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POLARIS SOFTWARE LAB LIMITED

DIRECTORS’ REPORT

To the Members,
Your Directors have great pleasure in presenting the Fifteenth Annual Report together
with the Audited Statements of Accounts for the year ended March 31, 2008.

1. Financial Results
a. Stand alone results of Polaris Software Lab Limited

Rs. in Lacs
Year ended March 31 2008 2007
Profit (including other income) before Depreciation,
Finance Charges, provision for diminution in value of
investments and Tax 10,478 13,790
Less:
Finance charges 60 57
Provision for diminution in value of investments 103 18
Depreciation & Amortisation 3,907 4,330
Profit Before Tax 6,408 9,385
Less: Provision for tax including Deferred
Tax and Fringe Benefit Tax 1,145 1,426
Profit After Tax 5,263 7,959
Add: Surplus brought forward 19,233 14,599
Profit available for appropriation 24,496 22,558
Appropriations:
Provision for proposed dividend 1,480 2,218
Tax on Distributed profits 251 311
Transferred to General Reserve 526 796
Balance Transferred to Balance Sheet. 22,239 19,233

b. Consolidated results of Polaris Software Lab Limited and its subsidiaries

Rs. in Lacs
Year ended March 31 2008 2007
Profit (including other income) before Depreciation,
Finance Charges, provision for diminution in value of
investments& others and Tax 13,630 16,751
Less:
Finance charges 79 84
Depreciation 4,602 4,811
Profit Before Tax 8,949 11,856
Less: Provision for tax including Deferred
Tax and Fringe Benefit Tax 1,611 1,991
Profit After Tax before share of profit / (loss) of
associate companies 7,338 9,865
Share of profit / (loss) of associate companies (17) 241
Net Profit for the year 7,321 10,106
Add: Surplus brought forward 22,494 15,712
Profit available for appropriation 29,815 25,818
Appropriations
Dividend 1,480 2,218
Tax on Distributed profits 251 311
Transferred to General Reserve 526 796
Balance Transferred to Balance Sheet. 27,558 22,493
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2. Results of operations

The consolidated income of Polaris Software Lab Limited from Software development
services, products and Business Process Outsourcing for the year ended March 31,
2008 stood at Rs.109,930 Lacs, registering a growth of around 6.48% over the previous
year's revenues of Rs.103,237 Lacs. The consolidated Net Profit for the fiscal year ended
March 31, 2008 stood at Rs.7,321 Lacs as against the previous year's Consolidated Net
Profit of Rs.10,106 Lacs. The Reserves increased from Rs.55,225 Lacs in 2006-07 to Rs.
60,815 Lacs in 2007-2008.

The Company caters to its clients through its worldwide offices and its global business
distribution encompasses United State of America (USA), Europe, Asia Pacific, India
and Middle East. In 2007-08, USA contributed 35.10%, Europe contributed 31.34%, Asia
Pacific, and India & Middle East contributed 33.56%.

3.  Future outlook

According to the Nasscom report of 2008, India continues to be a primary destination
for outsourcing and is also emerging as a hotbed for products and innovation. Within
the outsourcing arena, the Money Verticals - Banking Financial and Insurance form the
lions share and are the most highly evolved outsourcing sectors both for IT outsourcing
and BPO. Continued growth predicted in these verticals provides the opportunity for
Polaris to increase the share of the business in these verticals, given the following
advantages:

• Only top 10 players from India to be fully focused on the Money Verticals

• Ownership of the most contemporary and broad range of Intellectual
Property for the Money Verticals (Intellect Suite) including investment into R&D

From the Geographic perspective, market analysts like Gartner predict a slower growth
rate for Banking and Insurance Technology Outsourcing in the industrialized countries,
while high growth is expected in the emerging economies. In addition the US markets
are also experiencing a slow down due to the Sub prime crisis.

For Polaris, the emerging markets pose lucrative opportunities for growth led by the
Intellect Suite, while a broad geographic spread across regions enables the company
to tide over the impact of economic slowdown in the USA. Outsourcing services such as
Testing, Enterprise Solutions, and Business Intelligence are expected to experience
good demand over the next few years.

Acute shortage of legacy technology skills and inability of older core systems to offer
the global growth demanded, today is causing banks across the world to commence
modernization programs. Redundant functionality and existing rigid systems are also
inhibiting banks to respond to time-to-market needs and with the advent of Service
Oriented Architecture (SOA) based solutions and software services, Banks are able to
respond faster to their customer needs.

Trends showing increased adoption of SOA and the predicted opening up of the legacy
modernization market as well as core banking renewal are also favorable to the
company's growth strategy and direction and its focus on next generation solutions
that leverage latest concepts such as SOA.

Key high growth areas visible across geos and across all Banking domains are:

• Retail, Core and Private Banking Front Office Applications
• SOA Reengineering and Modernization of Core Banking Platforms
• Global Portal solutions
• Global Cash and Liquidity solutions
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• Wealth Management and Investor Services
• Application Testing
• Specialist Services and Consulting
• BPO

4. Dividend

Your Directors please to recommend a dividend @ 1.50 per share (30% on the nominal
value of Rs.5/- per equity share) for the financial year 2007-08. The dividend, if approved
at the forth coming Annual General Meeting, will be paid out of profits of the Company
for the year to those equity shareholders whose name appear on the Register of
Members of the Company on 10th July 2008 and to those whose names appear as
beneficial owners in the records of National Securities Depository Limited and Central
Depository Services (India) Limited on the said date.

5.  Strategic Initiatives during the Year

• The Company entered the African Market with a significant win from one of the
largest Banks in Africa, with the Intellect Treasury platform

• Total employee strength crossed the significant milestone of 10,000 this year and
the talent program continued around the strategy of nurturing specialists in sub
verticals and specialty skills.

• The Company has set up a Centre of Excellence (CoE) for Algorithmic create a talent
pool of trained resources in the Risk Management arena

• Polaris set up a dedicated Test Lab at Sydney to offer round the clock availability
of testing services

• Corporate Heights, a center for Modernization of Treasury Technology was opened
at Goregaon, Mumbai. This new state-of-the-art, 66000 square foot facility housing
500 experts would focus on providing technology modernization services in treasury
departments of banks and multi-national companies, besides offering specialized
products and components for trading, operations and liquidity management.

6. Increase in share capital

The Company has allotted 92,470 number of Equity Shares of Rs.5/- each pursuant to
the exercise of employee stock options during the year as detailed hereunder:-

Date of Scheme Option No. of No. of Total Shares
Allotment Price (Rs.) Allottees Shares
18/07/2007 ASOP 2000 123.65 2 4,000 66,655

ASOP 2000 71.50 1 50
ASOP 2001 123.65 2 4,000
ASOP2001 57.00 6 1,305
ASOP2003 137.4 4      1,000
ASOP2003 76.60 27 52,600
ASOP2003 116.10 2 700
ASOP2003 152.95 3 3,000

17/10/2007 ASOP2000 71.50 1 100 20,175
ASOP2001 57.00 6 2,775
ASOP2001 71.50 2 3,000
ASOP2003 76.60 6 14,300

23/01/2008 ASOP2000 71.50 2 140 5,640
ASOP2003 76.60 6 5,500
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In view of the above, the issued, subscribed and paid-up equity share capital increased
from 98,582,127 equity shares of Rs.5/- each as on March 31, 2007 to 98,674,597 equity
shares of Rs.5/- each as on March 31, 2008. All the above newly alloted shares are
listed and traded on stock exchanges.

7. Employees Stock Option Scheme

The Company has 4 Stock Option Schemes as on 31st March 2008. During the year, your
Company has granted options to the eligible Associates under the Associate Stock
Option Plan 2003 as per SEBI Guidelines on (ESOP & ESPS). The Company has not granted
any options under ASOP 2000, ASOP 2001 and ASOP 2004 Plans during the year 2007-08.

(I) Details of Options under ASOP 2000 & ASOP 2001 during the year 2007-08

                                 Particulars ASOP 2000 ASOP 2001
Options outstanding as on 01-04-2007 98,970 65,635

a Options granted during the year Nil Nil

b The pricing formula N.A N.A

c Options vested 41,175 17,820

d Options exercised 4,290 11,080

e Total number of shares arising as 4,290 11,080

a result of exercise of Options

f Options lapsed / surrendered 50,115 35,185

g Variation of terms of options  Nil Nil

h Money realized by exercise of options in (Rs.)  515,335.00 941,660.00

i Total number of options in force 44,565 19,370

j Details of Options granted to:

(i)   Senior managerial personnel;  Nil

(ii) any other employee who receives a

grant in any one year of option amounting

to 5% or more of Option granted during the year.  Nil

(iii) identified employees who were granted

options, during any one year, equal to or

exceeding 1% of the issued capital

(excluding outstanding warrants and

conversions) of the Company at the time of grant. Nil

k Diluted Earnings Per Share (EPS) pursuant

to issue of shares on exercise of Option (Rs.) 5.32

Note: Since the Company has not granted any Options under ASOP 2000 and ASOP 2001,
disclosure as required under sub-clause (l).(m) and (n) of Clause 12.1 of SEBI (ESOP &
ESPS) Guidelines, 1999 are not applicable.
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(II) Details of Options under ASOP 2003 & ASOP 2004 during the year 2007-08

                                       Particulars ASOP 2003 ASOP 2004
Options outstanding as on 01-04-2007 3,286,400 780,000

a Options granted during the year 313,500 Nil
b The pricing formula As per Market Value
c Options vested 632,990 155,400
d Option exercised 77,100 *16,100
e Total number of shares arising as 77,100 16,100

a result of exercise of Options
f Options lapsed / surrendered 582,900 46,900
g Variation of terms of options  Nil Nil
h Money realized by exercise of options in (Rs.)      6,223,360.00 1,233,260.00
i Total number of options in force 2,939,900 717,000
j (i) Details of Options granted to Senior

Managerial personnel:
a. Number of Options granted 90,000 Nil
b. Total number of personnel to whom the
above options were granted Nil
(ii)  any other employee who receives a  grant
in any one year of option amounting to 5%
or more of Option granted during the year Nil
(iii)   identified employees who were granted
options, during any one year, equal to
or exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Company at the time of grant.  Nil

k Diluted Earnings Per Share (EPS) pursuant
to issue of shares on exercise of Option (Rs.) 5.32

l (i) Employee Compensation cost using
intrinsic method of accounting 0
(ii) Employee compensation cost using
Fair Value method of accounting. Rs.107,149,701
Difference between (i) & (ii) Rs.107,149,701
If intrinsic value method is used, impact for the
accounting period had the fair value method
been used on the following:
Net results decreased by Rs.107,149,701
Basic EPS will reduce by 0.02

m Options whose exercise price either equals
or exceeds or less than the market price of the stock:
Weighted average exercise price (Rs.) 80.72 -
Weighted average fair value (Rs.) 76.70 122.12
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n Method and significant         Black & Scholes Method: Significant Assumptions
assumptions a.Risk-free interest rate 7.81%
used to estimate b.Expected life of options 2.5 to 6.5 Years
the fair value of Options. c.Expected Volatility 54.42%

d.Expected Dividend yield 1.07%
e.Price of the underlying share in market at the time
  of option grant
Date of Grant Share price on the Exercise

date of grant (Rs.) Price (Rs.)
18/05/07 174.85    171.95
18/07/07 140.30    149.65
17/10/07 114.80    115.60
23/01/08 85.85       66.05

* The shares  were alloted from Orbitech Employees Welfare Trust for the Options
exercised under ASOP 2004.

8. Subsidiaries

The subsidiary companies of your Company along with the country(s) of incorporation
are given below:-

Polaris Software Lab Pte Ltd. Singapore
Polaris Software Lab Ltd. United Kingdom
Polaris Software Lab GmbH Germany
Polaris Software Lab S.A Switzerland
Polaris Software Pty Ltd. Australia
Polaris Software Lab Ireland Ltd.                 Ireland
Polaris Software Lab Japan KK Japan
Polaris Software Lab Canada Inc. Canada
Polaris Software Lab Chile Limitada Chile
Polaris Software Lab B.V. Netherlands
Polaris Retail Infotech Ltd India
Optimus Global Services Ltd. India

The overseas subsidiaries, in addition to providing service to various international
clients have greatly enhanced the capability of your Company in generating more
business opportunities in international markets. The Board of Directors of your
Company has reviewed the affairs of the subsidiary Companies. Details of the
investment made by your Company in its subsidiaries & Associate Companies are shown
in Note No.6, in Abridged Financials and also Note No. (B) 15 of Significant Accounting
Policies and Notes to Accounts provided as an annexure to the complete and full Balance
Sheet and Profit & Loss Account.

Your Company has applied for an exemption under Section 212 of the Companies Act,
1956 to the Central Government, Ministry of Company Affairs (MCA) from attaching the
Balance Sheet, Profit & Loss Account, Directors' Report and the Auditor's Report of its
subsidiaries to the Annual Report.  This Annual Report does not contain the financial
statements of the subsidiaries, instead contains the Consolidated Audited Financials
of your Company and its subsidiaries, based on the expected approval form MCA.
Further, information relating to each subsidiary has been disclosed in an abstract
format, which is forming part of the consolidated Balance Sheet.
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The Annual Accounts of the subsidiary companies will be made available to the holding
and subsidiary company investors seeking such information at any point of time. Annual
Accounts of the subsidiary companies will also be kept for inspection during business
hours at the Company's Registered Office and that of the subsidiary companies
concerned.

9. Notable accolades received during the year

a. Market Recognition for Consulting and Outsourcing at Polaris

• Recognized as Leader in the category of "Specialty Application Development"  among
the Top 100 Global Companies from Cyber Media Publication for two consecutive
years in 2006 and 2007.

• Polaris ranked by Tower group among worlds top Professional services and
Consulting organizations - in line and at par with all other key tier I players in the IT
and business consulting segments

• Optimus ranks among Tower Group's list of Select "Offshore Business Process
Outsourcing Providers" in Financial Services

• Polaris Optimus placed among the select outsourcing providers offering lending
outsourcing and collections/delinquency management services

• Polaris ranks among top 3 global financial services testing specialists in report by
Gartner on Outsourced Testing in Financial Services

b. Market Recognition for Intellect Global Banking Platform

• Polaris Intellect Ranked by Forrester Research (07) as Global Challenger and among
top 5 Banking Platforms worldwide

• Polaris' Intellect  Treasury wins the "The Banker" Award for Capital Markets
Projects,2007

• Polaris Intellect listed among the most contemporary global core banking solutions
in Cap Gemini Survey of Core Banking Solution Providers

• A report on Corporate Banking Portals by Tower Group has recognized Intellect
portals as "a comprehensive portal framework that closely matches the vision of
most leading US banks"

10. Society Connect

The Ullas Trust was founded in 1997 with a desire to integrate Polaris Associates with
a larger community. The Charter for the Trust includes:

• Encouraging a 'Can Do It' spirit among the young, economically challenged
students, during the vulnerable stage of adolescence.

• Recognising academic excellence in students from Corporation and
Government Schools between classes 9th to 12th and enabling them to dream
big and work towards realizing their dreams.

Ullas celebrated 10th Annual workshop on 15th December 2007. Last year, 3313
students were awarded young achievers scholarship awards.  On this number, 40
scholarships benefitted students from Killai, a Tsunami affected village near
Chidambaram.  'Ullas Young Achieves Higher Education Scholarships' were also awarded
to 24 students.

11.  Fixed Deposits

Your Company has not accepted any deposits and, as such, no amount of principal or
interest was outstanding on the date of the Balance Sheet.
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12.  Auditors

M/s S.R. Batliboi & Associates, Chennai, Chartered Accountants, who are the Statutory
Auditors of the Company retire at the forthcoming Annual General Meeting and are
eligible for re-appointment. The retiring Auditors have furnished a Certificate of their
eligibility for re-appointment under Section 224 (1B) of the Companies Act, 1956 and
have indicated their willingness to be re-appointed.

13.  Directors

Messrs Satya Pal, Dr.Ashok Jhunjhunwala and Anil Khanna directors, retire at the
forthcoming Annual General Meeting and, being eligible, offer themselves for re-
appointment.

14. Corporate Governance

Your company perceives Corporate Governance as an endeavor for transparency and
a wholehearted approach towards establishing Professional Management, aimed at
continuous enhancement of Shareholders' value.  Your Company has been complying
with the conditions of Corporate Governance as stipulated in Clause 49 of the Listing
Agreement.  Separate reports on Corporate Governance along with Auditors' Certificate
on compliance with of the Corporate Governance norms as stipulated in Clause 49 of
the Listing Agreement and Management Discussions & Analysis forming part of this
report are provided elsewhere in this Annual Report.

15. Impending Litigation(s)

Details of impending litigations are shown in Note No.2 of the Abridged Financial
Statements and also in Note No. (B)5 under Significant Accounting Policies and Notes to
Accounts provided as an annexure to the complete and full Balance Sheet and Profit &
Loss Account.

16. Conservation of Energy, Technology Absorption, Foreign Exchange Earnings & Outgo

The particulars, as prescribed under clause (e) of sub-section (1) of Section 217 of the
Companies Act, 1956 read with the Companies (Disclosure of Particulars in the Report
of Board of Directors) Rules, 1988 are set out in the Annexure to the Directors’ Report
forming part of the complete and full Annual Report 2007-08. (In view of the expected
exemption under the Companies Act, the said Annexure has not been enclosed with
the Directors’ Report forming part of the abridged Annual Report).

17. Particulars of Employees

As required under the provisions of Section 217 (2A) of the Companies Act, 1956 read
with the Companies (Particulars of Employees) Rules, 1975, as amended, a statement
showing the names and other particulars of employees are set out in the Annexure to
the Directors’ Report forming part of the complete and full Annual Report 2007-08. (In
view of the expected exemption under the Companies Act, the said Annexure has not
been enclosed with the Directors’ Report forming part of the abridged Annual Report).
The Department of Company Affairs, has vide GSR. 212(E) dated 24.03.2004, amended
the Companies (Particulars of employees) Rules, 1975 to the effect that particulars of
employees of the companies engaged in Information Technology sector posted and
working outside India not being directors or their relatives, drawing more than rupees
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twenty four lakh per financial year or rupees two lakh per month, as the case may be,
need not be included in the statement but, such particulars shall be furnished to the
Registrar of Companies. Accordingly, the statement referred above does not contain
the particulars of employees who are posted and working outside India not being
Directors or their relatives. However, on specific request, such particulars shall be
made available to any shareholder.

18. Directors' Responsibility Statement

Pursuant to the provisions of Section 217(2AA) of the Companies Act, 1956 the Directors
of your Company confirm that:

(i) in the preparation of the annual accounts, the applicable accounting standards
had been   followed along with proper explanation relating to material departures;

(ii) the Directors had selected such accounting policies and applied them consistently
and made judgments and estimates that are reasonable and prudent so as to give
a true and fair view of the state of affairs of the company at the end of the financial
year and of the profit or loss of the company for that period;

(iii) the Directors had taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of this Act for safeguarding
the assets of the company and for preventing and detecting fraud and other
irregularities;

(iv) the Directors had prepared the annual accounts on a "going concern basis";

19. Acknowledgment

Your Directors take this opportunity to thank all investors, clients, vendors, banks,
regulatory and government authorities, and stock exchanges for their continued
support. Your Directors also wish to place on record their appreciation for the
contribution made by the Associates at all levels.

Place: Chennai By Order of the Board
Date:   April 23, 2008                                             For  Polaris Software Lab Limited

Arun Jain
Chairman & Managing Director

Note: Refer to Serial No.8 of the Directors’ Report supra, the Company had subsequently
received the exemption order from the Ministry of Corporate Affairs (MCA) vide its letter
No.47/206/2008/CL-III dated May 2, 2008 under Section 212 of the Companies Act,
1956 from attaching the Balance Sheet, Profit & Loss Account, Directors’ Report and
the Auditors’ Report of its subsidiaries to the Annual Report for the year 2007-08.
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POLARIS SOFTWARE LAB LIMITED
Report on Corporate Governance

1. Company’s Philosophy

Polaris perceives Corporate Governance as an endeavor for transparency, and a
wholehearted approach towards establishing Professional Management, aimed at
continuous enhancement of Shareholders' value.

2. Board of Directors

Composition of the Board of Directors as on 31st March, 2008

The Chairman & Managing Director manages the day-to-day affairs of the Company.
The Company has an optimum combination of executive and non-executive directors
with 89% of the Board comprising of non-executive directors. All pecuniary relationship
or transactions of the non-executive directors vis-a-vis the company is disclosed in the
Annual Report.

Boards' Composition

                      Directors No. of Directors % of  combination

Executive 1 11%

Non-Executive 8 89%

Total 9 100%

Our Board of Directors met five times during the year under review on the following
dates:

1. April 27, 2007

2. July 18, 2007

3. October 17, 2007

4. January 23, 2008

5. March 1, 2008

The maximum gap between two Board meetings was 98 days.

Attendance record of Directors attending the Board Meetings and Annual General
Meeting during the year 2007-08

 Sl No.       Name                                       Designation          No. of Meetings Attendance of  the
                                    / Category * previous AGM

      Held       Attended

1 Arun Jain CMD 5 5 Yes

2 Abhay Agarwal NED 5 5 Yes

3 Ajit Bhushan NED 5 1 No

4 Anil Khanna NED 5 0 No

5 Arvind Kumar NED/ID 5 5 Yes

6 Dr. Ashok  Jhunjhunwala NED/ID 5 5 Yes

7 RC Bhargava NED/ID 5 5 Yes

8 Raju Venkatraman NED/ID 5 4 Yes

9 Satya Pal NED/ID 5 4 Yes

* CMD – Chairman & Managing Director: NED - Non Executive Director: ID – Independent Director
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Detailed attendance of each director during the year 2007-08 is given hereunder:-

Sl No Name of the Director April 27 July 18 October 17 January 23 March 1

2007 2007 2007 2008 2008

1 Arun Jain Yes Yes Yes Yes Yes

2 Abhay Agarwal Yes Yes Yes Yes Yes

3 Ajit Bhushan No No Yes No No

4 Anil Khanna No No No No No

5 Arvind Kumar Yes Yes Yes Yes Yes

6 Dr. Ashok Jhunjhunwala Yes Yes Yes Yes Yes

7 RC Bhargava Yes Yes Yes Yes Yes

8 Raju Venkatraman No Yes Yes Yes Yes

9 Satya Pal Yes Yes Yes Yes No

The brief profile of each of the Directors is given below:

Mr. Arun Jain - Chairman & Managing Director
[DIN 00580919]

Mr.Arun Jain, Chairman, Managing Director and CEO of Polaris Software Lab Ltd., is the
first generation entrepreneur and promoter of the Company. He holds a degree in
Electrical Engineering from the Delhi College of Engineering.

If you can dream it, you can do it! A strong believer in the power of the ‘organizational
subconscious’ and 'common destiny', Mr. Arun is the architect behind "Lakshya" the
annual 'visioning' and goal setting exercise of Polaris. Having nurtured Polaris to become
a global integrated technology solution provider for the Banking, Financial Services
and Insurance sector, Mr. Arun is passionately working on the Learning Architecture for
the organization that will leverage the full potential of each and every employee and
propel Polaris to the next phase in its growth journey.

Mr. Arun founded the Ullas Trust to integrate Polaris associates (employees) with larger
community and encourage the “Can Do It" spirit in students from Corporation and
Government schools.

Mr. Arun is the recipient of the “ICICI Venture-CII Connect 2006 Entrepreneur Award”
for his significant contribution towards developing Tamil Nadu as a centre of
Information, Communications & Technology (ICT) Excellence. Mr. Arun is on the Board
of Madras Stock Exchange Ltd, a member of Advisory Council of Software Technology
Parks of India (STPI) for their functioning of the incubation facility and technological
innovation in the area of information technology and a key member in the State Level
IT Task Force in Tamil Nadu, India.

Mr. Abhay Agarwal - Non-executive Director
Practising Chartered Accountant
[DIN 00042882]

Mr. Abhay Agarwal is a practising Chartered Accountant based at Delhi. He is well
experienced in the areas of accounting, finance, management and corporate advisory
and his proficiency and competency in the said areas are assets to the Company.

Mr. Abhay Agarwal was invited to join the Board of Directors in May, 1995. He is a
member of Audit Committee, Shareholders' Committee and Corporate Governance
Committee of the Company. He is also a Director in Sunshine India Pvt. Ltd., Milky
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Investment & Trading Company, British Health Products (I) Ltd., Sahiwal Investment &
Trading Company, Upvan Farms and Services Private Ltd., Welltime Investments Private
Ltd., Param Investments Private Ltd., Expo Investments Private Ltd., Northern Herbals
Private Ltd., Intelligent Information Systems Private Ltd., Burman Resorts Private Ltd.,
Newage Capital Services Private Ltd., Dabon International Private Ltd., Betteroption
Estates Private Ltd., Promethean India Advisor Private Ltd, Promethean India Finance
Private Ltd., Natures Bounty Wines and Allied Products Private Ltd., Vanesh Holding
Private Ltd., Maxcare Laboratories Ltd., H&B Stores Ltd., and Dr. Fresh Property
Development  Private Ltd. He is a relative of Mr. Arun Jain, Chairman & Managing Director
of the Company.

Mr. Ajit Bhushan, Non-executive Director
Managing Director – Citi Venture Capital International, London
[DIN 00789324]

Mr. Ajit Bhushan is a graduate from the Indian Institute of Technology, Delhi in 1985 in
Electrical Engineering, with specialization in Computer Science, he joined Citibank India
in 1987. Presently, Mr. Ajit Bhushan is a Managing Director in Citi Venture Capital
International and invests in IT & IT enabled services sector on behalf of Citi Venture
Capital International.

Prior to his current assignment, Mr.Ajit Bhushan worked on strategy and business
development for the CEEMEA region. This entailed developing a five-year plan for the
region, specific responsibility for India and the Middle East countries, and leading the
e-Value initiatives. Earlier, he was responsible for developing the Cash Management
business for Citibank Poland and worked in Citibank India in the Cash Management
business. He joined the Board of Polaris in July 2003. He is also a Director of Citicorp
Technology Holding Inc. USA & Sharekhan Ltd., and is a member of the Remuneration &
Compensation Committee of Polaris.

Mr. Anil Khanna, Non-executive Director
Managing Director - Citi Venture Capital International (Regional Head-US/Latin America)
[DIN 01241325]

Mr. Anil Khanna is a Managing Director in Citi Venture Capital International and is
responsible for cross-border investment opportunities and business services. Prior to
this role, he held a variety of business management roles at Citigroup and Marsh &
McClennan Company. Most recently, he managed Marsh and McClennan's US consumer
business. At Citigroup from 1986-2000, he held the positions of President and Chief
Executive Officer of Travellers Personal Lines, Head of Corporate Planning, Head of Global
Derivative Origination and Structuring and Head of Corporate Banking and Trading at
Citibank Canada.

Mr. Anil Khanna began his career at Mckinsey and Co. and has an MBA from the Ivey
School at the University of Western Ontario. He joined the Board of Polaris in April
2005. He is also a Director of Eurasian Brewery Holding Ltd., C-Cayco Co-Invest Ltd., C-
Cayco Noteholder Ltd., Receivable Management Services International, Inc., NEP GP
Inc., NEB Holdings GP, Inc., Permolex International GP, Inc., He is also a partner of
Citigroup Venture Capital International Co-Investment, L.P. & Citigroup Venture Capital
International Carried Interest, L.P. CVCIGP II Co-Invest L.P. and CVCIGP II Carry, L.P.
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Mr. Arvind Kumar,  Non-executive Director
Senior Lawyer - Supreme Court
[DIN 00636869]

Mr. Arvind Kumar, who is an M.A. L.L.B., enrolled as an Advocate on 12th November
1963 at Kanpur from the U.P. Bar Council at Allahabad and practiced in the High Court
of Judicature at Allahabad from 1966 to 1972. Later in the year 1972, he shifted to the
Supreme Court of India at New Delhi and started practising. He is a Senior Lawyer having
44 years of professional standing at Bar, and has gained enough global experience by
participating in civil and corporate cases around the world. Presently practising as a
Senior Advocate in the Supreme Court, he is a reputed corporate legal expert and advises
Polaris on issues relating to Corporate Governance and other Legal and Statutory
Compliance issues.

