payable 1,137,300
Billings in excess of costs and estimated earnings on uncompleted contracts 279,747
Income taxes payable 499,470
Deferred income taxes 163,323
Accrued expenses 7,287,620
Other current liabilities 1,222,123
Total current liabilities 17,967,570
Capital lease obligations excluding current instalments 1,557,383
Long term debt excluding current instalments 5,202,914
Other liabilities 4,847,161
Deferred income taxes -

Total liabilities 29,575,028

Shareholders’ equity

Redeemable common shares of Patni Computer Systems Limited; 9,360,000 shares
as of 2001 and 41,516,746 shares as of 2002. 18,174,078

Common shares of Patni Computer Systems Limited; $0.01 to $0.04 par value;
Authorized 125,000,000 shares; Issued and outstanding; 84,375,000 as of 2001 and
69,904,103 shares as of 2002. 2,883,160

Common shares of Patni Computer Systems Inc. no par value; 5,000 shares authorized,

issued and outstanding as of 2001 and 2002. 3,750
Additional paid-in capital 557,438
Retained earnings 59,424,104
Accumulated other comprehensive income (8,102,390)
Total shareholders’ equity 72,940,140
Total liabilities and shareholders’ equity $102,515,168

2002

$32,800,850
46,211,687
3,341,043
772,048

3,326,901
35,341,166
857,875

122,651,570

34,170,384

271,094
2,605,387

$159,698,435

$-
109,935
1,600,689
1,391,483
5,837,957
209,155
11,601,799
3,409,896
24,160,914

300,682

7,924,030
441,457
32,827,083

117,372,776
2,246,008

6,505,213
7,584,189

(6,836,834)

126,871,352

$159,698,435

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Income

Year ended December 31,

Revenues
Cost of revenues
Gross profit
Selling, general and administrative expenses
Provision for doubtful debts and advances
Foreign exchange gain, net
Operating income
Other income/(expense)
Interest and dividend income
Interest expense
Gain/(loss) on sale of investments, net
Other income (expense), net
Income before income taxes
Income taxes
Net income
Basic and diluted earnings per share

Weighted average number of common and redeemable common shares used in
computing earnings per share (refer note 19)

Patni Computer Systems Limited

2000 2001
(Combined) (Combined)
$101,211,540 $142,562,955

59,072,962 82,115,235
42,138,578 60,447,720
17,070,293 28,585,047
1,143,766 1,071,198
(1,102,469) (616,249)
25,026,988 31,407,724
1,179,298 1,221,210
(1,857,931) (1,793,029)
2,463,761 (91,592)
58,242 (12,793)
26,870,358 30,731,520
4,706,791 4,414,886
$22,163,567 $26,316,634
$0.24 $0.25
90,693,934 93,735,000

2002

$188,273,762

101,372,240

86,901,522

41,462,887
1,747,877

(317,457)

44,008,215

705,624

(579,308)

390,869
75,333

44,600,733

8,588,856

$36,011,877

$0.27

99,059,168

See accompanying notes to the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31, 2000 2001 2002
(Combined) (Combined)
Operating activities
Net income $22,163,567 $26,316,634 $36,011,877
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 3,830,590 4,588,107 6,457,986
Gain on sale of property, plant and equipment, net (2,428) (13,885) (3,745)
(Gain)/loss on sale of investments, net (2,463,761) 91,592 (390,869)
Provision for other than temporary diminution in value of investments 60,722 -
Deferred taxes (812,081) (213,183) (1,838,087)
Provision for doubtful debts and advances 1,143,766 1,071,198 1,747,877
Changes in assets and liabilities
Accounts receivable (14,371,607) (4,904,313) (14,735,721)
Costs and estimated earnings in excess of billings on uncompleted contracts (1,262,604) 259,950 (613,226)
Dues from affiliates (5,211,316) (349,818) 6,247,598
Dues from employees 9,429 (115,265) (28,653)
Security deposits with affiliates (289,121) - -
Dues to affiliates 28,444 (82,026) -
Other current assets (289,434) (559,577) 1,019,417
Other assets (1,078,650) (469,106) (770,509)
Trade accounts payable 495,719 (321,156) 447,496
Billings in excess of costs and estimated earnings on uncompleted contracts 17,756 31,728 1,095,958
Taxes payable 765,883 (1,937,507) 6,298,724
Accrued expenses 1,821,899 4,081,392 4,219,751
Other current liabilities 1,094,387 (371,119) 2,130,970
Other liabilities 2,404,007 2,107,034 2,862,149
Net cash provided by operating activities 7,994,445 29,271,402 50,158,993

Investing activities

Purchase of property, plant and equipment

Proceeds from sales of property, plant and equipment
Purchase of investments

Proceeds from sale of investments

Net cash used in investing activities

Financing activities:

Repayment of short-term borrowings from banks, net
Repayment of capital lease obligation

Repayment on long-term debt

Dividends on common shares

Proceeds from issuance of redeemable common shares, net
Repurchase of common shares from promoter shareholders

(11,071,665)

(15,497,427)

(12,848,621)

Distribution to promoter shareholders on acquisition of Patni Computer Systems Inc. (10,248,750)

Acquisition of Patni Computer Systems Inc. shares from promoter shareholders

Net cash (used in) provided by financing activities

241

33,076 53,726 17,619
(23,948,116) (10,786,227) (76,103,451)
32,350,354 13,644,294 42,822,532
(2,636,351) (12,585,634) (46,111,921)
130,196 2,366,597 (5,761,281)
1,551,620 754,184 (1,866,180)
(889,300) (834,550) (5,942,383)
(2,271,028) (269,244) (850,173)
5,970,073 - 55,535,250
(7,281,298)
- (30,746,250)
(1,250) - (3,750)
(5,758,439) 2,016,987 3,083,935




Patni Computer Systems Limited

Effect of exchange rates changes on cash and cash equivalents (1,076,265) (621,759) 14,614
Net increase/(decrease) in cash and cash equivalents (1,476,610) 18,080,996 7,131,007
Cash and cash equivalents at the beginning of year 9,050,843 7,574,233 25,655,229
Cash and cash equivalents at end of year $7,574,233 $25,655,229 $32,800,850
Interest paid $1,861,910 $1,734,459 $581,018
Income taxes paid $6,034,445 $1,970,000 $3,751,080
Supplemental information of non cash investing and financing activities:

Additions to property, plant and equipment, represented by capital lease obligations  $1,663,593 $1,168,157 $369,425
Stock dividend $- $1,997,336 $-
Reclassification of common shares on account of sale by promoter shareholders $8,880,000 $- $39,496,678
Accretion of redeemable common shares $509,392 $2,694,613 $9,752,506
Reclassification of redeemable common shares on account of sale to promoter shareholders $5,947,775

See accompanying notes to the consolidated financial statements.

Notes to the Consolidated Financial Statements

1 Organization and nature of business

111

112

113

211

Patni Computer Systems Limited (“Patni”) is a company incorporated in India under the Indian Companies Act, 1956. C
September 18, 2003 Patni converted itself from a private limited company into a public limited company and changed
name from Patni Computer Systems (P) Limited to Patni Computer Systems Limited. Patni Computer Systems (UK) Limite
(“Patni UK”, a company incorporated in the UK) and Patni Computer Systems GmbH (“Patni GmbH”, a company incorporate
in Germany) were incorporated as 100% subsidiaries of Patni. Patni Computer Systems, Inc. (“Patni USA” formerly know
as Data Conversion Inc “DCI"), a company incorporated in Massachusetts, USA was an entity under common control
the Patni family. In September 2002, Patni USA became a 100% subsidiary of Patni.

Patni together with its subsidiaries (collectively, “Patni Group” or “the Company”) is engaged in IT consulting and software
development. Patni has offshore development facilities located in India. Patni also operates dedicated Offshore Developrm
Centres for large clients providing them with capabilities for knowledge retention, resource continuity and projec
management. The Company offers software support and development services mainly in the areas of re-engineer
maintenance, development, ERP implementations, embedded systems, data warehousing and e-commerce. Patni USA,

UK and Patni GmbH are primarily engaged in business development and marketing activities in the US, UK and Germa
respectively.

These financial statements were prepared previously on a combined basis by virtue of Patni and its subsidiaries and P
USA being entities under common control of the Patni family. In October 2000, Patni acquired 25% of the outstandin
common stock of Patni USA, from members of the Patni family (‘Promoter shareholders’) for a consideration of $10,250,00
The acquired Patni USA, stock was recorded earlier as treasury stock at its book value and the excess of the amount
over the book value of the acquired stock was charged to retained earnings as distribution to shareholders. In September Z
Patni acquired the balance 75% of the outstanding common stock of Patni USA from members of the Patni family for
consideration of $30,750,000. In these consolidated financial statements, this acquisition has been accounted as combin:
of entities under common control. Accordingly, the excess of the amount paid over the book value of the acquired stock
been charged to retained earnings as distribution to shareholders. Since, the accounts of these entities were stated at
historical amounts for all periods presented, no adjustments were required for purposes of restating the financial statem
on a consolidated basis for the period of the combination and for prior periods other than restatement of 25% treasury st
of Patni USA, which has been adjusted against the outstanding stock of Patni USA, for all the prior periods presented
these financial statements.

Summary of significant accounting policies

Basis of preparation of financial statements

These financial statements of the Company have been prepared on a consolidated basis in accordance with accoul
principles generally accepted in the United States (‘US GAAP’). All significant inter-company transactions have bee
eliminated on consolidation.
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2.1.10

2111

Accounting Estimates

The preparation of financial statements in conformity with US GAAP requires that management makes estimates a
assumptions that affect the reported amount of assets and liabilities and disclosures of contingent assets and liabilitie
of the date of the financial statements and the reported amounts of revenue and expenses during the reporting pel
Management believes that the estimates used in the preparation of the consolidated financial statements are prudent
reasonable. The actual results could differ from these estimates.

Revenue and cost recognition

The Company derives its revenues primarily from software services. Revenue with respect to time-and-material contract
recognised as related services are performed. Revenue with respect to fixed-price contracts is recognized on a percer
of completion basis, measured by the percentage of costs incurred to-date to estimated total costs for each contract.
method is used because management considers costs to be the best available measure of progress on these contre

Contract costs include all direct costs such as direct labor and those indirect costs related to contract performance, suc
depreciation and satellite link costs. Selling, general, and administrative costs are charged to expense as incurred. Provis
for estimated losses on uncompleted contracts are made in the period in which such losses are determined. Changes i
performance, job conditions, estimated profitability and final contract settlements may result in revision to costs ar
income and are recognised in the period in which the revisions are determined, as change in estimates.

The asset, “Cost and estimated earnings in excess of billings on uncompleted contracts”, represents revenues recogr
in excess of amounts billed. These amounts are billed after the milestones specified in the agreement are achieved an
customer acceptance for the same is received. The liability, “Billings in excess of costs and estimated earnings on uncomple
contracts”, represents billings in excess of revenues recognized.

Direct and incremental contract origination and set up costs incurred in connection with support/maintenance servi
arrangements are charged to expense as incurred. These costs are deferred only in situations where there is a contre
arrangement establishing a customer relationship for a specified period. The costs to be deferred are limited to the exter
future contractual revenues. Further, revenue attributable to set up activities is deferred and recognised systematically
the periods that the related fees are earned, as services performed during such period do not result in the culmination
separate earnings process.

Warranty costs on sale of services are accrued based on managements’ estimates and historical data at the time re
revenues are recorded.

The Company grants volume discounts to customers in the form of free services in future. The Company accounts for si
volume discounts by allocating a portion of the revenue on the related transactions to the service that will be delivered
future. During the current period, the Company adopted EITF 01-14 “Income Statement Characterisation of Reimburseme
Received for ‘Out of Pocket’ Expenses Incurred”, accordingly reimbursement of out of pocket expenses received fro
customers have been included as part of revenues. Reported data for previous periods have been reclassified to me
comparable with the current presentation. These reclassifications had no impact on reported net income.

Cash and cash equivalents

The Company considers investments in highly liquid deposits with an original maturity of three months or less at the da
of deposit to be cash equivalents.

Investments

Management determines the appropriate classification of investment securities at the time of purchase and re-evalus
such designation at each balance sheet date. At December 31, 2002, all investment securities were classified as avail:
for-sale and consisted of units of mutual funds.

Available-for-sale securities are carried at fair market value with unrealised gains and losses, net of deferred income ta;
reported as a separate component of other comprehensive income in the statement of shareholders’ equity and ¢
comprehensive income. Realised gains and losses, and decline in value judged to be other than temporary on available
sale securities are included in the consolidated statements of income. The cost of securities sold or disposed is determ
on ‘first in first out’ basis.
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2.1.15

2.1.16

2117

2118

Patni Computer Systems Limited

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and amortisation. Assets under ca
leases are stated at the present value of minimum lease payments. Gains and losses on disposals are included i
consolidated statements of income at amounts equal to the difference between the net book value of the disposed a:
and the net proceeds received upon disposal. Expenditures for replacements and improvements are capitalised, wherez
cost of maintenance and repairs is charged to income when incurred.

Property, plant and equipment are depreciated over the estimated useful life of the asset using the straight-line metf
once the asset is ready for its intended use. The cost of software obtained for internal use is capitalised and amortised
the estimated useful life of the software. The estimated useful lives of assets are as follows:

Buildings 40 years
Leasehold premises and improvements Over the lease period
or the useful lives of the assets, whichever is shorter
Computer — Hardware and software y8ars
Furniture and fixtures 8 years
Other equipment 5-8 years
Vehicles 5 years

Impairment of long-lived assets and long-lived assets to be disposed

Long-lived assets and certain identifiable intangibles are reviewed for impairment whenever an event or changes
circumstances indicate that the carrying amount of such assets may not be recoverable. Recoverability of assets to be
and used is measured by a comparison of the carrying amount of an asset to future net undiscounted cash flows expe
to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognised is measut
the amount by which the carrying amount of the assets exceeds the fair value of assets. Assets to be disposed of
reported at the lower of the carrying amount or fair value less cost to sell.

Foreign currency transactions

Transactions in foreign currencies are translated into the functional currency at the rates of exchange prevailing at the c
of the transaction. Resulting gains or losses from settlement of such foreign currency transactions are included in
consolidated statements of income. Unsettled monetary assets and liabilities denominated in foreign currencies are transl
into the functional currency at the rates of exchange prevailing at the balance sheet date. Transaction gain or loss ari:
from change in exchange rates between the date of transaction and period end exchange rates are included in the consoli
statements of income.

Foreign currency translation

The functional currency for the companies within the Patni group are the applicable local currencies except that t
functional currency of Patni’s branch offices in the US, Japan, Sweden and Australia is the Indian Rupee.

The accompanying consolidated financial statements are reported in U.S. Dollars. The translation of the Indian Rupee, |
Pound and Euro into U.S. Dollars is performed for balance sheet accounts using the exchange rate in effect at the balz
sheet date and for revenue and expense accounts using an appropriate monthly weighted average exchange rate f
respective periods. The gains or losses resulting from such translation are reported in other comprehensive income in
statement of shareholders’ equity and other comprehensive income.

Income taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognised fo
future tax consequences attributable to differences between the financial statement carrying amounts of existing assets
liabilities and their respective tax bases and operating loss carry forwards. Deferred tax assets and liabilities are measit
using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expe
to be recovered or settled. The effect on deferred tax assets and liabilities of changes in tax rates is recognised in resul
operations in the period that includes the enactment date. The measurement of deferred tax assets is reduced, if nece:
by a valuation allowance for tax benefits whose future realisation is uncertain.
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2.1.20

2121

2122

2123

2124

311

312

Concentration of credit risk

Financial instruments that potentially subject the Company to concentration of credit risks consist principally of cash, ca:
equivalents, investments and accounts receivables. Cash and cash equivalents are invested with corporations, final
institutions and banks with investment grade credit ratings. To reduce credit risk, investments are made in a diversifi
portfolio of mutual funds, which are periodically reviewed. To reduce its credit risk on accounts receivables, Patni transa
with well-known companies and performs ongoing credit evaluations of customers.

Retirement benefits to employees

Contributions to defined contribution plans are charged to income in the period in which they accrue. Current servic
costs for defined benefit plans are accrued in the period to which they relate, based on actuarial valuation performed by
independent actuary. Prior service costs, if any, resulting from amendments to the plans are recognised and amortized |
the remaining period of service of the employees.

Derivatives and hedge accounting

OnJanuary 1, 2001, the Company adopted SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities :
amended, when the rules became effective for companies with fiscal year ending December 31, 2001.

The Company enters into forward foreign exchange contracts where the counter party is generally a bank. The Comp:
purchases forward foreign exchange contracts to mitigate the risk of changes in foreign exchange rates on accot
payable and forecasted cash flows denominated in foreign currencies. Although these contracts are effective as hec
from an economic perspective, they do not qualify for hedge accounting under SFAS No. 133, as amended. Any derivat
that is either not designated hedge, or is so designated but is ineffective as per SFAS No. 133, is marked to market
recognised in earnings immediately.