He was appointed as a Director on the Board of Polaris in May 1995 and Chairs the Audit
Committee of the Company. He is also a member of the Corporate Governance
Committee of the Company. Mr.Arvind Kumar is also a Director in Nucsoft Ltd.,
Associated Legal Advisors (P) Ltd. and Second Innings India (P) Ltd..

Dr. Ashok Jhunjhunwala, Non-executive Director
Professor - Department of Electrical Engineering, IIT Madras
[DIN 00417944]

Dr. Ashok Jhunjhunwala is a Professor in the Department of Electrical Engineering, Indian
Institute of Technology, Chennai, India and was acted as Head of the Department till
recently.  He received his B.Tech degree from IIT, Kanpur, and MS and Ph.D degrees from
the University of Maine.  From 1979 to 1981, he was with Washigton State University as
Assistant Professor.  Since 1981, he has been teaching at IIT, Madras.

Dr. Ashok Jhunjhunwala leads the Telecommunications and Computer Networks group
(TeNeT) at IIT Madras.  This group is closely working with industry in the development of
a number of Telecommunications and Computer Network Systems.  TeNeT group has
incubated a number of technology companies, which work in partnership with TeNeT
group to develop world class Telecom and Banking products for Rural Markets.

Dr. Ashok Jhunjhunwala has been awarded Padma Shri in the year 2002, Shanti Swarup
Bhatnagar Award in the year 1998, Dr. Vikaram Sarabhai Research Award for the year
1997, Millennium Medal at Indian Science Congress in the year 2000,  H. K. Firodia for
"Excellence in Science & Technology" for the year 2002, Shri Om Prakash Bhasin
Foundation Award for Science & Technology for the year 2004, Jawaharlal Nehru Birth
Centenary Lecture Award by INSA for the year 2006 and IBM Innovation and Leadership
Forum Award by IBM for the year 2006.  He is a Fellow of INAE, IAS, INSA, NSA and WWRF.
His research interests are Telecommunications and Wireless Systems & Technologies
for Rural Areas. He is a member of Remuneration & Compensation Committee, Audit
Committee & Shareholders Committee of Polaris.

Dr. Ashok Jhunjhunwala is also a Director in State Bank of India, Tata Tele Maharashtra
Ltd., Bharat Electronics Ltd., 3i Infotech Ltd., Sasken Communications Technologies
Ltd., Tejas Networks Private Ltd., National Research Development Corporation Ltd.,
Institute for Development & Research in Banking Technology, Midas Communication
Technologies Private Ltd., Vishal Bharath Comnet and National Internet Exchange of
India Ltd. He Chairs the Audit Committee of Tata Teleservices (Maharashtra) Ltd., further
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he is a member of Audit Committee of Sasken Communications Technologies Ltd., Tejas
Networks Private Ltd., State Bank of India and Midas Communication Technologies
Private Ltd. He is also the member of Remuneration & Compensation Committee of
Sasken Communications Technologies Ltd., Tata Teleservices (Maharashtra) Ltd. & Tejas
Networks Ltd. and also a member of Nomination Committee of Tata Teleservices
(Maharashtra) Ltd. He Chairs the Technology Committee and a member of the Customer
Service Committee of State Bank of India.

Dr.Ashok Jhunjhunwala, is also a member of the following Advisory Board and Governing
Council of National Internet Exchange of India, Scientific Advisory Committee to the
Prime Minister of India, Institute of Financial Management & Research, Board of ITech.
Centre of Excellence in Wireless technology (CEWIT), Rural Technology and Business
Incubator (RTBI).

Mr. R.C. Bhargava, Non-executive Director
Former Chairman & Managing Director of Maruti Udyog Ltd.
[DIN 00007620]

Mr. R.C. Bhargava is a postgraduate in Mathematics from Allahabad University, India,
he joined the Indian Administrative Service (I.A.S.), in 1956 and stood 1st in the batch
and was allotted to the U.P. cadre. He is also a postgraduate in Development Economics
from Williams College, Williamstown (Mass), USA.

From 1968 to 73, he was the Agricultural Production Commissioner and Secretary to
the Government of the State of Jammu and Kashmir for the Departments of Agriculture,
Horticulture, Animal Husbandry, Forests and Co-operation. He was a Special Assistant
to the Union Minister of Energy, Government of India from 1973 to 74, and between
1974 & 78, he served as the Joint Secretary to the Government of India, Ministry of
Energy and the Cabinet Secretariat. Thereafter, he moved to Bharat Heavy Electricals
Ltd as Director (Commercial).

From 1981 to 1997, he was working in Maruti Udyog Ltd.. Initially on deputation from
the I.A.S. as Director (Marketing), in 1985 he was appointed as the Managing Director
and as a Chairman cum Managing Director in 1990. In 1992, when Suzuki acquired 50%
equity in Maruti, he continued as the Managing Director as Suzuki's nominee. While in
Maruti, he was on the National Committee of the Confederation of Indian Industry (CII),
a member of the Steering Committee of CII as well as Chairman of the Economic Affairs
Committee of CII for four years.

Mr.Bhargava joined the Board of Polaris in March, 1999. He chairs the Remuneration &
Compensation Committee and is a member of the Audit Committee of Polaris.

Mr. Bhargava is also a Director in IL&FS Ltd, Grasim Industries Ltd, RCB Consulting Private
Ltd, Maruti Udyog Ltd., Thomson Press Ltd., Dabur India Ltd., Ultra Tech Cement Company
Ltd., Global Education Management Systems Private Ltd., Optimus Global Services Ltd.
and Taj Asia Ltd. Further he chairs the Audit Committee of IL & FS Ltd.,   Thomson Press
Ltd., Ultra Tech Cement Company Ltd. & Optimus Global Services Ltd. He is a member
of the Audit Committee of Grasim Industries Ltd. & Dabur India Ltd., and is also a member
of the Shareholders Grievance Committees of Maruti Udyog Ltd. and Ultra Tech Cement
Company Ltd.. He is also the Chairman of the Remuneration & Compensation
Committee of Optimus Global Services Ltd.



21Polaris Annual Report 2007-08
Report on Corporate Governance

Mr. Raju Venkatraman, Non-executive Director
Joint Managing Director & COO of Firstsource Solutions Ltd.
[DIN 00632071]

Mr.Raju Venkatraman is the Joint Managing Director and Chief Operating Officer at
Firstsource Solutions Ltd.. Mr.Raju's career in technology outsourcing began with EDS.
In EDS, he spearheaded the applications outsourcing business (now called BPO) in a
variety of verticals including Healthcare, Manufacturing and Federal Government.
Mr.Raju left a successful career at EDS in 1991 and became a pioneer in outsourcing by
launching Vetri Systems, an off-shore outsourcing company. Scaling his original company
to nearly 4,000 employees/contractors, he sold it to Lason, incorporated in 1998. He
served as the President, Data Management Services at Lason and was responsible for
more than 7,500 employees and US$ 85 million in revenue. In early 2002, he resigned
from Lason and launched Sherpa.

Mr.Raju Venkatraman was named Indian Entrepreneur of the Year in 2000, and is a
recognized expert and speaker in the field of business process outsourcing. He is a
chemical engineering graduate from IIT, Chennai and holds an executive MBA from IIM,
Ahmedabad. Mr. Raju Venkatraman joined the Board of Polaris on 30th December 2005
and is a Member of the Shareholders' Committee. He is also a Director in Firstsource
Solutions Ltd., Rev IT Systems Private Ltd., Vetri Info Data Private Ltd., Vetri Info Data
LLC., and Sherpa Business Solutions Inc.

Mr. Satya Pal, Non-executive Director
Former Secretary (Telecom), Chairman MTNL & Telecom Expert
[DIN 00287845]

Mr. Satya Pal is a graduate in electrical technology and electrical communication
engineering from Indian Institute of Science, Bangalore, he joined the Department of
Telecommunications in 1955 and became Member of Telecom Board in 1986. In 1988,
he became Secretary, Department of Telecommunications, Chairman, Telecom Board
and Chairman, MTNL.  He   retired in August 1989. He is a Founder Fellow of The Institute
of Electronics and Telecommunication Engineers.

Mr.Satya Pal joined the Board of Polaris in April 1997.  He is the Chairman of the
Shareholders' Committee & Corporate Governance Committee and is a Member of the
Remuneration & Compensation Committee of Polaris. Mr.Satya Pal advises Polaris on
Operational and Strategic issues. He is also a Director of Paramount Communications
Ltd. and Member of its Audit Committee and Chairman of its Remuneration Committee.

3. Audit Committee

The Company has a qualified and independent Audit Committee with all the Members
of the Committee are Non-executive Directors. The Chairman of the Committee is an
Independent Director. The Company Secretary acts as the Secretary to the Committee.

The Audit Committee had met six times during the year 2007-08 on 27th April 2007, 18th
July 2007, 11th August 2007, 17th October 2007, 23rd January 2008 and 1st March 2008.
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Members of the Audit Committee and number of meetings attended by each member
during the year 2007-08

                                   No. of Meetings

Held Attended

Arvind Kumar Chairman / NED 6 6

Abhay Agarwal Member / NED 6 6

Ashok Jhunjhunwala Member / NED 6 6

R C Bhargava Member / NED 6 6

Powers of the Committee

• To investigate any activity within its terms of reference.

• To secure attendance of and seek information from any employee including
representative of Prime Shareholders (subject to internal approvals).

• To obtain outside legal or other professional advice, if necessary.

• To secure attendance of outsiders with relevant expertise, if it considers necessary.

• Compliance with accounting standards

Role / Functions of the Committee

• Oversight of the company's financial reporting process and the disclosure of its
financial information to ensure that the financial statements are correct, sufficient
and credible.

• Recommending to the Board, the appointment, re-appointment and, if required,
the replacement or removal of the statutory auditor and the fixation of audit fees.

• Approval of payment to statutory auditors for any other services rendered.

• Reviewing with the management, the annual financial statements before
submission to the board for approval, with particular reference to:

a . Matters required to be included in the Directors' Responsibility Statement and
the Board's Report in terms of clause (2AA) of section 217 of the Companies Act,
1956.

b. Changes, if any, in accounting policies and practices and reasons for the same.

c. Major accounting entries involving estimates based on the exercise of
judgment by management.

d. Significant adjustments made in the financial statements arising out of audit
findings.

e. Compliance with listing and other legal requirements relating to financial
statements.

f. Disclosure of any related party transactions.

g. Qualifications in the draft audit report.

• Reviewing with the management, the quarterly financial statements before
submission to the Board for approval.

   Name Designation / Category
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• Reviewing, with the management, performance of statutory and internal auditors
and the adequacy of internal control systems.

• Reviewing the adequacy of internal audit function, if any, including the structure of
the internal audit department, staffing and seniority of the official heading the
department, reporting structure coverage and frequency of internal audit.

• Discussion with internal auditors any significant findings and follow up there on.

• Reviewing the findings of any internal investigations by the internal auditors into
matters where there is suspected fraud or irregularity or a failure of internal control
systems of a material nature and reporting the matter to the Board.

• Discussion with statutory auditors before the commencement of audit, about the
nature and scope of audit as well as post-audit discussion to ascertain any area of
concern.

• To look into the reasons for substantial defaults in the payment to the depositors,
debenture holders, shareholders (in case of nonpayment of declared dividends)
and creditors.

• To review the functioning of the Whistle Blower mechanism.

• Carrying out any other function as may be referred to by the Board or the Chairman
of the Board from time to time.

Review of information

a. Management discussion and analysis of financial condition and results of
operations;

b. Statement of significant related party transactions, as defined by the Committee,
submitted by the management;

c. Management letters/letters of internal control weaknesses issued by the statutory
auditors;

d. Internal audit reports relating to internal control weaknesses; and

e. The appointments, removal and terms of remuneration of the Chief Internal Auditor

4. Remuneration & Compensation Committee

The Remuneration & Compensation Committee consisting of only Non-executive
Directors, evaluates and finalise among other things, compensation and benefits of
Executive Directors and the procedures and modalities for giving effect to the Employee
Stock Option Schemes which inter alia includes determination of eligibility criteria,
maximum number of options/ shares offered to each employee and the aggregate
number of options / shares offered during the period covered under the Scheme,
identification of classes of employees entitled to participate in the scheme, framing of
a detailed pricing formula, mode or process of exercise of the option etc.

The Remuneration Compensation Committee had met four times during the year
2007-08 on 27th April 2007, 18th July 2007, 17th October 2007 and 23rd January 2008.

Members of the Remuneration Compensation Committee and the number of meetings
attended by each member during the year 2007-08:

No. of Meetings

Held Attended

R C Bhargava Chairman / NED 4 4

Ajit Bhushan Member  / NED 4 0

Ashok Jhunjhunwala Member  / NED 4 4

Satya Pal Member  / NED 4 4

   Name Designation / Category
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Remuneration policy

The remuneration policy of the Company has been so structured in order to match the
market trends of the IT industry. The Board in consultation with the Remuneration &
Compensation Committee decides the remuneration policy for whole time directors.
The Company has made adequate disclosures to the members on the remuneration
paid to Directors from time to time. Remuneration/ Commission payable to Directors
is determined by the contributions made by the respective directors for the growth of
the Company.

Gross Remuneration paid/payable to Directors for the Financial Year 2007-08

Salary, Contribution Sitting Stock
Perquisites, to PF & Commission* Fees Options

Name of  the Director & other funds grants
Allowances

(Rs.) (Rs.) (Rs.) (Rs.) Numbers

Arun Jain** 85,32,879 720,000 Nil Nil Nil

Abhay Agarwal Nil Nil 3,50,000 1,85,000 Nil

Ajit Bhushan Nil Nil Nil Nil Nil

Anil Khanna Nil Nil Nil Nil Nil

Arvind Kumar Nil Nil 3,50,000 1,65,000 Nil

Ashok Jhunjhunwala Nil Nil 3,50,000 2,05,000 Nil

R.C.Bhargava Nil Nil 3,50,000 1,85,000 Nil

Raju Venkatraman Nil Nil 2,72,000 75,000 Nil

Satya Pal Nil Nil 3,28,000 1,00,000 Nil

Note: * Paid based on the attendance of Directors in the Board, Committee & other
meetings.

** Includes a sum of Rs.20 Lacs (previous year 51.25 Lacs) towards Bonus. Bonus
is calculated based on performance criteria as determined by the
shareholders at the Annual General Meeting held on 18th August 2006.

Stock Options

During the financial year 2007-08  313,500 number of Options were granted under ASOP
2003 as per the definition of Market Price as detailed hereunder:-

Sl. No. Date of Grant Option Price (Rs.) No. of Associates No. of Options

1 18.05.2007* 171.95 37 158,000

2 18.07.2007 149.65 41 89,000

3 17.10.2007 115.60 17 29,000

4 23.01.2008 66.05 17 37,500

 Total 112 313,500

The Company has obtained the certificate from the Auditors of the Company certifying
that the Company's Associate Stock Option Plan(s) is being implemented in accordance
with the SEBI (Employees Stock Option Scheme and Employees Stock Purchase Scheme)
Guidelines, 1999 as applicable and in accordance with the resolution of the Members
in the General Meeting.

*The options were granted thro passing a circular resolution.
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5. Shareholders’ Committee

The Shareholders' Committee consisting of Non-executive directors only. It focuses
on shareholders' grievances and strengthening of investor relation.  This Committee
specifically looks into the redressal of shareholders complaints like transfer of shares,
non-receipt of balance sheet, non-receipt of declared dividends etc.

The purpose of constituting this Committee is to uphold the basic rights of the
shareholders including right to transfer and registration of shares, obtaining relevant
information about the company on a timely and regular basis, participating and voting
in shareholder meetings, electing members of the board and sharing in the residual
profits of the Company. Further the Committee is empowered to act on behalf of the
Board, in the matters connected with allotment of shares, issuance of duplicate share
certificates, split and consolidation of shares into marketable lots etc.

The Shareholders' Committee had met four times during the year 2007-08 on 27th
April 2007, 18th July 2007, 17th October 2007 and 23rd January 2008.

Members of the Shareholders' Committee and the number of meetings attended by
each member during the year 2007-08.

                                No. of Meetings

Held Attended

Satya Pal Chairman / NED 4 4

Abhay Agarwal Member / NED 4 4

Ashok Jhunjhunwala Member / NED 4 4

Raju Venkatraman Member / NED 4 3

During the year, total 1365 Requests / Complaints had been received / resolved by
the Company as detailed hereunder.

 STATUS OF REQUESTS/ COMPLAINTS DURING THE PERIOD 01/04/2007 TO 31/03/2008

Received Replied/
Resolved

A. REQUESTS

1 CHANGE/CORRECTION OF ADDRESS 64 64

2 RECEIPT OF DIVIDEND WARRANTS/REFUND  ORDER FOR REVALIDATION 175 175

3 CHANGE/CORRECTION OF BANK MANDATE/NAME/DAMAGE-DW 48 48

4 REQUEST FOR ISSUE OF DUPLICATE DIVIDEND WARRANT 1 1

5 RECEIPT OF IB FOR ISSUE OF DUPLICATE DW 57 57

6 QUERY REGARDING PAYMENT OF DIVIDEND WARRANT 4 4

7 RECEIPT OF DD(S) AGAINST DW FROM COMPANY/BANK 61 61

9 LETTER OF INTIMATION OF BANK MANDATE 9 9

10 REQUEST FOR ECS FACILITY 38 38

11 LETTERS FROM CLIENTS REGARDING BILLS/PAYMENTS 12 12

12 POSTAL RETURN DOCUMENTS (REMINDER LETTERS) 401 401

13 LETTER FROM SEBI/STOCK EXCHANGE/ACKNOWLEDGEMENT 2 2

14 REGISTRATION OF POWER OF ATTORNEY 1 1

Name Designation / Category

Sl.                                               Subject
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15 LOSS OF SECURITIES AND REQUEST FOR ISSUE OF DUPLICATE 22 22

16 RECEIPT OF IB AND AFFIDAVIT FOR ISSUE OF DUP SECURITIES 8 8

17 REQUEST FOR CONSOLIDATION/SPLIT OF SECURITIES 125 125

18 DELETION OF JOINT NAME DUE TO DEATH 7 7

19 REQUEST FOR  TRANSFER/TRANSMISSION OF SECURITIES 15 15

20 QUERY REGARDING UNDELIVERED DOCUMENTS 1 1

21 REQUEST FOR  DEMATS/REMAT 121 121

22 CLARIFICATION REGARDING SHARES 2 2

23 CORRECTION OF NAME ON SECURITIES 8 8

24 CHANGE/CORRECTION OF BANK MANDATE/NAME 47 47

25 DD RECEIVED FROM BANKS AGAINST ECS REJECTION 8 8

26 CORRESPONDANCE RELATED TO TRANSFER OF SHARES 12 12

27 OTHERS CLARIFICATION REG SHARES/

ACKNOWLEDGEMENT/NSDL OPERATION 26 26

TOTAL (A) 1275 1275

B. COMPLAINTS

1 NON-RECEIPT OF ANNUAL REPORT 1 1

2 NON-RECEIPT OF DIVIDEND WARRANTS 75 75

3 NON-RECEIPT OF SECURITIES 9 9

4 NON-RECEIPT OF FRESH/NEW SECURITIES 4 4

5 STATEMENT OF PENDING COMPLAINTS FROM SEBI/COMPANY 1 1

TOTAL(B) 90 90

TOTAL (A) + (B) 1365 1365

No. of complaints not resolved to the satisfaction of shareholders : Nil

No. of pending complaints as on March 31, 2008 : Nil

During the year, the company has allotted 92,470 equity shares of Rs.5/- each to the
Associates, pursuant to the exercise of employee stock options, the details of which are
provided in the Directors' Report.

In view of the above, the issued, subscribed and paid-up equity share capital increased
from Rs. 492,910,635/- comprising of 98,582,127 number of equity shares of Rs.5/- each
as on March 31, 2007 to Rs.493,372,985/- comprising of 98,674,597 number of equity
shares of Rs.5/- each as on March 31, 2008.  All the newly allotted equity shares are
currently listed and traded in the Stock Exchanges.

Corporate Governance Committee

The Corporate Governance Committee consists of Non-executive Directors only. The
functions of Corporate Governance Committee are to identify and recommend the best
Corporate Governance practices to the Board and perform such duties as may be assigned
to it by the Board from time to time. No sitting fee is paid to the members participating in
the meeting.
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The Corporate Governance Committee had met four times during the year 2007-08 on
27th April 2007, 18th July 2007, 17th October 2007 and 23rd January 2008.

The members of the Corporate Governance Committee and the number of meetings
attended by each member during the year 2007-08.

      No. of Meetings

Held Attended

Satya Pal Chairman / NED 4 4

Abhay Agarwal Member / NED 4 4

Arvind Kumar Member / NED 4 4

The Board decided to disband this committee at its meeting held on January 23, 2008
since the Board itself involves in the Corporate Governance activities of the Company.

Share Transfer Committee

The Share Transfer Committee is empowered to consider and approve the physical
transfer, transmission and transposition etc. of the shares of the Company.  The Committee
met ten times during the year 2007-08 on 30th April 2007, 15th May 2007, 15th June
2007, 11th July 2007, 20th August 2007, 1st September 2007, 5th October 2007, 20th
October 2007, 30th October 2007 and 14th December 2007.

The present members of the Committee are:

          Name                                          Designation

Arup Gupta President & Chief Operating Officer

R.Srikanth Executive Vice President  & Chief Financial Officer

Muthusubramanian.B Senior Vice President (Finance)

Mr. M.P. Suresh Kumar resigned w.e.f 31st October 2007 and Mr. B. Muthusubramanaian
was appointed in place of Mr. M.P. Suresh Kumar.

Name Designation / Category
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7.   Disclosures

Related Party Transactions

Related Party Transactions are defined as transactions of the Company of material
nature, with Promoters, Directors or the Management, their subsidiaries or relatives
etc. that may have potential conflict with the interest of the Company at large.

Details on materially significant related party transactions are shown in the Note
No.16 (B)(14) under Significant Policies and Notes to accounts to the Balance Sheet
and Profit & Loss Account.

Statutory Compliance, Penalties & Strictures

Details of non-compliance by the Company, penalties, strictures imposed on the
Company by the stock Exchange or SEBI or any other statutory authority, on any matter
related to capital markets during the last three years:- Nil.

Compliance with mandatory requirements and adoption of non-mandatory
requirements of Clause 49 of the Listing Agreement

Clause 49 of the Listing Agreement mandates to obtain a certificate either from the
auditors or practising company secretaries regarding compliance of conditions of
Corporate Governance as stipulated in the Clause and annex the certificate with
Director's Report, which is sent annually to all shareholders. The Company has
complied with the mandatory requirements of Clause 49 of the Listing Agreement
including CEO/CFO certification.  As required under Clause 49, a certificate signed by
CEO & CFO of the Company has been placed before the Board of Directors and the
same has been provided elsewhere in this report. Further, as per the requirements
of Clause 49, a certificate obtained from Auditors certifying the compliance with
conditions of Corporate Governance under the said clause has also been provided
elsewhere in this report.

Clause 49 also requires disclosures of adoption by the Company of non-mandatory
requirements specified in the said clause, the implementation of which is
discretionary on the part of the Company. Accordingly, the adoption of non-mandatory
requirements are given below:-

a.   Remuneration & Compensation Committee

The Company has constituted a Remuneration & Compensation Committee
consisting of only Non-executive Directors. A detailed note on Remuneration &
Compensation Committee is provided elsewhere in the report.

b.   Whistle Blower Policy

The Company has established a mechanism for employees to report concerns
about unethical behaviours, actual or suspected fraud, violation of Code of
Conduct of the Company etc. The mechanism also provides for adequate
safeguards against victimization of employees who avail of the mechanism and
also provides for direct access by the Whistle Blower to the Audit Committee. We
affirm that during the Financial Year 2007-08, no employee has been denied
access to the Audit Committee.

c. Risk Management framework

The Board of Director on 21st January 2005 adopted the risk management
framework. The framework provides an integrated approach for managing the
risks in various aspects of the business. A write-up on the above is provided in the
Management discussions & analysis report.
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8.   Means of communication

Quarterly and Half-yearly financial results

Quarterly/ Half-yearly financial results of the Company are published in one widely
circulated English Newspaper (Business Standard) and a Vernacular (Tamil)
Newspaper (Makkal Kural). The results are also promptly forwarded to Stock Exchanges
in which the shares of the Company are listed and simultaneously displayed in EDIFAR
and on the Company's website www.polaris.co.in. The website also displays all official
news releases issued by the Company from time to time.

Investor Education

Investors are being provided with timely information on all Company related matters
including recruitment / appointment and remuneration of executive directors,
circulars on the advantages of Dematerialization and sub-division of shares were
sent to the shareholders at the appropriate time

The Company's official website www.polaris.co.in has in it a separate page for investor
relations in which the quarterly, half-yearly and annual results of the Company are displayed.
The Company has assigned a separate E-mail ID shareholder.query@polaris.co.in for
investor correspondence. All press releases issued by the Company from time to time are
informed to the concerned Stock Exchanges in which the shares of the Company are listed
and the same are also hosted in the Company's website for the knowledge of the investors.
A separate column in the website called "Frequently Asked Questions" is given, which
answers substantially all the expected queries of investors about the Company.

The Management Discussion & Analysis report (MD&A)

The MD&A giving an overview of the Industry, Company's business and its Financials
etc., is provided separately as a part of this Annual Report.

9.    General Shareholder information

Date of incorporation 5th of January 1993

Registered Office Polaris House, 244, Anna Salai,
Chennai – 600 006

Date and time of Annual General Meeting 17th July 2008

Venue of Annual General Meeting Music Academy, Mini Hall, Old
No. 168, T.T.K. Road,
Chennai - 600014

Financial Year Calendar (tentative and subject to change) (1.4.2008 to 31.3.2009)
First quarter ending on June 30, 2008 Between 15th and 31st July 2008
Second quarter ending on September 30, 2008 Between 15th and 31st October 2008
Third quarter ending on December 31, 2008 Between 15th and 31st January 2009
For the year ending on March 31, 2009 Between 15th and 30th of April 2009
Annual General Meeting for the year July/August 2009
ending on March 31, 2009

Book Closure From 11th July 2008 to 17th July 2008
(both days inclusive )

Dividend Board of Directors has recommended
30% dividend for the Financial Year
2007-08.

Listing on Stock Exchanges Polaris shares are traded in

Madras Stock The Bombay National Stock
Exchange Ltd. Stock Exchange Ltd. Exchange of India
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w.e.f.  27th September 1999 w.e.f. 29th September 1999  Ltd. w.e.f. 24th
November 1999.

Reuters code BSE - Scrip Code NSE - Scrip Code

POLS.BO (BSE) 532254

POLS.NS (NSE) POLARIS

ISIN Code INE763A01023

• The Company's shares are traded in "Group A" category in the Bombay Stock
Exchange, Mumbai since 26th March 2001.

• The Company hereby confirms that the listing fee for the year 2008-09, payable
to each of the stock exchanges pursuant to Clause 38 of Listing Agreement in
which the Company's shares are listed have been paid.