Earnings per share

Inaccordance with SFAF No. 128, Earnings per Share, basic earnings per share is computed using the weighted ave
number of common and redeemable common shares outstanding during the period. The Company did not have any dilu
potential common shares that were outstanding during the reporting periods.

Reclassifications

Certain reclassifications have been made in the financial statements of prior years to conform to classifications used in
current year.

Accounts receivable
Accounts receivable consist of the following:

At December 31, 2001 2002

Receivables $34,638,888 $49,453,677

Less: Allowances for doubtful accounts (1,859,269) (3,241,990)
$32,779,619 $46,211,687

The activity in the allowance for doubtful accounts receivable for the years ended December 31, 2001 and 2002 is as follo

At D mber 31, 2001 2002

Allowance for doubtful accounts at beginning of year $1,006,967 $1,859,269

Additions charged to bad debt expense 1,071,198 1,747,877

Write-downs charged against the allowance (218,896) (365,156)

Allowance for doubtful accounts at the end of year $1,859,269 $3,241,990
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Costs and estimated earnings in excess of billings and billings in excess of costs and estimated earnings on uncompleted

contracts

At December 31, 2001 2002

Costs incurred on uncompleted contracts $2,768,809 $6,383,421

Estimated earnings 6,346,323 8,652,389

9,115,132 15,035,810

Less: Billings to date 6,710,842 13,086,250
$2,404,290 $1,949,560

Included in the accompanying balance sheet under the following captions:

Costs and estimated earnings in excess of billings on uncompleted contracts $2,684,037 $3,341,043

Billings in excess of costs and estimated earnings on uncompleted contracts (279,747) (1,391,483)
$2,404,290 $1,949,560

Other current assets

Other current assets consist of the following:

At December 31, 2001 2002

Advances $140,831 $10,052

Prepaid expenses 363,319 424,044

Prepaid gratuity costs 118,143 93,892

Deposits 129,103 224,734

Others 1,105,183 105,153
$1,856,579 $857,875

Advances are net of provision for doubtful advances of $41,562 and $37,916 in 2001 and 2002 respectively.
Property, plant and equipment
Property, plant and equipment consists of the following:

At December 31, 2001 2002
Land (Leasehold) $922,398 $713,942
Land (Freehold) 22,561 22,598
Buildings and leasehold improvements 12,061,598 14,727,556
Computer — Hardware 9,842,409 13,155,372
Computer — Software 3,993,173 5,732,551
Furniture and fixtures 5,511,715 7,238,007
Other equipment 5,092,939 7,980,006
Vehicles 1,058,409 1,430,784
Capital work-in-progress 60,384 111,548
Capital advances 617,631 496,133
39,183,217 51,608,497

Less: Accumulated depreciation and amortisation 11,509,114 17,438,113
$27,674,103 $34,170,384

Depreciation and amortisation expense on property, plant and equipment was $3,830,590, $4,588,107 and $6,457,986 for 2
2001 and 2002 respectively. This includes amortisation for computer software of $533,191, $775,524 and $1,079,378 for 20
2001 and 2002 respectively. Additions to computer software during 2001 and 2002 amounted to $1,462,121 and $1,713,
respectively. Accumulated amortisation on computer software at December 31, 2001 and 2002 amounted to $2,275,237
$3,369,323 respectively.

During 2001, Patni acquired leasehold land rights aggregating to $832,694, in respect of which it is required to comple
construction activities within a period of five years, commencing July 23, 2001, in absence of which the lessor has an opti
to revoke the transfer of such rights without repayment of the lease premium. In the previous year, Patni commenc
construction related primary activities in relation to this land. In the current year, Patni has decided not pursue eonstructi
activities in relation to this land on account of adverse technical condition of this land. Accordingly, the carrying value ha
been reduced to fair value based on management’s estimate of future realisations upon sale of such land. In this rega
charge of $289,490 has been included in selling general and administrative expenses.
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Investments
711

Investment securities consist of the following:
As of December 31, 2001

Carrying Gross unrealised Gross unrealised

holding gains holding losses Fair value
Available for sale:
Mutual fund units $636,922 $484 $(153,960) $483,446
Total 7$636,922 T 3484 $(153,960) $483,446

As of December 31, 2002
Carrying Gross unrealised Gross unrealised

holding gains holding losses Fair value
Available for sale:
Mutual fund units $34,688,732 $702,640 $(50,206) $35,341,166
Total $34,688,732 " $702,640 $(50,206)  $35,341,166

Dividends from securities available for sale, during the years ended 2000, 2001 and 2002 were $279,234, $395,415
$131,772 respectively and are included in other income. Proceeds from the sale of securities, available for sale w
$13,644,294 and $42,822,532 during 2001 and 2002 respectively. Gross realized gains on sale of securities, available for
in 2000, 2001 and 2002 were $2,480,512, $189,411 and $473,750 respectively, and gross realized losses on sale of secu
available for sale in 2000, 2001 and 2002 were $16,751, $281,003 and $82,881 respectively.

Provision for other than temporary diminution, in the value of investments in 2000, 2001 and 2002 was $nil, $60,722 and $
respectively.

8 Other assets

811

Other assets consist of the following:

At December 31, 2001 2002
Security deposits $979,366 $1,250,319
Due from employees 93,763 71,140
Pension intangibles 772,778 1,283,928

$1,845,907 $2,605,387

9 Currentinstalments of long term debt

9.11

Patni issued secured non-convertible debentures (“NCDs”) of Rs.120 million (approximately $2.5 million) in November 199
to Standard Chartered Grindlays Bank Ltd. Interest was payable half yearly on these debentures. The initial rate of inter
was 13.75% and the lender could reset the interest every three months starting May 1999 till redemption. The rate of intel
was reset to 12% per annum effective November 2001. The loan was repayable in three equal instalments in November 2
November 2001 and November 2002. In November 2000 and 2001, Patni carried out phase | and phase Il respectively, of
redemption. The final phase of the redemption was carried out on November 26, 2002. The above NCDs were securec
hypothecation of inventory and accounts receivable.

10 Accrued expenses

10.1.1 Accrued expenses consist of the following:

At December 31, 2001 2002

Employee costs $5,440,418 $8,089,679

Others 1,847,202 3,512,120
$7,287,620 $11,601,799
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11 Other current liabilities

11.1.1 Other current liabilities consist of the following:
At December 31, 2001 2002
Taxes payable $586,218 $753,739
Capital expenditure payable 363,687 412,741
Provident fund dues payable 212,340 243,621
Others 59,878 1,999,795
$1,222,123 $3,409,896

12. Leases

12.1.1 Patni USA has operating lease agreements, primarily for leasing office space, that expire over the next 1-5 years. Th
leases generally require Patni USA to pay certain executory costs such as taxes, maintenance and insurance.

12.1.2 Patni had acquired land and buildings in 1998, 2000 and 2001 under three capital leases, that were to expire in 2008, 2004
2005 respectively. However, in September 2002, Patni has repaid in full the obligation outstanding under these leases.

12.1.3 Patni has also acquired certain vehicles under capital lease for a non-cancellable period of 4 years. The gross am
recorded under such capital lease is $96,680 and $474,152 with accumulated depreciation of $3,619 and $69,456 at Dece
31, 2001 and 2002 respectively.

12.14 The depreciation expense in respect of the above assets aggregated $28,607, $53,486 and $137,034 in 2000, 2001 anc
respectively.

12.1.5 Patni has operating lease agreements, primarily for leasing office and residential premises. These agreements provide
cancellation by either party with a notice period ranging from 30 days to 120 days. Some leases contain a clause for rene
of the lease agreement. Some leases provide for annual renewal of the lease payments.

12.1.6 Future minimum lease payments under non cancellable operating leases (with initial or remaining lease terms in exces
one year) and future capital lease payments at December 31, 2002 are as follows:

At December 31, Capital leases Operating leases
2003 $136,605 $1,738,232
2004 136,605 1,313,047
2005 132,390 486,884
2006 60,446 139,296
2007 - 13,539
Beyond 2007 - -
Total minimum lease payments 466,046 $3,690,998
Less: Amount representing interest 55,429

Present value of net minimum capital lease payments 410,617

Less: Current instalments of obligations under capital leases 109,935

Obligations under capital leases, excluding current instalments $300,682

12.1.7 Rental expense for all operating leases for 2000, 2001 and 2002 was $1,318,402, $1,870,793 and $2,754,214 respectively

13 Other liabilities

1311

Details of other liabilities are set out below:

At December 31, 2001 2002
Provision for leave encashment $3,042,703 $4,639,048
Provision for pension benefits 1,735,754 3,234,334
Others 68,704 50,648
"$4,847,161 T $7,924,030

14 Shareholders’ equity

1411

Common shares

For local statutory purposes, the Company has only one class of equity shares. However, for accounting purpos
common shares which can be put back to the Company have been reclassified as redeemable common shares, il
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consolidated financial statements. For all matters submitted to vote in the shareholders’ meeting, every holder of equ
shares, as reflected in the records of the Company on the date of the shareholders meeting shall have one vote in re:
of each share held. In the event of liquidation of the affairs of the Company, all preferential amounts, if any, shall b
discharged by the Company. The remaining assets of the Company after such discharge shall be distributed to the hol
of equity shares in proportion to the number of shares held by them.

InSeptember 2002, the Company issued 20,161,868 unregistered American Depository Receipts (“ADRS”) representi
20,161,868 equity shares aggregating $57,000,000. The equity shares represented by ADRs carry equivalent rights \
respect to dividends and voting as the other equity shares.

Retained earnings and dividends

Retained earnings as of December 31, 2002 include profits aggregating $5,280,411, which are not distributable as divide
under Indian Companies law. These relate to earmarking of profits on redemption of preference shares and purchas
common stock by Patni from promoter shareholders.

The ability of Patni to declare and pay dividend under the Indian Companies Act, 1956 is determined by its distributab
profits as shown by its statutory accounts. When Patni wishes to declare dividends, it is required as per the Indi
Companies Act, 1956 to transfer upto 10% of its net income (after the deduction of any accumulated deficit) computed
accordance with current regulations to a general reserve before a dividend can be declared. Also, the remittance
dividends outside India is governed by Indian law on foreign exchange. Dividend payments are also subject to applical
taxes.

Dividends paid by Patni and Patni USA during each of the three years are as follows:

Year Patni Patni USA
Amount of Dividend per Amount of Dividend per
dividend (in share $ dividend share $
equivalent $)
2000 - - 50,000 10.00
2001 212,994 0.002 75,000 15.00
2002 850,173 0.008 75,000 15.00
Stock Split

OnJune 26, 2001, Patni’'s Board of Directors approved a five for one stock split and three for one stock dividend. In line wi
legal requirements, the stock dividend was recorded by capitalising $1,997,336 from retained earnings, representing the
value of shares issued as stock dividend.

All references in the consolidated financial statements to the number of shares and per share amounts of Patni’'s comi
stock have been retroactively restated to reflect the increased number of common shares outstanding resulting from
above changes in the capital structure.

Redeemable common shares

OnOctober 24, 2000, Patni issued 3,735,000 equity shares of $0.01 to GE aggregating $5,970,073. Further, the prom
shareholders of Patnii.e. the members of the Patni Family also sold 5,625,000 equity shares to GE aggregating $9,000,
Pursuant to the shareholders’ agreement dated September 2000, Patni was required to make an initial public offering (‘IP
of its equity shares for the purposes of being listed on a recognised stock exchange within a period of 18 months from
date of allotment of shares to GE.

Inthe event the IPO did not occur within such period, GE had a right requiring Patni to buy back its shares at the higher
the fair market value or a price which would guarantee a minimum rate of return of 18% per annum to GE, if the buy back w
concluded between the 18th month and the 30th month from the date of allotment gf shares. In case the buy back
concluded later than 30 months from the date of allotment, the premium payable afterriren80was to be 21% per
annum.

Since, all the above shares could be put back to Patni, equity shares allotted by the Company aggregating $5,970,073
reflected as redeemable common shares and in respect of the equity shares sold by the promoter shareholders to GE,
credited $9,000,000 to redeemable common shares by reclassifying the amounts from retained earnings and outstan
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common shares. Patni recorded accretion on these shares aggregating $509,392 and $2,694,613 in the years 2000 anc
respectively at the guaranteed rate of return of 18 % from the date of issuance until December 31, 2001. These amounts
included in the carrying value of redeemable common shares. Subsequently on September 5, 2002, Patni issued 20,161
common shares of $ 0.04 each to GA aggregating $ 57,000,000. In this regard, the price at which Patni issued common st
to GA has been considered as fair market value for the purposes of recording accretion in respect of the above redeem
common shares of GE in the consolidated financial statements during the current year ended December 31, 2002 aggreg
$8,287,756.

On July 15, 2002, Patni entered into a new shareholders agreement (“new SHA”") with GA, GE and promoter shareholders
accordance with the new SHA, Patni is required to make an IPO of its equity shares within a period of 36 months from t
date of issue of shares to GA. In the event an IPO does not occur within such period, GE and GA shall have a right to req
Patni to buy back their common shares and those of the other members of each of their Group at a price which will be hig
of the price at which shares were issued to GA or such price as is determined by the Board of Directors of Patni.

Incase Patni does not or cannot buy back all of GE and GA's common shares and those of the members of their Group
there is a residual shareholding, then GE and GA shall have a right to offer such residual shareholding to the promc
shareholders on a pro rata basis. In case Patni and/or the promoter shareholders do not yet acquire all of GE’s and (
shares, then GE, GA and the promoter shareholders shall have the right to affect the sale of such residual shares to any
party reasonably acceptable to the majority of the Board of Directors of Patni. However, in the event that there is still
residual shareholding after exercising the above options, then GE and GA shall be entitled to require the promoter sharehol
to effect a strategic sale of such part of their shareholding in Patni, to enable GE and GA to dispose its residual gharehold

Since, the new SHA also gives GA and GE a right to put back the shares to Patni, common shares allotted by Patni to
aggregating $57,000,000 have been reflected as redeemable common shares. Net expenses incurred in connection
issuance of these redeemable common shares aggregating $1,464,750 have been adjusted from the related proceeds
corresponding amount has been accreted from retained earnings. Similarly, common shares sold to GA by the prom
shareholders have also been credited as redeemable common shares (based on the price at which shares have been
by Patni to GA) by reclassifying the amounts from retained earnings aggregating $39,496,678 and outstanding comm
shares aggregating $376,098.

Ager the new SHA, in September 2002, GE sold certain of its redeemable common shares to promoter shareholders, w
are not subject to redemption. Accordingly, accretion recorded in respect of such shares in earlier periods aggregat
$5,947,775 has been credited to additional paid in capital and the paid up value of such shares aggregating $14,059 has
reclassified from outstanding redeemable common shares to outstanding common shares.

Agper the new SHA, the price at which Patni is required to buy back the shares will be higher of the price at which shar
were issued to GA or such price as is determined by the Board of Directors of Patni at the time of such buy back. Howev
there is no defined measurement method specified in the new SHA in relation to the redemption amount. In this regard,
Company believes that since the redemption price for such shares cannot be considered to be ‘fixed or determinable’
accordance with EITF D-98 on ‘Classification and Measurement of Redeemable Securities’, the Company has not |
measured the shares issued to GA and GE at each reporting period.