Registrars and Share Transfer Agent Karvy Computershare Private Ltd.,
Unit: Polaris Software Lab Ltd.,
Plot No. 17 to 24  Vittal Rao Nagar,
Madhapur, Hyderabad - 500 081.
Tel:  040 - 24220815-28
Fax: 040 - 23420814 /23420857
mail: mailmanager@karvy.com
URL: www.karvycomputershare.com

Publication of Quarterly Results

Quarterly financial results were published during financial year 2007-08

                Language    News paper        Date

28/04/2007

English Business Standard 19/07/2007

Tamil Makal Kural 18/10/2007

24/01/2008

Website address of the Company on which www.polaris.co.in
reports/financial results have been posted

Website address of stock exchange(s) on which reports / financial results are posted

The Bombay Stock Exchange Ltd The National Stock Exchange of India Ltd
www.bseindia.com www.nseindia.com

Whether the Official News releases              Yes
are displayed by the company               No
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Share market data and the graphical representation of closing market prices, movement
of the Company's shares quoted in the Mumbai (BSE) and National(NSE) Stock Exchanges
from April, 2007 to March, 2008

    STOCK MARKET DATA FOR THE PERIOD APRIL 2007 TO MARCH 2008 FROM MUMBAI
&  NATIONAL STOCK EXCHANGE

                  BSE  Price                                     NSE Price
High Low Closing  Volume  High Low     Closing            Volume

Apr 07 205.80 166.80 171.65 5,736,136 206.90 167.05 171.85 22,420,153

May 07 178.50 158.05 158.70 4,554,831 177.20 160.00 158.60 15,285,788

June 07 174.25 151.10 153.10 5,436,219 174.00 151.00 152.75 17,664,392

July 07 158.20 119.60 124.15 4,304,523 157.90 116.10 124.00 11,545,103

Aug 07 127.00 102.15 113.65 6,484,339 124.80 101.40 113.55 24,543,738

Sep 07 127.95 111.50 122.80 4,820,349 127.95 111.10 122.85 14,494,654

Oct 07 129.80 108.00 112.05 5,745,765 129.90 101.10 112.05 14,974,137

Nov 07 119.80 98.00 109.60 3,432,698 119.45 96.00 109.35 8,957,096

Dec 07 130.00 109.90 126.25 6,264,678 131.90 110.60 126.20 15,121,858

Jan 08 141.30 63.60 82.90 8,888,227 129.80 62.00 80.55 24,409,389

Feb 08 101.85 74.60 88.80 8,497,833 101.55 74.15 89.10 24,702,278

Mar 08 91.70 70.20 78.55 6,057,651 91.50 70.00 78.50 16,016,972

Total 70,223,249 210,135,558

Price movement of PSL Equity Shares in National Stock Exchange during the Financial Year
2007-08
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Price movement of PSL Equity Shares in Bombay Stock Exchange during the financial
year 2007-08

PSL Equity Share Prices @ BSE Vs. BSE Sensex during the financial year 2007-08
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Shareholding Pattern of the Company as on 31st March 2008

Cate- Number Total Number of    Total shareholding as a
gory     Category of shareholder of share number of shares held in           Percentage of total

-holders shares demater         number of shares

-ialized form          As a percentage of
(A+B)    (A+B+C)

(A) Shareholding of Promoter and Promoter Group

1 Indian

(a) Individuals/ Hindu 17 8,116,773 8,107,173 8.23 8.23
Undivided Family

(b) Bodies Corporate 1 19,880,938 19,880,938 20.15 20.15

Sub-Total (A)(1) 18 27,997,711 27,988,111 28.37 28.37

2 Foreign

Individuals (NRIs/ 1 450 450 0.00 0.00
Foreign Individuals)

Sub-Total (A)(2) 1 450 450 0.00 0.00

Total Shareholding of 19 27,998,161 27,988,561 28.37 28.37
Promoter and Promoter
Group (A)= (A)(1)+(A)(2)

(B) Public Shareholdings

1 Institutions

(a) Mutual Funds/ UTI 7 707,652 707,652 0.72 0.72

(b) Financial Institutions/ Banks 10 23,507,208 23,507,208 23.82 23.82

(c) Insurance Companies 2 506,035 506,035 0.51 0.51

(d) Foreign Institutional Investors 20 3,186,887 3,186,737 3.23 3.23

Sub-Total (B)(1) 39 27,907,782 27,907,632 28.28 28.28

2 Non-institutions

(a) Bodies Corporate 1,343 23,729,803 23,720,053 24.05 24.05

(b) Individuals -

i.Individual shareholders 63,367 13,630,044 13,286,784 13.81 13.81
holding nominal share
capital up to Rs.1 lakh.

ii. Individual shareholders 37 2,226,760 2,226,760 2.26 2.26
holding nominal share
capital in excess of Rs.1 lakh.

(c) Any Other - Specify

NRI 562 369,709 365,409 0.37 0.37

 Foreign National 0 0 0 0 0

Clearing Members 221 291,161 291,161 0.30 0.30

Overseas Corp.Bodies 3 350 300 0.00 0.00

Trust 10 2,520,827 2,498,527 2.55 2.55
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Sub-Total (B)(2) 65,543 42,768,654 42,388,994 43.34 43.34

Total Public Shareholding 65,582 70,676,436 70,296,626 71.63 71.63
(B)= (B)(1)+(B)(2)

TOTAL  (A)+(B) 65,601 98,674,597 98,285,187 100.00 100.00

(C) Shares held by Custodians and 0 0 0 0 0
against which Depository
Receipts have been issued

GRAND TOTAL  (A)+(B)+(C) 65,601 98,674,597 98,285,187 100.00       100.00

List of persons holding more than 1% of Shares as on 31.03.2008

Sl.                  Name of the shareholder No. of Shares % of Share
No.    Capital

1 Citibank A/C Orbitech Ltd. 22,576,015 22.88

2 Orbitech Ltd. 20,179,606 20.45

3 Polaris Holdings Private Ltd. 19,880,938 20.15

4 Arun Jain (HUF) 3,522,416 3.57

5 Manju Jain 1,022,460 1.04

6 Yogesh Andlay 2,074,547 2.10

7 Orbitech Employees Welfare Trust 1,390,501 1.41

8 Konark Trust     1,011,023 1.02

Graphic Representation of Shareholding Pattern

Individuals

16% Promoters

28%

IFIs/Banks

24%

Bodies Corp.

24%

Flls 3%
Mutual Fund 1%

Trusts 3% 1% Others
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DISTRIBUTION SCHEDULE OF SHAREHOLDING AS ON 31.03.2007

S.No. Category  No. of  Cumulative % of  No. of Cumulative   % of
From    To  Holders  Holders Holders  Shares  Shares  Shares

Total Up to 10 5,443 5,443 8.30 36,018 36,018 0.04

11 - 25 6,731 12,174 10.26 143,867 179,885 0.15

26 - 50 12,371 24,545 18.86 570,334 750,219 0.58

51 - 100 16,467 41,012 25.10 1,546,711 2,296,930 1.57

101 - 500 19,734 60,746 30.08 4,756,948 7,053,878 4.82

500 - 1000 2,560 63,306 3.90 1,999,757 9,053,635 2.03

1000 - 5000 1,863 65,169 2.84 3,859,515 12,913,150 3.91

5000 - 10000 211 65,380 0.32 1,471,625 14,384,775 1.49

10000 + 221 65,601 0.34 84,289,822 98,674,597 85.42

TOTAL 65,601 100 98,674,597 100

PHYSICAL

Up to 10 15 15 1.02 27 27 0.01
11 - 25 3 18 0.20 59 86 0.02
26 - 50 100 118 6.82 4,965 5,051 1.28
51 - 100 203 321 13.84 20,120 25,171 5.17
101 - 500 1,044 1,365 71.17 196,839 222,010 50.55
500 - 1000 37 1,402 2.52 25,150 247,160 6.46
1000 - 5000 61 1,463 4.16 101,350 348,510 26.03
5000 - 10000 3 1,466 0.20 18,600 367,110 4.78
10000 + 1 1,467 0.07 22,300 389,410 5.73
TOTAL 1,467 100 389,410 100

DEMAT

Up to 10 5,428 5,428 8.46 35,991 35,991 0.04
11 - 25 6,728 12,156 10.49 143,808 179,799 0.15
26 - 50 12,271 24,427 19.13 565,369 745,168 0.58
51 - 100 16,264 40,691 25.36 1,526,591 2,271,759 1.55
101 - 500 18,690 59,381 29.14 4,560,109 6,831,868 4.64
500 - 1000 2,523 61,904 3.93 1,974,607 8,806,475 2.01
1000 - 5000 1,802 63,706 2.81 3,758,165 12,564,640 3.82
5000 - 10000 208 63,914 0.32 1,453,025 14,017,665 1.48
10000 + 220 64,134 0.34 84,267,522 98,285,187 85.74

TOTAL 64,134 100.00 98,285,187 100.00

 Comparative distribution schedule

     Benpos Physical Physical Demat Demat  Total Total
     Dates Shares Shares Shares Shares Shares Shares

Nos      %  Nos      %  Nos      %

31.03.2008 389,410 0.39 98,285,187 99.61 98,674,597 100

31.03.2007 584,819 0.59 97,997,308 99.41 98,582,127 100

Shareholders Nos      %  Nos       %  Nos      %

31.03.2008 1,467 2.24 64,134 97.76 65,601 100

31.03.2007 1,861 4.00 44,723 96.00 46,584 100
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• Share Transfer System

The applications for transfers, transmission and transposition are received by
the Company at its Registered office address at Chennai or at M/s Karvy
Computershare Private Ltd., Registrar and Share Transfer Agents, Hyderabad. As
the Company's shares are currently traded in dematerialized form, the transfers
are processed and approved in the electronic form by NSDL/CDSL through its
depository participants.  The Registrar & Share Transfer Agent on a regular basis
processes the physical transfers and the duly transferred certificates sent to the
respective transferees.

• Dividend Information

Pursuant to the provisions of Section 205A of the Companies Act, 1956, Dividend
for the Financial Year ended 31st March 2000 which remained unpaid or
unclaimed, has been transferred by the Company to Investor Education
Protection Fund ('IEPF') constituted by the Central Government under Section 205C
of the Companies Act, 1956.

Members are advised that the dividends for the financial year ended 31st March
2001 onwards, which remain unpaid or unclaimed over a period of seven years,
have to be transferred by the Company to IEPF. Members who have not claimed
the dividend for the above periods are requested to lodge their claim with the
Company, as no claim shall lie for the unclaimed dividends from IEPF by the
members.  The due dates for transfer of unclaimed dividends to IEPF, pertaining
to different financial years are given below:

Financial Year Date of declaration Amount Lying Last date for claiming
ended of Dividend Unpaid (Rs.) unpaid Dividend

31.03.2001 16.06.2001 259,850.00 22.07.2008

31.03.2002 06.09.2005 347,323.00 12.10.2009

31.03.2003 19.09.2003 439,361.00 25.10.2010

31.03.2004 29.07.2004 477,632.00 03.09.2011

31.03.2005 22.07.2005 640,484.00 27.08.2012

31.03.2006 18.08.2006 529,370.00 23.09.2013

31.03.2007 22.01.2007 344,867.00 27.02.2014

28.03.2007 612,539.00 03.05.2014

• Outstanding GDRs/ADRs/Warrants or any Convertible instruments, conversion date
and likely impact on equity

- Not applicable -

• Share Transaction Regulatory System in place for controlling insider trading policy
on Insider Trading

A Policy on Insider Trading has been implemented and continues to be in force since
December 1999. This Policy deals with the rules, regulations and process for
transactions in the shares of the Company and shall apply to all transactions and
for all associates in whatever capacity they may be, including Directors.  This code
forms part and parcel of the service conditions of the employees of the Company.
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• Locations

Headquarter in Chennai; Polaris has its Corporate Banking Solution Centre in
Mumbai, Investment Banking Solution Centre in Hyderabad, Risk & Treasury
Solution Center in Mumbai, Retail Banking Solution Centre in Chennai and
Enterprise Solution Centre in Delhi. Polaris has offices in Tokyo, Sydney, Hong
Kong, Singapore, India, Dubai, Bahrain, Riyadh, London, Belfast, Zurich, Frankfurt,
Toronto, New York, Chicago and Fremont. Polaris has also two Indian subsidiary
companies namely Optimus Global Services Ltd. and Polaris Retail Infotech Ltd..

Address for correspondence

The Compliance Officer

Secretarial Department

POLARIS SOFTWARE LAB LTD.

Regd. Office: Polaris House,

244, Anna Salai, Chennai - 600 006

Phone:  044-3987 4000, Fax: 044-2852 3280

E-mail: shareholder.query@polaris.co.in

Place :  Chennai                         By Order of the Board,
Date  : April 23, 2008   For Polaris Software Lab Limited

Arun Jain
     Chairman & Managing Director
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CEO & CFO CERTIFICATION UNDER CLAUSE 49(V) OF THE LISTING AGREEMENT

To:  The Board of Directors of Polaris Software Lab Ltd., Chennai

We, Arun Jain, Chairman & Managing Director and R Srikanth, Executive Vice President
& Chief Financial Officer of Polaris Software Lab Ltd., ("company") hereby certify that:-

(a) We have reviewed financial statements and the cash flow statement of the
company for the financial year ended 31st March 2008 and that to the best of our
knowledge and belief:

(i) these statements do not contain any materially untrue statement or omit any
material fact or contain statements that might be misleading;

(ii) these statements together present a true and fair view of the company's affairs
and are in compliance with existing accounting standards, applicable laws
and regulations.

(b) There are, to the best of our knowledge and belief, no transactions entered into by
the company during the year which are fraudulent, illegal or violative of the
company's code of conduct.

(c) We accept responsibility for establishing and maintaining internal controls for
financial reporting and that we have evaluated the effectiveness of internal
control systems of the company pertaining to financial reporting and we have
disclosed to the auditors and the Audit Committee, deficiencies in the design or
operation of such internal controls, if any, of which we are aware and the steps
we have taken or propose to take to rectify these deficiencies.

(d) We have indicated to the auditors and the audit committee

(i) significant changes in internal control over financial reporting during the year;

(ii) significant changes in accounting policies during the year and the same have
been disclosed in the notes to the financial statements; and

(iii) instances of significant fraud of which we have become aware and the
involvement therein, if any, of the management or an employee having a
significant role in the company's internal control system  over financial
reporting.

Place : Chennai
Date   : April 23, 2008

Arun Jain R Srikanth
Chairman & Managing Director Executive Vice President &

Chief Financial Officer
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AUDITORS’ CERTIFICATE ON COMPLIANCE WITH THE  CONDITIONS OF CORPORATE
GOVERNANCE UNDER CLAUSE 49 OF THE LISTING AGREEMENT

To,

The Members of Polaris Software Lab Ltd.

We have examined the compliance of conditions of corporate governance by Polaris
Software Lab Limited for the year ended on 31 March 2008, as stipulated in clause 49 of
the Listing Agreement of the said Company with stock exchange(s).

The compliance of conditions of corporate governance is the responsibility of the
management. Our examination was limited to procedures and implementation thereof,
adopted by the Company for ensuring the compliance of the conditions of the Corporate
Governance. It is neither an audit nor an expression of opinion on the financial statements
of the Company.

In our opinion and to the best of our information and according to the explanations given
to us, we certify that the Company has complied with the conditions of Corporate
Governance as stipulated in the above mentioned Listing Agreement.

We further state that such compliance is neither an assurance as to the future viability
of the Company nor the efficiency or effectiveness with which the Management has
conducted the affairs of the Company.

FOR  S.R. BATLIBOI & ASSOCIATES
Chartered Accountants

per S Balasubrahmanyam
Partner
Membership No. 053315

Place: Chennai
Date:  23rd April 2008

To,

The Members of Polaris Software Lab Limited
Chennai

Sub:  Declaration by the CEO under Clause 49 (I)(D)(ii) of the Listing Agreement

I, Arun Jain, Chairman & Managing Director of Polaris Software Lab Ltd., to the best of my
knowledge and belief, declare that all the members of the Board of Directors and Senior
Management Personnel have affirmed compliance with the Code of Conduct of the
Company for the year ended March 31, 2008.

Place: Chennai Arun Jain
Date:  23rd April 2008 Chairman & Managing Director
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Auditors' Report on Abridged Financial Statements

To The Members of Polaris Software Lab Limited,

1. We have examined the abridged balance sheet of Polaris Software Lab Limited ('the
Company') as at March 31, 2008  and the abridged profit and loss account and cash flow
statement for the year ended on that date, together with the notes thereon (hereafter
collectively referred to as "abridged financial statements").

2. Without qualifying our opinion, we have drawn attention in our report (attached
herewith) dated April 23, 2008 on the complete set of financial statements to note B
15(c) of schedule 16  [Note 6 (c) of the abridged financial statements] regarding
management assessment of the carrying value of its investment in Adrenalin eSystems
Limited, an associate company, as at March 31, 2008. The Associate Company has been
incurring losses on account of initial/start-up stage of operations. The management
believes that this is a strategic investment and the losses are not permanent in nature.
Accordingly, such investments have been carried at cost.

3. These abridged financial statements have been prepared by the Company pursuant to
Rule 7A of the Companies (Central Government's) General Rules and Forms, 1956 and
Clause 32 of the Listing Agreement and are based on the complete set of financial
statements of the Company for the year ended March 31, 2008 prepared in accordance
with Schedule VI to the Companies Act, 1956 and covered by our report dated April 23,
2008 to the members of the Company which report is attached.

For S. R. BATLIBOI & ASSOCIATES
Chartered Accountants

per S Balasubrahmanyam
Partner
Membership No: 053315
Chennai
April 23, 2008
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AUDITORS' REPORT
To The Members of Polaris Software Lab Limited
1. We have audited the attached Balance Sheet of Polaris Software Lab Limited ('the

Company') as at March 31, 2008 and also the Profit and Loss account and the cash flow
statement for the year ended on that date annexed thereto. These financial
statements are the responsibility of the Company's management.  Our responsibility
is to express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with auditing standards generally accepted in
India.  Those Standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements.  An audit also includes assessing the
accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation.  We believe that our audit
provides a reasonable basis for our opinion.

3. As required by the Companies (Auditor's Report) Order, 2003 (as amended) issued by
the Central Government of India in terms of sub-section (4A) of Section 227 of the
Companies Act, 1956, we enclose in the Annexure a statement on the matters specified
in paragraphs 4 and 5 of the said Order.

4. Further to our comments in the Annexure referred to above, we report that:
i . We have obtained all the information and explanations, which to the best of our

knowledge and belief were necessary for the purposes of our audit;
ii. In our opinion, proper books of account as required by law have been kept by the

Company so far as appears from our examination of those books;
iii. The balance sheet, profit and loss account and cash flow statement dealt with by

this report are in agreement with the books of account;
iv. In our opinion, the balance sheet, profit and loss account and cash flow statement

dealt with by this report comply with the accounting standards referred to in sub-
section (3C) of section 211 of the Companies Act, 1956;

v. On the basis of the written representations received from the directors, as on March
31, 2008 and taken on record by the Board of Directors, we report that none of the
directors is disqualified as on March 31, 2008 from being appointed as a director in
terms of clause (g) of sub-section (1) of section 274 of the Companies Act, 1956;

vi. Without qualifying our opinion, we draw attention to note B 15(c) of schedule 16
of the financial statements regarding management assessment of the carrying
value of its investment in Adrenalin eSystems Limited, an associate company, as
at March 31, 2008. The Associate Company has been incurring losses on account
of initial/start-up stage of operations. The management believes that this is a
strategic investment and the losses are not permanent in nature. Accordingly,
such investments have been carried at cost;

vii In our opinion and to the best of our information and according to the explanations
given to us, the said accounts give the information required by the Companies Act,
1956, in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India;
a) in the case of the balance sheet, of the state of affairs of the Company as at

March 31, 2008;
b) in the case of the profit and loss account, of the profit  for the year ended on that

date; and
c) in the case of cash flow statement, of the cash flows for the year ended on that date.

For S. R. BATLIBOI & ASSOCIATES
Chartered Accountants

per S Balasubrahmanyam
Partner
Membership No: 053315
Chennai
April 23, 2008
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Annexure referred to in paragraph 3 of our report of even date

Re: Polaris Software Lab Limited

(i) (a) The Company has maintained proper records showing full particulars, including
quantitative details and situation of fixed assets.

(b) All fixed assets have not been physically verified by the management during the
year but there is a regular programme of verification which, in our opinion, is
reasonable having regard to the size of the Company and the nature of its assets.
As informed, no material discrepancies were noticed on such verification.

(c) There was no substantial disposal of fixed assets during the year.

(ii) Due to the nature of business, the Company has no inventories and accordingly the
provisions of clause 4(ii) of the Companies (Auditor's Report) Order, 2003 (as amended)
are not applicable to the Company.

(iii) (a) The Company has granted loan to two subsidiaries covered in the register
maintained under section 301 of the Companies Act, 1956. The maximum amount
involved during the year was Rs. 603.12 lacs and the year-end balance of loans
granted to such subsidiaries is Rs. 583.12 lacs.

(b) In our opinion and according to the information and explanations given to us, the
rate of interest and other terms and conditions for such loan are not prima facie
prejudicial to the interest of the Company.

(c) In respect of loans granted, repayment of the principal amount is as stipulated and
payment of interest have been regular.

(d) There is no overdue amount more than rupees one lakh of loan granted to the
company listed in the register maintained under section 301 of the Companies Act,
1956.

(e) As informed, the Company has not taken any loans, secured or unsecured from
companies, firms or other parties covered in the register maintained under section
301 of the Companies Act, 1956 and accordingly the provisions of clause 4(iii)(f) and
(g) of the Companies (Auditor's Report) Order, 2003 (as amended) are not applicable
to the Company.

(iv) In our opinion and according to the information and explanations given to us, there is
an adequate internal control system commensurate with the size of the Company and
the nature of its business, for the purchase of fixed assets and for the sale of services.
During the course of our audit, no major weakness has been noticed in the internal
control system in respect of these areas. The activities of the Company do not involve
purchase of inventory and the sale of goods.

(v) (a) According to the information and explanations provided by the management, we
are of the opinion that the particulars of contracts or arrangements referred to
in section 301 of the Act  that need to be entered into the register maintained
under section 301 have been so entered.

(b) In our opinion and according to the information and explanations given to us, the
transactions made in pursuance of such contracts or arrangements exceeding value
of Rupees five lakhs have been entered into during the financial year at prices which
are reasonable having regard to the prevailing market prices at the relevant time.

(vi) The Company has not accepted any deposits from the public.

(vii) In our opinion, the Company has an internal audit system commensurate with the size
and nature of its business.
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(viii) To the best of our knowledge and as explained, the Central Government has not
prescribed maintenance of cost records under clause (d) of sub-section (1) of section
209 of the Companies Act, 1956 for the products of the Company.

(ix) (a) The Company is generally regular in depositing with appropriate authorities
undisputed statutory dues including provident fund, employees' state insurance,
income-tax, sales-tax, wealth-tax, service tax, customs duty, cess and other
material statutory dues applicable to it. As explained to us, the Company did not
have any dues on account of Investor Education and Protection Fund and Excise duty.

(b) According to the information and explanations given to us, no undisputed amounts
payable in respect of provident fund, investor education and protection fund,
employees' state insurance, income-tax, wealth-tax, service tax, sales-tax,
customs duty, cess and other undisputed statutory dues were outstanding, at the
year end, for a period of more than six months from the date they became payable.

(c) According to the records of the Company, the dues outstanding of income-tax,
sales-tax, wealth-tax, service tax, customs duty, excise duty and cess on account
of any dispute, are as follows:

(x) The Company has no accumulated losses at the end of the financial year and it has not
incurred cash losses in the current and immediately preceding financial year.

(xi) The Company has not defaulted in repayment of dues to a bank.  The Company has
no outstanding dues in respect of a financial institution or debenture holders during
the year.

(xii) According to the information and explanations given to us and based on the documents
and records produced to us, the Company has not granted loans and advances on the
basis of security by way of pledge of shares, debentures and other securities.

Name of the
statute

Forum where
dispute is pending

Income Tax
Act, 1962

Income
Tax

118.21 Financial Year 2000-
01 (Assessment Year

2001-02)

*

Income Tax
Act, 1962

Income
Tax

507.49 Financial Year 2001-
02, (Assessment

Year 2002-03)

*

Income Tax
Act, 1962

Income
Tax

769.02 Financial Year 2002-
03, (Assessment

Year 2003-04)

Income tax
appellate Tribunal

Income Tax
Act, 1962

Income
Tax

864.44 Financial year 2003-
04, (Assessment

Year 2004-05)

Commissioner of
Income Tax
(Appeals)

Tamil Nadu
General

Sales Tax
Act 1959

Sales Tax 520.00 Financial Year
2004 - 05

Commercial tax
officer.

Nature of
dues

Amount
(Rs. In lacs)

Period to which the
amount relates

* The Company is contesting the judgment of Income Tax Appellate Tribunal
and is in the process of filing an appeal against this matter with higher
appellate authorities.
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(xiii) In our opinion, the Company is not a chit fund or a nidhi / mutual benefit fund / society.
Therefore, the provisions of clause 4(xiii) of the Companies (Auditor's Report) Order,
2003 (as amended) are not applicable to the Company.

(xiv) In our opinion, the Company is not dealing in or trading in shares, securities,
debentures and other investments. Accordingly, the provisions of clause 4(xiv) of the
Companies (Auditor's Report) Order, 2003 (as amended) are not applicable to the
Company.

(xv) According to the information and explanations given to us, the Company has not given
any guarantee for loans taken by others from bank or financial institutions.

(xvi) The Company did not have any term loans outstanding during the year.

(xvii) According to the information and explanations given to us and on an overall
examination of the balance sheet of the Company, we report that no funds raised on
short-term basis have been used for long-term investment.

(xviii) The Company has not made any preferential allotment of shares to parties or
companies covered in the register maintained under section 301 of the Companies
Act, 1956.

(xix) The Company did not have any outstanding debentures during the year.

(xx) During the year the Company has not raised any money by way of public issue and
accordingly the provisions of clause 4 (xx) of the Companies (Auditor's Report) Order
2003 (as amended) are not applicable to the Company.

(xxi) Based upon the audit procedures performed for the purpose of reporting the true and
fair view of the financial statements and as per the information and explanations
given by the management, we report that no fraud on or by the Company has been
noticed or reported during the course of our audit.

For S. R. BATLIBOI & ASSOCIATES
Chartered Accountants

per S Balasubrahmanyam
Partner
Membership No: 053315
Chennai
April 23, 2008
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* Aggregate market value of the quoted  investments
March 31, 2008: Rs.7,844.34 (March 31, 2007: Rs 2,425.39)
Notes to abridged financial statements form an integral part of the Abridged Financial Statements.

As per our report on the abridged financial statements of even date.

POLARIS SOFTWARE LAB LIMITED
Abridged Balance Sheet as at

   March 31, 2008 March 31, 2007

I. SOURCES OF FUNDS
(1) SHAREHOLDERS’ FUNDS
(a) Equity Capital 4,933.73  4,929.11
(b) Share application money pending allotment 0.02  -
(c ) Reserves and Surplus

(i) General reserve  15,039.84  14,513.51
(ii)   Foreign currency translation reserve (580.81)  (117.37)
(iii)  Securities premium account 18,498.82  18,426.64
(iv)  Surplus in profit and loss account 22,238.66  19,233.25

(2) LOAN FUNDS
Secured Loans (other than debentures) 82.58  128.70

(3) DEFERRED TAX LIABILITY (NET)  98.70  47.64
   60,311.54  57,161.48

II. APPLICATION OF FUNDS

(1) FIXED ASSETS

(a) Net block (original cost less depreciation)  17,852.23  17,159.72

(b) Capital work-in-progress  492.73  2,842.87

(2) INVESTMENTS
(a) Investment in subsidiary companies (Unquoted)  6,956.39  6,306.39
(b) Others

(i) Quoted *  7,828.80  2,420.25
(ii) Unquoted  2,144.20  2,061.80

(3) (i) CURRENT ASSETS, LOANS AND ADVANCES
(a) Sundry Debtors  17,167.83  18,463.36
(b) Cash and Bank balances  3,090.26  5,594.26
(c) Loans and Advances

(i) To Subsidiary companies and Associates  1,344.57  525.28
(ii) To Others  17,633.09  15,348.81

 39,235.75  39,931.71
LESS: (ii) CURRENT LIABILITIES AND  PROVISIONS
Current Liabilities  10,109.63  9,404.44
Provisions  4,088.93  4,156.82

  14,198.56 13,561.26
NET CURRENT ASSETS (i-ii)  25,037.19  26,370.45

           60,311.54  57,161.48

(Rs in Lacs)

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director
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POLARIS SOFTWARE LAB LIMITED
Abridged Profit and Loss Account for the year ended

          March 31, 2008        March 31, 2007

I. INCOME
(a) Software development services and products

- Overseas 86,156.75  81,802.73
      - Domestic 7,645.03 8,627.28
(b) Dividend 242.13 142.56
(c) Interest  121.98  125.38
(d) Other Income 1,598.31 205.21

95,764.20 90,903.16
II. EXPENDITURE
Salaries & Other employee benefits 71,217.45 62,570.69
Software development expenses 5,889.97 6,228.82
Selling, Administrative and other General expenses 7,709.11 7,984.45
Managerial Remuneration 121.68 143.02
Finance charges 60.32 56.68
Depreciation and amortisation 3,907.15 4,330.05
Auditor's remuneration 46.21 40.48
Provision for doubtful debts (net) 302.17 145.87
Bad debts written off                                                                  315.81                                 10.86
Less: out of provision for earlier years                           (315.81)                         -   (10.86)  -
Provision for diminution in value of investments 102.60 18.30

89,356.66 81,518.36
III. Profit before taxation 6,407.54 9,384.80
IV. Provision for taxation

- Current tax 818.16 867.31
- Deferred tax 51.06 312.74
- Fringe benefit tax 274.99 245.93

V. Profit after taxation 5,263.33 7,958.82
VI. Profit brought forward from previous year 19,233.25 14,598.81
VII. Amount available for appropriation 24,496.58 22,557.63
Appropriations
Dividend 1,480.11 2,217.63
Tax on dividend 251.48 310.87
Amount transferred to General Reserve 526.33 795.88
Balance carried to Balance Sheet 22,238.66 19,233.25

24,496.58 22,557.63
Earnings per share
(equity shares par value Rs 5 each)
Basic 5.34 8.09
Diluted 5.32 8.01
Number of shares used in computing earnings per share
Basic 98,639,382 98,290,764
Diluted 98,938,304 99,337,463

Notes to abridged financial statements form an integral part of the Abridged Financial Statements.
As per our report on the abridged financial statements of even date.

(Rs in Lacs except per share data)

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director
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POLARIS SOFTWARE LAB LIMITED
Statement of cash flow for the year ended

 March 31,  2008   March 31,  2007
Cash flows from operating activities
Profit before taxation 6,407.54 9,384.80
Interest and dividend income (364.11) (267.94)
Exchange differences on foreign exchange translation * (765.56) 500.64
Depreciation / Amortisation 3,907.15 4,330.05
Provision for Doubtful debts (net) (13.64) 135.01
(Profit)/ Loss on sale of Investments 32.34 (1.03)
(Profit)/ Loss on sale of fixed assets 122.41 11.15
Provision for diminution in value of investments 102.60 18.30
Lease finance charges 9.67 21.71
Changes in current assets and liabilities
Decrease / (Increase) in sundry debtors 1,649.77 (5,239.69)
Decrease/(Increase) in loans and advances (2,584.90) (1,775.92)
Increase/(Decrease) in current liabilities and provisions 148.00 1,409.62
Taxes paid (1,647.57) (1,264.10)
Net cash flows from operating activities 7,003.70 7,262.60
Cash flows from financing activities
Proceeds from share capital issued on
exercise of stock options 4.64 10.65
Proceeds from securities premium on
exercise of stock options 72.18 338.14
Proceeds / (Repayment) of secured loans (46.12) (20.50)
Lease finance charges (9.67) (21.71)
Dividends paid during the year (1,236.01) (2,198.23)
Dividend tax paid during the year - (483.08)
Net cash flows used in financing  activities (1,214.98) (2,374.73)
Cash flows from investing activities
Proceeds from sale of fixed assets 127.46 178.19
Purchase of fixed assets and changes in
capital work in progress (2,520.15) (2,528.28)
Investment in subsidiaries (650.00) (2,334.06)
Investment in associate companies (185.00) (167.00)
Net decrease in non-trade investments (5,440.89) (400.61)
Interest and dividend received 364.11 267.94
Net cash flows used in investing activities (8,304.47) (4,983.82)
Exchange differences on foreign exchange translation
of cash and cash equivalents 11.75 (69.40)
Total increase / (decrease) in cash and cash
equivalents during the year   (2,504.00)  (165.35)
Cash and cash equivalents at the beginning of the year 5,594.26 5,759.61
Cash and cash equivalents at the end of the year 3,090.26  5,594.26

* Exchange differences on foreign exchange restatement include Rs.463.44 (March 31, 2007: Rs.172.26) on
account of translation adjustments relating to non-integral operations.As per our report on the abridged
financial statements of even date.

(Rs in Lacs)

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited
Arun Jain

Chairman & Managing Director
R.C. Bhargava

Director
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1. All amounts in the financial statements are presented in Rupees Lacs, as otherwise
stated. The note numbers appearing in the brackets "[ ]" are as they appear in the
complete set of Financial Statements. These abridged financial statements have been
prepared in accordance with the requirements of Rule 7A of the Companies (Central
Government's) General Rules and Forms, 1956 and clause 32 of the Listing Agreement.
These abridged financial statements have been prepared on the basis of the complete
set of financial statements for the year ended March 31, 2008.

2. [B5] Capital commitments and contingent liabilities

(i) The estimated amount of contracts remaining to be executed on capital account
and not provided for (net of advances) as at  March 31 ,2008 is Rs.767.60
(March 31, 2007: Rs 1,162.15).

(ii) As at March 31, 2008, the Company has outstanding guarantees and counter
guarantees of Rs.541.68 (March 31, 2007: Rs. 236.00) issued to various banks, in
respect of guarantees given by the banks in favour of various government
authorities.

(iii) Claims against the Company, not acknowledged as debts includes:

a . Demand from Indian income tax authorities as at March 31, 2008 is
Rs. 1,088.53 (March 31, 2007: Rs.1,111.66). The tax demand mainly on account
of disallowance of a portion of the deduction claimed by the company under
Section 10A of the Income Tax Act. The Company is in the process of filing an
appeal with the higher appellate authorities.

b. Sales Tax demand from Commercial Tax Officer Chennai is Rs.520.00 as at
March 31, 2008 (March 31, 2007: Nil).

The Company is contesting the demands raised by the respective tax authorities,
and the management, including its tax advisers, believes that its position will
likely be upheld in the appellate process and ultimate outcome of these
proceedings will not have a material adverse effect on the Company's financial
position and results of operations.

(iv) The Company is also involved in other law suit and claims including suits filed by
former employees, which arise in the ordinary course of business. However there
are no such matters pending that the Company expects to be material in relation
to its business.

(v)  The future obligation for vehicles taken on finance lease is given below:

POLARIS SOFTWARE LAB LIMITED
Notes to Abridged Financial Statements
(All amounts are in Rs. in Lacs, unless otherwise stated)

As at
March 31, 2008

As at
March 31, 2007

Not later than one year 53.29      51.89

Later than one year and not later than 5 years 38.12      95.48

91.41     147.37

Less: Amount representing future interest (8.83)     (18.67)

Present Value of minimum lease rentals 82.58     128.70

Particulars

(vi) The Company has taken certain offices and residential premises for the
employees under operating leases which expires at various dates in future years.
The minimum lease rental payments to be made in respect of these leases are
as follows:
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Notes to Abridged Financial Statements (Contd.)
(All amounts are in Rs. in Lacs, unless otherwise stated)

As at
March 31, 2008

As at
March 31, 2007

Lease payments for the year 1,424.48 1,329.59

Contingent rent recognised in Profit and
Loss Account - -

Minimum Lease Payments :

Not later than one year 968.09 1,375.02

Later than one year and not later than five years 374.14 2,221.28

Later than five years - -

Total 1,342.23 3,596.30

Particulars

3. [B6] Quantitative details

The Company is engaged in the development of computer software.  The production
and sale of such software cannot be expressed in any generic unit.  Hence, it is not
possible to give the quantitative details of sales and the information as required under
paragraphs 3, 4C and 4D of part II of Schedule VI to the Companies Act, 1956.

4. [B7] Managerial remuneration

Year ended
March 31, 2008

Year ended
March 31, 2007

Chairman and Managing Director

Salary and perquisites 85.33 108.31

Contribution to provident and other funds 7.20 6.31

Other Directors

Commission 20.00 22.50

Sitting fees 9.15 5.90

Total 121.68 143.02

Particulars

The Chairman & Managing Director is covered under the Company's gratuity policy along
with the other employees of the Company. Proportionate amount of gratuity is not
included in the disclosure above.

Salaries and perquisites to other directors include commission of Rs. 20.00 (March 31, 2007
Rs. 22.50) payable to other directors.
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Computation of Net Profit in accordance with section 349 of the Companies Act,
1956 for calculation of commission payable to directors

* The Company depreciates fixed assets based on estimated useful lives that are lower
than those implicit in Schedule XIV of the Companies Act 1956. Accordingly,
the rates of depreciation used by the Company are   higher than the minimum
prescribed by the Schedule XIV.

5. [B12] Earnings per Share ("EPS")

Reconciliation of basic and diluted shares used in computing EPS:

Year Ended
March 31, 2008

Year Ended
March 31, 2007

Weighted average number of equity shares
outstanding during the year-Basic 98,639,382 98,290,764

Add: Effect of dilutive issue of stock options
to be converted 298,922 1,046,699

Weighted average number of equity shares
outstanding during the year-Diluted 98,938,304 99,337,463

Particulars

6. [B15] Investments in subsidiaries and associates

a) The movement during the year ended March 31, 2008 comprises the following:

• Subscribed additionally for 1,200,000 7% cumulative preference shares of
Rs 5/- each fully paid up   amounting to Rs 60.00 during the year in Adrenalin
eSystems Limited;

Year Ended
March 31, 2008

Year Ended
March 31, 2007

Profit as per Profit and Loss Account 5,263.33 7,958.82

Add:

1. Whole-time director remuneration 92.53 114.62

2. Directors' sitting fees 9.15 5.90

3. Commission to non-whole-time directors 20.00 22.50

4. Depreciation  and amortization 3,907.15 4,330.05

5. Provision for taxation 1,144.21 1,425.98

10,436.37 13,857.87

Less:

1. Depreciation as envisaged under Section
350 of the Companies Act 1956 * 3,907.15 4,330.05

2. Profit / (Loss) of a Capital Nature (154.75) (10.13)

Net profit on which commission is payable 6,683.97 9,537.95

Commission to other directors at 1% of the
net profits as calculated above 66.83 95.37

Maximum allowed by the shareholders 45.00 45.00

Commission approved by the board 20.00 22.50

ParticularsSl.
No.
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Notes to Abridged Financial Statements (Contd.)
(All amounts are in Rs. in Lacs, unless otherwise stated)

• Paid Re.1/- during the year to Adrenalin eSystems Limited, inclusive of a premium
of Re.0.5/- for converting partly paid up 1,000,000 Equity shares, to 1,000,000
Equity shares of Rs 5 each per fully paid up;

• Subscribed additionally for 32,500,000 redeemable optionally convertible
cumulative preference shares of Rs 2/- each amounting to Rs.650.00 during the
year in Optimus Global Services Limited.

• Subscribed additionally for 225,756 equity shares of Rs.10 each at a premium of
Rs.40.94 amounting to Rs.115.00 during the year in NMS Works Software Private
Limited.

b) The subsidiaries of the Company were incorporated to provide software development
services, business process outsourcing services and to promote Company's software
products and work on the business development efforts in the regions where the
subsidiaries are located. The details of the accumulated losses as per the audited
financial statements of the loss making subsidiaries as at March 31, 2008 are given
below:

Accumulated losses of the subsidiaries are on account of initial / start-up stage of
operations and subsidiaries are expected to earn profits in the future. Accordingly,
management believes that there is no other than temporary diminution in the value of
its investments in the subsidiaries and hence it is stated at cost.

The following note has been referred to by the auditors in their auditors' report on the
complete set of financial statements dated April 23, 2008.

c) The Company's equity ownership interest in Adrenalin eSystems Limited is  40.25% as
at March 31, 2008. Adrenalin  eSystems  Limited  ("ASL")  is  primarily  engaged  in the
business  of providing specific solutions relating to Human Relations suite  of  software
solutions  and  products  and has been incurring losses.  The  Company  believes  that  the
accumulated losses to the extent  of Rs.3,054.90 as per the unaudited financial
statements of ASL  as  on March 31, 2008 are on account of initial / start-up stage of
operations. The full version of the ASL's main product "Adrenalin" was launched in
January 2006 and ASL's evaluation of the product's market acceptability is positive.
The  Company  believes that, in pursuing   business   models   based  on  mass  adoption
of  similar technologies  on  global scale, the start up costs on brand building, product
development costs and franchise acquisitions are significant and  the  international
experience  also  suggests  that the product companies have longer gestation period.
Further, the promoters of ASL are committed to provide continued support to its
operations and ASL is expected to generate profits in the future. As per the unaudited
financial statement of ASL for the year ended March 31, 2008, ASL has earned cash

Profit / (loss)
2007-08

Accumulated loss as
at March  31, 2008

Polaris Software Lab Canada Inc 83.94 251.60

Polaris Software Lab B.V, Netherlands (19.29) 19.29

Optimus Global Services Limited 4.18 1,850.33

Polaris Retail Infotech Limited 202.85 271.92

Subsidiary
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profit. Accordingly, there is no other than temporary diminution in the value of its
investments in ASL and hence, it is stated at cost.

d) The Company's equity ownership interest in NMS Works Software Private Limited
("NMS") is 45.85% as on March 31, 2008. NMS is primarily engaged in the business of
designing network management in Telecommunication and Internet Services. NMS
has been incurring losses since its inception and based on the unaudited financial
statements as at March 31, 2008, NMS had accumulated losses aggregating to
Rs 518.64. Accordingly, the Company has determined and recorded a provision of
Rs 343.88 for other than temporary diminution in the value of its equity investment
in NMS.

7. [B16] The Company has adopted Accounting Standard 15 (Revised) - Employee Benefits
with effect from April 01, 2006. Pursuant to adoption, the Company had determined the
liability for Transitional Provision amounting to Rs. 1,755.12 which had been debited
to General Reserve in previous year.

8. [B20] The Company had accounted for accumulated compensated absences and
encashment of accumulated leave balances upto September 30, 2007 as short term
employee benefits.  Effective from October 1, 2007, with a view to conform to the
guidance of expert advisory committee of ICAI, the Company has actuarially valued the
accumulated compensated absences and encashment of accumulated leave balances
and accounted for the same.

As a result of this change, the cost of salary and wages are lower by Rs.867.13, net profit
before tax is higher by Rs.867.13.

9. [B18] The following investments were purchased and sold during the year

Cost Units

Birla Sunlife Cash Manager 10.00 800.00 7,998,400.32

HDFC Cash Management Fund - Savings Plan 10.00 700.00 6,581,174.08

Reliance Liquid Plus Institutional Option
Daily Dividend Plan 10.00 302.47 2,861,873.08

ABN Amro Fixed Term Plan - Series 7
Quarterly Plan A - Maturity Dividend 10.00 300.00 3,000,000.00

Standard Chartered Fixed Maturity Plan -
Quarterly Series 8  "SCFMP - QS10" - Dividend 10.00 300.00 3,000,000.00

Sundaram BNP Paribas Liquid Plus - IP -
Daily Dividend 10.00 305.18 3,045,823.68

AIG India Treasury Plus Fund Institutional
Daily Dividend 10.00 501.28 5,007,313.41

Grindlays Floating Rate Funds - Long Term 10.00 204.30 2,041,885.64

DBS Chola F I - STF - IP - Daily Dividend 10.00 309.95 3,098,265.71

Kotak Bond (Short Term) - Monthly Dividend 10.00 511.68 5,085,930.97

Lotus India Liquid Plus Fund - Institutional
Daily Dividend 10.00 303.85 3,033,763.90

Particulars Face Value
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Notes to Abridged Financial Statements (Contd.)
(All amounts are in Rs. in Lacs, unless otherwise stated)

10. Key Ratios

11. [B21] As at March 31, 2008, the Company had no outstanding dues to small-scale
industrial (SSI) undertakings (March 31, 2007: Rs Nil). The list of SSI undertakings was
determined by the Company on the basis of information available with the Company.
The Company also had no outstanding dues that require to be furnished under Section
22 of the Micro, Small and Medium Enterprises Development Act, 2006.

12. [B22] Arun Verma and Data Inc (the plaintiffs) filed a complaint against the Company in
a US Court at New Jersey, for damages towards breach of contract and fraud, for non-
acquisition of Data Inc in earlier years. The Company has entered into an out-of court
settlement and paid $ 600,000 (about Rs 2.40 crores) to the plaintiffs during the year.
The amount has been charged off in books of account.

13. [B23] Previous year figures have been regrouped/reclassified, wherever necessary, to
conform to current year presentation.

2007

Ratios - Operational performance

Operating profit / total revenue (%) 10.94 15.17

PAT / total revenue (%) 5.50 8.76

Ratios - Return

Return on assets (PBT / total assets) (%) 10.62 16.42

PAT / average net worth (%) 8.99 14.46

       Operating profit / capital employed (%) 17.42 23.37

Ratios - Balance Sheet

Current ratio 2.76 2.94

Book value (Rs) 60.94 57.80

Basic EPS 5.34 8.09

Total revenue / total assets 1.59 1.59

2008

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

As per our report on the abridged financial statements of even date

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director
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POLARIS SOFTWARE LAB LIMITED
Balance Sheet Abstract And Company’s General Business Profile

I. Registration Details

Registration No 18-24142 State Code 18

Balance Sheet Date 31.03.2008

II. Capital Raised during the Year

Public issue Nil Rights Issue Nil

Bonus Issue Nil Private Placement Nil

III. Position of Mobilisation and deployment of funds (Amount in Rs. Thousands)

Total Liabilities 6,031,154 Total Assets 6,031,154

Sources of funds

Paid up Capital 493,373 Reserves & Surplus 5,519,651

Share application money 2 Deferred Tax Liability 9,870

Secured Loans 8,258

Application of funds

Net fixed assets 1,834,496 Investments 1,692,939

Net Current Assets 2,503,719 Misc Expenditure  -

IV. Performance of the Company (Amount in Rs. Thousands)

Turnover 9,380,178 Other Income 196,242

Total expenditure 8,935,666 Profit before tax 640,754

Profit after tax 526,333

Earning per share in Rs 5.34 Dividend Rate 30%

V. Generic names of three principal products / services of Company (as per monetary terms)

Item Code No (ITC Code) Not Applicable

Arun Jain R.C.Bhargava
Chairman & Managing Director Director

R.Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008
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Management Discussion and Analysis

1. Overview

Polaris continued its focus on the Money Verticals - Banking, Financial and Insurance,
in 07-08, with its portfolio of Consulting, Products and Outsourcing services, registering
an annual dollar income growth of 22% over the previous year. For the year ended 31
March 2008, the total income was Rs 1,117.41 crore. Operating profit (EBITDA) was Rs
136.30 crore and profit after tax (PAT) was Rs 73.21 crore. The company witnessed good
growth across its porfolio of products, outsourcing, BPO and Consulting.

The Company strategy to invest into products has provided the potential to explore
markets beyond US and UK, where large banks showed knee jerk reactions to the sub
prime debacle. The Company was able to successfully manage the currency risks due
to dollar depreciation through adept hedging strategies. It was also able to effectively
counter the slowdown in the US economy.

Over the past five years, Polaris has worked along three dimensions to build a wholistic
financial technologies institution, namely investment into the Intellect Suite,
broadening of customer account landscape and building an organization-wide
governance structure

Expanding new-account base: While in 2003, Polaris business was largely concentrated
in a few accounts with one large customer, contributing 70% of revenue, over these
years, with an account proliferation focus, a base of over 70 strategic accounts has
been built. Simultaneously, the company has been able to grow the business more
than four times, with the largest account.

Polaris had foreseen (5 years ago) Progressive ModernizationTM as the next big wave in
outsourcing in the Money verticals. The IP-led outsourcing strategy, using the Intellect
arrowhead is now getting validated by the responses from the marketplace,
competition focus and research reports from leading market analysts. Legacy
Modernization will spin into a huge market opportunity over the next 10 year time
frame.

Polaris continued its focus on operational process improvements by putting in place a
robust governance model to achieve repeatable and predictable growth.

Today the company is set to move forward on a path of rapid growth. The marketplace
offers significant opportunities, with the Money verticals becoming globalized at a very
fast pace, market participation from 150+ countries and over 1000 banks with an asset
size of more than 1 Billion Dollars.

Outsourcing: Polaris Outsourcing business showed healthy growth with several new
clients added during the year; There was significant growth in key accounts as well as
in some of the specialty practices such as Independent Testing, Enterprise Solutions
and Business Intelligence and Enterprise Content Management. The company has
doubled its strategic account landscape from 40 accounts two years back to 70 accounts
currently. Polaris, Application Certification Enterprise, with Application Performance
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Diagnostics and Managed Testing Services being offered out of Canada, Northern
Ireland, India and Sydney is now recognized as a global top 3 provider of outsourced
testing services to the Money Verticals.

Intellect Banking Platforms: The contribution from Intellect Banking Platform to the
overall outsourcing business stood at 23% for the year, indicating increased
acceptance and stability of the suite in the marketplace. Polaris had 12 lighthouse
implementations (Implementations for Tier 1 Banks) of Intellect during the year. Three
new platforms, Intellect Core, Intellect Investor Services and Intellect Portals were
launched in the market this year. Growth plan of expanding the distribution footprint
through partnerships and by exploring new markets is on the agenda for the coming
year.

Consulting capability of Polaris was recognized by Tower Group (a leading research
and consulting firm focused on the global financial industry) among the world’s Top
Professional Services Consulting organizations along with the Tier 1 players in the IT
and business consulting segments. Polaris won a significant value Discovery
engagement with a leading bank in UK for Progressive Modernization of Core Banking
platform.

Optimus Global Services, Polaris’ BPO subsidiary focusing on the high-growth Indian
market for complete banking process outsourcing, recorded a growth of 90% on a YoY
basis.

Some of the key Business Highlights for the year across services lines are highlighted
below:

1. Core Banking: Intellect Core went live in one of the largest banks in Middle East.
Polaris also won the prestigious order from the 5th largest State-owned bank in
Vietnam

2. Wealth Management: Intellect was selected by one of the largest Private Sector
banks in India.

3. Cash and Liquidity: Intellect went live in one of the largest banks in Southern
Europe and in one of the Fortune 10 banks in Europe

4. Intellect Custody Platform has become the Market Leader in the Indian Market

5. Polaris was ranked among the leading global testing providers for the Money
Verticals

The Company entered the African Market with a significant win from one of the largest
Banks in Africa, with the Intellect Treasury platform

Employee growth: Total employee strength crossed the significant milestone of
10,000 this year and the talent program continued around the strategy of nurturing
specialists in sub verticals and specialty skills.

The Company set up a Centre of Excellence (CoE) for Algorithmics to create a talent
pool of trained resources in the Risk Management arena as well as a dedicated Test
Lab at Sydney to offer round the clock availability of testing services.
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Infrastructure: Corporate Heights, a center for Modernization of Treasury Technology
was opened at Goregaon, Mumbai. This new state-of-the-art, 66000 square foot facility
housing 500 experts will focus on providing technology modernization services in
treasury departments of banks and multi-national companies, besides offering
specialized products and components for trading, operations and liquidity
management.

2. Industry Structure and Developments

2.1 Trends in Outsourcing

Changing patterns in money movement across borders driven by economic performance
of countries, new demographics and a morphing global wealth scenario are impacting
the business strategies of players in the Banking, Financial and Insurance domains
significantly. While the nouveau rich individuals and countries offer immense
opportunities, slowdown in the US economy and the intense competition to retain
market share in other industrialized economies is driving companies in these sectors
to explore technology options that are increasingly aligned to revenue growth and
product innovation. In addition, the players in the money game need to deal with
changing regulatory pressures and manage risk exposures effectively, which calls for
flexible yet robust business solutions.

The Banking and Financial sector is one of the most mature adopter's of technology
outsourcing, primarily driven by demanding customer needs and accelerated
globalization. Agility in new product introduction, risk management, 'glocalization' and
optimization of IT investments over time are key challenges for companies in this sector
today. In addition, increased availability of resources for outsourcing back office
functions and transactions has also enabled Banks to leverage global resources and
infrastructure to improve business process.

While traditional scale based outsourcing models and the global delivery models
continue their journey up the value chain towards business alignment and improved
performance, the following drivers have had a significant impact on the design and
delivery of outsourcing services for the next decade

• Availability and fast rate of adoption of new concepts such as Service Oriented
Architecture (SOA)

• Thinning line between services and products

• Dearth of technology skills globally, specifically in legacy technologies and
specialist domain areas for effective management of core systems

SOA is now a tested approach to building flexibility into business technology and year
2007 has seen increased adoption of this concept by leading players in the Banking and
Financial world.

The above factors are leading to increased innovation and IP creation in business
strategy, operations, processes and products, with technology as the primary enabler.
Polaris has put in place new models of delivery, new tools and point solutions that are
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aligned to driving innovation in outsourcing approaches today in response to the need
of the marketplace for sharper and more business focused solutions from technology.

2.2 Technology Outsourcing industry in India

Nasscom’s strategic review of the Indian IT-BPO industry, 2008,  indicates that India
will continue to be the ‘nerve-centre’ for global sourcing with over 2/3rd of the Fortune
500 and a majority of the Global 2000 firms leveraging global service delivery already
sourcing from India. The following are some of the indicators and trends from the report.

Continued growth in the Outsourcing sector: With the industry slated to achieve a target
of USD 60 billion in software and services exports and USD 73-75 billion in overall
software and services revenues, by FY2010, 2007 growth and performance of the sector
has been positive and conducive to the growth projected.

The industry has exhibited strong fundamentals, as evident from the resilience shown
while countering slowing economy and financial sector crisis in the US, as well as the
sharp appreciation of the INR against the USD. The sector continued to maintain double
digit revenue growth, driven by strategies such as geographic diversification as well as
service portfolio expansion.

a. Banking, Financial and Insurance sectors lead in outsourcing

Although the outsourcing industry’s vertical market exposure is well diversified across
several mature and emerging sectors, Banking, Financial Services and Insurance (BFSI)
remains the largest vertical market for Indian IT-BPO exports, followed by High-
technology and Telecom, and these sectors together accounted for nearly 60 per cent
of the Indian IT-BPO exports in FY2007.

b.India: Emerging as a hotbed of products and innovation

The NASSCOM report has also identified continued growth of about 27% across product
development and engineering services, which also reflects India’s increasing role in
global technology IP creation.

Polaris has leveraged this trend with timely investment into product development and
the launch of the Intellect Suite.

2.3 Global Market Indicators of Money Verticals

Both the Banking and Insurance verticals are expected to experience continued growth,
with the various geographic segments showing a differing growth rates, reflecting the
economic activity of the region.

a.Banking

Technology outsourcing drivers in the Banking vertical, as per research by Gartner,
shows that increased trend in linkage of technology to front-office revenue-generation
goals,more adoption of service-oriented architecture, business process management
and software services and increased regulatory pressures are key drivers of outsourcing
in these verticals.
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b.Insurance

The main drivers of growth in insurance include a significant shift from back-office to
front-office delivery systems to reduce spending on policy administration and claims,
wider adoption of business process management, service-oriented architecture and
enterprise content management, fraud detection and BPO.

2.4 Polaris focus on differentiation

Given the strong growth projected for the Indian IT/BPO industry as well as the uptrend’s
in the global Banking and Insurance domains, Polaris is positioned to leverage the
following factors which are key to a differentiated strategy for growth in the
marketplace

• Sharp focus and knowledge of the money verticals helps provide end to
end outsourcing solutions to the Banking, Financial and Insurance sector
companies

• Leverage the Intellect Suite of applications, the broadest range of intellectual
property in this domains, to deliver the flexibility and scalability of solutions
required for these domains

• Super-specialization into sub-verticals in the money domain to provide the
required business focus of solutions delivered

• High performance business applications delivered to stringent customer
requirements of functionality, cost and time enabled by strong commitment to
process quality

• Leverage methodology that uses SOA concepts for progressive modernization
of business technology

2.5 Next decade Outsourcing

Outsourcing is becoming an increasingly complex business proposition due to the
advancements in technology delivery methods and new concepts such as SOA. In
addition, skill shortages in legacy technologies are expected to drive increased
innovation and bundling of domain expertise into point solutions tied to business
outcomes. Hence increased focus on business outcomes, agile technology solutions
and the ability of technology to influence business growth will be the critical success
factors for players in this industry in the next decade. Moreover the geo specific nature
of markets will demand a well balanced geo portfolio across major regional segments
to leverage emerging markets as well as mitigate the risks of impact due to decreased
economic activity in some regions.

Investment into innovation, domain specialization, new markets and creation of
relevant intellectual property are key competitive advantages for Polaris that will
enable to the company to compete effectively in the next decade.