Repurchase of common shares
InDecember 2002, Patni repurchased 2,476,019 common shares from the promoter shareholders aggregating $7,281,2'

15 Comprehensive income

1511

The accumulated balances for each classification of comprehensive income are as follows:

Unrealised Minimum Accumulated

Translation gain/(loss) on pension comprehensive

adjustment investment, net liability, net income
Balance as at January 1, 2000 (5,132,949) 2,150,402 - (2,982,547)
Current year change (1,818,964) (2,040,226) - (3,859,190)

Balance at December 31, 2000 (6,951,913) 110,176 - (6,841,737)
Current year change (1,022,565) (238,088) - (1,260,653)
Balance at December 31, 2001 $(7,974,478) $(127,912) - $(8,102,390)
Current year change 888,564 542,842 (165,850) 1,269,096

Balance at December 31, 2002 $(7,085,914) $414,930 $(165,850) $(6,836,834)
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16 Income tax

16.11

16.1.2

16.1.3

16.14

Ptal income taxes for the years ended December 31, 2000, 2001 and 2002 were allocated as follows:

Income from continuing operations
Shareholders’ equity, for

- unrealised holding gain/loss on investment securities, recognised
for financial reporting purposes

- minimum pension liability

Income tax expense attributable to income from continuing operations consists of the following:

Current taxes
Domestic

Foreign
Deferred taxes
Domestic

Foreign

Total income tax expense

The tax effect of temporary differences that give rise to significant portion of deferred tax assets and liabilities teé presen

below:

Deferred tax assets:

Accrued expenses and provisions

Accounts receivable

Property, plant and equipment

Other than temporary diminution in the value of available for sale securities
Unrealised loss on available for sale securities

Minimum pension liability

Gross deferred tax assets

Less: Valuation allowance

Net deferred tax assets
Deferred tax liabilities:
Costs and estimated earnings in excess of billings on uncompleted contracts
Property, plant and equipment
Undistributed earnings of US branch
Unrealised gain on available for sale securities
Others
Total deferred tax liabilities
Classified as
Deferred tax assets-
Current
Non current
Deferred tax liabilities-
Current
Non current

Inassessing the realisability of deferred tax assets, management considers whether it is more likely than not, that sc
portion, or all, of the deferred tax assets will not be realised. The ultimate realisation of deferred tax assets isufgpendent
the generation of future taxable income during the periods in which the temporary differences become deductible. Managern
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2000 2001 2002
$4,706,791 $4,414,886 $8,588,856
(312,413) (10,547) 263,068
- - (9,676)
$4,394,378 $4,404,339 $8,842,248
2000 2001 2002
$869,542 $91,489 $1,093,733
4,649,330 4,536,580 9,333,210
5,518,872 4,628,069 10,426,943
(302,152) (13,111) 214,332
(509,929) (200,072) (2,052,419)
(812,081) (213,183) (1,838,087)
$4,706,791 $4,414,886 $8,588,856

2001 2002
$1,710,818 $3,051,735
591,405 1,077,387
23,324 -
12,146 12,524
25,564 -
- 9,676
2,363,257 4,151,322
12,146 74,001
$2,351,111 $4,077,321
$(466,900) $(61,259)
(216,710) (528,197)
(350,000) (533,517)
(237,504)
(217,236) (40,555)

$(1,250,846)

$(1,401,032)

1,224,152
39,436

(163,323)

3,326,901

(209,155)
(441,457)
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considers the projected future taxable income, tax planning strategies and impact of tax exemptions currently available
the Company, in making this assessment. Based on the level of historical taxable income and projections for future taxe
incomes over the periods in which the deferred tax assets are deductible, management believes that it is more likely than
the Company will realise the benefits of those deductible differences, net of existing valuation allowances. Taxable incor
for the years 2000, 2001 and 2002 aggregated $13,845,645, $3,862,810 and $13,704,460 respectively.

Deferred tax liability in respect of undistributed earnings of Patni’s foreign subsidiary as at 2001 and 2002 aggregatir
$363,050 and $441,564 respectively has not been recognised in the financial statements, as such earnings are conside
be indefinitely re-invested.

The reported income tax expense attributable to income from continuing operations differed from amounts computed
applying the enacted tax rate to income from continuing operations before income-taxes as a result of the following:

2000 2001 2002
Income before income taxes $26,870,358 $30,731,520 $44,600,733
Weighted average enacted tax rate in India 39.55% 36.66% 36.49%
Computed expected income tax expense $10,627,227 $11,266,175 $16,274,807
Effect of:
Income exempt from tax in India (6,227,894) (9,153,640) (13,070,268)
Changes in valuation allowance 473 12,146 61,843
Income from India operations charged at other than statutory tax rate (305,489) (13,441) 44,842
Non-deductible expenses 464,768 360,095 275,742
US State taxes paid, net of federal tax benefit 624,654 346,232 298,063
Foreign income taxed at (lower)/higher rates (647,422) 1,589,198 4,695,155
Change in statutory tax rate on deferred taxes 3,349 40,126 9,822
Others 167,125 (32,005) (1,150)
Reported income tax expenses $4,706,791 $4,414,886 $8,588,856

Asubstantial portion of the profits of the Group’s India operations are exempt from Indian income tax, being profit:
attributable to export operations and profit from undertakings situated at Software Technology Parks. Under the tax holid:
the tax payer can utilise exemption of profits from income-taxes for a period of ten consecutive years. The Company f
opted for this exemption for undertakings situated in Software Technology Parks and these exemptions expire on varic
dates between years 2005 and 2010. The aggregate effect on net income of the tax holiday and export incentive scheme
$5,687,356, $8,836,634 and $13,508,394 for 2000, 2001 and 2002 respectively. The exemption relating to profits attributabl
export operations is being withdrawn in a phased manner over a period of five financial years commencing from April 1, 20C

17 Retirement benefits to employees

1711

1712

17.1.3

Gratuity benefits

Inaccordance with the Payment of Gratuity Act, 1972, Patni provides for gratuity, a defined retirement plan covering &
employees. The plan provides a lump sum payment to vested employees at retirement or termination of employment ba
on the respective employee’s defined portion of last salary and the years of employment with the Company.

Patni contributes each year to a gratuity fund based upon actuarial valuations performed by an actuary. The fund
administered by Patni through a trust set up for the purpose.

All assets of the plan are owned by the trust and comprise of approved debt and other securities and deposits with ba
By statute, the plan is required to maintain its investments in such securities.
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With regard to Patni’'s Gratuity Plan, the following table sets forth the plan’s funded status and amounts recognized in t
Company'’s consolidated balance sheets:

At December 31, 2001 2002
Change in benefit obligation
Projected benefit obligation (“PBO”) at January 1, $760,618 $1,051,661
Service cost 188,564 264,237
Interest cost 84,241 105,647
Exchange (gain)/loss (28,667) 8,202
Actuarial loss 65,880 236,038
Benefits paid (18,975) (32,973)
PBO at December 31, 1,051,661 1,632,812
Change in plan assets
Fair value of plan assets at January 1, 1,531,804 773,481
Actual return on plan assets 50,250 257,685
Employer contributions 231,199 290,652
Benefits paid (18,975) (32,973)
Exchange gain/loss (20,797) 7,090
Plan assets at December 31, 773,481 1,295,935
Funded status (278,180) (336,877)
Unrecognised actuarial loss 384,330 420,091
Unrecognised transition obligation 11,993 10,678
Net amount recognised $118,143 $93,892
Prepaid benefit cost (included in ‘other current assets’) $(118,143) $(93,892)
Net gratuity cost included the following components:
Year ended December 31, 2000 2001 2002
Service cost $110,352 $188,564 $264,237
Interest cost 51,226 84,241 105,647
Expected return on assets (60,053) (65,008) (83,369)
Amortization 8,740 26,533 28,313
Net gratuity cost $110,265 $234,330 $314,828
Key assumptions used in accounting for the gratuity plan were as follows:

2000 2001 2002
Discount rate (%) 11.5 10.5 7.5
Expected long term return on plan assets (%) 11 10 7

For the actuarial valuation at December 31, 2002 compensation levels have been assumed to increase at 15% per annu
the 1 year, 10% per annum for next 2 years and 7% per annum thereafter as against 10% per annum used in the prev
valuation for all the future years. For the valuation as on December 31, 2000, compensation levels were assumed to incr
at 25% per annum in the first year, 20% per annum in the second year, 12% per annum for a period of next 5 years and :
per annum thereafter.

Pension benefits

Asper employment contracts dated October 24, 2000, certain directors of the Company are entitled to receive pens
benefit upon retirement or on termination from employment @ 50% of their last drawn monthly salary. The pension i
payable from the time the eligible director reaches the age of sixty-five and is payable to the director or the survivir
%spo&Jsg. The liability for pension is actuarially determined and periodically recognised by the Company. The plan is n
unded.

With regard to the Company'’s Pension Plan, the following table sets forth the plan’s funded status and amounts recogni:
in the Company’s consolidated balance sheet:

At December 31, 2001 2002
Change in benefit obligation

Projected Benefit Obligation (“PBQ”) at January 1, $2,367,575 $2,495,734
Service cost 89,356 89,590
Interest cost 269,468 259,576
Exchange (gain)/loss (73,900) 23,391
Actuarial (gain)/loss (156,765) 1,359,352
Benefits paid -

PBO at December 31, 2,495,734 4,227,643
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Funded status (2,495,734) (4,227,643)
Unrecognised net transition obligation 1,738,231 1,283,928
Unrecognised actuarial (gain)/loss (205,473) 1,168,835
Net amount recognised $(962,976) $(1,774,880)
Amounts recognised in the consolidated balance sheets are as follows:
Accrued benefit liability (included in ‘other liabilities’) $1,735,754 $3,234,334
Intangible assets (included in ‘other assets’) (772,778) (1,283,928)
Other comprehensive income - (175,526)
Net amount recognised $962,976 $1,774,880
Net periodic pension cost included the following components:
Year ended December 31, 2001 2002
Service cost $89,356 $89,590
Interest cost 269,468 259,576
Expected return on assets
Amortization 465,499 452,114
Net pension cost $824,323 $801,280
Assumptions used in accounting for the pension plan were as follows;

2001 2002

Discount rate (%) 10.5% per annum 7.5% per annum
Increase in compensation levels
Aghe assumed rates for the above defined benefit plan have a significant effect on the amounts reported, the managel

has assessed these rates as comparable with prevalent industry standards and its projected long-term plans of grov

10% per annum 10% per annum

Provident fund

All employees of Patni receive provident fund benefits through a defined contribution plan in which both the employee ar
employer make monthly contributions to the plan @ 12% each of the covered employee’s defined portion of salary. Tl
Company has no further obligations under the plan beyond the monthly contribution. Patni contributes to the Provide
Fund Plan maintained by the Government of India.

Patni contributed, $666,162, $1,056,933 and $1,129,145 to the Provident Fund Plan in 2000, 2001 and 2002 respectively.

18 Segmentinformation

1811

18.1.2

18.1.3

SFANo. 131, “Disclosures about Segments of an Enterprise and Related Information,” establishes standards for the w
enterprises report information about operating segments and related disclosures about products and services, geogre
areas and major customers. The Company'’s operations relate to providing IT services and solutions, delivered to custon
operating in various industry segments. Accordingly, revenues represented along industry classes comprise the princ
basis of segmental information set out in these consolidated financial statements. Secondary segmental reporting
performed on the basis of the geographical location of the customers. The accounting policies consistently used in
preparation of the consolidated financial statements are also consistently applied to individual segment information, a
are set out in the summary of significant accounting policies.

Industry segments of the Company comprise financial services, insurance services, manufacturing companies, and otl
such as energy and utilities, retail and hospitality companies. The Company evaluates segment performance and alloc
resources based on revenue growth. Revenue in relation to segments is categorised based on items that are individ
identifiable to that segment. Cost are not specifically allocable to individual segment as the underlying resources a
services are used interchangeably. Fixed assets used in the Company’s business or liabilities contracted have not |
identified to any of the reportable segments, as the fixed assets and services are used interchangeably between segn

Patni’'s geographic segmentation is based on location of the customers and comprises United States of America, Eurt
Japan and Others, which include Rest of Asia Pacific and Rest of the World. Revenue in relation to geographic segment
categorised based on the location of the specific customer entity for which services are performed irrespective of 1
customer entity that is billed for the services and whether the services are delivered onsite or offshore. Categorisatior
customer related assets and liabilities in relation to geographical segments is based on the location of the specific custo
entity which is billed for the services.
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Industry segments
December 31, 2000
Particulars Financial Insurance
services services Manufacturing Others Total
Revenue $15,924,000 $33,975,605 $23,610,394 $27,701,541 $101,211,540
December 31, 2001
Revenue $21,292,764 $48,703,929 $38,368,687 $34,197,575 $142,562,955
Accounts receivables 4,763,328 10,398,286 12,050,864 5,567,141 32,779,619
Billings in excess of cost and
estimated earnings (15,157) (63,773) (127,998) (72,819) (279,747)
Cost and estimated earnings in
excess of billings 136,616 418,205 672,346 1,456,870 2,684,037
December 31, 2002
Revenue $26,068,017 $71,634,062 $51,085,770 $39,485,913 $188,273,762
Accounts receivables 9,637,337 10,206,616 13,928,051 12,439,683 46,211,687
Billings in excess of cost and estimated (40,131) (104,681) (729,504) (517,167) (1,391,483)
earnings
Advance from customers - - - (2,309) (2,309)
Cost and estimated earnings in excess 197,210 188,494 1,159,498 1,795,841 3,341,043

of billings
Geographic segments

December 31, 2000

Particulars USA Europe Japan Others Total

Revenue $82,319,128 $11,467,777 $5,702,656 $1,721,979 $101,211,540
December 31, 2001

Revenue $120,348,872 $12,996,539 $7,056,950 $2,160,594 $142,562,955

Accounts receivables 27,840,110 3,576,056 122,923 1,240,530 32,779,619

Billings in excess of cost and

estimated earnings (162,202) (101,064) (6,709) (9,772) (279,747)

Cost and estimated earnings in

excess of billings 1,387,935 182,730 33,833 1,079,539 2,684,037
December 31, 2002

Revenue $164,891,166 $13,588,710 $6,704,769 $3,089,117 $188,273,762

Accounts receivables 40,062,425 4,593,792 109,598 1,445,872 46,211,687

Billings in excess of cost and

estimated earnings (1,201,276) (142,281) (27,860) (20,066) (1,391,483)

Advance from customers - - - (2,309) (2,309)

Cost and estimated earnings in
excess of billings 1,773,845 561,071 113,335 892,792 3,341,043

18.1.4 One customer accounted for 52%, 57% and 51% of the total revenues in 2000, 2001 and 2002 respectively. The rever
from this customer were across all the industry segments of the Company. Another customer in the Insurance indus
segment accounted for 10%, 11% and 16% of the total revenues in 2000, 2001 and 2002 respectively.

19 Earnings per share

Particulars 2000 2001 2002
Net income 22,163,567 26,316,634 36,011,877
Less: Accretion in relation to redeemable common shares 509,392 2,694,613 9,752,506
Income available to common and redeemable common share holders 21,654,175 23,622,021 26,259,371
Weighted average number of common and redeemable

common shares outstanding during the period 90,693,934 93,735,000 99,059,168
Basic and diluted earnings per share $0.24 $0.25 $0.27

19.1.1 Inaccordance with SFAS No. 128, Earnings per Share, the accretion recorded through retained earnings due to the exist
of the put option on the redeemable common shares, has been deducted from the net income to compute the inc
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available to the common and redeemable common shareholders.

20 Related party transactions

2011

20.1.2

20.1.3

20.14

2015

20.16

20.1.7

2018

20.1.9

20.1.10

20.1.11

The Company has various transactions with related parties, viz. PCS Industries Ltd. (‘PCSIL’), PCS Cullinet, PCS Financ
Ashoka Computers, (affiliates), PCS International, a subsidiary of PCSIL, various companies of the GE group (‘GE’) whic
is a shareholder in Patni, directors of Patni and their relatives.

Revenues

Patni USA, sells computer hardware to PCSIL. Such sales during 2000, 2001 and 2002 amounted to $303,156, $93,160
$64,242 respectively.

Expenses

Patni has taken certain residential properties under operating leases from certain affiliates and the Patni family. The ren
and other incidental charges paid for the same were $226,024, $235,424 and $273,636 in 2000, 2001 and 2002 respect
Outstanding security deposits under the operating leases placed by Patni with affiliates and the Patni family at Decem
31, 2001 and 2002 were $270,643 and $271,094 respectively.

Patni has given donations to public charitable trusts, the trustees of which are certain directors of the Company and tt
relatives. The donations paid during 2000, 2001 and 2002 were $55,580, $53,062 and $51,536 respectively.

Due from affiliates

Patni placed two deposits with PCSIL during 1999 aggregating $921,234 and $643,363 carrying interest at the rate of 18%
12% per annum respectively. During the year 2001, an additional deposit of $208,117 was placed with PCSIL carryil
interest at the rate of 12% per annum. Interest earned on these deposits amounted to $87,148, $100,351 and $133,557 ¢
2000, 2001 and 2002 respectively. In December 2002, PCSIL has repaid these amounts in full together with accrued inter

During the year 2000, Patni USA lent a sum of $4,700,000 to two of its shareholders secured by promissory notes. Intel
on both loans accrued at 6.21%. Interest earned on these loans amounted to $235,523, $261,853 and $212,362 in 2000,
and 2002 respectively. The terms of the loan required repayment of principal and accrued interest on December 31, 2(
However, in September 2002, these loans were repaid in full to Patni USA together with accrued interest.

Due from employees

Patni grants personal loans to employees and officers. Such loans are repayable in equal instalments over periods ran
from 6 - 60 months. The interest rate on these loans range from 0% to 10%. Loans outstanding at December 31, 2001 and .
were $216,232 and $127,129 respectively.

Patni USA grants personal loans to employees as well as advances to meet initial conveyance and living expenses. S
loans and advances are repayable over periods ranging upto 60 months and 6 months respectively. The interest rat
loans range from 0% to 10%. Balance outstanding of such loans and advances at December 31, 2001 and 2002 were $49
and $482,825 respectively.

Patni USA has also incurred certain expenses on behalf of its director. Amount receivable from the director at December
2001 and 2002 was $22,215 and $97,542 respectively.