3. Strengths, Opportunities and Threats

The following section discusses the inherent strengths of Polaris that can be leveraged
to create value for customers continually.
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3.1 Strengths

• Intellectual Property Assets: The Company’s inherent strengths include
Intellectual property in the form of IntellectTM, which has been recognized by
leading market analysts as a promising and agile platform for companies in the
Banking and Financial vertical. The IntellectTM suite comprises of nine platforms
namely Intellect Consumer Finance, Intellect Core, Intellect Cards, Intellect Front
Office, Intellect Treasury, Intellect Liquidity, Intellect Wealth, Intellect Investor
Services and Intellect Portals.

• Consulting capability and Proprietary Solution Build Methodology: Polaris has
been listed as among the top 5 consulting companies from India in the
Banking and Financial Services space by leading analyst house, Tower Group.
The company has been awarded prestigious consulting assignments in the area
of technology modernization roadmaps during the year by Tier 1 Banks

• Customer base of leading global banks and Financial Institutions. We partner
with 70 named strategic accounts comprising of 17 AAA, 16 AA and 37 A accounts.

• Optimized Operational Performance: Polaris strength is in its focus on extreme
execution, processes and robust delivery engines. The Company is dedicated to
achieving world class delivery services through a resolute focus on continuous
enhancements. It has attained high standards of process maturity, which have
helped to deliver a strong business performance in 2007. The company has
successfully delivered several projects using the new model, a combination of
software assets and outsourcing

Domain Expertise: The Polaris pedigree has been established over the years as
a pure play Banking and Financial Services player and the company continues on
the road to super-specialization, the key to growth in the coming years. Polaris
Business Solution Centers are engaged in engineering solutions and in delivery
of projects for customers across multiple sub domains.

• Retail Banking Products and Solutions Center, Chennai : Catering to a wide
range of products and solutions for Retail Banks, this center  offers profitable
core propositions including Core Banking, Lending and Mortgage, Credit cards,
Branch Banking Applications, CRM, Internet Banking, Multi-Channel
Integration, Origination and ATM Solutions.

• Investment Banking Center, Hyderabad: The Capital, Polaris Investment
Banking Center is a one-of-its-kind Investment Banking, Capital Markets and
Wealth Management Center.

• Cash and Liquidity Management Center, Mumbai: This center offers expertise
in global liquidity pooling and sweeping, cash management and other
corporate Banking solutions

• Risk & Treasury Management Center, Mumbai: Polaris offers solutions in areas
such as Basel II, Transfer Pricing, Compliance Reporting and Risk Analytics
such as ALM, Credit Solutions, Collateral Management and Collection.
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• Insurance Center, Chennai: This center caters to Polaris growing clientele in
the Insurance domain. It houses Intellectual Property assets and accelerators
for building Insurance Applications for the next decade

• Technology Innovation Center, Chennai: This center houses technology
capabilities in internet and legacy technologies, Application testing and
Certification, Workflow and Content Management

• Intellect Development Center: The seat of development of Intellect IP assets,
this center is focused on Research and Development of business components
to enhance the functionality and technology capability of the Intellect Suite
of Applications

• Enterprise Solutions Center, Delhi: This center delivers enterprise solutions
such as SAP, Oracle Apps and Baan to global customers through proprietary
technologies and shared services models of high business value to users.

3.2 Opportunities & Threats

a. Opportunities:

As an innovative technology solutions provider with a unique service mix and investment
into IPR, Polaris has identified several key business opportunity areas which will drive
the Company’s organic growth for the foreseeable future. Some of these growth drivers
are:

1. Geographic expansion to new markets

The Company has consolidated on the new regions entered in 2006-2007 and
continues on its strategy for growth into emerging markets

• In the Americas, the Company has initiated fresh inroads into the Latin
Americas.

• In EMEA Polaris is paying special attention to deepened presence in France,
Germany and building new client relationships in Netherlands and
Scandinavia.

• For Asia Pacific, the China, Japan and Australian markets are being built up.

2. IP Monetization: New international market strategies and monetization of the
Intellect assets poses an immense opportunity for growth for the company in the
coming years.

3. Service Portfolio Enhancement

In continuance to its strategy of identifying high value segments of the business,
the Company is further enhancing and strengthening its service portfolio through
investment and marketing of Intellect Product range and SOA based services.
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4 . New Sales

The Company continues its sales thrust in areas of industry verticals and key
accounts in which it has built significant competitive strength, which are also the
mainstay business of the Company.

5. Account Growth:

The company has doubled its strategic account landscape from 40 accounts two
years back to 70 accounts currently. This was achieved through a concerted program
of realigning sales enhancing efforts into focus on key accounts.

The Polaris customer base, including Fortune/Global 500 Banks offer significant scope
for expanding its share of their IT budgets and this is indicative of the continued potential
for growth. Most importantly, the Company is leveraging its capability as an integrated
solutions provider, with appropriate technology expertise and domain knowledge, to
deepen its relationships with its clients.

b. Threats:

While a slowdown is expected in North American geography, Polaris does not envisage
any major threats to its business or operations due to this or other factors

4. Segment Wise Performance

The Company’s proportion of revenue across all its business segments/verticals, are shown
below.

Q1 FY07-08 Q2 FY07-08 Q3 FY07-08 Q4FY07-08

Banking and Finance, Insurance 88.00% 89.00% 89.00% 89.00%

Emerging Verticals 12.00% 11.00% 11.00% 11.00%

Total 100.00% 100.00% 100.00% 100.00%

5. Outlook

While various geographic markets are experiencing different technology outsourcing
drivers the opportunities for Polaris at a global level continue to be favorable, given its
domain specialization, intellectual property and innovation orientation.

Key high growth areas visible across geos and across all Banking domains are:

• SOA Reengineering and Modernization of Core Banking Platforms

• Front Office Applications

• Portal solutions

• Global Cash and Liquidity solutions

• Wealth Management
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• Application Testing

• Specialist Services and Consulting

Market opportunity from Tier 2 and Tier 3 banks is also opening up

Insurance sector offers significant potential, driven by accelerated globalization.

6. Internal Control Systems and their adequacy

The CEO/CFO certification provided in the Report on Corporate Governance discusses
the adequacy of our internal control systems and procedures.

7. Risks and Concerns

Polaris adopted the Risk Manual and proposed Risk framework presented to the Board
in May 2005. All Risk mitigation steps are embedded and form part of all the key process
followed in the company. Risks are classified into Macro or micro based on the scope
of the impact on the organization and classified as corporate and non-corporate based
on the level at which it needs to be identified and mitigated. The following figure depicts
the Risk model in use.

All risks are handled based on the level best placed to mitigate the risks associated
with each of the significant accounts. The perceived risks on each of the significant
accounts on account of deficiencies in every process associated with those accounts
are documented. The process owners are identified for each of the process and they
were required to design a remediation plan to control perceived risks, which would
eventually remove all the identified control deficiencies. The detailed exercise of
mapping all the financial reporting processes covers 90-95% of the significant accounts.
The process of moving internal audit from a transaction based to a risk based one has
also been initiated.
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7.1. Risk Governance

The governance of risk in the organization is entrusted to a board appointed by the risk
committee. The risk committee consists of the CEO, Group CFO and Head Quality &
Project Risk as its members. This committee has been authorized to

• review and suggest changes to the risk manual as may be necessary from
time to time,

• Adopt such processes and procedures to enable compliance and mitigate
risk

• Further delegate such powers and authorize persons to implement the same
as may be necessary.

This committee, to put in place the corporate risk management framework, aligned all
critical risk management functions as illustrated.

An organizational structure aligned to risks illustrated in the adjacent figure has been
implemented. Along with the change in structure major policies and procedures were
also reviewed and implemented to help management at all the levels to be attuned to
the risk management framework of the company.

The risks are broadly classified into macro financial and operational. All the macro
financial risks are aligned with the Group Chief financial Officer while the Operational
risks are aligned with the Head, quality and project risks both of who are members of
the board appointed risk committee.
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The risk organization is given below

Figure 3: Risk Organization

7.2. Risk Identification Assessment Monitoring and control

The members of the Polaris board have authorized the risk committee, developed
policies and procedures to identify, monitor, escalate and control major corporate
risks. Greater awareness of risks and their implications were communicated
throughout the organization by training programs and review meetings. Polaris
organization has developed a common color-coding methodology of "Red, Amber and
Green" with corresponding context specific threshold limits. Various departmental
and inter departmental meetings mandated at regular intervals at appropriate levels
help in identifying assessing, monitoring and control of all identified risks.

Risk Manager

The risk manager at the corporate level along with the internal auditors identify through
audit any process deviations in existing policies and procedures or any new control
deficiencies through periodic testing and evaluation of the existing processes.

The risk manager is also responsible for conducting periodic surveys on the processes
control deficiencies and corresponding remediation plans. Identification and
maintenance of adequate risk coverage for major macro risks and also maintenance of
the insurance dashboards for senior management review.

Market Risks

a. Price Risk

Competitive forces due to increasing trend of more global companies in banking and
financial services market opening their own local outfits in India as well as the presence
of a large number of Indian and MNC outsourcing providers operating out of India would
constantly exert pressure on prices. Global weakening of the pricing of technology
outsourcing services would be one of the major market related risks. To mitigate this
risk, Polaris has opted to differentiate in the market place through IPR led solutions.
This strategy reduces the resource and effort requirements for similar solution offerings
in the market from plain vanilla resource suppliers.
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b. Geographic Concentration Risks

Concentration of revenue from any country exposes Polaris to the risks specific to its
economic condition, global trade policies, local laws, political environment, and its
diplomatic relationship with India etc. Each market has distinct characteristics
pertaining to costs of penetration, country risk, maturity of the market for the products
on offer, growth potential, price/profitability, therefore rigid limits on geographical
concentration are not imposed. However it is monitored at the corporate level to
balance any substantial skew in revenues. The following figure illustrates that the
geographic revenue breakup has by and large remained stable throughout the last
4 quarters. The trend demonstrates a balanced portfolio across geographies.

Geographic Revenue Q1 FY07-08 Q2 FY07-08 Q3 FY07-08 Q4 FY07-08

Break-up    (Rs. Lacs)     25,745.05     27,355.08     28,214.15     28,615.78

US/North America 34.78% 35.67% 35.88% 34.08%

Europe 31.82% 31.77% 30.39% 31.42%

India 11.43% 11.18% 11.93% 12.88%

Asia Pacific & Japan 21.97% 21.38% 21.80% 21.62%

Total 100.00% 100.00% 100.00% 100.00%

c. Industry Concentration Risk

As per most analyst research reports financial services and manufacturing (including
discrete and process) rank first and second in IT services market size in the United
States and worldwide. Industry analysts predict that although financial services
demonstrate only moderate growth in industrialized economies, strong growth in most
smaller-regions tends to place the financial industry ahead of average IT spending
growth. Therefore we consciously have pursued a path of focusing on this sector.

d. Client Concentration Risks

The following healthy trend in new relationships throughout the year shows a healthy
trend in the mix of new and existing businesses at Polaris, and reduced risk due to
client concentration.

Client data Q1 FY07-08 Q2 FY07-08 Q3 FY07-08 Q4 FY07-08

New major clients added 14 16 14 14

Repeat Business 88.00% 88.00% 88.00% 86.00%

Client concentration

Top Client 11.48% 10.85% 11.02% 12.57%

Top 5% 35.59% 36.60% 38.00% 38.30%

Top 10% 48.71% 50.34% 51.81% 52.45%

Citigroup Contribution 39.60% 38.70% 38.39% 38.92%

Intellect Revenue ( Rs. Lacs )     5,381.00     5,845.00     5,728.29     5,610.77
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e. Technology Obsolescence risk

Polaris provides global and contemporary financial solutions by partnering with other
industry leading technology partners. It continuously invests in new technologies and
new products based on new technologies to maintain currency. These investments are
charged to the P&L account as per the present policy but in case technological feasibility
is established for the product so developed are used in future. Software development
costs incurred subsequent to the achievement of technological feasibility are
capitalized and amortized over estimated useful life of the products. The amortization
of software development costs is allocated on a systematic basis over the best estimate
of its useful life after the product is ready for use. The factors considered for identifying
the basis include obsolescence, product life cycle and actions of competitors. The
amortization period and the amortization method are reviewed at each period end. If
the expected useful life of the product is shorter from previous estimates, the
amortization period is changed accordingly. At present in Polaris the products are
amortized over a period of five years

f. Security and Business Continuity

Polaris has implemented a system for the management of information security in line
with the standard BS 7799-2:1999. Accordingly, information security controls are
implemented based on best practices and clients requirements. All offices located at
Chennai, Mumbai, Hyderabad, Gurgaon and New Jersey have been assessed for
information security compliance and are certified as BS 7799 compliant. Polaris has
well-defined corporate guidelines for Business Continuity Plan. We have established a
management system in order to ensure the continuation and rapid recovery from failure
or unexpected interruptions, if any, to business critical processes and operations
including IT processes and systems. Business continuity planning due to the round the
clock availability requirements of the business are accorded very high priority. We have
a Business Continuity committee consisting of members from the senior business
management team, which is well supported by all infrastructure groups. Business
continuity plans are in place for identified critical projects and tested periodically to
meet any disaster and continue operations at an alternate office in the same city or at
another city or another country outside India to an alternate facility based on severity
of disruption.

g. Inflation of Cost structure

A major cost in the IT services industry is the wage cost, which has the highest degree
of inflationary uncertainty. Over the years the basic wage structure is expected to
increase in response to the rising talent demand and macroeconomic trends.
To de-risk, Polaris has worked with governments, educational institutions and
charitable organizations to increase the talent pool, provide extensive training to
quickly enable employee skills and competencies. The company also continues to put
in place cost optimization programs in the organization and also embed cost
management in the organization's culture.

h. Political Environment

Polaris operates in 16 countries around the world and political developments in any of
these countries would have an impact on our performance to a greater or lesser extent.
Operations in multiple development centers in different countries is in itself a de-risking
strategy for delivery related risks borne out of political risks. Reducing our revenue
exposure to countries with greater perceived politico-economic risk helps in mitigating
market related risks arising out of a country's political climate.
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i. Immigration Regulation

The majority of Polaris employees are Indian nationals. The ability of IT professionals
to work in other countries depends on the ability to obtain necessary visas and work
permits. Immigration laws in different countries are subject to legislative change, as
well as to variations in standards of application and enforcement due to political forces
and economic conditions. It is difficult to predict the political and economic events
that could affect immigration laws. To limit the risks posed due to visa related
regulations of any single country, we focus on diversifying our operations in countries
across the world. The other way to mitigate such risks is by partnering with local
companies in project implementations.

Financial Reporting Risks

The clause 49 of the listing agreement, which includes the CEO/ CFO certification, has
served to herald a new era in corporate governance enforcement in the country. Under
this sub-clause the CEO and the CFO shall certify that -

• They have reviewed financial statements and the cash flow statement for
the year and that to the best of their knowledge and belief

• These statements do not contain any materially untrue statement or omit
any material fact or contain statements that might be misleading;

• These statements together present a true and fair view of the company's
affairs and are in compliance with existing accounting standards,
applicable laws and regulations.

• There are, to the best of their knowledge and belief, no transactions entered
into by the company during the year that are fraudulent, illegal or violative
of the company's code of conduct.

• They accept responsibility for establishing and maintaining internal
controls for financial reporting and they have evaluated the effectiveness
of the internal control systems of the company and they have disclosed to
the auditors and the audit committee, deficiencies in the design or
operation of internal controls, if any, of which they are aware and the steps
they have taken or propose to take to rectify these deficiencies.

• They have indicated to the auditors and the audit committee

• Significant changes in internal control over financial reporting during the
year;

• Significant changes in accounting policies during the year and the same
have been disclosed in the notes to the financial statements; and

• Instances of significant fraud of which they have become aware and the
involvement therein, if any, of the management or an employee having a
significant role in the company's internal control system over financial
reporting.

Recognizing the concerns of the act to address, Polaris sought early adoption of several
of the act's requirements, well before the prescribed mandatory applicability dates in
fiscal 2006. Polaris has formed a risk group within the business leadership team
reporting to the audit committee. During this fiscal we have completed the above project
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so as to enable in the CEO/CFO certification. Polaris prepares financial statements in
conformity with Indian GAAP. This requires estimates and assumptions that affect the
reported amounts of assets and liabilities, disclosure of contingent assets and
liabilities on the date of the financial statements and the reported amounts of revenues
and expenses during the financial reporting period. These estimates and assumptions
are made based on judgments about carrying values of assets and liabilities. Such
judgments carry inherent reporting risks.

Exchange rate Risks

The Company's functional currency (Capital and operating expenses) is the Indian Rupee
although a major portion of our revenues is transacted in US Dollars. Exchange rate
fluctuation introduces substantial amount of risks on our profits. Our positions in the
forex markets are therefore entirely to protect our profitability. The company uses
forward contracts to hedge its foreign exchange receivables. The level of the hedge is
based on the market volatility. The company does not use the foreign exchange forward
contracts for trading or speculation purposes.

Contractual compliance risk

Litigations regarding adherence to deliverables and service level agreements,
intellectual property rights, patents and copyrights are a challenge in the knowledge-
dominated software industry. In addition there are other general corporate legal risks.
The management has charted out a review and documentation process for contracts.
This was further improved the contract clearance process to include multidimensional
contract vetting process. The contract management team includes the legal,
commercial and risk teams apart from external consultants. Operational teams have
been trained on compliance- related issues so that they ensure adherence to all
contractual commitments.

Compliance with local laws

Polaris has been duly complying with various local laws and deviations if any has been
reported to the Board.  Further, Polaris' business operations spread across multiple
countries and hence compliance with the laws of the respective countries is one of the
paramount issues for the Company.  The Company has put in place proper mechanism
and ensures due compliance of such laws

Intellectual property management

Polaris prides itself as a niche player in the BFSI segment due to the knowledge it has
developed in this segment. This knowledge is embedded in its products, components,
procedures etc. Protection of its Intellectual Property Rights, it understands, is of utmost
importance for its very existence. Therefore to guard against unauthorized usage of
proprietary information, infringement upon or misappropriation of our products it relies
on a combination of patent, copyright, trademark, design laws, trade secrets,
confidentiality procedures and contractual provisions.

8. Financial Performance/Overview

The financial statements are prepared under the historical cost convention, on accrual
basis in accordance with Generally Accepted Accounting Principles (GAAP) in India, and
materially comply with the mandatory accounting standards issued by the Institute of
Chartered Accountants of India (ICAI) and the provisions of the Companies Act, 1956.
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     Balance Sheet as on 31st March 2008

Sources of Funds

As at 31 March 2008, the authorized share capital of the company was Rs.65.00Cr.
Comprising of -

1.  Equity shares of Rs 60.00 Cr. (120,000,000 equity shares of Rs 5 each)

2.  11% Preference shares of Rs 5.00 Cr. (10,000,000 shares of Rs 5 each)

As at 31 March 2008 the total issued, subscribed & paid-up capital was Rs.49.34 Cr.
(98,674,597 equity shares each of Rs 5). During the year, 92,470 equity shares (Rs 0.05 Cr.)
were allotted to 70 associates & directors under various Associate Stock Option Plans.

Reserves and surplus

Reserves & Surplus stood at Rs 608.15 Cr. as at 31 March 2008 an increase of Rs 55.90 Cr.
compared to Rs 552.25 Cr. as on 31 March 2007

Transfer to the General Reserve from Profit & Loss Account for the year was Rs 5.26 Cr.
Premium received on shares issued to employees (under various ASOP schemes) during
the year was Rs 0.72 Cr. Foreign Currency Translation Reserve stands at Rs (0.91) Cr.

Internal accruals made during the year Rs 275.57 Cr. after appropriation of Dividend,
Tax on Dividend and General Reserve.

Secured Loans

Finance lease obligation of Rs. 0.83 Cr represents vehicle loan (for associates)
arrangement with financial institutions.

Application of Funds

Fixed assets

Capital expenditure incurred during the year was Rs 38.98 Cr and details are given
below:

Table 1: Additions to Fixed Assets

Particulars        Amount(Rs. Cr)

Computer Equipments and Software 20.71

Buildings - Business Solution Centre at Mumbai 9.27

Furniture, Fixtures  & Office equipment 9.00

Total 38.98

Addition is mainly on account of establishment of new development facility at Mumbai
and also for further augmentation of our Hyderabad facility.

Fixed assets include properties (Land & Building) owned by the company in Chennai,
Hyderabad, Mumbai and Gurgaon, wherein the software development centers are
situated. Land & Buildings and other assets are carried at historic cost, even though,
the intrinsic market value of these properties are significantly high, as they are all
located in prime places.
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Investments

Investments of the Company comprise long term trade investments in subsidiaries,
associates and non-trade, current investments.

During the year the company made additional investments in the following

• Subscribed additionally for 32,500,000 redeemable optionally convertible
cumulative preference shares of Rs 2/- each amounting to Rs.650.00 during
the year in Optimus Global Service Limited (subsidiary company);

• Subscribed additionally for 1,200,000 7% cumulative preference shares of
Rs 5/- each fully paid up   amounting to Rs 60.00 during the year in Adrenalin
eSystems (associate company);

• Final call of Re.1/- Paid for 1,000,000 equity shares of Rs 5 each at a premium
of Rs. 5 each in Adrenalin eSystems Limited (associate company) during the
year;

• Subscribed additionally for 225,756 equity shares of Rs.10 each at a premium
of Rs.40.94 amounting to Rs.115.00 during the year in NMS Works Software
Private Limited (associate company).

The Group's equity ownership interest in Adrenalin eSystems Limited (formerly Empower
Works Limited) is 40.25 % as on 31 March 2008. Adrenalin eSystems Limited ("ASL") is
primarily engaged in the business of providing specific solutions relating to Human
Relations suite of software solutions and products. The Company registered 96% growth
in revenue as compared to previous year and earned cash profit in the current year.
International experience suggests that the product companies have longer gestation
period. Further, the promoters of ASL are committed to provide continued support to
its operations and ASL is expected to generate profits in the future. Accordingly, there
is no permanent diminution in the value of its investments in ASL and the share of loss
is also restricted to the extent of equity.

The Company's equity ownership interest in NMS Works Software Private Limited ("NMS")
is 45.85% as on 31 March 2008. NMS is primarily engaged in the business of designing
network management in Telecommunication and Internet Services. Based on the
un-audited financials statements as at 31 March 2008, NMS had accumulated losses
aggregating to Rs. 5.17 Cr. The company is in the recovery path and made profit for the
quarter ended 31st March 2008.  Accordingly, the Company has determined and
recorded a provision of Rs. 3.44 Cr.  for other than temporary diminution in the value of
its equity investment in NMS.

Cash & Cash Equivalents

Cash and cash equivalents as at 31 March 2008 have increased to Rs 155.05 Cr. from
Rs 117.21 Cr. as at 31 March 2007, the increase is mainly on account of improved
collections during the year. Details are given below:
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Table2: Cash and Cash Equivalent

Rs. in Crores

Particulars 31 March 2008 31 March 2007

Cash In Hand 0.07 0.03

Cash in Current Account 24.68 51.52

Foreign Currency Account 42.55 31.31

In Bank Deposits 9.46 10.15

Total 76.76 93.01

Investments in Mutual Funds 78.29 24.20

Grand Total 155.05 117.21

The company's treasury policy calls for investing surpluses with highly rated mutual
funds, banks and financial institutions for short term maturities with a overall cap on
investments in a particular institution.

Loans & Advances

Loans and advances have increased by Rs. 25.92 Cr. and stood at Rs. 244.50 Cr. as at
31 March 2008

Movement in Loans & Advances during the year as compared to previous year balance
is given below

Table 3: Loans and Advances

Particulars Rs. in Crores

Income tax 6.31

Revenues accrued and not billed due to billing cycle 7.80

Advances and Forward cover receivable 4.23

Cenvat / VAT Receivable 5.98

Security Deposits 1.60

Total 25.92

Deferred tax assets / liability

The company recorded deferred tax liability & deferred tax asset aggregating Rs 1.00 Cr.
and Rs. 2.06 Cr. respectively as of 31 March 2008. Deferred tax assets/ liabilities represent
timing differences in the financial and tax books arising out of depreciation on assets,
investment provisions and provision for sundry debtors.

Deferred tax liability towards fixed assets was Rs 5.76 Cr. as on 31 March 2008 as
compared to Rs 4.93 Cr. as on 31 March 2007 - an increase of Rs 0.83 Cr mainly on
account of additions to fixed assets.

Deferred tax assets towards sundry debtors were Rs 4.31 Cr. as on 31 March 2008 as
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compared to Rs 3.89 Cr. as on 31 March 2007 - an increase of Rs 0.42 Cr mainly on
account of provision for doubtful debts made during the year.

Deferred tax assets towards others were Rs. 0.45 Cr. as on 31 March 2008 as compared
to Rs 0.52 Cr. as on 31 March 2007 - a decrease of Rs 0.07 Cr.

Current Liabilities

Total current liabilities have increased by Rs 32.94 Cr., primarily on account of increase
in salary payable, statutory liabilities & provision for expenses.

Provisions

Total provisions have decreased by Rs 1.04 Cr. compared to the previous year. This is
mainly on account of provision for leave benefits accounted as per Accounting Standard
15 (Revised) - Employee Benefits. The Company had accounted for accumulated
compensated absences and encashment of accumulated leave balances upto
September 30, 2007 as short term employee benefits.  Effective from October 1, 2007,
with a view to conform to the guidance of expert advisory committee of ICAI, the
Company has actuarially valued the accumulated compensated absences and
encashment of accumulated leave balances and accounted for the same.

Liquidity and Capital

Funding

The company continues to maintain its trend of utilizing internally generated funds to
meet the operational   growth, normal Capital expenditure requirements, Investments
in Product portfolio and the funding needs of its Group Companies. Based on the present
cash reserves and future operating income, the Company does not foresee any need
for funding from any external agencies or institutions.

Free Cash Flow

FCFF is an important measure to stockholders.  This is the cash that is left over after the
payment of all cash expenses and operating investment required by the firm.

Table 4
Rs. In crores

Particulars 2007-08 2006-07

Cash from operating activities 84.36 54.41

Less: Capital expenditure 38.98 35.63

Free Cash Flow 45.38 18.78

Accounts receivable

Sundry debtors (excluding unbilled debtors) net of provision as at 31st March 2008 are
Rs. 210.45 Cr. as against Rs 180.11 Cr. in the previous year. These balances are
considered good and realizable. The company assesses the need for provisioning for
doubtful debts based on collectability, risk perception, and other general economic
factors on every balance sheet date and necessary provisions, if required are made.

The days of sales outstanding were 61 days at the end of the current year as against 60
days at the previous year end.
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Table 5: Days of Sales Outstanding

2007-08 2006-07

DSO 61 60

A dedicated team focuses on the receivables and consistent improvement is being
shown to bring in more control and reduce the Days of Sales Outstanding (DSO).

Dividends

The company has a track record of delivering dividends to the shareholders in a
consistent way. The table below shows the trend on dividend payouts.

Table 6: Dividend Payout

2007-08 2006-07 2005-06 2004-05 2003-04 2002-03

Dividend % 30 45 25 35 35 35

Dividend Payout % 20 22 58 30 24 31

Off Balance sheet adjustments and contractual obligations.

These have been discussed in detail in the notes to accounts to Consolidated Financial
Statements.

Profit & Loss Statement for the year ended 31st March 2008

During the year under operations, Income earned Rs. 1099.30 Cr as against Rs. 1032.37 Cr
and the Net Profit after Tax generated was Rs. 73.22 Cr as compared to 101.06 Cr in the
previous year, primarily due to the following factors: -

• Revenue registered a growth of 6% only in rupee terms due to unprecedented
rupee appreciation however, in USD terms 19% growth is achieved as compared
to Previous Year.

• Cost for the year has increased by 11.72% as against previous year cost to
support the growth in revenue.

• Reduction in profitability is mainly on account of unprecedented rupee
appreciation (more than 10% of the rupee value).

The various measures, initiated by the company last year coupled with other initiatives
taken during the year as mentioned below is likely to enhance Revenues in the coming
years -

• Initiated value enhancement solutions offering through the use of hybrid model
of services combined with Intellectual property, which will ensure significant
differentiation of Polaris from the more generic IT services company in the
industry

• Repositioned its offering in the market

• Retrained the sales force in the new method of Selling.

• Improved utilization of resources

• Foreign currency risk management
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The above measures are expected to create enough bandwidth for expansion leading
to business transformation. The lead indicators are highly encouraging in terms of
entry into Tier I and Tier II banks across geographies. Though, the revenue growth was
impacted by unprecedented rupee appreciation during the year thereby affecting the
profitability. The company has optimized and rationalized the cost structure and is
geared up for revenue growth in the near future.

Income from software development services and products

Total revenue has increased to Rs. 1043.45 Cr. in the current year from Rs.1000.76 Cr.
in the previous year, resulting in a growth of 4%. Export revenue has increased to
Rs. 962.96 Cr. in the current year from Rs. 910.75 Cr. in the previous year, resulting in
a growth of 6%.

Income from Business Process Outsourcing

The income from Business Process Outsourcing is from the wholly owned subsidiary
namely, Optimus Global Services Limited. The total revenue has increased to Rs. 55.85 Cr.
in the current year from Rs. 31.60 Cr. in the previous year, registering a growth of 77%
and the momentum built up during the year is expected to continue in the coming
years, where this business operation is expected to double the revenue and post
good profits.

Other income

Other income has increased to Rs. 18.11 Cr. in the current year from Rs. 6.24 Cr. in the
previous year, this increase is primarily due to foreign exchange gain of Rs. 14.46 Cr.
made during the year compared to loss of Rs. 0.57 Cr. for the previous year.

Cost Management

The company has robust policy and process covering all areas of Costs. The automated
systems and work flows support the cost review and approval process.

The company has embarked on a productivity efficiency project to improve the
utilization as well as the grade mix.

The company has successfully implemented Cost Monitoring and Management
Initiative (CMMI) and achieved nearness to perfect estimation of cost by projects.

The primary cost drivers of the company are People related costs (Compensation &
Benefits), Sales & Marketing Costs and Corporate Overheads. The company has
introduced a business plan linked Expense Control mechanism.

Software Development Expenses

Software development expenses as a % of revenue increased by 3.98 % compared to
the previous year. The increase is primarily on account of Revenue in Rupee terms
getting impacted by steep Rupee appreciation, increase in headcount on the BPO
segment and salary revision granted during the year.



Polar is  Annual  Report  2007-08
Management Discussion & Analysis

81

Table 7: Software Development Expenses

                             Rs. In crores

Particulars Year ended % Of Year ended % Of
31st Revenue 31st Revenue
March 2008 March 2007

Salaries and bonus

including overseas

staff expenses and

outsourced

consultants cost 624.88 56.84 535.84 51.90

Staff welfare 27.43 2.50 26.25 2.54

Contribution to

provident and other funds 14.66 1.33 16.09 1.56

Travel Project 56.52 5.14 56.56 5.48

Consumables

and computer maintenance 0.51 0.05 0.80 0.08

Communication expenses 16.44 1.50 18.73 1.81

License & Royalty 4.21 0.38 4.02 0.39

Total 744.65 67.74 658.29 63.76

Revenue 1099.30 100.00 1032.37 100.00

Selling, General and Administration

Overall SGA expenses had a marginal increase of 11.10%. Selling expense primarily
consist of Salaries, Travel, Advertising, and Business promotion. General
Administrative Expense primarily consists of Salaries and related costs for
administrative, executive, finance and Human Resource function.  The increase in
staff cost is mainly due to Headcount increase in geographies to cater to account
management and increase in business promotion is due to settlement made in Data
Inc legal case.
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Table 8: Selling, Administration & other General Expenses
             Rs. In Crores

Particulars Year ended % Of Year ended % Of

31st Revenue 31st Revenue

March 2008 March 2007

Salaries and

bonus including

overseas staff expenses 122.23   11.12 103.33 10.01

Contribution to

provident and other funds 2.77     0.25 2.04 0.20

Professional & Legal charges 13.17     1.20 20.22 1.96

Local traveling and conveyance 16.36     1.49 15.27 1.48

Rent 24.67     2.24 21.27 2.06

Business promotion 11.88     1.08 8.13 0.79

Power and fuel 15.17     1.38 12.81 1.24

Printing and stationery 1.72     0.16 1.94 0.19

Office maintenance 4.61     0.42 3.68 0.35

Provision for doubtful debts 3.51     0.32 2.09 0.20

Insurance charges 2.16     0.20 3.82 0.37

Advertisements 0.18     0.02 1.00 0.10

Rates and taxes 0.50     0.04 1.59 0.15

Repairs  - Building 1.88     0.17 1.23 0.12

Repairs  - Plant and machinery 8.23     0.75 7.90 0.76

Repairs  - Others 3.24     0.29 2.64 0.25

Directors' sitting fees 0.09     0.01 0.06 0.01

Donations 0.23     0.02 0.20 0.02

Pre-operative and deferred

revenue expenses written off * -         - 0.75 0.07

Miscellaneous expenses 3.85     0.35 2.85 0.28

Total 236.45 21.51 212.82 20.61

Revenue 1099.30 100 1032.37 100

* Includes Preliminary expenses written off.
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Multi Dimensional Cost Analysis

The table below represents the individual cost as a % to total cost.

Table 9: Cost Matrix

Particulars                   % Of total cost

2007-08 2006-07

Staff Related Cost 77.04 74.29

Travel 7.09 7.81

Communication 1.60 2.04

Professional/Legal 1.28 2.20

Rent 2.40 2.31

Power & Fuel 1.47 1.39

Business Promotion 1.16 0.88

Repairs & Maintenance 1.30 1.28

Depreciation 4.48 5.23

Finance Charges 0.08 0.09

Other Expenses 2.10 2.48

Total 100.00 100.00

Depreciation & Amortization

Depreciation on fixed assets is provided using the straight-line method based on rates
specified in Schedule XIV of the Companies Act, 1956 or on estimated useful lives of
assets, whichever is higher. Individual assets costing less than Rs 5,000/- are
depreciated at the rate of 100 %.

Table 10: Asset Category wise Depreciation Rates & Estimated Useful Life

Asset Category Estimated Rate of

useful life (years) depreciation

Buildings 29-55 3.33%

Leasehold improvements 10 10%

Plant & Machinery 6-7 15%

Computer equipment and software 3-10 33.33%

Servers and computer accessories 5-10 20%

Electrical fittings, office

equipments and furniture and fixtures. 5-10 10%

Vehicles 6 16.67%
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Polaris has always believed in developing its own intellectual property (IP) and over
the years has invested significant amount of resources in this development. All costs
incurred towards development of these products were being capitalized from the
technical viability stage till the product reached commercial viability. Since these
products have gained acceptability with our customers, with effect from 1st Jan 2005,
the capitalization of the expenses was discontinued. On the basis of an estimated
useful life (calculated on the basis of Product Life Cycle, Technology obsolescence and
competitor response) of the product, the capitalized expenses on products is being
amortized over 60 months period (5 years).

Income Taxes

Income tax for the year is Rs. 16.11 Crores comprises the following:-

Table 11:

Rs. in Crores

Particulars March 31,  2008 March 31, 2007

Income tax on Operations 14.55 14.44

Deferred Tax Asset/Liability (1.35) 2.92

Fringe Benefit Tax: 2.91 2.55

Income tax liability was remain the same compared to last year, mainly on account of
taxability of its legal entities located at various countries. New transfer pricing policy
is implemented during the year for effecting tax optimisation measures.

Increase in Deferred tax was primarily due to additions to Fixed assets and
reassessment of certain provisions for doubtful debts in line with 10A provisions.

Increase in FBT was primarily due to bringing ASOP under the FBT tax net during the
year.

Capital Markets:

The Capital Market Information relating to the Company's shares such as stock
exchanges in which they are listed/traded, trading volume, stock price movements
etc., has been provided in the Report on Corporate Governance (under the heading
"General Shareholder Information") which forms part of the Annual Report 2007-08.

Subsidiary Companies

Indian Subsidiaries

Optimus Global Services Limited

Optimus Global Services Limited, incorporated in September 2002. During the year the
subsidiary recorded a revenue growth of 77% over the previous year. The company has
posted a profit during the year and has set itself firmly on the profit earning track.

Duing the year, the company added 3 new clients, expanded its infrastructure facility
by 35,000 sq.ft, grew headcount by 1,400 and got certified for ISO 9001.
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The Company continues to get it's major share of Business from Domestic BPO services
market.  Domestic BPO services market promises to grow significantly in the coming
years and is expected to touch 80,000 Crores by 2012. The momentum built up this year
is expected to continue in the coming year, where the Company expects to grow the
Business by 80% and continue to improve profits. The growth will be contributed to by
a big ramp up in the Domestic operations as well as significant scaling up of the
International operations.

Polaris Retail Infotech Limited (PRIL)

Polaris Retail Infotech Limited (PRIL), incorporated in November 1998, to focus on fast
growing retail segment. PRIL is positioned as a reliable and financially strong company
offering end-to-end software solutions for retailers. Customer list includes well known
retailers in different sub-vertical, from supermarket to apparel/footwear chain, from
home furnishing to furniture and from agri retail to saree retail chain.

During the year, the company has achieved the revenue growth of 15% over last year
and  earned profits consecutively for the last two years. This clearly signals that the
company is on the growth path. This could be possible due to the company's successful
acquiring of new corporate customers apart from expanding the business with the
existing customers. The company is expecting growth opportunities in SAP retail and
consulting space by establishing critical mass and also by the positioning the existing
retail products by domestic distribution model. The company is discussing with large
corporate for acquiring big deals and the discussions are in the advanced stage and is
expecting good growth from this segment in the ensuing financial years.

Overseas Subsidiaries

Polaris Software Lab Pte Ltd, Singapore

Polaris Software Lab Pte Ltd, incorporated in February 1997 in Singapore to tap the
huge potential of Singapore and other ASEAN markets. The present share capital is SGD
385,000. During the year the subsidiary recorded a revenue of Rs. 82.77 crores with a
net profit of Rs 6.44 crores.

Polaris Software Lab Ltd, UK

This subsidiary got incorporated in June 1998 with its headquarters in London to address
the UK market. Current paid up share capital is GBP 889,000. the performance of the
subsidiary has shown quantum jump, since its incorporation and the client list includes
Citi and other high street banks. During the year, the subsidiary recorded revenue of Rs
162.50 crores with net profit of Rs 8.82 crores.

Polaris Software Lab Ltd, Japan KK

The subsidiary was incorporated in September 2001 with initial share capital of JPY 10
million. The present share capital is JPY 20 million. During the year, the subsidiary
recorded revenue of Rs 33.50 crores with net profit of Rs 1.76 crores.
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Polaris Software Lab Pty Ltd, Australia

The subsidiary was incorporated in November 2000 with share capital of AUD 25,000.
During the year, the revenue recorded by the subsidiary was Rs 34.86 crores with net
profit of Rs 2.18 crores.

Polaris Software Lab Ireland Ltd

The subsidiary was incorporated in February 2001 and the present share capital is EUR
176,186. During the year, the revenue of the subsidiary was Rs 7.32 crores with net
profit of Rs 1.79 crores.

Polaris Software Lab SA, Switzerland

The subsidiary was incorporated in August 2000 and the present share capital is CHF
350,000. During the year, the revenue of the subsidiary was Rs 9.18 crores with net
profit of Rs 0.42 crores.

Polaris Software Lab GmbH, Germany

The subsidiary was incorporated in June 2000 and the present share capital is EUR
600,000. During the year, the revenue of the subsidiary was Rs 17.75 crores with net
profit of Rs 0.86 crores.

Polaris Software Lab Canada Inc

Polaris Software Lab Canada Inc. Incorporated in June 2004 to provide near shore
support to the vast US market. Present share capital of Polaris Canada is CAD 490,810.
For Polaris Canada, being in the investment phase, has been targeting BSFI and testing
services, is expected to reap its results on efforts in the forthcoming years. During the
year, the revenue of the subsidiary was Rs 14.34 crores with net loss of Rs 0.84 crores.

Polaris Software Lab Chile Limitada

Polaris Chile has been incorporated in August 2006, to cater the needs of potential
Latin American region. Present capital is 5,837,807 Chilean Peso. During the year the
revenue was Rs 6.08 crores with a profit of Rs 0.51 crores.

Polaris Software Lab B.V, Netherlands

Polaris Netherlands has been incorporated in May 2007. Present capital is EUR 20,000.
During the year the revenue was Rs 0.89 crores with a loss of Rs 0.19 crores.

9. Human Resource Development

The talent build program at Polaris was further strengthened last year. Learning Process
enhancements by the Corporate University 'Nalanda' helped in making the organization
reach a near 6 training days per associate, with programs spanning from Technology to
Management to Behavioral and Leadership skills. Learning Architecture introduced
'Unmukt' as a concept to experience and learn the boundryless world with feeling of joy
and without fear. During last year, Nalanda was awarded the 'Champion of Learning'
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certificate from the prestigious American Society of Training and Development (ASTD)
for successful implementation of the Employee Learning Week.

Total headcount at Polaris at end FY08 is as below:

Q1 FY08 Q2 FY08 Q3 FY08 Q4 FY08

Manpower (end of period) 8820 9441 10155 10093

Software Professionals 90.14% 90.10% 90.30% 89.91%

Support 9.86% 9.90% 9.70% 10.09%

Attrition Rate 15.74% 15.29% 16.19% 16.05%
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Auditors' Report
The Board of Directors of Polaris Software Lab Limited

1. We have audited the attached consolidated balance sheet of Polaris Software Lab
Limited, its subsidiaries and associates (together referred to as 'the Group' as
described in Note 1 of Schedule 17 to the financial statements) as at 31st March
2008, and also the consolidated profit and loss account and the consolidated cash
flow statement for the year ended on that date annexed thereto. These financial
statements are the responsibility of the Group's management and have been
prepared by the management on the basis of separate financial statements and
other financial information regarding components. Our responsibility is to express
an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with the auditing standards generally
accepted in India. Those Standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

3. The financial statements of NMS Works Software Limited, AIG Systems Solutions Private
Limited and Adrenalin eSystems Limited are yet to be audited and therefore unaudited
financial statements for the year ended March 31, 2008 have been furnished to us by
the management of the Group. The attached consolidated financial statements
include share of Rs 16.75 lacs in the loss (net) of the aforementioned associates for the
year then ended.

4. We did not audit the financial statements of subsidiaries, whose financial
statements reflect total assets of Rs. 24,614.64 lacs as at March 31, 2008, the total
revenue of Rs. 41,739.94 lacs and cash inflow (net) amounting to Rs. 879.17 lacs for
the year then ended. These financial statements and other financial information
have been audited by other auditors whose reports have been furnished to us, and
our opinion is based solely on such report of other auditors.

5. We report that the consolidated financial statements have been prepared by the
Group's management in accordance with the requirements of Accounting Standards
(AS) 21, Consolidated Financial Statements and Accounting Standards (AS) 23 and
Accounting for Investments in Associates in Consolidated Financial Statements,
prescribed by the Companies (Accounting Standards) Rules, 2006.

6. Based on our audit and on consideration of reports of other auditors on separate financial
statements and on the other financial information of the components, and to the best
of our information and according to the explanations given to us, subject to our comments
in paragraph 3 for the effect of adjustments if any, that may arise, had the financial
statements of  NMS Works Software Limited, AIG Systems Solutions Private Limited and
Adrenalin eSystems Limited been audited, we are of the opinion that the attached
consolidated financial statements give a true and fair view in conformity with the
accounting principles generally accepted in India.

(a) in the case of the consolidated balance sheet, of the state of affairs of the Group
as at March 31, 2008;

(b) in the case of the consolidated profit and loss account, of the profit of the Group
for the year ended on that date; and

(c) in the case of the consolidated cash flow statement, of the cash flows of the
Group for the year ended on that date.

For S. R. BATLIBOI & ASSOCIATES
Chartered Accountants

per S Balasubrahmanyam
Partner
Membership No: 053315
Chennai
April 23, 2008
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POLARIS SOFTWARE LAB LIMITED - GROUP

Consolidated Balance Sheet as at
               Schedule     March 31, 2008      March 31, 2007

SOURCES OF FUNDS
SHAREHOLDERS’ FUNDS
Share Capital 1              4,933.73  4,929.11
Share application money pending allotment  0.02  -
Reserves and Surplus 2  60,815.11  55,225.22

 65,748.86  60,154.33
LOAN FUNDS
Secured Loans 3  82.58  128.70

DEFERRED TAX LIABILITY 11A  99.83  51.17
 65,931.27  60,334.20

APPLICATION OF FUNDS
FIXED ASSETS 4
Cost  46,671.60  41,311.73
Less: Accumulated Depreciation and Amortisation  25,833.24  21,862.95
Net Book Value  20,838.36  19,448.78
Capital work in progress  495.58  2,859.23

              21,333.94  22,308.01

INVESTMENTS 5                9,696.60  4,119.80

DEFERRED TAX ASSET 11B                  206.14  22.97

CURRENT ASSETS, LOANS AND ADVANCES
Sundry Debtors 6  21,044.82  18,011.48
Cash and Bank balances 7  7,676.00  9,300.83
Loans and Advances 8               24,450.30  21,857.94

   53,171.12  49,170.25
CURRENT LIABILITIES AND PROVISIONS
Current Liabilities 9  14,005.07  10,711.25
Provisions 10  4,471.46  4,575.58

              18,476.53  15,286.83
NET CURRENT ASSETS               34,694.59  33,883.42

MISCELLANEOUS EXPENDITURE 12 - -
(to the extent not written off or adjusted)

 65,931.27  60,334.20
Significant accounting policies and notes to accounts 17

The Schedules referred to above  and the notes thereon form an integral part of these
financial statements.

As per our report of even date.

( Rs in lacs )

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director



Polar is  Annual  Report  200 7-08
Polaris Software Lab Limited

9 3

POLARIS SOFTWARE LAB LIMITED - GROUP
Consolidated Profit and Loss Account for the Year ended

                                                                           Schedule     March 31, 2008    March 31, 2007

INCOME
Software development services and products
     - Overseas  96,295.58  91,075.49
      - Domestic                  8,049.49  9,000.99
Income from Business Process Outsourcing ( BPO)
     - Overseas  217.55  549.98
      - Domestic                     5,367.43  2,610.50
Other income, net 13  1,811.01  623.78

              111,741.06  103,860.74
EXPENDITURE
Software development and BPO expenses 14                74,465.26  65,827.61
Selling, Administrative and other General expenses 15                23,645.42  21,281.84

               98,110.68  87,109.45
Operating profit before interest, depreciation
and amortisation                  13,630.38  16,751.29
Finance charges 16                       78.61  83.93
Depreciation and  Amortisation 4                  4,602.48  4,811.40

                4,681.09  4,895.33
Profit before taxation                   8,949.29  11,855.96
Income taxes  - Current tax  1,454.87  1,443.94
                          - Deferred tax                     (134.51)  292.03
                          - Fringe Benefit Tax                    290.68  255.06
Profit after taxation                   7,338.25  9,864.93
Share of Profit /(Loss) of Associate Companies  (16.75)  241.56
(Refer note A1(d) of schedule 17 )
Net Profit for the Year  7,321.50  10,106.49
Profit brought forward from previous year  22,493.89  15,711.78
Amount available for appropriation               29,815.39  25,818.27
Appropriations
Dividend                  1,480.11  2,217.63
Tax on Dividend 251.48  310.87
Amount transferred to General Reserve                     526.33  795.88
Balance carried to Balance Sheet                27,557.47  22,493.89

               29,815.39  25,818.27
Earnings per share [Refer note B 6 of schedule 17]
(equity shares par value Rs 5 each)
Basic                         7.42  10.28
Diluted                         7.40  10.17
Number of shares used in computing earnings per share
Basic           98,639,382  98,290,764
Diluted              98,938,304  99,337,463
Significant accounting policies and notes to accounts 17

The Schedules referred to above and the notes thereon form an integral part of these financial statements.

As per our report of even date.

(Rs in lacs except per share data)

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director
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POLARIS SOFTWARE LAB LIMITED - GROUP
Consolidated Statement of cash flow for the year ended

           March 31, 2008       March 31, 2007

Cash flows from operating activities
Profit before taxation, including share of
profit / (loss) on associate companies 8,932.54 12,097.52
 Interest and dividend income (439.85) (306.20)
Exchange differences on foreign exchange translation * (478.48) 334.70
Depreciation / amortisation 4,602.48 4,811.40
Provision for doubtful debts, net 35.55 (11.70)
( Profit) / Loss on sale of fixed assets 132.61 11.58
( Profit) / Loss on sale of Investments 32.34 (1.02)
Lease finance charges 9.67  23.54
Share of (profit) / loss on associate companies 16.75  (241.56)
Miscellaneous expenditure written off - 75.42
Changes in current assets and liabilities
Decrease / (Increase) in sundry debtors (2,728.29) (4,532.39)
Decrease/ (Increase)  in loans and advances (1,996.90) (6,943.04)
Increase/(Decrease) in current liabilities and provisions 2,768.87 2,349.42
Taxes paid (2,451.51) (2,226.96)
Net cash flows from operating activities 8,435.78 5,440.71
Cash flows from financing activities
Proceeds from share capital issued on
exercise of stock options 4.64 10.65
Proceeds from share premium on exercise of stock options 72.18 338.14
Proceeds / (Repayment) of secured loans (46.12) (208.22)
Lease finance charges (9.67) (23.54)
Dividends paid during the year (1,236.01) (2,198.23)
Dividend tax paid during the year - (483.08)
Net cash flows from financing  activities (1,214.98) (2,564.28)
Cash flows from investing activities
Proceeds from sale of fixed assets 131.72 176.87
Purchase of fixed assets and changes
in capital work in progress (3,897.74) (3,563.47)
Investment in associate companies (185.00) (167.00)
Net (increase) / decrease in non-trade investments (5,440.89)  (400.61)
Interest and dividend received 439.85  306.20
Net cash flows from investing activities (8,952.06)  (3,648.01)
Effect of exchange differences on foreign exchange
translation of cash and cash equivalents 106.43 (79.07)
Total increase / (decrease) in cash and
equivalents during the year (1,624.83) (850.65)
Cash and cash equivalents at the beginning of the year 9,300.83 10,151.48
Cash and cash equivalents at the end of the year
(Refer Schedule 7) 7,676.00 9,300.83

(Rs in lacs)

* Exchange differences on foreign exchange restatement include Rs.72.20 (March 31, 2007:
Rs. 109.79) on account of translation adjustments relating to non-integral operations.

For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants
per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director

As per our report of even date.
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POLARIS SOFTWARE LAB LIMITED - GROUP
Schedules to the Consolidated Balance Sheet as at

                                  March 31, 2008      March 31, 2007

1 SHARE CAPITAL

Authorised

120,000,000 equity shares of Rs 5 each.  6,000.00  6,000.00

(March 31, 2007: 120,000,000 equity shares of Rs 5 each)

10,000,000 11 % preference shares of Rs 5 each.  500.00  500.00

(March 31, 2007: 10,000,000 11%
preference shares of Rs 5 each)

6,500.00 6,500.00

Issued, Subscribed and Paid up

98,674,597 equity shares of Rs 5 each 4,933.73 4,929.11

(March 31, 2007: 98,582,127 equity shares of
Rs 5 each ) fully paid up (Refer note B4 of schedule 17) 4,933.73 4,929.11

Of the above :
(i) 17,062,550 equity shares of Rs 5 each (March 31, 2007:
17,062,550 equity shares of Rs 5 each) were issued as
bonus shares by capitalisation of  securities premium
account  during the year 2001-02.

(ii) 45,850,549 equity shares of Rs 5 each (March 31, 2007 :
45,850,549 equity shares of Rs 5 each) were issued pursuant
to a scheme of amalgamation of Orbitech Solutions Limited
with the Company during the year 2002-03.

2 RESERVES AND SURPLUS

General Reserve - As per last balance sheet 14,323.35 15,287.11

Add : Transferred from Profit and Loss Account  526.33 795.88

Less : Adjustment for Employee benefits as per AS 15 - (1,759.64)
(Refer note B9 of schedule 17 )

 14,849.68 14,323.35

Foreign currency translation reserve -
As per last balance sheet (18.66) 91.13

Add : Adjustment for the year (72.20) (109.79)

(90.86) (18.66)

Securities Premium Account   -
As per last balance sheet 18,426.64 18,088.50

Add: Premium received on issue of
shares under ASOP plans to employees 72.18 338.14

18,498.82 18,426.64

Profit and Loss Account balance 27,557.47 22,493.89
60,815.11 55,225.22

3 SECURED LOANS

Finance Lease Obligation 82.58 128.70
(Secured against cars taken on
finance lease by the Company)

82.58  128.70

(Rs in lacs)
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(Rs in lacs)
POLARIS SOFTWARE LAB LIMITED - GROUP
Schedules to the Consolidated Balance Sheet as at

 March 31, 2008  March 31, 2007

5. INVESTMENTS
LONG TERM INVESTMENT  (AT COST) TRADE  (UNQUOTED)

Software Sidoun GmbH Germany                    527.61 527.61
A company incorporated in Germany
Common stock of Euros 1,175,990 fully paid up
(March 31,2007: Common stock of Euros 1,175,990)
Less: Diminution in value of investments    (527.61)    (527.61)

- -
Eternet Inc. 116.25 116.25
A company incorporated in USA
1,250,000 shares of USD 0.2 each fully paid up
(March 31,2007 : 1,250,000 shares of USD 0.2 each)
Less: Diminution in value of investments                  (116.25) (116.25)

- -
NMS Works Software Private Limited                    415.00 300.00
A company incorporated in India
725,756 equity shares of Rs.10 each fully paid up
(March 31, 2007: 500,000 equity shares of Rs.10
each fully paid up)
Less: Share of Profit / (Loss) of Associate Company  (343.88)  (241.28)

71.12 58.72
224,524 12% Optionally  Convertible Cumulative 152.50 152.50
Preference Shares of Rs. 10 each fully paid up
(March 31,2007 : 224,524 12 % Optionally
Convertible Cumulative Preference shares of
Rs 10 each fully paid up) (Refer note B 8 (a) of schedule 17)

Adrenalin eSystems Limited  733.88  733.88
A Company incorporated in India
12,078,080 equity shares of Rs 5 each fully paid up
(March 31, 2007: 12,078,080 equity shares of
Rs 5 each fully paid up)
1,000,000 equity shares of Rs 5 each fully paid up  100.00  90.00
(March 31, 2007: 1,000,000 equity shares of
Rs 5 each partly Rs 4.5 paid up)
Less: Share of Profit / (Loss) of Associate Company  (792.27)  (755.28)

41.61  68.60
15,200,000 7% cumulative preference shares of
Rs 5 each fully paid up  760.00  700.00
(March 31, 2007: 14,000,000 7% cumulative
preference shares of Rs 5/- each fully paid up)
(Refer note B 8 (a) & (b) of schedule 17)

AIG Systems Solutions Private Limited  326.70  326.70
A company incorporated in India
462,100 equity shares of Rs 10 each fully paid up
(March 31, 2007: 462,100 equity shares of
Rs 10 each fully paid up)
Add : Share of Profit/(Loss) of Associate Company  515.87  393.03

842.57  719.73

                                                                                                        ( A )  1,867.80  1,699.55
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Schedules to the Consolidated Balance Sheet as at

       March 31, 2008      March 31, 2007

 5. INVESTMENTS (Contd.)
CURRENT INVESTMENTS NON TRADE (QUOTED)
- Lower of costs and market value
Mutual Funds
HDFC Floating Rate Income Fund - Short Term Plan
- Dividend Reinvest  17.80  16.70
1,777,815.531 units (March 31, 2007:
166,790.087 units) Face value: Rs 10 per unit

DWS Money Plus Fund - Inst Plan - Daily Dividend  932.98  204.86
9,322,177.298 units (March 31, 2007: 2,046,
948.252 units) Face value: Rs 10 per unit

OLPIDD  HSBC Liquid Plus -Institutional  Plus-  315.83 295.49
Daily Dividend 3,157,856.551 units  (March 31, 2007:
2,954,713.224 units) Face value: Rs 10 per unit

Prudential ICICI FMP Series 35 - 3 Months Plan 312.53  300.00
C - Retail - Div. 2,819,686.699 units (March 31, 2007 -
3,000,000 units ) Face value: Rs 10 per unit