Patni has given an interest-free advance for educational purposes to an employee who is a shareholder’s son. The adv
outstanding at December 31, 2001 and 2002 was $32,876 and $16,466 respectively and is included in amounts due f
employees. As per the terms of the advance, the employee is required after completion of his education, to continue v
Patni for a period of five years and additional two years at Patni’s option, failing which the advance is to be fully repaid t
Patni. The employee joined Patni on September 1, 1998. Patni is amortising this advance by the straight-line method ov
period of five years.

Transactions with the GE group

Patni USA and Patni UK sell software services to various companies of the GE group. Sales to GE during the year 2000, 2!
and 2002 amounted to $52,838,763, $80,919,347 and $95,482,937 respectively. This amounts to 52.2%, 56.8% and 50.7
total revenue during year 2000, 2001 and 2002 respectively. Receivables from various GE companies at December 31, 2
and 2002 amounted to $21,716,329 and $25,658,237 respectively. This amounts to 66.2% and 55.5% of total receivables
December 31, 2001 and 2002 respectively.
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20.1.12

20.1.13

GEcharges Patni USA for data link connections. Data link charges for 2000, 2001 and 2002 amounted to $439,162, $690,
and $543,558 respectively. Outstanding to GE at December 31, 2001 and 2002 on account of data link charges amountt
$70,829 and $80,322 respectively.

Guarantees

Patni has issued a counter guarantee on behalf of PCSIL of Rs.150,000,000 ($3,126,954) to a bank. The guarantee was i
on August 30, 1997 and is a continuing guarantee for the credit limits allowed by the bank to PCSIL. The amounts under t
guarantee are payable on demand. Further, the guarantee provides that until the bank has been repaid all amounts
therein, Patni will take no steps to enforce any right or claim against PCSIL for any reimbursement in respect of amounts p
by it to the bank.

21 Commitments and contingent liabilities

2111

2112

The Company is obliged under a number of contracts relating to capital expenditure. Estimated amounts remaining to
executed on such contracts (net of advances), aggregated $1,609,823 at December 31, 2002.

Guarantees given by a bank on behalf of Patni amounted to Rs.10,223,054 ($213,113) and letters of credit issued by &
amounted to
Rs.8,860,247 ($178,450).

22 Fair value of financial instruments

2211

The fair value of the Company'’s current assets and current liabilities approximate their carrying values because of th
short-term maturity. Such financial instruments are classified as current and are expected to be liquidated within the n
twelve months. The fair value of capital lease obligations has been estimated by discounting cash flows based on curi
rate available to the Company for similar types of borrowing arrangements. The fair value and carrying value of capital lea
obligations is set out below:

At December 31, 2002 Fair value Carrying value

Capital lease obligations $411,237 $410,617

23 Key subsequent events

2311

2312

2313

2314

Stock dividend

OnAugust 30, 2003, Patni has effected a one for two stock split in the form of a stock dividend. All references in th
consolidated financial statements to the number of shares and per share amounts of Patni’'s common stock have t
retroactively restated to reflect the increased number of common shares outstanding resulting from this stock dividend.
line with legal requirements, the stock dividend will be recorded by capitalising amounts from additional paid-in capita
representing the par value of shares to be issued, in the period of stock dividend.

Employee stock option plan

OrB0 June, 2003, the shareholders of Patni approved an Employee Stock Option Plan titled ‘Patni ESOP 2003’ (‘the Plar
Under this Plan, upto 11,142,085 shares of the Company may be issued to eligible employees and directors. The Plan <
be administered by the Compensation Committee, which shall, in accordance with the Plan an applicable laws, determine
terms and conditions of the Employee Stock Options to be granted from time to time.

Pursuant to the Plan, in September 2003, Patni has granted stock options to its designated employees including emplo
of its subsidiaries.

Business acquisition

OrApril 17, 2003, Patni USA, acquired 100% equity interest in TRI which is engaged in providing IT services to clients ir
the financial services sector. The purchase price of $6,093,516 (including direct expenses of $113,516) has been paid in ¢
Further, the purchase agreement provides for payment of additional consideration not exceeding $1,500,000 in cash thro
April 30, 2005, which is contingent upon achievement of the operating performance of the acquired business as specif
in the agreement.
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SECTION VIII : OTHER INFORMATION
STATUTORY AND OTHER INFORMATION
Consents

Consents in writing of: (a) the Directors, the Company Secretary and Compliance Officer, the Auditors, Legal AdvisorgpBankers
the Company and Bankers to the Offer; and (b) Book Running Lead Managers to the Offer, Co Book Running Lead Manager to
Offer and Syndicate Members, Escrow Collection Bank, Registrar to the Offer and Legal Advisors to the Underwriterdyéiract in t
respective capacities, have been obtained and filed along with a copy of the Prospectus with the Registrar of CompasigsaMahara
located at Pune, as required under Sections 60 and 60B of the Companies Act and such consents have not been withdrawn up
time of delivery of this Prospectus for registration with the RoC.

Bharat S Raut & Co., chartered accountants, and our statutory auditors have given their written consent to the inclirsion of tl
report in the form and context in which it appears in this Prospectus and such consent and report has not been withthawn up t
time of delivery of this Prospectus for registration with the RoC.

KPMG, our U.S. GAAP accountants, have given their written consent to the inclusion of their report in the form and cdmnitdxt in w
it appears in this Prospectus and such consent and report has not been withdrawn up to the time of delivery of thisf@rospectu
registration with the RoC.

Bharat S. Raut & Co., chartered accountants, have given their written consent to the tax benefits accruing to our Conspany an
members in the form and context in which it appears in this Prospectus and has not withdrawn such consent up to thedigne of del
of this Prospectus for registration with the RoC.

Minimum Subscription

If the Company does not receive the minimum subscription of 90% of the Fresh Issue amount including devolvement of the memtk
of the Syndicate, if any, within 60 days from the Bid Closing Date, the Company shall forthwith refund the entire sutztidpiidn
received. If there is a delay beyond 8 days after the Company becomes liable to pay the amount, the Company shallgsy intere
per Section 73 of the Companies Act.

Expert Opinion

Except as stated elsewhere in this Prospectus, we have not obtained any expert opinions.
Changes in Auditors during the last three years

There have been no changes of the auditors in the last three years except as detailed below:

Name of Auditor Date of Appointment Date of resignation Reasons for change
S. C. Bandi & Co. March 10, 1978 January 29, 2001 —
Bharat S. Raut & Co. March 1, 2001 N/A —

Basis of Allotment or Allocation
A. For Retail Bidders

e Bids received from the Retail Bidders at or above the Offer Price shall be grouped together to determine the total dem:
under this category. The allocation to all the successful Retail Bidders will be made at the Offer Price.

e The Offer size less allocation to Non Institutional and QIB Bidders shall be available for allocation to Retail Bidders whe
have bid in the Offer at a price which is equal to or greater than the Offer Price.

e [f the aggregate demand in this category is less than or equal to 4,681,000 Equity Shares at or above the Offer Price,
allocation shall be made to the Retail Bidders to the extent of their demand.

e Ifthe aggregate demand in this category is greater than 4,681,000 Equity Shares at or above the Offer Price, the alloca
shall be made on a proportionate basis up to a minimum of 50 Equity Shares. For the method of proportionate basis
allotment, refer below.

B. For Non Institutional Bidders
e Bids received from Non Institutional Bidders at or above the Offer Price shall be grouped together to determine the tof
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demand under this category. The allocation to all successful Non Institutional Bidders will be made at the Offer Price.

e The Offer size less allocation to QIBs and Retail Portion shall be available for allocation to Non Institutional Bidders wh
have bid in the Offer at a price which is equal to or greater than the Offer Price.

e If the aggregate demand in this category is less than or equal to 2,808,600 Equity Shares at or above the Offer Price,
allocation shall be made to Non Institutional Bidders to the extent of their demand.

e In case the aggregate demand in this category is greater than 2,808,600 Equity Shares at or above the Offer Price, alloc
shall be made on a proportionate basis up to a minimum of 50 Equity Shares. For the method of proportionate basis
allotment refer below.

The aggregate allocation to Retail and Non Institutional Bidders shall not exceed 7,489,600 Equity Shares.
C. ForQIBs

e Bids received from the QIB Bidders at or above the Offer Price shall be grouped together to determine the total demand un
this category. The allocation to all the QIBs will be made at the Offer Price.

e The Offer size less allocation to Non Institutional Portion and Retail Portion shall be available for allocation to QIBs wh
have bid in the Offer at a price which is equal to or greater than the Offer Price.

e The allocation would be decided by the Company in consultation with the BRLMs and would be at their sole discretior
based on various factors, such as quality of the Bidder, size, price and date of the Bid.

The aggregate allocation to QIB Bidders shall not be less than 11,234,400 Equity Shares.
Method of Proportionate Basis of Allotment

In the event of the Offer being over-subscribed, the basis of allotment to Retail and Non Institutional Bidders shadidaetinali

us in consultation with the Designated Stock Exchange. The Executive Director or Managing Director (or any other sehior offici
nominated by them) of the Designated Stock Exchange along with the BRLMs and the Registrar to the Offer shall be responsible
ensuring that the basis of allotment is finalised in a fair and proper manner.

The allotment/transfer shall be made in marketable lots, on a proportionate basis as explained below:
a) Bidders will be categorised according to the number of Equity Shares applied for.

b) The total number of Equity Shares to be allotted/transferred to each category as a whole shall be arrived at on atproportio
basis, which is the total number of Equity Shares applied for in that category (number of Bidders in the category multiplied |
the number of Equity Shares applied for) multiplied by the inverse of the over-subscription ratio.

¢) Number of Equity Shares to be allotted/transferred to the successful Bidders will be arrived at on a proportionatechasis, wr
is total number of Equity Shares applied for by each Bidder in that category multiplied by the inverse of the over-subscriptic
ratio.

d) Inall Bids where the proportionate allotment is less than 50 Equity Shares per Bidder, the transfer shall be made as follows
e Each successful Bidder shall be allotted/transferred a minimum of 50 Equity Shares; and

e The successful Bidders out of the total Bidders for a category shall be determined by draw of lots in a manner such that
total number of Equity Shares allotted/transferred in that category is equal to the number of Equity Shares calculated
accordance with (b) above.

e) Ifthe proportionate allotment to a Bidder is a number that is more than 25 but is not a multiple of 50 (which is tH#erarketa
the number in excess of the multiple of 50 would be rounded off to the higher multiple of 50 if that number is 25 or thigher. If
number is lower than 25, it would be rounded off to the lower multiple of 50. All Bidders in such categories would be allotted
transferred Equity Shares arrived at after such rounding off.

f) If the Equity Shares allocated on a proportionate basis to any category are more than the Equity Shares allotted/toansferre
the Bidders in that category, the remaining Equity Shares available for allotment/transfer shall be first adjusted agthieist any
category, where the allotted shares are not sufficient for proportionate allotment to the successful bidders in thatleategory.
balance Equity Shares, if any, remaining after such adjustment will be added to the category comprising Bidders applying
minimum number of Equity Shares.
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Expenses of the Offer

The expenses of this Offer include, among others, underwriting and management fees, selling commission, printing and distribu
expenses, legal fees, statutory advertisement expenses and listing fees. The estimated Offer expenses are as under:

Activity Expense (Rs. million)

Lead management, underwriting and selling commission 130
Advertising budget 30
Printing and stationery 30
Others (Registrars fee, Legal fee, Listing fee, etc.) 10
Total estimated Offer expenses 200

All expenses with respect to the Offer would be borne by the Company.

Fees Payable to the BRLMs

The total fees payable to the Book Running Lead Managers will be as per the letter of appointment dated November 12 2003 is¢
by our Company, a copy of which is available for inspection at our corporate office.

Fees Payable to the Co Book Running Lead Manager

The total fees payable to the Co Book Running Lead Manager will be as per the letter of appointment dated Novemberdeq] 2003 is:
by our Company, a copy of which is available for inspection at our corporate office.

Fees Payable to the Registrar to the Offer

The fees payable to the Registrar to the Offer will be as per the letter of appointment dated November 12, 2003, a cbjpy of whic
available for inspection at our corporate office.

Adequate funds will be provided to the Registrar to the Offer to enable them to send refund orders or allotment advieeday regis
post.

Commission and Brokerage on Previous Issues

Except as stated elsewhere in this Prospectus, no sum has been paid or is payable as commission or brokerage for sarbscribing
procuring or agreeing to procure subscription for any of our Equity Shares since our inception.

Previous Rights and Public Issues

We have not made any previous rights and public issues except as stated in the section entitled “Capital Structure’odthismge 20
Prospectus.

Outstanding Debentures or Bond Issues or Preference Shares
We have no outstanding debentures or bond issues.
Capitalisation of Reserves or Profits

We have not capitalised our reserves or profits at any time, except as stated in the section entitled “Capital Strugfer20 of pa
this Prospectus.

Issues otherwise than for Cash

Except as stated in the section entitled “Capital Structure” on page 20 of this Prospectus, we have not issued any Bduoity Share
consideration otherwise than for cash.

Application in Offer
Equity Shares being offered through this Prospectus can be applied for in the dematerialized form only.
Purchase of Property

There is no property which we have purchased or acquired or propose to purchase or acquire which is to be paid fonyshdi)y, ori
from the net proceeds of the present Fresh Issue or the purchase or acquisition of which has not been completed othithe date c
Prospectus, other than property in respect of which:
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e The contracts for the purchase or acquisition were entered into in the ordinary course of the business, and the contracts \
not entered into in contemplation of the Fresh Issue nor is the Fresh Issue contemplated in consequence of the contract:

e the amount of the purchase money is not material; or

e disclosure has been made earlier in this Prospectus

Except as elsewhere stated in this Prospectus, we have not purchased any property in which any of our promoters and direc
have any direct or indirect interest in any payment made thereof.

Remuneration of CEO/Executive Directors
Mr. Narendra K. Patnj Chairman and CEO

Mr. Narendra K. Patni is employed as the President and Chief Executive Officer of Patni Computer Systems, Inc., ouridhSfaudsid

initial term until December 31, 2008 (“Initial Term”). He has been seconded to the Company pursuant to the terms of ayconsulta
agreement between the Company and Patni Computer Systems, Inc. as our CEO. He has the option, exercisable six mbatésgrior to t
of the initial term, to extend his employment for an additional period of five years (“Extension Term”). The terms of enbpiblymen
Narendra K. Patni as President and Chief Executive Officer of Patni Computer Systems, Inc. are as follows:

1. Salary

Base Salary: US$500,000 (Rs.22.7 million) annually paid in 12 instalments with effect from December 1, 2000. After #re first ye
of employment, this salary for each year shall be subject to an upward adjustment of 10% of the previous year’s salary.

Incentive compensation: Mr. Narendra K. Patni is eligible to participate in an incentive compensation plan, including ESOP,
permissible under applicable laws.

2. Insurance

Mr. Narendra K. Patni is entitled to participate in all current and future benefit and insurance programs available tasemploye
of Patni Computer Systems, Inc. Patni Computer Systems, Inc. will secure and pay for policies covering full and paitial disabil
as well as provide full coverage for Mr. Narendra K. Patni and his family’s medical and dental insurance and a travetand accid
policy equal to two times the base salary.

3. Automobile

Mr. Narendra K. Patni is entitled to a full coverage lease for two automobiles, with the cars being equivalent to thdge curren
used by Mr. Narendra K. Patni and their future equivalents and the leases shall be for a term not to exceed three years ut
otherwise agreed.

4. Pension

Mr. Narendra K. Patni is eligible to participate in any employee or executive pension plans in effect or instituted by Pat
Computer Systems, Inc.

5. Vacation

Mr. Narendra K. Patni is entitled to take up to six weeks vacation per year for each year of Initial Term or ExtensionyTerm. Ar
vacation time not taken shall accrue and in the event of termination of the employment for any reason accrued vacation sha
paid to Mr. Narendra K. Patni.

6. Retirement

Upon Mr. Narendra K. Patni’s retirement from or the termination of his employment with Patni Computer Systems, Inc., Mi
Narendra K. Patni will be entitled to an amount of 50% of his last annual salary plus full medical and dental insuranee covera

In the event of Mr. Narendra K. Patni’s death, prior to his own election of retirement from the Company the foregoing benefi
shall commence to be paid to his surviving spouse until her death. The foregoing benefit shall not be alienable by Mr. Naren
K. Patni or his surviving spouse by assignment or any other method and shall not be subject to be taken by his creditors by
process whatsoever.

7. Termination

Mr. Narendra K. Patni’'s employment with Patni Computer Systems, Inc. shall terminate upon the occurrence of any of t
following:
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i)  The expiration of the Initial Term, provided Mr. Narendra K. Patni has not exercised his option to extend his employment f
the Extension Term;

i) Mr. Narendra K. Patni’'s demise;
iy Permanent disability of Mr. Narendra K. Patni, whilst so employed;

iv) Termination of Mr. Narendra K. Patni's employment by the board of directors of Patni Computer Systems, Inc. during th
Extension Term; or

v) The resignation of Mr. Narendra K. Patni due to unresolvable issues with the board of Patni Computer Systems, Inc.