Reliance Short Term Fund - Retail Plan - Div Plan  419.73  -
3,976,467.441 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

TFLD TATA Floater Fund - Daily Dividend  592.11  -
5,900,056.031 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

Templeton India Short Term Income Plan
Weekly Div - Div Reinvest  412.34  -
38,137.369 units (March 31, 2007: Nil units)
Face value: Rs 1,000 per unit

ING Liquid Plus Fund - Institutional Daily Dividend  308.10  -
3,079,976.312 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

ICICI Prudential Institutional Short Term - Monthly  304.73  -
Dividend 2,739,573.372 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

Kotak Flexi Debt Fund - Daily Dividend  511.30  -
5,097,116.198 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

BSL Interval Income Fund - INSTL - Quarterly - Series 2 205.11  -
- Div 2,051,071.276 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

AIG India Treasury Plus Fund Institutional Daily Dividend 306.57  -
3,062,366.245 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

Lotus India Short Term Plan - Instl. Weekly Dividend  708.34  -
6,990,322.177 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

(Rs in lacs)
POLARIS SOFTWARE LAB LIMITED - GROUP
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5. INVESTMENTS (Contd.)
Tata FIP Fund - Series A1 - IP - Monthly Dividend  303.05  -
3,028,957.313 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

ING Short Term Income Fund - Dividend  301.32  -
2,626,303.866 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

HDFC Quarterly Interval Fund - Plan B - WP - Dividend  300.00  -
2,991,712.956 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

HDFC Quarterly Interval Fund - Plan C - WP - Dividend  500.00  -
4,996,802.047 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

Reliance Liquid Plus IP - Daily Dividend Reinvestment  1.32  -
131.600 units (March 31, 2007: Nil units)
Face value: Rs 1,000 per unit

Birla Short Term Fund - Fortnightly Dividend - 402.38  -
Reinvestment 4,000,751.807 units (March 31,
2007: Nil units) Face value: Rs 10 per unit

Templeton India Ultra Short Bond Fund - Super 502.49  -
IP - Dividend 5,015,463.907 units (March 31, 2007:
Nil units) Face value: Rs 10 per unit

Sundaram BNP Paribas Select Focus - Dividend  170.77  -
1,466,082.188 units (March 31, 2007: Nil units)
Face value: Rs 10 per unit

Birla FMP -Quarterly series 2 -Mar 07 Dividend  -  100.00
Nil units ( March 31, 2007 : 997,277.432 units )
Face value: Rs 10 per unit

Kotak FMP 3M Series X - Dividend  -  302.93
Nil units (March 31, 2007 : 3,029,234.506 units)
Face value: Rs 10 per unit

Templeton Fixed Horizon fund 3 Month plan - Inst-div payout  -  400.00
Nil units (March 31, 2007 : 3,000,000 units)
Face value: Rs 10 per unit

DWS Fixed Term Fund series 28 Dividend option  -  300.00
Nil units (March 31, 2007 - 3,000,000 units )
Face value: Rs 10 per unit

Sundaram BNP Paribas Fixed Term Plan series  -  200.00
XXV (90 Day) div plan Nil units (March 31, 2007 -
2,000,000 units ) Face value: Rs 10 per unit

Birla FTP- Quarterly Series 4 - Dividend Payout  -  300.27
Nil units (March 31, 2007 - 3,002,119.647 units)
Face value: Rs 10 per unit
                                                                                                     ( B )  7,828.80  2,420.25
                                                                                               (A + B )  9,696.60  4,119.80

[Aggregate market value of quoted investments
March 31, 2008: Rs.7,844.34 (March 31, 2007: Rs 2,425.39)]

Schedules to the Consolidated Balance Sheet as at

       March 31, 2008      March 31, 2007
(Rs in lacs)

POLARIS SOFTWARE LAB LIMITED - GROUP



100

Schedules to the Consolidated Balance Sheet as at

      March 31, 2008      March 31, 2007

6 SUNDRY DEBTORS
(Unsecured)
Debts outstanding for a period exceeding six months
 - considered good  1,674.77  1,596.75
 - considered doubtful  2,722.08  2,700.82
Other debts
 - considered good  19,370.05  16,414.73
 - considered doubtful  14.29  -

 23,781.19  20,712.30
Less: Provision for doubtful debts  2,736.37  2,700.82

 21,044.82  18,011.48
7 CASH AND BANK BALANCES

Cash on hand  7.14  2.80
Balances with scheduled banks
    - in current accounts  2,468.08  5,152.33
    - in deposit accounts  655.48  741.87
Balances with non-scheduled banks in current accounts
 - Bank of America, New Jersey, USA  494.88  375.41
 - Barclays Bank, UK  1,147.12  503.42
 - Indian Bank, Singapore  -  0.49
 - Citi Bank, Singapore  510.79  644.51
 - ANZ Bank, Australia  578.49  590.78
 - Dresdner Bank, Germany  33.10  130.00
 - Ulster Bank, Ireland  469.06  221.35
 - UBS Bank, Switzerland  102.06  -
 - Bank of Tokyo Mitsubishi, Japan  18.65  31.87
 - Citi Bank, Japan  285.89  246.51
 - Chase Bank, New Jersey, USA  256.76  231.36
 - ICICI Bank, Canada  56.33  29.95
 - Chile Peso, Chile  86.86  124.62
 - Citi Bank, Australia  152.20  -
 - Citi Bank, Dubai  20.20  -
 - TD Can Trust, Canada  15.67  -
 - ABN AMRO, Netherlands  26.56  -
 - Citi Bank, France  0.24 -
Balances with non-scheduled banks in deposit accounts
 - Bank of America, New Jersey, USA  150.96  167.01
 - Citi Bank , Bahrain  139.48  106.55

 7,676.00  9,300.83
8 LOANS AND ADVANCES

(Unsecured, considered good)
Advances recoverable in cash or in kind or for
value to be received  2,708.94  1,900.62
Advances and Loans to associates  44.72  45.00
Advance income tax  (net of provision for tax)  2,058.35  1,427.14
Loans to employees  387.28  369.19
Loans to employees welfare trust  559.87  589.59
Forward cover receivable, net  -  351.81
Salary advance  306.61  327.36
Balance with government authorities  1,212.72  615.14
Revenues accrued and not billed  15,128.61  14,348.46
Rent, maintenance and security deposits  2,043.20  1,883.63

 24,450.30  21,857.94

(Rs in lacs)
POLARIS SOFTWARE LAB LIMITED - GROUP
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Schedules to the Consolidated Balance Sheet as at

        March 31, 2008      March 31, 2007

9 CURRENT LIABILITIES
Sundry  creditors  13,492.91  10,386.12
Unclaimed dividends  36.51  39.06
Advances received from customers  4.51  8.61
Billings in excess of revenues  471.14  277.46

 14,005.07  10,711.25

10 PROVISIONS
Provision for gratuity  967.13  684.37
Provision for leave benefits
(Refer note B12 to schedule 17)  1,462.05  2,272.31
Provision for taxation (net of Advance
income tax and tax deducted at source )  310.69  385.44
Proposed dividend  1,480.11  1,233.46
Provision for tax on proposed dividend  251.48  -

 4,471.46  4,575.58

11A DEFERRED TAX LIABILITY
Deferred Tax Liability
Fixed assets  575.81  492.77
Deferred Tax Asset
Provision for doubtful debts  (430.99)  (389.11)
Others  (44.99)  (52.49)

 99.83  51.17

11B DEFERRED TAX ASSET
Fixed assets  -  22.97
Others  206.14  -

 206.14  22.97

12 MISCELLANEOUS EXPENDITURE
(to the extent not written off or adjusted)

Preliminary expenses - Opening balance  -  2.45
Less: Written off during the year  -  2.45
Balance Carried  -  -

Pre-Operative Expenditure - Opening balance  -  72.97
Less: Written off during the year  -  72.97
Balance Carried -  -

(Rs in lacs)
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Schedules to the Consolidated Profit and Loss Account for the year ended

            March 31, 2008  March 31, 2007

13 OTHER INCOME
Interest received on deposits with banks and others 197.72 163.64
Profit on sale of investments, net (32.34) 1.02
Dividends received on investment in mutual funds
(Non trade - quoted) 242.13 142.56
Profit / (loss) on sale of assets, net (132.61) (11.58)
Miscellaneous income 90.41 384.84
Foreign exchange gain / (loss), net 1,445.70 (56.70)

1,811.01 623.78
14 SOFTWARE DEVELOPMENT AND BPO EXPENSES

Salaries and bonus including overseas staff
expenses and outsourced consultants cost * 62,488.12 53,583.70
Staff welfare 2,742.86 2,624.55
Contribution to provident and other funds * 1,061.66 1,209.68
Gratuity 404.87 399.16
Travel Project 5,651.93 5,655.80
Consumables and computer maintenance 51.31 80.22
Communication expenses 1,643.76 1,872.87
License & Royalty 420.75 401.63

74,465.26 65,827.61

15 SELLING, ADMINISTRATION AND OTHER GENERAL EXPENSES
Salaries and bonus including overseas
staff expenses  * 12,222.68 10,332.43
Contribution to provident and other funds * 277.23 204.18
Professional and Legal charges 1,270.90 1,981.86
Traveling and conveyance 1,636.25 1,527.21
Rent 2,466.65 2,126.90
Business promotion 1,188.14 813.15
Power and fuel 1,516.86 1,280.53
Printing and stationery 171.95 194.24
Office maintenance 461.34 368.01
Provision for doubtful debts 351.36 209.32
Insurance charges 215.86 381.97
Advertisements 17.99 99.91
Bad debts written off 315.81  77.06
Less: out of provision for earlier years           (315.81)  - (77.06)  -
Rates and taxes 50.23 158.62
Auditors' remuneration 46.21 40.48
Repairs  -  Building 188.16 122.43
Repairs  -  Plant and machinery 822.58 790.28
Repairs  -  Others 324.18 264.37
Directors' sitting fees 9.15 5.90
Donations 22.96 19.83
Pre-operative and deferred revenue expenses written off  - 75.42
Miscellaneous expenses 384.74 284.80

23,645.42 21,281.84
 *  Also refer Note B 10 to Schedule 17.

16 FINANCE CHARGES
 Lease finance charges 9.67 23.54
 Bank charges and others 68.94 60.39

78.61 83.93

(Rs in lacs)
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17  SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS (Contd.)

1. Description of the Group

Polaris Software Lab Limited ("Polaris" or "the Company") is the flagship Company
of the Group and is listed on the principal stock exchanges of India.

Polaris, its subsidiaries and associates (collectively "the Polaris Group") are
primarily engaged in the business of IT services and IT-enabled services delivering
customized software solutions and products in the domain of contemporary
services which include banking and financial services.

The list of subsidiaries with percentage holding is given below.

Subsidiaries Country of Proportion of

incorporation ownership

interest

Polaris Software Lab Ltd United Kingdom 100%
Polaris Software Pty  Ltd Australia 100%
Polaris Software Lab SA Switzerland 100%
Polaris Software Lab GmbH Germany 100%
Polaris Software Lab Pte Limited Singapore 100%
Polaris Software Lab Japan KK Japan 100%
Polaris Software Lab Ireland Ltd Ireland 100%
Polaris Software Lab Canada Inc Canada 100%
Polaris Retail Infotech Limited India 100%
Polaris Software Lab Limitada* Chile 100%
Polaris Software Lab B.V* Netherlands 100%
Optimus Global Services Limited India 100%
(formerly Optimus Outsourcing Company Limited)

* a subsidiary of Polaris Software Lab Ltd., United Kingdom.

The list of associates with percentage holding of Polaris is given below.

Associates % of Original cost Goodwill Accumulated Carrying

share of investment / (capital profit / (loss) amount of

held   reserve) for year investments
ended as on March

March 31, 31, 2008
2008

Rs. Rs. Rs. Rs.
NMS Works
Software Private
Limited 45.85% 415.00 - (343.88) 71.12
Adrenalin eSystems
Limited 40.25% 833.88 41.61 (792.27) 41.61
AIG Systems
Solutions Private
Limited 20.00% 326.70 - 515.87 842.57
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17  SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS (Contd.)

A.  SIGNIFICANT ACCOUNTING POLICIES

1. Basis of preparation

(a) The consolidated financial statements of the Polaris Group are prepared under
the historical cost convention on the accrual basis in accordance with Generally
Accepted Accounting Principles (GAAP) in India, and materially complies with the
notified accounting standard by Companies Accounting Standards Rules, 2006
and the relevant provisions of the Companies Act, 1956, (the Act). The accounting
policies have been consistently applied by the Company and except for the
changes in accounting policy discussed more fully below, are consistent with
those used in the previous year. Management evaluates all recently issued or
revised accounting standards on an ongoing basis.

The consolidated financial statements include the financial statements of Polaris
Software Lab Limited and all its subsidiaries, which are more than 50%, owned or
controlled. The financial statements are prepared in accordance with the
principles and procedures required for the preparation and presentation of
consolidated financial statements as laid down under the accounting standard
on Consolidated Financial Statements as specified in the Companies (Accounting
Standard) Rules, 2006.  The financial statements of the Company and its
subsidiaries are consolidated on a line by line basis by adding together like items
of assets, liabilities, income and expenses. All material inter-Company
transactions and balances are eliminated on consolidation. In respect of
investments made in Associate Companies, the equity method prescribed under
Accounting for Investments in Associates in Consolidated Financial Statements
as specified in the Companies Accounting Standards Rules, 2006, has been
adopted in the preparation of these financial statements. The consolidated
financial statements are prepared by applying uniform accounting policies in
use at the Group.

(b) In case of foreign subsidiaries, revenue items are consolidated at the average
rate prevailing during the year.  All the assets and liabilities are converted at the
rates prevailing at the end of the year.  Exchange gains / (losses) arising on
conversion are recognized under Foreign Currency Translation Reserve. There
has been no excess/short of the cost to the parent company of its investment in
a subsidiary hence no goodwill/capital reserve has been recognized separately.

(c) Goodwill arising on acquisition of an associate by the Group has been included
in the carrying amount of investments in the associates and has been disclosed
separately.

(d) Consolidated Financial Statements include share of Rs. 16.75 in the loss (net)
of NMS Works Software Limited, AIG Systems Solutions Private Limited and
Adrenalin eSystems Limited (associates). The Financial statements of these
companies are yet to be audited. In the opinion of the management, the impact
that may arise upon completion of the audit of the financial statements of the
above companies if any, will not be material.

2. Use of estimates

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported
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17  SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS (Contd.)

amounts of assets and liabilities, disclosure of contingent liabilities at the date
of the financial statements and the reported amounts of revenues and expenses
during the period reported.  Actual results could differ from these estimates.

Management periodically assesses using external and internal sources whether
there is an indication that an asset may be impaired.  Impairment occurs where
the carrying value exceeds the present value of future cash flows expected to
arise from the continuing use of the asset and its eventual disposal.  The
impairment loss to be expensed is determined as the excess of the carrying
amount over the higher of the asset's net sales price or present value as
determined above. Contingencies are recorded when it is probable that a liability
will be incurred, and the amount can be reasonably estimated.  Actual results
could differ from those estimates.

3. Revenue recognition
Revenue is recognized to the extent that it is probable that the economic benefits
will flow to the Group and the revenue can be reliably measured

Software development and support services

Revenue from software development and support services comprises income
from time-and-material and fixed price contracts. Revenue with respect to time-
and-material contracts is recognized as related services are performed.  Revenue
from fixed-price contracts is recognised in accordance with the proportionate
completion method. The stage of completion of project is determined by the
proportion that contract costs incurred for work performed upto the balance sheet
date bear to the estimated total contract costs. Provision for estimated losses
on incomplete contract is recorded in the year in which such losses become
probable based on the current contract estimates.

Revenues accrued and not billed represent earnings on ongoing fixed price and
time and material contracts over amounts invoiced to customers.

Billings in excess of revenue represent amounts received in advance in case of
ongoing fixed price and time and material contracts wherein amounts have been
billed in accordance with the billing cycle and efforts would be incurred
subsequent to the year end.

Product licenses and related revenues

Revenues from product licenses and related services comprise income under
multiple element arrangements recognized as follows:

• License fees and fees for customization/implementation services are
recognized using proportionate completion method. The stage of
completion of project is determined by the proportion that contract costs
incurred for work performed up to the balance sheet date bear to the
estimated total contract costs. Provision for estimated losses, if any, on
incomplete contracts are recorded in the year in which such losses become
probable based on current contract estimates.

• Product maintenance revenues are recognized over the period of the
maintenance contract.
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Business Process Outsourcing

Revenue from call center services comprises income from time and material
contracts. Revenue is recognized in accordance with the terms of the contract with
the customer, as related services are performed.

Other Income

Interest is recognized using the time-proportion method.

Dividend income is recognized when the company's right to receive dividend is
established.

4. Fixed assets and capital work in progress

Fixed assets are stated at cost, less accumulated depreciation until the date of the
balance sheet and impairment losses if any.  Cost comprises the purchase price
and any attributable cost of bringing the asset to its working condition for its
intended use. Capital work in progress includes advances paid to acquire fixed
assets and cost of assets not ready for intended use before the balance sheet date.

5. Impairment

The carrying amounts of assets are reviewed at each balance sheet date if there is
any indication of impairment based on internal/external factors.  An impairment
loss is recognized wherever the carrying amount of an asset exceeds its recoverable
amount.  The recoverable amount is the greater of the asset's net selling price and
value in use.  In assessing value in use, the estimated future cash flows are
discounted to their present value at the weighted average cost of capital.

After impairment, depreciation is provided on the revised carrying amount of the
asset over its remaining useful life.

6. Leases

Assets acquired on finance leases are capitalized and a corresponding liability
disclosed as lease obligations under "Secured Loans". Such assets are capitalized
at fair values or present value of minimum lease payments, whichever is lower, at
the inception of the lease term and disclosed as leased assets. Rentals paid by the
Company are apportioned between the finance charge and as a reduction of the
outstanding liability. Finance charge reflects a constant periodic rate of interest
on the remaining balance of liability for each period. Lease management fees, legal
charges and other initial direct costs are capitalised.

Leases where the lessor effectively retains substantially all the risks and the benefits
of ownership of the leased term are classified as operating leases. Operating lease
payments are recognized as an expense in the Profit and Loss account on a straight-
line basis over the lease term.

7. Depreciation and amortisation

Depreciation on fixed assets is provided using the straight-line method based on
rates specified in Schedule XIV of the Companies Act, 1956 or on estimated useful
lives of assets, whichever is higher. Individual assets costing less than Rs 5,000/-
are depreciated at the rate of 100 %.
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The estimated useful lives considered for depreciation of fixed assets are as
follows:

Asset category Estimated Useful Life (years)
Tangible assets

Buildings 29-55

Leasehold Improvements 10 or over the lease period if
lower than the estimated useful life

Plant and machinery 6-7

Computer equipment and Software 3-10

Servers and computer accessories 5-10

Furniture and fixtures, office equipment
and electrical fittings 5-10

Vehicles 6

Intangible Assets

Software Products
(indigenously developed) 5

Intellectual property rights 1
(indigenously developed)

In respect of assets acquired on finance lease after 1 April 2001, the leased assets
are depreciated over the period of the lease or the estimated useful life of the
asset, whichever is lower. Leasehold land is amortized over the period of lease.

In some subsidiaries and associates, depreciation is calculated on written down
value basis. The depreciation charge in respect of these entities is not significant
in the context of the consolidated financial statements.

8. Research and development expenses for intangibles

Expenditure

Software product development costs are expensed as incurred until technological
feasibility is established. Software development costs incurred subsequent to
the achievement of technological feasibility are capitalised and amortised over
estimated useful life of the products. This capitalisation is done only if the Group
has the intention and ability to complete the product, the product is likely to
generate future economic benefits, adequate resources to complete the product
are available to the Group and the Group is able to accurately measure such
expense.

Such software development costs comprise expenditure that can be directly
attributed, or allocated on a reasonable and consistent basis, for development
of the product.

Amortization

The amortization of software development costs is allocated on a systematic
basis over the best estimate of its useful life after the product is ready for use.
The factors considered for identifying the basis include obsolescence, product
life cycle and actions of competitors. The products are amortized over a period of
five years.

The amortization period and the method are reviewed at each period end. If the
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expected useful life of the product is shorter from previous estimates, the
amortization period is changed accordingly.

9. Foreign currency transactions and translations

Foreign currency transactions are recorded in the reporting currency, by applying
to the foreign currency amount the exchange rates that approximates prevailing
at the date of the transaction.

Foreign currency monetary items are reported using the closing rate. Non-monetary
items which are carried in terms of historical cost denominated in a foreign currency
are reported using the exchange rate at the date of the transaction; and non-
monetary items which are carried at fair value or other similar valuation
denominated in a foreign currency are reported using the exchange rates that
existed when the values were determined.

Exchange differences arising on the settlement of monetary items or on reporting
company's monetary items at rates different from those at which they were initially
recorded during the year, or reported in previous financial statements, are
recognised as income or as expenses in the year in which they arise except those
arising from investments in non-integral operations.

The financial statements of a non-integral foreign operation are translated into
Indian Rupees as follows:

• Income and expense items are translated at the average exchange rate for
the year.

• Assets and liabilities, both monetary and non-monetary, are translated at
the closing rate.

• All resulting exchange differences are accumulated in foreign currency
translation reserve, which is reflected under reserves and surplus.

On the disposal of a non-integral foreign operation, the cumulative amount of the
exchange differences which have been deferred and which relate to that operation
are recognized as income or as expenses in the same period in which the gain or
loss on disposal is recognized.

When there is a change in the classification of a foreign operation, the translation
procedures applicable to the revised classification are applied from the date of
the change in the classification.

10. Forward contracts in foreign currencies

The Group uses foreign exchange forward contracts to hedge its exposure to
movements in foreign currency rates.  The use of these foreign exchange forward
contracts reduces the risk or cost to the Group and the Group does not use the
foreign exchange forward contracts for trading or speculation purposes.

Forward exchange contracts that are not hedges of forecasted transactions are
accounted for using the guidance in Accounting Standard ('AS') 11, 'The effects of
changes in foreign exchange rates'. The premium or discount on all such contracts
arising at the inception of each contract is amortised as income or expense over
the life of the contract. Any profit or loss arising on the cancellation or renewal of
forward contracts is recognized as income or as expense for the period. The
exchange difference is calculated as the difference between the foreign currency
amount of the contract translated at the exchange rate at the reporting date, or
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the settlement date where the transaction is settled during the reporting period,
and the corresponding foreign currency amount translated at the latter of the
date of inception of the forward exchange contract and the last reporting date.
Such exchange differences are recognised in the profit and loss account in the
reporting period in which the exchange rates change.

Pursuant to the Announcement of the ICAI dated March 29, 2008, the Company
records net mark-to-market losses, if any, in respect of forward exchange
contracts entered in to hedge a highly probable forecast transaction but, net
mark-to-market gains are not recorded for such transactions.

11. Investments

Investments are classified as long term investments and current investments.
Investments that are readily realizable and intended to be held for not more
than a year are classified as current investments. All other investments are
classified as long-term investments. Long-term investments are stated at cost
and any decline other than temporary, in the value of such investments is charged
to the Profit and Loss account. Current investments are stated at the lower of
cost or market value determined on an individual investment basis. However,
provision for diminution in value is made to recognise a decline other than
temporary in the value of the investments.

12. Retirement and other employee benefits

Provident Fund

Employees receive benefits from a provident fund, which is a defined contribution
plan.  Both the employee and the Company make monthly contributions to the
Regional Provident Fund equal to a specified percentage of the covered
employees' salary.  The Company has no further obligations under the plan beyond
its monthly contributions.

Gratuity

The Company provides for gratuity in accordance with the Payment of Gratuity
Act, 1972, a defined benefit retirement plan (the Plan) covering all employees.
The plan, subject to the provisions of the above Act, provides a lump sum payment
to eligible employees at retirement, death, incapacitation or termination of
employment, of an amount based on the respective employee's salary and the
tenure of employment.  Gratuity liability is accrued and provided for on the basis
of an actuarial valuation on  projected unit credit method made at the end of
each financial year.  Actuarial gains/losses are immediately taken to profit and
loss account and are not deferred.

Superannuation

The Company contributes a specified percentage of the eligible employees' basic
salary towards superannuation (the Plan) to a fund. A trust has been created and
approved by the Income-tax authorities for this purpose.  This Plan provides for
various options for payment of pension at retirement or termination of
employment as per the trust rules.  The Company has no further obligations under
the Plan beyond its annual contribution.
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Leave Benefits

As per the current employment policy of the Company, employees can carry
forward accumulated leave balances as per company's leave policy   which can
be utilized in the subsequent years. In case of overseas branches, the employees
are eligible to encash the accumulated leave balances.

Provision for compensated absences is accrued and provided for on the basis of
actuarial valuation made at the end of the each financial year. The actuarial
valuation is done as per projected unit credit method. Encashment of
accumulated leave balances are accounted for in the year in which the leave
balances are credited to employees on actual basis.

Subsidiaries

Retirement benefits are provided to employees of subsidiaries in accordance
with the local laws and regulations prevailing in the Country in which the
subsidiary is located.

13. Income taxes and Deferred Tax

Tax expense comprises of current, deferred and fringe benefit tax. The current
charge for income taxes and fringe benefit tax is calculated in accordance with
the relevant tax regulations applicable to the Company.  The current tax provision
and advance income tax as at balance sheet date have been arrived at after
setting off advance tax and current tax provision where the Group has legally
enforceable right to set off assets against liabilities and where such assets and
liabilities relate to taxes on income levied by the same governing taxation laws.

Deferred tax assets and liabilities are recognised for the future tax consequences
attributable to timing differences between the taxable income and accounting
income. Deferred tax assets and liabilities are measured using the tax rates and
tax laws that have been enacted or substantively enacted by the balance sheet
date.  The effect on deferred tax assets and liabilities of a change in tax rates is
recognised in the year that includes the enactment date. Deferred tax assets
and deferred tax liabilities across various countries of operation are not set off
against each other as the Group does not have legal right to do so.

Deferred tax assets are recognised only if there is a reasonable certainty that
sufficient future taxable income will be available against which such deferred
tax assets can be realised and are reassessed for the appropriateness of their
respective carrying values at each balance sheet date. Unrecognised deferred
tax assets of earlier years are re-assessed and recognised to the extent that it
has become reasonably certain that future taxable income will be available
against which such deferred tax assets can be realized. The Company writes-
down the carrying amount of a deferred tax asset to the extent that it is no longer
reasonably certain, that sufficient future taxable income will be available against
which deferred tax asset can be realized. In situations where the company has
unabsorbed depreciation or carry forward tax losses, all deferred tax assets are
recognised only if there is virtual certainty supported by convincing evidence
that they can be realised against future taxable profits

The Company has availed the tax holiday benefits under Section 10A of the Income
tax Act, 1961 for some of the units and, accordingly, its business income (to the
extent covered by that section) is exempt from tax up to and including period
ending March 31, 2009.
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14. Stock based compensation

In accordance with the Employee Stock Option Scheme and Employee Stock
Purchase Scheme Guidelines, 1999 issued by the Securities and Exchange Board
of India ("SEBI") and the Guidance Note on Accounting for Employee Share-based
Payments, issued by the Institute of Chartered Accountants of India, the 'Option
Discount' has been amortised on a straight-line basis over the vesting period of
the shares to be issued under Stock Option Plans and disclosed as 'employee
stock compensation expense', if any, in the profit and loss Account.  The Company
measures compensation cost relating to employee stock options using the
intrinsic value method.

'Option Discount' means the excess of the market price / fair value of the underlying
shares at the date of grant of the options over the exercise price of the options.

15. Cash and Cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in
hand and short-term investments with an original maturity of three months or
less.

16. Earnings per share

The basic earnings per share are computed by dividing the net profit attributable
to equity shareholders for the year by the weighted average number of equity
shares outstanding during the year.  The number of shares used in computing
diluted earnings per share comprises the weighted average shares considered
for deriving basic earnings per share and also the weighted average number of
equity shares which would have been issued on the conversion of all dilutive
potential equity shares.  Dilutive potential equity shares are deemed converted
as at the beginning of the year, unless they have been issued at a later date.  The
diluted potential equity shares have been adjusted for the proceeds receivable
had the shares been actually issued at fair value (i.e.) the average market value
of the outstanding shares. In computing dilutive earnings per share, only potential
equity shares that are dilutive and that either reduces earnings per share or
increase loss per share are included.