Mr. Gajendra K. Patnj Executive Director

It had been agreed between the Company, the Shareholders and Mr. Gajendra K. Patni that as from October 24, 2000 (“Effec
Date”) the terms and conditions of Mr. Gajendra K. Patni's employment would be subject to compliance with the provisions of t
Company'’s Act and applicable laws and regulations and would be modified in the following manner:

1.

Salary

Rs.500,000 per month with effect from the Effective Date. After the First Year, the Salary for each year of the First Term (.
hereinafter defined in Clause 12) and the Second Term (as hereinafter defined in Clause 12) shall be subject to upwatd adjust
of 10% of the last year’s Salary.

Housing

A. The expenditure on hiring furnished accommodation for Mr. Gajendra K. Patni will be Subject to a ceiling of 15% of the
Salary.

B. Mr. Gajendra K. Patni shall be entitled to house allowance subject to a ceiling of 15% of the Salary.

C. The expenditure incurred by the Company on gas, electricity, water and furnishing shall be valued as per the provisions
Income Tax Rules, 1962. This shall, however, be subject to a ceiling of 5% of the Salary of Mr. Gajendra K. Patni.

Medical Reimbursement

Expenses incurred for Mr. Gajendra K. Patni and his family, including premium for medical insurance as permissible from time
time.

Leave and Travel Allowance

Leave Travel Expenses for Mr. Gajendra K. Patni and his family, once in a year incurred in accordance with the rules of t
Company.

Provident Fund

Contribution towards provident fund as per the rules of the Company.

Pension

The Company shall provide the following Retirement Benefits to Mr. Gajendra K. Patni or his surviving spouse.

A) On Mr. Gajendra K. Patni’s retirement or the termination of his employment relationship with the Company, 50 % of Mr
Gajendra K. Patni’s last Annual Salary (plus House Rent Allowance), payment to start when Mr. Gajendra K. Patni reach
the age of 65; and

B) Full Medical Insurance Coverage.

In the event of Mr. Gajendra K. Patni‘s death, prior to electing retirement from the Company or reaching the age of 65, tl
foregoing benefits shall commence to be paid to Mr. Gajendra K. Patni’s surviving spouse until her death.

Gratuity
Gratuity as per the rules of the Company not exceeding half a month’s Salary for each completed year of service.
Earned Leave

On full pay and allowances as per rules of the Company but not exceeding one month’s leave for every eleven months of sen
Leave accumulated shall be encashable at the end of the tenure.
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9.

10.

11.

12.

13.

Minimum Remuneration

In the event of absence or inadequacy of profits in any financial year during the tenure of Mr. Gajendra K. Patni, the Board
Directors shall revise the remuneration payable to Mr. Gajendra K. Patni during such financial year in such manner as agree
between the Board of Directors and Mr. Gajendra K. Patni and within the limits prescribed in this behalf under Scheglule XIlI
the Companies Act, 1956.

Incentive Compensation

Mr. Gajendra K. Patni shall be eligible to participate in any Incentive Compensation Plan including ESOP established by t
Company for its Executive Directors, Directors and the Employees.

Other Terms
Mr. Gajendra K. Patni shall be provided with two cars for use for Company'’s business and telephone at residence.

Mr. Gajendra K. Patni shall be entitled to reimbursement of all actual expenses, including on entertainment and travelli
incurred by him in the course of the Company’s business.

Mr. Gajendra K. Patni so long as he functions as such he shall not be paid any sitting fees for attending meetings of the Bc
of Directors or Committees thereof.

Appointment

Mr. Gajendra K. Patni was appointed as Executive Director for 5 years from the Effective Date (“First Term”). This Term will be
automatically renewed for a further period of 5 years (“Second Term”). The Board of Directors will have the option to termina
the appointment any time after the start of the Second Term.

It has been further agreed that Mr. Gajendra K. Patni will serve as Executive Director for the First Term during which h
employment is not subject to termination.

Termination of Employment

This agreement shall be terminated on the occurrence of the following:

() On death while this Agreement is in effect.

(i) Permanent disability while this Agreement is in effect.

(i) Termination of the Executive Director by the Board of Directors during the Second Term of Appointment.
(iv) Resignation by the Executive Director due to irresolvable issues with the Board of Directors.

In the event of termination for any of the reasons specified above in (i), (ii), (iii), and (iv) Mr. Gajendra K. Patnisivallag
a lump sum Severance payment, a sum equal to 5 times the annual salary plus house rent allowance.

Mr. Ashok K. Patnj Executive Director

It had been agreed between the Company, the Shareholders and Mr. Ashok K. Patni that as from October 24, 2000 (“Effective De
the Terms and Conditions of Mr. Ashok K. Patni’'s employment would be subject to compliance with the provisions of the Company
Act and applicable laws and regulations and would be modified in the following manner:

1.

Salary

Rs.500,000 per month with effect from the Effective Date. After the First Year, the Salary for each year of the First Term (
hereinafter defined in Clause 12) and the Second Term (as hereinafter defined in Clause 12) shall be subject to upwatd adjust
of 10 % of the last year’s Salary.

Housing
A) The expenditure on hiring furnished accommodation for Mr. Ashok K. Patni will be subject to a ceiling of 15% of the Salary
B) Mr. Ashok K. Patni shall be entitled to house allowance subject to a ceiling of 15% of the Salary.

C) The expenditure incurred by the Company on gas, electricity, water and furnishing shall be valued as per the provisions
Income Tax Rules, 1962. This shall, however, be subject to a ceiling of 5% of the Salary of Mr. Ashok K. Patni.
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Medical Reimbursement

Expenses incurred for Mr. Ashok K. Patni and his family, including premium for medical insurance as permissible from time
time.

Leave and Travel Allowance

Leave Travel Expenses for Mr. Ashok K. Patni and his family, once in a year incurred in accordance with the rules of t
Company.

Provident Fund

Contribution towards provident fund as per the rules of the Company.

Pension

The Company shall provide the following Retirement Benefits to Mr. Ashok K. Patni or his surviving spouse.

A) On Mr. Ashok K. Patni’s retirement or the termination of his employment relationship with the Company, 50% of Mr. Ashok
K. Patni’s last Annual Salary (plus House Rent Allowance), payment to start when Mr. Ashok K. Patni reaches the age
65; and

B) Full Medical Insurance Coverage

In the event of Mr. Ashok K. Patni’s death, prior to electing retirement from the Company or reaching the age of 65, itige forego
benefits shall commence to be paid to Mr. Ashok K. Patni’s spouse until her death.

Gratuity
Gratuity as per the rules of the Company not exceeding half a month’s Salary for each completed year of service.
Earned Leave

On full pay and allowances as per rules of the Company but not exceeding one month’s leave for every eleven months of sen
Leave accumulated shall be encashable at the end of the tenure.

Minimum Remuneration

In the event of absence or inadequacy of profits in any financial year during the tenure of Mr. Ashok K. Patni, the Board
Directors shall revise the remuneration payable to Mr. Ashok K. Patni during such financial year in such manner as agreec
between the Board of Directors and Mr. Ashok K. Patni and within the limits prescribed in this behalf under ScheduleXIlI to th
Companies Act, 1956.

Incentive Compensation

Mr. Ashok K. Patni shall be eligible to participate in any Incentive Compensation Plan including ESOP established by tf
Company for its Executive Directors, Directors and the Employees.

Other Terms
Mr. Ashok K. Patni shall be provided with two cars for use for Company’s business and telephone at residence.

Mr. Ashok K. Patni shall be entitled to reimbursement of all actual expenses, including on entertainment and travellohg incurr
by him in the course of the Company’s Business.

Mr. Ashok K. Patni so long as he functions as such he shall not be paid any sitting fees for attending meetings of the Boarc
Directors or Committees thereof.

Appointment

Mr. Ashok K. Patni would be appointed as Executive Director for 5 years from the Effective Date (“First Term”). This Term will
be automatically renewed for a further period of 5 years (“Second Term”). The Board of Directors will have the option tc
terminate the appointment any time after the start of the Second Term.

It has been further agreed that Mr. Ashok K. Patni will serve as Executive Director for the First Term during which hiserhploym
is not subject to termination.
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13. Termination of Employment
This agreement shall be terminated on the occurrence of the following:
() On death while this Agreement is in effect
(i) Permanent disability while this Agreement is in effect.
(i) Termination of the Executive Director by the Board of Directors during the Second Term of Appointment.
(iv) Resignation by the Executive Director due to irresolvable issues with the Board of Directors.

In the event of termination for any of the reasons specified above in (i), (i), (iii), and (iv) Mr. Ashok K. Patni shzal ascei
lump sum Severance payment, a sum equal to 5 times the annual salary plus house rent allowance.

Revaluation of Assets

We have not revalued any of our assets since our inception, except on January 1, 1995, land and building were revaltigdifrom Rs
million to Rs.142.9 million, thereby creating a revaluation reserve of Rs.131.5 million. Out of this reserve, Rs.81.4awitbversed

on January 1, 1999 pursuant to a Scheme of Reconstruction. As per the Scheme of Reconstruction, the Company had hive
specified non-core business assets of the Company, i.e. investments and properties to three transferee companies viz. As
Computer Systems Private Limited, PCS Finance Private Limited (then PCS Finance Ltd.) and PCS Cullinet Private Limitad with eff
from January 1, 1999. The Honourable Bombay High Court approved the Scheme of Reconstruction on November 22, 19
Consequently, an amount of Rs.81.4 million representing revaluation reserve on buildings transferred to the three trapafeese co
was reversed and credited to the respective building accounts.

Classes of Shares
Our authorised capital is Rs.500 million, which is divided into 250 million Equity Shares of Rs.2 each.
Payment or Benefit to Promoters or Officers of our Company

Except as stated otherwise in this Prospectus, no amount or benefit has been paid or given within the two preceding years
intended to be paid or given to any of our promoter or officers except the normal remuneration for services renderedsas direct
officers or employees.
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MAIN PROVISIONS OF ARTICLES OF ASSOCIATION OF PATNI COMPUTER SYSTEMS LIMITED
Capitalised terms used in this section have the meaning given to such terms in the Articles of Association of the Company.

Pursuant to Schedule Il of the Companies Act and the SEBI Guidelines, the main provisions of the Articles of Association of Pa
relating to voting rights, dividend, lien, forfeiture, restrictions on transfer and transmission of Equity Shares/debentures and/or
their consolidation/splitting are detailed below:

The regulations contained in Table ‘A’ of Schedule | to the Companies Act (Act | of 1956) shall apply only in so far as the same ¢
not provided for or are not inconsistent with these Articles and the regulations for the management of the Company and
observance of the members thereof and their representatives shall, subject to any exercise of the statutory powers of the Com
with reference to repeal or alteration of or addition to, its regulations by Special Resolution, as prescribed by the Companies /
1956, be such as are contained in these Articles.

CAPITAL AND INCREASE AND REDUCTION OF CAPITAL
Article 3 provides that:

(@ The Authorised Share Capital of the Company is Rs.50,00,00,000 (Rupees Fifty crores only) divided into 25,00,00,000 EqL
Shares of Rs. 2 (Rupees Two) each with the rights, privileges, and conditions attaching thereto as are provided by these Artic
The Company has power from time to time to increase or reduce its capital and divide the Equity Shares in the original
increased capital for the time being into several classes and to attach thereto respectively such preferential rights, privilege
conditions as may be determined by or in accordance with these Articles of the Company and to vary, modify or abrogate &
such rights, privileges or conditions in such manner as may be permitted by the Companies Act, 1956 or provided by the
Articles.

(b) All of the provisions of these Articles shall apply to all of the holders of Equity Shares now owned or which may be issued
transferred hereafter to a Shareholder or a Member.

ADRFACILITY
Article 4 provides the following:
(@ GAADRs.
GA represents and warrants and the other Shareholders have acknowledged as follows:

() All references in these Articles to the Subscribed Shares (as defined in the GA Share Subscription Agreement) shall
deemed to include the Subscribed Shares beneficially owned by GA and its Affiliates and held on behalf of GA and i
Affiliates in the ADR Facility, (B) the provisions of these Articles that apply to Subscribed Shares also apply equally to an
and all Subscribed Shares beneficially owned by GA and its Affiliates and held on their behalf in the ADR Facility, (C) GA
and its Affiliates shall exercise their voting rights relating to the Subscribed Shares, and shall direct the Depository Bank
exercise such voting rights on their behalf only in accordance with these Articles and as directed by GA or a nomin
Director of GA (who will do so in accordance with these Articles), and (D) GA and its Affiliates will comply with all other
restrictions and obligations set forth herein in all cases as if GA held the Subscribed Shares directly.

(i) Subjectto Indian Requirements of Law, if a GA Group Shareholder elects, Equity Shares held by that GA Group Sharehol
at any time or any further Equity Shares that are issued or issuable or acquired by any GA Group Shareholder, shall
transferred or issued (as the case may be) to the Depository Bank and held by the Depository Bank under the Dep
Agreement, provided that ADRs in respect of such Equity Shares are issued to GA or its Affiliates.

(i) Subject to applicable Requirements of Law, each of GA and its Affiliates, if they hold ADRs, may at any time withdraw par
or all of the Equity Shares held by the Depository Bank on its behalf without any restriction and may hold such Equit
Shares directly, in accordance with the terms contained in these Articles.

(iv) The Company and each Shareholder shall as soon as reasonably practicable make such decisions, provide assistanc
pass such resolutions, subject to Indian Requirements of Law, as are necessary or prudent for the establishment
maintenance of the ADR Facility, the issuance of the ADRs pursuant to the Deposit Agreement or the exchange of Equ
Shares for ADRs or of ADRs for Equity Shares. The Company shall in accordance with the Deposit Agreement maintain t
ADR Facility.
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Patni ADRs. If at any time, it becomes permissible under Indian Requirements of Law for a Patni Group Shareholder to hol
ADRs then that Patni Group Shareholder may elect to deposit any existing issued Equity Shares held by such person in the /
Facility in return for the issuance of ADRs to that Patni Group Shareholder; provided that, the Patni Group Shareholder fi
enter into an undertaking with the Company and the other Shareholders on equivalent terms to the Depository Undertaking
otherwise is subject to Article 4(a) in the same manner as GA and all restrictions in these Articles as if it held thiedEeslity S
so deposited directly, save and except that the Depository Bank will exercise the voting rights relating to such Equafy Share:
such Patni Group Shareholder in accordance with the directions of the respective Patni Group or the respective Patni Gr
Shareholder’s nominee Director.

Other ADRs. Subject to Indian Requirements of Law any Member may, at any time and from time to time, elect to deposit ar
existing issued Equity Shares held by such Member in the ADR Facility in return for the issuance of ADRs to that such Memk
and the Company shall procure such arrangement at the request of such Member; provided that such Member first enter int
undertaking with the Company and the other Shareholders on equivalent terms to the Depository Undertaking and otherwis
subject to Article 4(a) in the same manner as GA and all restrictions in these Articles as if it held the Equity Shargigesb depo
directly, save and except that the Depository Bank will exercise the voting rights relating to such Equity Shares of sush Memb
in accordance with the directions of such Members.

POWER OF COMPANY TO PURCHASE ITS OWN SHARES
Article 7 provides that:

Pursuant to a Resolution of the Board of Directors, the Company may purchase its own Shares by way of a buy-back arrangen
in accordance with Section 77A of the Act and the Securities and Exchange Board of India (Buy-back of Securities) Regulatio
1998.

COVENANTS OF THE PROMOTER GROUP
Article 11 provides that:

(@)

(b)

©

(d)

©)

As long as GA itself holds at least 5% of the Equity Shares save and except for the Promoter Group’s interest andrparticipa
in PCS Industries Limited and Patni (U.S.A.) and their Subsidiaries, no member of the Promoter Group shall, without the pri
written consent of GA, till the first anniversary of the IPO, promote and participate in any other company or firm engzlyed dire
or indirectly in a business competing with the Company Business as proprietor, partner or shareholder (unless such shar
profit or shareholding is less than 5%) without the prior written consent of GA.

In the event that any member of the Promoter Group voluntarily sells its entire shareholding in the Company in acdbrdance v
these Atrticles, then the concerned member of the Promoter Group shall execute a non-competition and non-solicitation agreer
with the Company in a mutually agreed form and which agreement shall cease one year after the completion of the sale of s
Equity Shares by such member of the Promoter Group.

Notwithstanding Article 11(a) and Article 11(b), the restraints on participation and competition as placed upon theahembers
the Promoter Group will not apply and be enforceable at the earlier of, either (i) the GA Group ceasing to hold 5% of the Equ
Shares or (i) 14th July 2005.

Notwithstanding anything stated in Articles 11(a) to 11(c), no member of the Promoter Group shall (i) directly or indirectly
employ or solicit the employment of any of the employees of the Company or any of its Affiliates and (ii) directly oryndirectl
solicit the business of any of the clients of the Company or any of its Affiliates. The restrictions stated in (i) athds(#yt€le

11(d) shall remain effective for a period of one year after such member of the Promoter Group promotes and participates in.
other company or firm engaged directly or indirectly in a business competing with the Company’s Business as propriett
partner or shareholder (unless such share of profit or shareholding is less than 5%) without the written consent of G
Notwithstanding anything contained in this Article 11(d) such member of the Promoter Group shall execute a non-solicitatic
agreement with the Company in a mutually agreed form which agreement shall contain clauses that are customary for s
agreement.

So long as the NKP Group holds 5% of the Equity Shares of the Company, the NKP Group (other than iSolutions Inc.) shall
solely (i) entitled to exercise or direct the exercise of a majority of the voting rights of the shareholders of iSolutipis Inc
entitled to appoint and remove or direct the appointment and removal of all directors of iSolutions Inc. and (iii) exiretie or
the exercise of all the voting rights by all members of the board of directors of iSolutions Inc. If the NKP Group (other tha
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iSolutions Inc.) for any reason ceases to or fails to be solely entitled to exercise their rights as stipulated in tHi(AJticle
thereupon the NKP Group will forthwith not be entitled to exercise any rights pursuant to Articles 21(i), 23(b),(c),(d¥)e) and
24, 35 and 36 and which rights will stand automatically and absolutely revoked. If despite this covenant the NKP Group st
seeks to continue to exercise any rights pursuant to Articles 21(i), 23(b),(c),(d),(e) and (f), 24, 35 and 36, the Dajeciyrof

of the other Groups (other than the NKP Nominee) shall be entitled to obtain on behalf of the Company the opinion of :
independent Counsel of their choice whether the NKP Group has adhered to its undertakings. The NKP Group will fully at
fairly disclose or cause to be disclosed all facts and particulars as such Counsel may require for rendering his opinion. S
opinion will be binding upon the NKP Group. Upon the Company furnishing the same to the NKP Group, the NKP Group wi
thereafter be absolutely barred from exercising any rights pursuant to Articles 21(i), 23(b),(c),(d),(e) and (f), 24,.36hand 36
NKP Group further covenants and agrees that the NKP Group and the NKP Nominee will be liable to the Company for tl
exercise by the NKP Group and/or the NKP Nominee of any rights in breach of this covenant.

Each member of the Promoter Group jointly and severally covenants and undertakes that they shall cause the Company to
effect to the terms and conditions of the Agreement, the Registration Rights Agreement, and the Consultancy Agreement

COVENANTS OF THE SHAREHOLDERS AND MEMBERS
Article 12 provides that:

1)

@)

©)

Each Shareholder covenant that they shall vote all the Equity Shares owned or held of record by such Shareholder, and
otherwise use their reasonable efforts to cause the Company and its nominee Directors to take all corporate action neces

(a) to effect the provisions contained in these Articles.

(b) to cause the Company to give effect to these Articles, the Registration Rights Agreement, the Depository Undertaking, |
Deposit Agreement, and the Consultancy Agreement, to which the Company is a party.

Each Member shall vote all the Equity Shares owned or held of record by such Member at any Annual or Extraordinary Gene
Meeting of the Members of the Company in accordance with its obligations under these Articles. The Members shall not p:
any Resolution or take any decision which is contrary to any of the terms of the Articles.

Any Shareholder who holds ADRs, shall direct the Depository Bank to exercise voting rights relating to such correspondi
Equity Shares of the Company, only in accordance with the directions of that Shareholder or the respective nominee Directo
the Group to which such Shareholder belongs (and which nominee Director will do so in accordance with these Articles) and ¢
Member who holds ADRs, shall direct the Depository Bank to exercise voting rights relating to such corresponding Equi
Shares of the Company, in accordance with the directions of the Members who hold such ADRs

COVENANTS OF GA
Article 13 provides that:

@)

So long as the GA Group holds 5% of the Equity Shares of the Company, (A) GAP LLC shall be solely (i) entitled to exercise
direct the exercise of a majority of the voting rights of the shareholders of GA and its Affiliates that hold Shareie@ijenti
appoint and remove or direct the appointment and removal of all directors of GA and its Affiliates that hold Shares and (i
exercise or direct the exercise of all the voting rights by all members of the board of directors of GA and its Affilladédsthat
Shares in the Company. If GAP LLC for any reason ceases to or fails to be solely entitled to exercise their rights dsrstipulate
this Article 13(1), thereupon GA and its Affiliates will forthwith not be entitled to exercise any rights pursuant to Attfdles
23(b),(c),(d),(e) and (f), 24, 35 and 36 and which rights will stand automatically and absolutely revoked. If despitedms cove
GA and/or any Affiliate still seeks to continue to exercise any rights pursuant to Articles 21(i), 23(b),(c),(d),(e) 4re5Bna

36, the majority of Directors of the other Groups (other than GA Nominee) shall be entitled to obtain on behalf of the Compal
the opinion of an independent Counsel of their choice whether GAP LLC has adhered to its undertakings. GA and its Affiliat
will fully and fairly disclose or cause to be disclosed all facts and particulars as such Counsel may require for rendering |
opinion. Such opinion will be binding upon GA, its Affiliates, the GA Group, the GA Nominee and GAP LLC. Upon the Company
furnishing the same to GA, GA and its Affiliates will thereafter be absolutely barred from exercising any rights pursuant t
Articles 21(i), 23(b),(c),(d),(e) and (f), 24, 35 and 36. GA further covenants and agrees that GA and GAP LLC will béHmble to
Company for the exercise by GA and/or the GA Nominee of any rights in breach of this covenant. GA will ensure that it
Affiliates, the GA Nominee, the GA Group and GAP LLC abide by the terms contained in this covenant.
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GA covenants and undertakes that it shall use all reasonable efforts to cause the Company to give effect to the terms
conditions of the Agreement, the Depository Undertaking, the Registration Rights Agreement, the Deposit Agreement, and:
Consultancy Agreement.

TRANSFER AND TRANSMISSION OF SHARES
Article 17 provides that:

(@)
(b)

©

(d)

©)

(®

9)

(h)

0

0

The Company shall keep a “Register of Transfers” and shall have recorded therein fairly and distinctly particulars of eve
transfer or transmission of any Share and Debenture held in material form.

Every instrument of transfer of Shares shall be in writing in the usual common form or in such form as may be presaribed un
Section 108 of the Act and shall be delivered to the Company within such time as may be prescribed under the Act.

(1) An application for the registration of a transfer of the Shares in the Company may be made either by the traneferor or
transferee.

(20 Where the application is made by the transferor and relates to partly paid Shares, the transfer shall not be registered ur
the Company gives notice of the application to the transferee and the transferee makes no objection to the transfer wi
two weeks from the receipt of the notice.

Every such instrument of transfer shall be executed both by the transferor and the transferee and attested and the trans
shall be deemed to remain the holder of such Share until the name of the transferee shall have been entered in the Regis
Members in respect thereof.

The Board shall have power on giving not less than seven days previous notice by advertisement in a newspaper circulatir
the city, town or village in which the Registered Office of the Company is situated to close the transfer books, the fRegister
Members and/or Register of Debenture-holders at such time or times and for such period or periods, not exceeding thirty d
at a time and not exceeding in the aggregate forty-five days in each year, as to it may seem expedient.

Subject to the provisions of Section 111A of the Act, or any statutory modification of the said provisions for the gnre bein
force, the Board may, at its own absolute and uncontrolled discretion and without assigning any reason, decline to registe
acknowledge any transfer of Shares and in particular may so decline in any case in which the Company has a lien upon
Shares or any of them or whilst any moneys in respect of the Shares desired to be transferred or any of them remain unpa
unless the transferee is approved by the Board and such refusal shall not be affected by the fact that the proposed trans
is already a Member. But in such cases it shall, within 1 month from the date on which the instrument of transfer wathodged w
the Company send to the transferee and the transferor notice of refusal to register such transfer. The registratioarof a trar
shall be conclusive evidence of the approval of the Board of the transferee.

Provided that registration of a transfer shall not be refused on the ground of the transferor being either alone ohjaimgly wit
other Person or Persons indebted to the Company on any account whatsoever except where the Company has a lien on S

Subject to the provisions of the Act and these Articles, the Directors shall have the absolute and uncontrolled discretion
refuse to register a Person entitled by transmission to any Shares or his nominee as if he were the transferee named ir
ordinary transfer presented for registration, and shall not be bound to give any reason for such refusal and in paréilsdar may
decline in respect of Shares upon which the Company has a lien.

Transfer of Shares in whatever lot should not be refused, though there would be no objection to the Company refusing to s
a share certificate into several scrips of any small denominations or to consider a proposal for transfer of Sharesmamprised
share certificate to several Members, involving such splitting, if on the face of it such splitting/transfer appearsdsdreabiee

or without a genuine need. The Company should not, therefore, refuse transfer of Shares in violation of the stock excha
listing requirements on the ground that the number of Shares to be transferred is less than any specified number.

In the case of the death of any one or more of the Persons named in the Register of Members as the joint-holderseof any Sl
the survivors shall be the only Person or Persons recognised by the Company as having any title to or interest in such St
but nothing herein contained shall be taken to release the estate of a deceased joint-holder from any liability on ®lgares hel
him jointly with any other Person.

The Executors or Administrators or holder of the Succession Certificate or the Legal Representatives of a deceased Mem
(not being one of two or more joint-holders), shall be the only Persons recognised by the Company as having any title to
Shares registered in the name of such Member, and the Company shall not be bound to recognise such Executors or Administ
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or holders of Succession Certificate or the Legal Representatives unless such Executors or Administrators or Legal Representa
shall have first obtained Probate or Letters of Administration or Succession Certificate, as the case may be, from a d
constituted court in the Union of India, provided that the Board may in its absolute discretion dispense with production
Probate or Letters of Administration or Succession Certificate, upon such terms as to indemnify or otherwise as the Board n
in its absolute discretion deem fit and may under Article 17(l) of these Articles register the name of any Person whdelaims to
absolutely entitled to the Shares standing in the name of a deceased Member, as a Member.

The Board shall not knowingly issue or register a transfer of any share to a minor or insolvent or Person of unsound mind.

Subject to the provisions of Articles 17(i) and 17(j), any Person becoming entitled to Shares in consequence of tinacgath, |
bankruptcy of any Shareholder or Member, or by any lawful means other than by a transfer in accordance with these Articl
may with the consent of the Board, (which it shall not be under any obligation to give), upon producing such evidence that
sustains the character in respect of which he proposes to act under this Article, or of his title, as the Board thimits sufficie
either be registered himself as the holder of the Shares or elect to have some Person nominated by him and approved b
Board, registered as such holder; provided nevertheless, that if such Person shall elect to have his nominee regidtered, he
testify the election by executing in favour of his nominee an instrument of transfer in accordance with the provisions here
contained and until he does so, he shall not be freed from any liability in respect of the Shares.

A Person entitled to a Share by transfer or transmission may, until the Board otherwise determines as provided bfghrticle 51
of these Atrticles, receive and give discharge for any Dividends, bonuses or other moneys payable in respect of the Share
he shall not be entitled to vote at meetings of the Company save as provided by Article 22(g) of these Articles or save
aforesaid and save as provided by Section 51 and 53 of the Act to any of the rights and privileges of a Member, unlkess and |
he shall have become a Member in respect of the Shares.

Every instrument of transfer shall be presented to the Company duly stamped for registration accompanied by such evidenc
the Board may require to prove the title of the transferor, his right to transfer the Shares and every registered instrumen
transfer shall remain in the custody of the Company until destroyed by order of the Board.

In case of transfer and transmission of Shares or other marketable securities where the Company has not issuedesy certifi
and where such Shares or securities are being held in any electronic and fungible form in a Depository, the provision of
Depositories Act, 1996 shall apply.

Before the registration of a transfer, the certificate or certificates of the Share or Shares to be transferred rergich died
Company along with (save as provided in Section 108 of the Act), a properly stamped and executed instrument of transfer.

No fee shall be charged for registration of transfer, transmission, Probate, Succession Certificate and Letters atiadministr
Certificate of Death or Marriage, Power of Attorney or similar other document.

The Company shall incur no liability or responsibility whatsoever in consequence of its registering or giving effect to an
transfer of Shares made or purporting to be made by any apparent legal owner thereof, (as shown or appearing in the Rec
of Members), to the prejudice of a Person or Persons having or claiming any equitable right, title or interest to odin the s:
Shares, notwithstanding that the Company may have had any notice of such equitable right, title or interest or noting prohibit
registration of such transfer, and may have entered such notice or referred thereto, in any book of the Company and
Company shall not be bound or required to regard or attend or give effect to any notice which may be given to it of d@y equita
right, title or interest or be under any liability whatsoever for refusing or neglecting so to do, though it may have tezkn ente

or referred to in some book of the Company but the Company shall nevertheless be at liberty to regard and attend to any ¢
notice, and give effect thereto if the Board shall so think fit.

The provision of these Articles shalutatis mutandigpply to the transfer or transmission by operation of law of the right to
Equity Share Equivalents of the Company.

MEETING OF MEMBERS
Article 21 inter alia provides that:

0

(@) Five Members present in person or by proxy who shall include atleast one of the duly authorised representatives of, GA,
NKP Group, the GKP Group and the AKP Group presence shall be required to form a quorum for a General Meeting. A bo
corporate being a Member shall be deemed to be personally present if it is represented in accordance with section 187 o
Act.
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(b) Notwithstanding what is stated in Article 21(i)(a) above, any Shareholder may by notice in writing waive the requirement ¢
the presence of its representative for the purpose of constituting a valid quorum in respect of General Meeting.

BOARD OF DIRECTORS
Article 23 provides that:

(@)

(b)

©

(d)

©)

®

Until otherwise determined by the Company in a General Meeting and subject to Section 252 of the Act, the numbersf Direct
(excluding Debenture Directors and Alternate Directors) shall not be less than three nor more than ten.

So long as:

() the AKP Group, in aggregate, holds not less than 5% of the Equity Shares, the AKP Group shall be entitled to appoint c
permanent Director on the Board of Directors of the Company (the “AKP Nominee”);

(i) the GKP Group, in aggregate, holds not less than 5% of the Equity Shares, the GKP Group shall be entitled to appoint
permanent Director on the Board of Directors of the Company (the “GKP Nominee”);

(iiy the NKP Group, in aggregate, holds not less than 5% of the Equity Shares, the NKP Group shall be entitled to appoint «
permanent Director on the Board of Directors of the Company (the “NKP Nominee”); and

(iv) the GA Group, in aggregate, holds not less than 5% of the Equity Shares, GA shall be entitled to appoint one director on
Board of Directors of the Company (the “GA Nominee”) and each of the other Shareholders undertakes to vote in favour
such nominee for election or re-election to the Board of Directors;

Three of the members of the Board shall be permanent Directors and of whom one will be the AKP Nominee, the GKP Nomil
and, the NKP Nominee (collectively referred to as the “Promoter Nominees” and individually as a “Promoter Nominee”). The G
Nominee Director will be a rotating Director. If a nominee Director of a Group retires, resigns, is removed or otherwsse vacat
office at any time then, subject to Article 23(b) that Group shall be entitled to nominate one replacement Director upon tl
retirement, removal or resignation of their nominee Director and each of the other Shareholders hereby undertake to vot:
favour of the appointment of such nominee Director.

Four non-permanent independent Directors shall be appointed as follows: each of the Promoter Nominees and the GA Nom
shall propose the names of one candidate who is willing to act in the capacity of an independent director on the Board. Wit
a period of 10 days after the proposal of such names, each of the Promoter Nominees, and the GA Nominee shall see
unanimously appoint such Persons as the 4 independent Directors of the Company for such term as shall be decided by
Board. If unanimous consent is not forthcoming within the aforementioned period, as regards a Person or Persons propose
an independent director, the director or directors proposing such Person may propose another Person to act in the capaci
an independent director on the Board of Directors. The Shareholders and all the Directors shall thereupon within 5 days of
receipt of such proposal ensure the passage of the necessary Resolutions to appoint such Person as an independent Di
to the Board of Directors. It is agreed by all the Shareholders and their nominee directors that if any of the aforesaic
independent directors retire or resign or if any vacancy arises for any other reason, all of the Shareholders agree that ¢
vacancy shall be filled in accordance with the procedure set out in this Article 23(d) commencing as from the date of su
vacancy.

Provided that the AKP Group, the GKP Group, the NKP Group, and GA's right to propose the names of Directors under Artic
23(d) shall be subject to reduction as follows:

(1) each of the AKP Group, the GKP Group, the NKP Group, and GA shall not be entitled to propose the names of any Direct
under Article 23(d) if the respective Group holds less than 5% of the Equity Shares of the Company and

(2) If any of the AKP Group, the GKP Group, the NKP Group, and GA are no longer entitled to propose the names of Directc
under Article 23(e)(1), hereinabove, the AKP Group, the GKP Group, the NKP Group, and GA acknowledge and agree |
behalf of themselves and their nominee Directors that such Directors (to the extent the size of the Board of Directors is |
reduced) shall be appointed by the majority of the Board for such term as may be determined by the Board.

Notwithstanding anything contained in these Articles, the Shareholders shall vote in favour of necessary amendments to th
Articles and if such Resolution is passed to resolve to change the composition of the Board prior to a US Listing: (g) to comj
with any US Requirement of Law relating to that US Listing based on an advice of the Company’s US counsel given to the Boz
and which is accepted by the Board or (b) if a majority of the members of the Board (which shall include any three ofgae nomir
Directors representing the AKP Group, the GKP Group, the NKP Group and GA) propose a change in the Board’s compositi
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as a result of advice from the lead underwriter that unless a change is effected to the composition of the Board, itSrcomposi
would have an adverse effect on the US Listing.

Mr. N.K. Patni shall be and shall continue as permanent Chairman of the Board, and each of the AKP Group, the GKP Group,
NKP Group, and the GA Group and their respective nominee Directors shall vote in favour of Mr. N.K. Patni as the Chairman
the Board and the Company. The Shareholders shall cause the Company and the Company shall not cancel the Consult
Agreement except in accordance with the termination provisions therein. The Shareholders shall further ensure that they
their nominee Directors will act and continue to act in accordance with the aforementioned Consultancy Agreement and
ensure the continued secondment of Mr. N.K. Patni, the President of Patni (U.S.A), as the CEO of the Company. Each of the £
Group, the GKP Group, the NKP Group, and the GA Group, and their respective nominee Directors will further ensure throu
the Company, that neither Patni (USA) nor any of its Directors will amend, modify or terminate the terms of Mr. N.K Patni’.
contract with Patni (USA), except in accordance with the terms of such contract. So long as Patni (USA)’s Consultan
Agreement with the Company continues, Mr. N. K. Patni shall continue to be the CEO of the Company. The Chairman sh
preside at all meetings of the Board and the Company. In the absence of Mr. N.K. Patni at any meeting of the Board, the
Nominee shall preside at such meeting as the Chairman. The Chairman shall have a casting vote in the event of a tied vot

If for any reason Mr. N.K. Patni is unable to continue as the Chairman, the members of the Board of Directors sh#ikeappoint
Chairman.

The Shareholders shall continue to exercise their voting rights as shareholders of the Company and cause their respe
nominee Directors on the Board of Directors of the Company to exercise their voting rights to ensure that these Articles :
implemented and acted upon by the Shareholders, and by the Company and to prevent the taking of any action by the Com|
or by any Shareholder or any of their nominee Directors, which is contrary to or with a view or intention to evade oedefeat t
terms as contained in these Articles.

The nominee Directors of the AKP Group, the GKP Group, the NKP Group, and GA, as the case may be, shall hold office at t
pleasure of the AKP Group, the GKP Group, the NKP Group, and GA, as the case may be, and be subject to removal by the /
Group, the GKP Group, the NKP Group, and GA, as the case may be. Each of the AKP Group, the GKP Group, the NKP Gro
and GA and all the Shareholders hereby agree that, at any time they are entitled to vote for the appointment or remova
directors, they will vote in favour of the election of, and will not vote in favour of the removal of any nominees of asycbther
Group unless such removal shall be either at the request of such Group that designated such nominee for election to the B
of Directors or by reason of Section 283 of the Act. If required by the nominating Group, all of the other Shareholders agree
vote for the election as well as the removal, as the case may be, of a Director nominated by the AKP Group, the GKP Group,
NKP Group, and GA, as the case may be. As and when there is a vacancy on the Board of the Company for any cause or re
out of the Directors nominated, such vacancy shall, subject to Article 23(b), be filled by the AKP Group, the GKP Group, the NK
Group, and GA, as the case may be, whose nominee Director has vacated office.

In respect of each committee of the Board of Directors, GA is entitled to nominate one of the members to each ofrithe audit :
compensation committees and such other committees, so long as GA holds 5% or more of the Equity Shares.

No individual shall be appointed to the board of directors of any Subsidiary unless such appointment has been recommen
by the Board of Directors. The Company will circulate the minutes of the meetings of all Subsidiaries to the membersrdf the Boz
of Directors.

NO QUALIFICATION SHARES FOR DIRECTORS
Article 27 provides that:

A Director shall not be required to hold any qualification shares.
REMUNERATION OF DIRECTORS
Article 28 provides that:

(1)

@)

The remuneration payable to each Director for every Meeting of the Board or Committee of the Board attended by them shal
such sum as may be determined by the Board from time to time within the maximum limits prescribed from time to time by tl
Central Government pursuant to the first proviso to Section 310 of the Act.

The terms, conditions and remuneration of Mr. G. K. Patni and Mr. A. K. Patni, as Executive Directors of the Company are
accordance with Schedule | hereto,
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TRAVEL EXPENSES OF DIRECTORS
Article 29 provides that:

The Board shall pay to or on behalf of any Director such sums incurred for travelling, boarding, lodging and other expeades inc
for the purpose of attending Board Meetings / committee meetings in addition to his fee for attending such meetings as ab
specified and if any Director be called upon to go or reside out of town where he normally resides or to go abroad ontyie Compa
business he shall be entitled to be repaid and reimbursed travelling and other expenses incurred in connection wittstbe busine
the Company.

QUORUM
Article 35 provides that:

Subject to Section 287 of the Act, the quorum for a Meeting of the Board shall be the presence of at least four (4) Diokctors w
must include at least one nominee Director (or his or her alternate) of each of the AKP Group, the GKP Group, the NKRIGroup, :
GA (unless the absent nominee Director consents in writing to a quorum requirement being satisfied despite his or her absenc

Provided that where at any time the number of interested Directors exceeds or is equal to two thirds of the total stnenttky the
of remaining Directors, that is to say, the number of Directors who are not interested, present at the Meeting beitgndtiess t
shall be the quorum during such time.

Articles 36 provides that:

(@) Ifany duly convened Board meeting cannot be held for want of a Quorum, in terms of Article 35 above then such a rtheeting s|
automatically stand adjourned for 7 days after the original meeting to the same time and place, or if that day is a &alic Holi
on the next succeeding day which is not a Public Holiday to the same time and place.

(b) Provided however, the adjourned meeting may be held on such other date and such other place as may be unanimously a
by a nominee Director of each of the AKP Group, GKP Group, NKP Group and GA.

(c) Ifinthe event of a Quorum once again not being available at such an adjourned meeting, the Directors present stall consti
the Quorum.

POWERS OF THE BOARD
Article 38 provides that, Subject to the provisions of the Act and these Articles:

(@ The Board of Directors shall be entitled to exercise all such powers and to do all such acts and things as the Compan
authorised to exercise and do,

(b) The Board of Directors is vested with the entire management and control of the Company, including as regards any and
decisions and resolutions to be passed, for and on behalf of the Company, and

(c) All the members of the Board of Directors shall be entitled to inspect the books and papers of the Company and / or ca
inquiries to be made about the business affairs and operations of the Company in a manner as decided by the Board from
to time.

GENERAL POWERS OF THE BOARD
Article 45 provides that:

The Board of Directors of the Company shall be entitled to exercise all such powers, and to do all such acts and things, as
Company is authorised to exercise and do.

POWERS OF MANAGEMENT
Article 48 provides that:

The officers of the Company shall be responsible for the implementation of the decisions of the Board of Directors aitlitbe subje
the authority and direction of the Board of Directors and shall conduct the day to day business of the Company.

DIVIDENDS
Article 51 provides that:
(@) The profits of the Company, subject to any special rights relating thereto created or authorised to be created by titeiMemora
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or these Articles and subject to the provisions of these Articles shall be divisible among the Members in proportion to tl
amount of capital Paid-up or credited as Paid-up and to the period during the year for which the capital is Paid-up es the Sh:
held by them respectively. Provided always that, (subject as aforesaid), any capital Paid-up on a Share during the perio
respect of which a Dividend is declared, shall unless the Directors otherwise determine, only entitle the holder of $ach Shar
an apportioned amount of such Dividend as from the date of payment.

Subject to the provisions of Section 205 of the Companies Act, 1956 the Company in General Meeting may declare Dividen
to be paid to Members according to their respective rights and interest in the profits but no Dividends shall exceed the amc
recommended by the Board, but the Company in General Meeting may declare a smaller Dividend, and may fix the time
payments not exceeding 30 days from the declaration thereof.

() No Dividend shall be declared or paid otherwise than out of profits of the Financial Year arrived at after providing fo
depreciation in accordance with the provisions of Section 205 of the Act or out of the profits of the Company for an
previous Financial Year or years arrived at after providing for depreciation in accordance with those provisions ar
remaining undistributed or out of both provided that: -

(¢ if the Company has not provided for depreciation for any previous Financial Year or years it shall, before declaring «
paying a Dividend for any Financial Year provide for such depreciation out of the profits of that Financial Year or ou
of the profits of any other previous Financial Year or years,

(y) if the Company has incurred any loss in any previous Financial Year or years, the amount of the loss or an amo
which is equal to the amount provided for depreciation for that year or those years whichever is less, shall be set
against the profits of the Company for the year for which the Dividend is proposed to be declared or paid or against t
profits of the Company for any previous Financial Year or years arrived at in both cases after providing for depreciatic
in accordance with the provisions of sub-section (2) of Section 205 of the Act or against both.

(i) The declaration of the Board as to the amount of the net profits shall be conclusive.

The Board may from time to time, pay to the Members such Interim Dividend as in their judgment the position of the Compal
justifies.

Where capital is paid in advance of calls upon the footing that the same shall carry interest, such capital shaltaotywigjist
interest, confer a right to participate in profits or Dividend.

() Subjectto the rights of Persons, if any, entitled to Shares with special rights as to Dividend, all Dividends sbialidxt d
and paid according to the amounts paid or credited as paid on the Shares in respect whereof Dividend is paid but if an
long as nothing is Paid upon any Shares in the Company, Dividends may be declared and paid according to the amount
the Shares.

(i) No amount paid or credited as paid on Shares in advance of calls shall be treated for the purpose of this regulation as |
on Shares.

(i) All Dividends shall be apportioned and paid proportionately to the amounts paid or credited as paid on the Shares dur
any portion or portions of the period in respect of which the Dividend is paid, but if any Shares are issued on tern
providing that it shall rank for Dividend as from a particular date such Shares shall rank for Dividend accordingly.

Subject to the provisions of the Act, the Board may retain the Dividends payable upon Shares in respect of which any Per
is, under Article 17(m) of the Articles entitled to become a Member, or which any Person under that Article is entitkfdrto tran
until such Person shall become a Member, in respect of such Shares or shall duly transfer the same.

Any one of several Persons who are registered as the joint-holders of any Share may give effectual receipts for alldDividend
bonus and payments on account of Dividends or bonus or sale proceeds of fractional certificates or other moneys payabl
respect of such Shares.

Subject to the provisions of the Act, no Member shall be entitled to receive payment of any interest or Dividends of respect
his Share or Shares, whilst any money may be due or owing from him to the Company in respect of such Share or Share
otherwise, howsoever, either alone or jointly with any other Person or Persons and the Board may deduct from the interes
Dividend payable to any Member all sums of money so due from him to the Company.

A transfer of Shares shall not pass the right to any Dividend declared thereon before the registration of the transfer.

274




(k)

0
(m)

patmi

Unless otherwise directed any Dividend may be paid by cheque or warrant or by a pay slip or receipt having the force o
cheque or warrant sent through the post to the registered address of the Member or Person entitled or in case of joint-hol
to that one of them first named in the Register of Members in respect of the joint-holding. Every such cheque or wdreant shall
made payable to the order of the Person to whom it is sent and in case of joint-holders to that one of them first named in
Register of Members in respect of the joint-holding. The Company shall not be liable or responsible for any cheque or warr:
or pay slip or receipt lost in transmission, or for any Dividend lost to the Member or Person entitled thereto by the forge
endorsement of any cheque or warrant or the forged signature on any pay slip or receipt of the fraudulent recovery of
Dividend by any other means. If two or more Persons are registered as joint-holders of any Share or Shares any one of then
give effectual receipts for any moneys payable in respect thereof. Several Executors or Administrators of a deceased Memb
whose sole hame any Share stands, shall for the purposes of this clause be deemed to be joint-holders thereof.

No unpaid Dividend shall bear interest as against the Company.

Any General Meeting declaring a Dividend may on the recommendation of the Board, make a call on the Members of sL
amount as the Meeting fixes, but so that the call on each Member shall not exceed the Dividend payable to him, and so tha
call be made payable at the same time as the Dividend; and the Dividend may, if so arranged between the Company anc
Members, be set-off against the calls.

CAPITALISATION OF PROFITS
Article 52 states that the Company in General Meeting may, upon the recommendation of the Board, resolve:

0
(i

(i)

that it is desirable to capitalise any part of the amount for the time being standing to the credit of any of the Coesparg/’s
accounts or to the credit of the profit and loss account or otherwise available for distribution, and

that such sum be accordingly set free from distribution in the manner specified herein below in clause (iii) amongst tlse Memb
who would have been entitled thereto, if distributed by way of Dividends and in the same proportions.

The sum aforesaid shall not be paid in cash but shall be applied either in or towards:
(@) paying up any amounts for the time being unpaid on any Equity Shares held by such Members respectively;

(b) paying up in full, un-issued Equity Shares of the Company to be allotted and distributed, credited as fully Paid up, to a
amongst such members in the proportions aforesaid; or

(c) partly in the way specified in sub-clause (a) and partly in the way specified in sub-clause (b).

AMENDMENT TO MEMORANDUM AND ARTICLES OF ASSOCIATION
Article 58 provides that:

(@)

(b)
()

(d)

The Members shall vote all the Shares owned or held of record by such Members at any Annual or Extraordinary Gene
Meeting of the Company in accordance with these Articles.

The Members shall not pass any resolution or take any decision which is contrary to any of the terms of these Articles.

The Articles of the Company shall not be amended unless Members holding not less than 75% of the Shares (who are ent
to vote) cast votes in favour of each such amendment of the Articles and which shall include the favourable votes aé each of
AKP Group, GKP Group, NKP Group and GA respectively, so long as each of the respective Groups hold at least 10% of 1
Shares of the Company and vote on such amendment/s.

Notwithstanding anything stated in these Articles, if the members of the AKP Group, the GKP Group, the NKP Group, or the C
Group cease to individually hold as a Group (but not as a result of contravention of any term or condition of these Articles |
any Person other than a member of that Group), at least 5% of the Company’s Equity Shares at any time then the rights
obligations of the members of that Group as Shareholders under these Articles shall cease but such cessation shall ha\
effect on any of their accrued rights or remedies.
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MATERIAL CONTRACTS AND DOCUMENTS FOR INSPECTIONS

The following Contracts (not being contracts entered into in the ordinary course of business carried on by our Compad/ or ente
into more than two years before the date of this Prospectus) which are or may be deemed material have been enteredeut to be e
into by our Company. These Contracts, copies of which have been attached to the copy of this Prospectus, deliveredtarthe Reg
of Companies, Maharashtra located at Mumbai for registration and also the documents for inspection referred to hereunder, me
inspected at the corporate office of our Company situated at Akruti Softech Park, MIDC Cross Road No. 21, Andheri East, Muml
400 093 from 10.00 a.m. to 4.00 p.m. from the date of this Prospectus until the Bid/Offer Closing Date.

Material Contracts

1

Letter of appointment to DSP Merrill Lynch Limited and Kotak Mahindra Capital Company Limited as BRLMs and Citigroup
Global Markets India Private Limited as CBRLM from Patni dated September 4, 2003 and November 12, 2003 appointing them
BRLMs and CBRLM, respectively.

Letters from Karvy Consultants Limited to Patni dated September 19, 2003 and October 6, 2003 offering their services
Registrars to the Offer and Patni’'s acceptance dated October 6, 2003 of the same.

Memorandum of Understanding amongst Patni, on its own behalf and on behalf of the Selling Shareholders, BRLMs and
Book Running Lead Manager.

Material Documents

1
2.

10.
11

12.
13.

14.
15.
16.
17.

Our Memorandum and Articles of Association as amended from time to time;

Shareholders Agreement dated July 15, 2002 as amended August 1, 2003 and Letter dated October 25, 2003 among GE Ce
GE Tech, GA, NKP Group, AKP Group and GKP Group;

Consultancy Agreement between Patni Computer Systems, Inc., and Patni and the Employment Agreement of Mr. Narendr:
Patni including Amendments thereof;

Registration Rights Agreement dated July 15, 2002 between the Company, GA, GE Capital, GE Tech, Mr. Ashok K. Patni, N
Gajendra K. Patni and certain of their relatives (collectively, the “Patni RRA Shareholders”), Mr. Narendra K. Patni @msiSolut
Inc.

Deposit Agreement dated July 15, 2002 between the Company, The Bank of New York (the “Depository”) and the owners of
beneficial owners of ADRs;

Copies of Annual reports of Patni and its subsidiaries for the years ended December 31, 1998, 1999, 2000, 2001, 200z
applicable;

Annual reports for the last 5 years, as applicable, of the group companies;

Copy of the tax benefit report dated October 29, 2003 from our Auditors;

Report of the Auditors Bharat S. Raut & Co. dated November 6, 2003;

Reports of the U.S. GAAP Accountants KPMG dated September 19, 2003 and November 6, 2003;

Consents of Auditors, Bankers to the Company, BRLMs, Co Book Running Lead Manager, Syndicate Members, U.S. counse
Underwriters, domestic legal counsel to Underwriters, domestic legal counsel to Company, Directors, Company Secretz
Registrars, Bankers to the Offer, as referred to, in their respective capacities;

List giving details of 205 pending cases and 69 resolved cases against PCS Industries Limited;

General Power of Attorney executed by Directors in favour of person(s) for signing and making necessary changes in
Prospectus;

Listing application filed with BSE and NSE;

In principal listing approvals from BSE dated November 18, 2003 and NSE dated December 2, 2003;

Approval letter numbered 3/70/SIA/NFC/99/NRI dated October 23, 2003 from Gol, Ministry of Finance and Company Affairs;
In principle approval vide letters numbered EC.Mumbai.FID/6210/04.02.01/2003-04 and EC.Mumbai.FID/04.02.01/6456/P-7
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2003-04 dated December 24,2003 and January 7,2004, respectively from the RBI;
Tripartite agreement between the NSDL, our Company and Karvy Consultants Ltd. dated August 9,2002;
Tripartite agreement between the CDSL, our Company and Karvy Consultants Ltd. dated January 8, 2004;

Due Diligence Certificate dated November 13, 2003 to SEBI from DSP Merrill Lynch Limited and Kotak Mahindra Capital
Company Limited; and

SEBI observation letter No. CFD/DIL/SNB/42/2004 dated January 2,2004 andin-seriatim reply dated January 12,2004.
Underwriting Agreement dated February 10, 2004.
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DECLARATION

All the relevant provisions of the Companies Act, 1956, and the guidelines issued by the Government of India or the guidelines
issued by the Securities and Exchange Board of India, established under Section 3 of the Securities and Exchange Board of India Act,
1992, as the case may be, have been complied with and no statement made in this Prospectus is contrary to the provisions of the
Companies Act, 1956, the Securities and Exchange Board of India Act, 1992 or rules made thereunder or guidelines issued, as the
case may be. We further certify that all the statementsin this Prospectus are true and fair.

GE Capital assumes no responsibility for any of the statements made by the Company in this Prospectus including without limitation
all information clauses relating to the Company, its businesses, its affairs and its disclosures, except statements with relation to GE
Capital asa Selling Shareholder.

SGNEDBY ALL THEDIRECTORS

Mr. Narendra K. Patni, Chairman and CEO

Mr. GajendraK. Patni, Executive Director

Mr. Ashok K. Patni, Executive Director

Mr. Arun Duggal, Independent Director (through his constituted attorney Mr. Narendra K. Patni)

Ms. Susan G. Esserman, Independent Director (through her constituted attorney Mr. Narendra K. Patni)
Mr. William O. Grabe, Director (through his constituted attorney Mr. Abhay Havaldar)

Mr. Anupam Puri, Independent Director (through his constituted attorney Mr. Abhay Havaldar)

Mr. Pradip Shah, Independent Director (through his constituted attorney Mr. Gajendra K. Patni)

Mr. Ramesh Venkateswaran, Independent Director (through his constituted attorney Mr. Ashok K. Patni)

SIGNED BY THE SELLING SHAREHOLDERS

Mr. Ggjendra K. Patni

Mr. Ashok K. Patni

GE Capital Mauritius Equity Investment (through their constituted attorney Patni Computer Systems Ltd.)

SIGNED BY THE CHIEF FINANCIAL OFFICER
Mr. Deepak Sogani

Date : February 10,2004

Place : Mumbai, India
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Definitions

Term

“Patni” , “our Company” , “Patni

Computer Systems Ltd” , “we”, “us”,
“Patni and its subsidiaries” and “our”

DEFINITIONS AND ABBREVIATIONS

Description

Unless the context otherwise requires, refers to, Patni Computer Systems Limited, a public
limited company incorporated under the Companies Act, together with
its subsidiaries.

Offer Related Terms and Abbreviations

Term

AS

AKP Group

Articles/ Articles of Association
Auditors

Banker(s) to the Offer
Bid

Bid Amount

Bid / Offer Closing Date

Bid cum Application Form

Bid / Offer Opening Date

Bidder
Bidding Period/ Offer Period

Board of Directors/ Board/ Directors
Book Building Process/ Method

BRLMs

Brokers to the Offer
BSE
CAGR

CAN/ Confirmation of Allocation Note

CDSL

CBRLM
Companies Act
Cut-off Price
Depositories Act
Depository

Depository Participant
Designated Date

Description

Accounting Standards as issued by the Institute of Chartered Accountants of India
Mr. Ashok K. Patni and certain of his family members
Articles of Association of our Company, Patni Computer Systems Limited

The statutory auditors of our Company, Bharat S. Raut, chartered accountants for Indian GAAP; and
KPMG, chartered accountants for U.S. GAAP

Citibank N. A., HDFC Bank Limited, ICICI Bank Limited, Kotak Mahindra Bank Limited, Standard
Chartered Bank

An offer made during the Bidding Period by a prospective investor to acquire the Equity Shares of the
Company at a price within the Price Band, including all revisions and modifications thereto

The higlst value of the optional Bids indicated in the Bid cum Application Form or, for Retail Bidders
if applicable, the value of the Bid at the “cut-off price”, and payable by the Bidder on submission of the
Bid in the Offer

The date after which the members of the Syndicate will not accept any Bids for the Offer, whieh shall b
notified in a widely circulated English national newspaper and Hindi national newspaper with wide
circulation

The form in terms of which the Bidder shall make an offer to purchase Equity Shares of our Company
and which will be considered as the application for transfer of the Equity Shares in terms of this
Prospectus

The date on which the Members of the Syndicate shall start accepting Bids for the Offer, which shall be
the date notified in an English national newspaper and a Hindi national newspaper with wide circulation

Any prospective investor who makes a Bid pursuant to the terms of this Prospectus

The period between the Bid/ Offer Opening Date and the Bid/ Offer Closing Date inclusive oysoth da
and during which prospective Bidders can submit their Bids

The Board of Directors of Patni Computer Systems Limited or a committee thereof

Book building route as provided in Chapter XI of the SEBI Guidelines, in terms of which this Offer
made

Book Running Lead Managers to the Offer, in this case being DSP Merrill Lynch Limited and Kotak
Mahindra Capital Company Limited

Brokers registered with any recognised stock exchange, appointed by the members of the Syndicate
The Stock Exchange, Mumbai
Compounded annual growth rate

Means the note or advice or intimation of allocation of Equity Shares sent to the Bidders who have been
allocated Equity Shares in the Book Building Process

Central Depository Services Limited

Citigroup Global Markets India Private Limited, Co Book Running Lead Manager
The Companies Act, 1956, as amended from time to time

The offer price finalised by the Company in consultation with the BRLMs

The Depositories Act, 1996, as amended from time to time

Adepository registered with SEBI under the SEBI (Depositories and Participant) Regulations, 1996, as
amended from time to time

Adepository participant as defined under the Depositories Act

The date on which funds are transferred from the Escrow Account to the Public Offer Account after the
Prospectus is filed with the RoC, following which the Board of Directors shall allot/transfer Equity
Shares to successful bidders
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Term

Designated Stock Exchange

Prospectus

DSPML

EEFC

EPS

Equity Shares
Escrow Account

Escrow Agreement

Escrow Collection Bank(s)

FCNR Account
FEMA

FllI/ Foreign Institutional Investor

Financial year/fiscal/FY
FIPB

First Bidder
Fresh Issue

GA

GE

GE Group

GIR Number
GKP Group
Hitachi Group
HP or HP Group
HUF

I.T. Act

KMCC

Margin Amount

Memorandum/ Memorandum of
Association

NAV
NKP Group
Non Institutional Bidders

Non Institutional Portion

Non Residents

Patni Computer Systems Limited

Description

BSE

Means this Prospectus issued in accordance with Section 60B of the Companies Act, which does not have
complete particulars on the price at which the Equity Shares are offered and the size of the Offer. It
carries the same obligations as are applicable in case of a Prospectus and will be filed with RoC at least
three days before the Bid/ Offer Opening Date. It will become a Prospectus after filing with Registrar of
Companies after the pricing

DSP Merrill Lynch Limited
Export Earner’s Foreign Currency account
Earnings per equity share
Equity shares of the Company of Rs.2 each unless otherwise specified in the context thereof

Account opened with Escrow Collection Bank(s) and in whose favour the Bidder will issue cheques or
drafts in respect of the Bid Amount when submitting a Bid

Agreement entered into by the Company, Escrow Collection Banks, the Registrar to the Offer and the
members of the Syndicate for collection of the Bid Amounts and refunds of the amounts collected to the
Bidders

The banks which are clearing members and registered with SEBI as Banker to the Issue at which th
Escrow Account for the Offer will be opened

Foreign Currency Non Resident Account

Foreign Exchange Management Act, 1999, as amended from time to time, and the regulations framed
thereunder

Foreign institutional investor (as defined under SEBI (Foreign Institutional InvestorgtiRegu
1995) registered with SEBI under applicable laws in India

The twelve months ended December 31 of a particular year

Foreign Investment Promotion Board

The Bidder whose name appears first in the Bid cum Application Form or Revision Form
The issue of 13,400,000 Equity Shares at the Offer Price by the Company in terms of this Prospectus
General Atlantic Mauritius Limited

General Electric

General Electric International Inc. and its affiliates

@neral Index Registry Number

Mr. Gajendra K. Patni and certain of his family members

Hitachi and its affiliates

Hewlett-Packard Company and its affiliates

Hindu Undivided Family

The Income-Tax Act, 1961, as amended from time to time, except as stated otherwise
Kotak Mahindra Capital Company Limited

The amount paid by the Bidder at the time of submission of his/her Bid, being 0% to 100% of the Bid
Amount

The Memorandum of Association of our Company

Net Asset Value
Mr.Narendra K. Patni, certain of his family members, iSolutions Inc., and certain of their named entities

All Bidders that are not Qualified Institutional Buyers or Retail Bidders and who have Bid for Equity
Shares for an amount more than or equal to Rs.50,000

The portion of the Offer being 2,808,600 Equity Shares of Rs.2 each available for allocation to Non
Institutional Bidders

All Bidders who are not NRIs or Flls and are not persons resident in India
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Term
NRE Account
NRI/ Non Resident Indian

NSDL

NSE

Offer

Offer for Sale

Offer Period
Offer Price

PAN
Pay-in Date
Pay-in-Period

Price Band

Pricing Date
Promoters

Prospectus
Public Offer Account

Qualified Institutional Buyers or QIBs

QIB Portion
RBI
Registered Office of our Company

Registrar to the Offer
Retail Bidder(s)
Retail Portion
Revision Form

RoC
SCRR
SEBI
SEBI Act

Description

Non Resident External Account

Non-resident Indian, is a person resident outside India, as defined in FEMA and who is a citizen of India
or a Person of Indian Origin, and as defined under FEMA (Transfer or Issue of Security by a Person
Resident Outside India) Regulations, 2000

National Securities Depository Limited
National Stock Exchange of India Limited
The Fresh Issue and Offer for Sale, collectively

The offer for sale by the Selling Shareholders of our Company of 5,324,000 Equity Shares at the Offer
Price in terms of this Prospectus

The offer period shall be January 27, 2004, the offer opening date, to February 5, 2004

The final price at which Equity Shares will be transferred in terms of this Prospectus. The Offer Price
will be decided by the Company in consultation with the BRLMs on the Pricing Date

Permanent Account Number
Bid Closing Date or the last date specified in the CAN sent to Bidders, as applicable

This term means (i) with respect to Bidders whose payment has not been waived by the Members of the
Syndicate and are therefore required to pay the maximum Bid Amount into the Escrow Account, the
period commencing on the Bid/Offer Opening Date and extending until the Bid/Offer Closing Date, and
(i) with respect to Bidders whose payment has been initially waived by the members of the Syndicate and
are therefore not required to pay the maximum Bid Amount into the Escrow Account on or prior to the
Bid/Offer Closing Date, the period commencing on the Bid/Offer Opening Date and extending until the
closure of the Pay-in Date

Price band of a minimum price (floor of the price band) of Rs. 200 and the maximum price (cap of the
price band) of Rs. 230 and includes revisions thereof

The date on which Company in consultation with the BRLMs finalize the Offer Price
Narendra K. Patni, Ashok K. Patni, Gajendra K. Patni and iSolutions Inc.

The Prospectus to be filed with the RoC containimger alia, the Offer Price that is determined at the
end of the Book Building process, the size of the Offer and certain other information

Account opened with the Bankers to the Offer to receive monies from the Escrow Account for the Offer
on the Designated Date

Public financial institutions as specified in Section 4A of the Companies Act, Fléseegisth SEBI,
scheduled commercial banks, mutual funds registered with SEBI, multilateral and bilateral development
financial institutions, venture capital funds registered with SEBI, foreign venture capital investors
registered with SEBI, state industrial development corporations, insurance companies registered with
Insurance Regulatory and Development Authority, provident funds with minimum corpus of Rs.250
million and pension funds with minimum corpus of Rs.250 million

The portion of the Offer being 11,234,400 Equity Shares of Rs.2 each available for allocation to QIBs
Reserve Bank of India
S-1A Irani Market Compound, Yerawada, Pune 411 066

Registrar to the Offer, in this case being Karvy Consultants Limited having its registered office as
indicated on the cover page of this Prospectus

Individual Bidders (including HUFs and NRIs) who have not Bid for Equity Shares for an amount more
than or equal to Rs.50,000, in any of the bidding options in the Offer

The portion of the Offer being 4,681,000 Equity Shares of Rs.2 each available for allocation to Retail
Bidder(s)

The form used by the Bidders to modify the quantity of Equity Shares or the Bid Price in any of their Bid
cum Application Forms or any previous Revision Form(s)

Registrar of Companies, Maharashtra, Pune

Securities Contracts (Regulation) Rules, 1957, as amended from time to time
The Securities and Exchange Board of India constituted under the SEBI Act
Securities and Exchange Board of India Act, 1992, as amended from time to time
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Term
SEBI Guidelines

Selling Shareholders
Shareholders Agreement

Stock Exchanges

Syndicate

Syndicate Agreement

Syndicate Members

TRS/ Transaction Registration Slip

Underwriters

Underwriting Agreement

Patni Computer Systems Limited

Description

SEBI (Guidelines for Disclosure and Investor Protection), 2000 issued by SEBI effective from January
27, 2000, as amended, including instructions and clarifications issued by SEBI from time to time

Mr. Gajendra K. Patni, Mr. Ashok K. Patni, GE Capital Mauritius Equity Investment

Agreement dated July 15, 2002, as amended on August 1, 2003 and October 25, 2003 between |
Capital, GE Tech, GA, NKP Group, GKP Group and AKP Group

BSE and NSE
The BRLMs, the Co Book Running Lead Manager and the Syndicate Members
Agreement between the Company and members of the Syndicate
Kotak Securities Limited and Enam Financial Consultants Private Limited
The slip or document issued by the members of the Syndicate to the Bidder as proof of registration of the
Bid
The BRLM, the Co Book Running Lead Manager and Syndicate Members

The Agreement between the members of the Syndicate and our Company and the Selling Shareholders
to be entered into on the Pricing Date

In this Prospectus, references to “allotment” of Equity Shares in this Offer, unless the context otherwise requiresdalso inclu
reference to “transfer” of Equity Shares.

In this Prospectus, any discrepancies in any table between total and the sum of the amounts listed are due to rounding.
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GLOSSARY OF TECHNICAL AND INDUSTRY TERMS

Term Description
AM Automated Mapping
BCP Business Continuity Planning
BPO Business Process Outsourcing
CAD Computer Aided Design
CAE Computer Aided Engineering
CAM Computer Aided Manufacturing
DRP Disaster Recovery Planning
EAS Enterprise Application Systems
ERP Enterprise Resource Management
ESM Enterprise Systems Management
FM Facility Mapping
FPGA Field Programmable Gate Array
GIS Geographical Information Systems
IASA Insurance and Accounting Systems Association
IT Information Technology
LOMA Life Office Management Association
MIS Management Information Systems
MSA Master Services Agreement
P-CMM People — Capacity Maturity Model
R &D Research and Development
SCM Supply Chain Management
SEI-CMM Software Engineering Institute - Capacity Maturity Model
SLA Service Level Agreement
VLSI Very Large Scale Integration
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