17. Provisions

A provision is recognised when an enterprise has a present obligation as a result
of past event; it is probable that an outflow of resources will be required to settle
the obligation, in respect of which a reliable estimate can be made. Provisions
are not discounted to its present value and are determined based on best estimate
required to settle the obligation at the balance sheet date. These are reviewed
at each balance sheet date and adjusted to reflect the current best estimates.
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B.  NOTES TO ACCOUNTS:

1. All amounts in the financial statements are presented in Rupees Lacs, except
for per share data and as otherwise stated.

2. Capital commitments and Contingent Liabilities

(i) The estimated amount of contracts remaining to be executed on capital
account, and not provided for (net of advances) as at March 31, 2008 is
Rs 790.56 (March 31, 2007: Rs 1,275.24).

(ii) As at March 31, 2008, the Group has outstanding guarantees and counter
guarantees of Rs.578.03 (March 31, 2007: Rs 241.30) issued to various
banks, in respect of the guarantees given by the banks in favour of various
government authorities.

 (iii) Claims against the company, not acknowledged as debts includes:

a . Demand from Indian income tax authorities as at March 31, 2008 is
Rs. 1,088.53 (March 31, 2007: Rs.1,111.66). The tax demand mainly on
account of disallowance of a portion of the deduction claimed by the
company under Section 10A of the Income Tax Act. The Company is in the
process of filing an appeal with the higher appellate authorities.

b. Sales Tax demand from Commercial Tax Officer Chennai is Rs.520.00 as
at March 31, 2008 (March 31, 2007: Nil).

The Company is contesting the demand, and the management, including
its tax advisers, believes that its position will likely be upheld in the
appellate process. No tax expense has been accrued in the financial
statements for the tax demand raised. Management believes that the
ultimate outcome of these proceedings will not have a material adverse
effect on the company's financial position and results of operations.

(iv) The Company is also involved in other law suit and claims including suits
filed by former employees, which arise in the ordinary course of business.
However there are no such matters pending that the Company expects to
be material in relation to its business.

(v) The future obligation for vehicles taken on lease is given below

As at As at
Particulars March 31, 2008 March 31, 2007

Not later than one year 53.29 51.89
Later than one year and not later than 5 years 38.12 95.48

91.41 147.37
Less: Amount representing future interest (8.83) (18.67)
Present Value of minimum lease rentals 82.58 128.70
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(vi) The Group has taken certain offices and residential premises for the employees
under operating leases, which expires at various dates in future years. The
minimum lease rental payments to be made in respect of these leases are as
follows.

As at As at
Particulars March 31, 2008 March 31, 2007

Lease payments for the year 2,343.14 2,023.73

Contingent rent recognised in Profit and
Loss Account - -

Minimum Lease Payments :

Not later than one year 1,297.51 2,383.50

Later than one year and not later than five years 1,006.04 4,699.06

Later than five years 607.30 572.45

Total 2,910.85 7,655.01

3. Gratuity

The Company has a defined benefit gratuity plan. Every employee who has
completed five years or more of service gets a gratuity on departure at 15 days
salary (last drawn salary) for each completed year of service. The scheme is
partially funded with an insurance company in the form of a qualifying insurance
policy.

The following tables summaries the components of net benefit expense
recognised in the profit and loss account and the funded status and amounts
recognised in the balance sheet for the respective plans.

Reconciliation of opening and closing balances of the present value of defined
benefit obligation:

Particulars Year ended Year ended
March 31, 2008  March 31, 2007

Obligations at the beginning of the period 709.57 455.15
Current service cost 373.87 324.07
Interest cost 56.79 36.16
Expected return on plan assets (1.00) -
Actuarial gain / loss (24.79) 38.93
Benefits paid (126.22) (144.74)
Obligations at the period end 988.22 709.57
Change in plan assets
Plan assets at period beginning, at fair value 25.20 29.23
Expected return on plan assets - -
Actuarial gain / loss - -
Contribution from employer 122.11 140.71
Benefits paid (126.22) (144.74)
Plan assets at year end, at fair value 21.09 25.20
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Particulars Year ended Year ended
March 31, 2008  March 31, 2007

Reconciliation of present value of the
obligation and the fair value of plan assets
Fair Value of plan assets at the end of
the period 21.09 25.20
Present value of defined benefit
obligations at the end of the period (988.22) (709.57)
Asset/(Liability) recognized in the
balance sheet (967.13) (684.37)
Gratuity cost for the year
Current service cost 373.87 324.07
Interest cost 56.79 36.16
Expected return on plan assets (1.00) -
Actuarial gain / losses (24.79) 38.93
Net gratuity cost 404.87 399.16
Defined Benefit Obligation                   988.22                 709.57
Plan Assets                     21.09                   25.20
Surplus / (deficit)                 (967.13)                (684.37)
Experience adjustments on plan liabilities                   (24.79)                   38.93
Experience adjustments on plan assets                         -                        -
Assumptions:
Discount rate 8% 8%
Estimated return on plan assets 8% 8%

The fund is administered by Life Insurance Corporation of India ("LIC"). The overall
expected rate of return on assets is determined based on the market prices
prevailing on that date, applicable to the period over which the obligation is to
be settled.

The estimates of future salary increases, considered in actuarial valuation, take
account of inflation, seniority, promotion and other relevant factors, such as
supply and demand in the employment market.

4. Stock Option Plans

The Company has four stock option plans that provide for the granting of stock
options to employees including Directors of the Company (not being promoter
Directors and not holding more than 10% of the equity shares of the Company).
The objectives of these plans include attracting and retaining the best personnel,
providing for additional performance incentives and promoting the success of
the Company by providing employees the opportunity to acquire equity shares.

The option plans are summarized below.

Associate Stock Option Plan 2000

On 9 March 2000, the Company's shareholders approved in the Extraordinary
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General Meeting (EGM) an Associate Stock Option Plan ("the 2000 Plan").  The
2000 Plan provides for issuance of 938,400 equity shares of Rs 5 each to the
employees including Directors. Employee Remuneration and Compensation
Committee administers the 2000 Plan. Under the Plan, based on the
recommendation of Employee Remuneration and Compensation Committee, the
options were granted at a discount not exceeding 25% of the market price of shares
on the date of grant.  The option vests over a period of five years from the grant
date.

Subsequently, the shareholders of the Company approved the following
modifications to the 2000 Plan:

• At the EGM held on 7 March 2001, the Plan was modified to permit
cancellation/ accept surrender of options; and

• At the Annual General Meeting held on 6 September 2002, the exercise price
of the options to be granted will be the market price of the shares on the date
of the grant.

A summary of the status of the 2000 Plan at 31 March 2008 is presented below.

March 31, 2008 March 31, 2007

Particulars Number of Weighted Number of Weighted
Shares  Average Shares  Average

Exercise Exercise
Price (Rs.)   Price(Rs.)

Outstanding at the
beginning of the year 98,970 139.01 448,585 150.56

Granted during the year - - - -

Exercised during the year (4,290) 120.12 (89,575) 99.01

Forfeited during the year (5,560) 126.59 (170,580) 177.35

Expired during the year (44,555) 136.16 (89,460) 163.87

Other Adjustments - - - -

Outstanding at
the end of the year 44,565 145.23 98,970 139.01

Exercisable at
the end of the year 44,565 145.23 92,770 140.03

Particulars March 31, 2008 March 31, 2007

Weighted average remaining
contractual life (in years) 1.00 1.58

Weighted average
fair value of options granted - -
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Associate Stock Option Plan 2001

The Shareholders of the Company in the Extraordinary General Meeting (EGM)
held on 7 March 2001 approved an Associate Stock Option Plan (the 2001 Plan).
The 2001 Plan provides for issuance of 1,194,000 equity shares of Rs 5 each to the
employees including Directors at the closing market price of shares on the date
of grant.  The option vests over a period of five years from the grant date.

A summary of the status of the 2001 plan at 31 March 2008 is presented below.

March 31, 2008 March 31, 2007
Particulars Number of Weighted Number of Weighted

Shares  Average Shares  Average
Exercise Exercise

Price (Rs.) Price (Rs.)

Outstanding at the
beginning of the year 65,635 104.55 307,280 80.88

Granted during the year - - - -

Exercised during the year (11,080) 84.99 (151,305) 68.76

Forfeited during the year (5,290) 126.70 (54,205) 86.22

Expired during the year (29,895) 94.14 (36,135) 81.20

Other Adjustments - - - -

Outstanding at
the end of the year 19,370 125.76 65,635 104.55

Exercisable at
the end of the year 19,370 125.76 59,635 102.63

Particulars March 31, 2008 March 31, 2007

Weighted average remaining
contractual life (in years) 1.00 1.47

Weighted average
fair value of options granted - -

During the year ended 31 March 2002, the Company announced and allotted bonus
shares by capitalising a part of securities premium account in the ratio of 1 equity
share for every 2 shares held on the record date.  The Associate Stock Option
Schemes (ASOP) mentioned above provide power to the compensation
committee for suitable adjustments to the quantum and price of ASOPs in case of
corporate actions such as stock split, bonus etc.  The holders of options granted
prior to issuance of bonus shares by the Company are entitled to receive
additional options in the ratio of one additional option for every two options held.
At the Ninth Annual General Meeting held on 6 September 2002, a special
resolution was passed, effective 7 March 2001, wherein the total number of
options to be granted under the 2000 Plan and 2001 Plan along with options
already granted by the Company and outstanding under the schemes shall not at
any time exceed 6.25 % (2.75 % under 2000 Plan and 3.5% under the 2001 Plan)
of the total shares issued by the Company on the date (s) of grant of such options.
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Associate Stock Option Plan 2003

The Shareholders of the Company in the EGM held on the 12 March 2004 approved
an Associate Stock Option Plan (the 2003 Plan).  The 2003 Plan provides for issuance
of 3,895,500 equity shares of Rs 5 each to the employees including Directors at
the market price of the shares on the date of grant.  The market price under the
2003 Plan scheme prior to the revised SEBI (Employee Stock Option Scheme and
Employee Stock Purchase Scheme) Guidelines 1999 (amended upto July 22, 2004),
was the average of the two weeks high and low price of the share preceding the
date of grant of option on the stock exchange, where the highest trading volumes
are recorded during the aforesaid period.  Consequent to the revised SEBI
(Employee Stock Option Scheme and Employee Stock Purchase Scheme) Guidelines
1999, (amended upto July 22, 2004), the market price under the 2003 Plan scheme
is the latest available closing price prior to the date of the meeting of the Board
of Directors in which options are granted/shares are issued, on the stock exchange
on which the shares of the Company are listed and, where there is highest trading
volume on the said date.  The option vests over a period of five years from the
grant date.

A summary of the status of the 2003 plan at 31 March 2008 is presented below.

 March 31, 2008             March 31, 2007
Particulars Number of Weighted Number of Weighted

Shares  Average Shares  Average
Exercise Exercise

Price (Rs.) Price (Rs.)

Outstanding at
the beginning of the year  3,286,400  143.40 1,854,850 144.44
Granted during the year  313,500  147.74 2,500,500 135.01
Exercised during the year  (77,100)  80.72 (111,250) 146.54
Forfeited during the year  (557,400)  136.91 (957,700) 122.53
Expired during the year  (25,500)  137.08 - -
Other adjustments  -  - - -
Outstanding at
the end of the year  2,939,900  146.79 3,286,400 143.40
Exercisable at
the end of the year  1,430,250  147.87 1,053,620 144.72

Particulars March 31, 2008 March 31, 2007

Weighted average remaining contractual
life (in years) 3.88 5.37
Weighted average fair value of
options granted 76.70 64.17

Associate Stock Option Plan 2004

The Shareholders of the Company in the AGM held on the 22 July 2005 approved
an Associate Stock Option Plan (the 2004 plan). The 2004 plan provides for issuance
of 1,084,745 equity shares of Rs 5 each to the employees including Directors at
the market price of the shares on the date of grant. The market price under the
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2004 plan is the latest available closing price prior to the date of the meeting of
the Board of Directors in which options are granted/shares are issued, on the
stock exchange on which the shares of the Company are listed and, where there
is highest trading volume on the said date.  The option vests over a period of five
years from the grant date.

 A summary of the status of the 2004 plan at March 31, 2008 is presented below.

 March 31, 2008          March 31, 2007
Particulars Number of Weighted Number of Weighted

Shares  Average Shares  Average
Exercise Exercise

Price (Rs.) Price (Rs.)

Outstanding at
the beginning of the year  780,000  148.13 - -
Granted during the year  -  - 994,500 147.87
Exercised during the year  -  - - -
Forfeited during the year  (46,100)  76.60 (214,500) 146.90
Expired during the year  (800)  76.60 - -
Other Adjustments  -  - - -
Outstanding at
the end of the year  733,100  152.71 780,000 148.13
Exercisable at
the end of the year  282,000  155.74 156,000 148.13

Particulars March 31, 2008 March 31, 2007

Weighted average remaining contractual
life (in years) 5.02 6.00

Weighted average fair value of
options granted 122.12 77.76 

Pro forma Disclosure:
In accordance with SEBI (Employee Stock Option Scheme and Employee Stock
Purchase Scheme) Guidelines, 1999, had the compensation cost for associate
stock option plans been recognized based on the fair value at the date of grant in
accordance with Black-Scholes model, the pro forma amounts of the Group's net
profit and earnings per share would have been as follows:

March March
Particulars 31, 2008 31, 2007

Profit after tax
- as reported 7,321.50 10,106.49
- proforma profit 6,419.10   9,699.83

Earnings Per Share (in Rs.)
Basic
- As reported 7.42 10.28
- Pro forma   6.51   9.87
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March March
Particulars 31, 2008 31, 2007

Diluted
- As reported 7.40 10.17
- Pro forma  6.49  9.76

The fair value of options was estimated at the date of grant using the Black scholes
model with the following assumptions:

April to April to
Particulars March 08 March  07

Risk-free interest rate 7.81% 7.73%
Expected life 2.5 to 6.5 Years 2.5 to 6.5 Years
Expected volatility 54.42% 61.87%
Expected dividend yield 1.07% 0.97%

5. Segment Reporting

The Group's operations predominantly relate to providing IT services and IT-
enabled services, delivered to customers operating in various industry segments
globally.  Accordingly, IT service revenues represented along industry classes
comprise the primary basis of segmental information set out in these financial
statements. Secondary segmental reporting is performed on the basis of the
geographical location of customers.
The accounting policies consistently used in the preparation of the financial
statements are also applied to record revenue and expenditure in individual
segments.
Business (primary) segments of the Group are:

a) Banking and financial services ; and
b) Emerging verticals

Revenue and direct expenses in relation to segments are categorized based on
items that are individually identifiable to that segment, while other costs,
wherever allocable, is apportioned to the segments on an appropriate basis.
Certain expenses are not specifically allocable to individual segments as the
underlying services are used interchangeably.  The Group believes that it is not
practicable to provide segment disclosures relating to such expenses, and
accordingly such expenses are separately disclosed as 'unallocated' and directly
charged against total income.
Fixed assets used in the Group's business or liabilities contracted have not been
identified to any of the reportable segments, as the fixed assets and services are
used interchangeably between segments.  The Group believes that it is currently
not practicable to provide segment disclosures relating to total assets and
liabilities since a meaningful segregation of the available data is onerous.
Customer relationships are driven based on the location of the respective client.
The geographical segments comprise:

a) United States of America
b) Europe
c) Asia Pacific
d) India and Middle East.
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Primary segment information

Year ended Year ended
Particulars March 31, 2008 March 31, 2007

Segment revenues
Banking and financial services 98,157.58 91,986.97
Emerging verticals 11,772.47 11,249.99

109,930.05 103,236.96
Segment Profit before Finance charges,
Unallocable Expenses and Tax
Banking and financial services 30,276.07 36,655.21
Emerging verticals 2,046.15 2,061.35

32,322.22 38,716.56
Finance charges (78.61) (83.93)
Other Unallocable expenditure net of
Unallocable income (23,311.07) (26,535.11)
Profit before taxation 8,932.54 12,097.52
Income taxes including deferred tax and
fringe benefit tax (1,611.04) (1,991.03)
Profit after taxation 7,321.50 10,106.49

Secondary segment information

Year ended Year ended
Region March 31, 2008 March 31, 2007

Segment revenues
United States of America 38,583.65 37,815.75
Europe 34,448.68 31,636.53
Asia Pacific 19,053.21 17,265.38
India and Middle East 17,844.51 16,519.30

109,930.05 103,236.96

Revenues by geographic area are based on the geographic location of the
customer.

6. Earnings per Share (“EPS”)

Reconciliation of basic and diluted shares used in computing EPS:

Year ended Year ended
Particulars March 31, 2008 March 31, 2007

Weighted average number of equity shares
outstanding during the period-Basic 98,639,382 98,290,764
Add: Effect of dilutive issue of stock
options to be converted 298,922 1,046,699
Weighted average number of equity shares
outstanding during the period-Diluted 98,938,304 99,337,463
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7. Related party transactions

List of related parties where control exists:

Associates
NMS Works Software Private Limited Orbitech Employees Welfare Trust
(‘NMS’)
AIG Systems Solutions Private Limited Adrenalin eSystems Limited
(‘AIGSS’) (‘Adrenalin eSystems’ or ‘ASL’)

Others

(a) (enterprises that directly, or indirectly through one or more intermediaries,
     control the Group and enterprise of which the Group is an associate).

Citi bank and its branches Orbitech Limited

Polaris Holdings Private Limited

(b) (enterprises that have a member of Key Management in common with that of
      the Group)Ullas Trust

Key management person

Mr. Arun Jain, Chairman and Managing Director

Associates

PARTICULARS Relatives
of key

managerial
person

Key
managerial

person
OthersOrbitech

trust
AIGSSNMS

Adrenalin
eSystems

Balances due to /
from related parties
Receivables - Trade Debts - - 113.00 - 6,570.02 - -

- - (136.99) - (6,358.89) - -
Receivables -
Loans and Advances 44.73 - - 559.87 - - -

(45.38) - - (589.59) - - -
Payables               - - - - - - -

- - - - - - -
Investments 1,593.88 567.50 326.70 - - - -

(1,523.88) (452.50) (326.70) - - - -
Provision for investments - (343.88) - - - - -

- (241.28) - - - - -
Related party
transactions
Loans and Advances given  - - - 29.72 - - -

- - - (176.55) - - -
Loans and
Advances received - - - - - - -

- - - - - - -
Software development
service income - - 334.21 - 30,205.14 - -

- - (652.88) -  (34,696.38) - -
Interest Income - - - - - - -

- - - - - - -
- - - - - - -

Software development
expenses - - - - - - -

- - - - - - -
Reimbursement of
expenses to the Company 0.66 - - - - - -

(19.99) - (0.76) - - - -

Others
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8. Investments in Associates

a) The movement during the year ended March 31, 2008 comprises the
following:

• Subscribed additionally for 1,200,000 7% cumulative preference shares of
Rs 5/- each fully paid up   amounting to Rs 60.00 during the year in Adrenalin
eSystems;

• Paid Re.1/- during the year to Adrenalin eSystems Limited, inclusive of a
premium of Re.0.5/- for converting partly paid up 1,000,000 Equity shares,
to 1,000,000 Equity shares of Rs 5 each per fully paid up;

• Subscribed additionally for 225,756 equity shares of Rs.10 each at a
premium of Rs.40.94 amounting to Rs.115.00 during the year in NMS Works
Software Private Limited.

b) The Group's equity ownership interest in Adrenalin eSystems is 40.25 % as
at March 31, 2008. Adrenalin eSystems Limited ("ASL") is primarily engaged
in the business of providing specific solutions relating to Human Relations
suite of software solutions and products and has been incurring losses.
The Group believes that the accumulated losses to the extent of Rs.3,054.90
as per the unaudited financial statements of ASL as on 31 March 2008 are
on account of initial / start-up stage of operations. The full version of the
ASL's main product "Adrenalin" was launched in January 2006 and ASL's
evaluation of the product's market acceptability is positive. The Group
believes that, in pursuing business models based on mass adoption of
similar technologies on global scale, the start up costs on brand building,
product development costs and franchise acquisitions are significant and
the international experience also suggests that the product companies
have longer gestation period. As per the unaudited financial statement of

7. Related party transactions (Continued)
Figures in brackets denote previous year figures

Associates

PARTICULARS

Reimbursement of
expenses by the Company - - - - 96.47 - -

- - - - (100.39) - -
Lease Payments - - - - 47.12 - -

- - - - (139.40) - -
Investments 70.00 115.00 - - - - -

(239.35) - - - - - -
Provision for diminution
in value of investments - 102.60 - - - - -

- (18.30) - - - - -
Remuneration to
Managing Director - - - - - 92.53 -

- - - - - (114.62) -
Dividend paid - - - - - - -

- - - - - (97.00) (36.99)

Note : Figures in brackets denote previous year figures

Relatives
of key

managerial
person

Key
managerial

person
OthersOrbitech

trust
AIGSSNMS

Adrenalin
eSystems

Others
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ASL for the year ended March 31, 2008, ASL has earned cash profit.  Further,
the promoters of ASL are committed to provide continued support to its
operations and ASL is expected to generate profits in the future. Accordingly,
there is no permanent diminution in the value of its investments in ASL and
the share of loss is also restricted to the extent of equity.

9. The Group has adopted Accounting Standard 15 (Revised) - Employee Benefits
with effect from April 01, 2006. Pursuant to adoption, the Group had determined
the liability for Transitional Provision amounting to Rs. 1,759.64 which had been
debited to General Reserve in the previous year.

10. The following are the aggregate amounts incurred on certain specific expenses
that are required to be disclosed under Schedule VI to the Companies Act, 1956.

Particulars Year ended Year ended

31 March 2008 31 March 2007

Salaries and bonus including overseas
staff expenses 74,710.80 63,916.13

Contribution to provident and other funds 1,338.89 1,413.86

Total 76,049.69 65,329.99

11. Derivative instruments:

The Group uses foreign currency forward contracts to hedge its risks associated
with foreign currency fluctuations relating to certain firm commitments and
forecasted transactions.  The Group does not use forward contracts for
speculative purposes.

The following are the outstanding Forward Exchange Contracts entered into by
the Group.

Year ended Year ended
Particulars March 31, 2008 March 31, 2007

Number of contracts 77 9
US $ Equivalent 1,180.00 486.20
INR Equivalent 47,283.58 21920.00

The year end foreign currency exposures that have not been hedged by a derivative
instrument or otherwise are given below:

Particulars                                             March 31, 2008                      March 31, 2007

US Dollar INR US Dollar INR
equivalent equivalent

Amounts receivable in

foreign currency 165.18 6,602.96 176.00 7,649.17

12. The Group had accounted for accumulated compensated absences and
encashment of accumulated leave balances upto September 30, 2007 as short
term employee benefits.  Effective from October 1, 2007, with a view to conform
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For S.R.BATLIBOI & ASSOCIATES
Chartered Accountants

As per our report of even date

per S.Balasubrahmanyam
Partner
Membership No 053315
Chennai
April 23, 2008

For and on behalf of the Board of  Directors of
Polaris Software Lab Limited

R Srikanth
Executive Vice President & Chief Financial Officer

Chennai
April 23, 2008

Arun Jain
Chairman & Managing Director

R.C. Bhargava
Director

to the guidance of Expert Advisory Committee of ICAI, the Company has actuarially
valued the accumulated compensated absences and encashment of accumulated
leave balances and accounted for the same. As a result of this change, the cost of
salary and wages are lower by Rs.867.13, net profit before tax is higher by Rs.867.13.

13 . Arun Verma and Data Inc (the plaintiffs) filed a complaint against the Company in
a US Court at New Jersey, for damages towards breach of contract and fraud, for
non-acquisition of Data Inc in earlier years. The Company has entered into an out-
of court settlement and paid $ 600,000 (about Rs 2.40 crores) to the plaintiffs during
the year. The amount has been charged off in books of account.

14. Previous year figures have been regrouped/ reclassified, wherever necessary, to
conform to current year's presentation.
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POLARIS SOFTWARE LAB LIMITED
Registered Office: Polaris House, No.244, Anna Salai, Chennai - 600 006

Phone: 044 - 3987 4000, Fax: 044 - 2852 3280, Website: www.polaris.co.in

NOTICE

NOTICE IS HEREBY GIVEN THAT THE FIFITEENTH ANNUAL GENERAL MEETING OF THE
COMPANY WILL BE HELD ON THURSDAY THE JULY 17, 2008 AT 3.30 P.M. AT MUSIC ACADEMY
MINI HALL, NO.168, T.T.K ROAD, CHENNAI 600 014 TO TRANSACT THE FOLLOWING BUSINESS:

ORDINARY BUSINESS

1. To receive, consider and adopt the Audited Balance Sheet as at March 31,2008
and the Profit and Loss Account for the year ended on that date together with the
Reports of the Directors and the Auditors thereon.

2. To declare dividend for the financial year 2007-08.

3. To appoint a Director in the place of Dr.Ashok Jhunjhunwala  who retires by rotation
and being eligible, offers himself for re-appointment.

4. To appoint a Director in the place of Mr.Anil Khanna, who retires by rotation
and being eligible, offers himself for re-appointment.

5. To appoint a Director in the place of Mr.Satya Pal, who retires by rotation
and being eligible, offers himself for re-appointment.

6. To appoint Auditors of the Company to hold office from the conclusion of this
meeting until the conclusion of the next Annual General Meeting of the
Company and to authorize the Board of Directors to fix their remuneration.
M/s.S.R.Batliboi & Associates, Chartered Accountants, the retiring auditors,
are eligible for re-appointment.

Special Business

7. To consider and, if thought fit, to pass with or without modification(s), the following
resolution as a Special Resolution.

Resolved that subsequent to the approval given by the members of the Company at
the Annual General Meeting held on 29th July 2004,  pursuant to Section 309(4)(b)
and other applicable provisions, if any, of the Companies Act, 1956, the Company be
and is hereby accords its consent  to extend the payment of commission to the
Non-Executive Directors of the Company, for a further period of five years
commencing from the financial year 2008-09, not exceeding Rs.45 Lacs or 1% of the
net profits of the Company whichever is lower as determined in accordance with the
provisions of Sections 198, 349 and 350 and other applicable provisions, if any, of the
Companies Act, 1956 for each financial year.

Resolved further that the Board of Directors be and is hereby authorized to decide
from time to time, the quantum and manner of distribution of commission to the said
Non Executive Directors within the aforesaid limit.

Resolved further that the aforesaid commission shall be in addition to the fee
payable to such directors for attending the meetings of the Board and committee
thereof.

Resolved further that the Board of Directors be and is hereby authorized to take all
such steps as may be considered necessary, desirable or expedient for giving effect
to this resolution.

Place  :  Chennai                  By Order of the Board
Date   :  April 23, 2008                                                                                      For Polaris Software Lab Limited

R.Srikanth
                                                                  Executive Vice President &

Cheif Financial Officer -
Compliance Officer
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NOTES:

1. A member entitled to attend and vote is entitled to appoint a proxy to attend and
vote instead of himself and such proxy need not be a member of the Company.
Voting is by show of hands unless a poll is demanded by a member or members
present in person, or by proxy, holding at lease one-tenth of the total shares
entitled to vote on the resolution or by those holding paid-up capital of at least
Rs.50,000/-.  A proxy shall not vote except on a poll. Proxies in order to be effective,
proxy forms must be received by the Company at its Registered Office not less
than 48 hours before the meeting.

2. Member/Proxy holder must bring the attendance slip to the meeting and hand it
over at the entrance duly signed.

3. The Register of Members and Share Transfer Books of the Company will be closed
from July 11, 2008 to July 17, 2008 (both days inclusive).

4. The Register of Directors' Shareholding, maintained under Section 307 of the
Companies Act, 1956 will be available for inspection by the members at the AGM.

5. The Register of Contracts, maintained under Section 301 of the Companies Act,
1956 will be available for inspection by the members at the Registered Office of the
Company.

6. The certificate from the Auditors of the Company certifying that the Company's
Associate Stock Option Plan(s) are being implemented in accordance with the SEBI
(Employees Stock Option Scheme and Employees Stock Purchase Scheme)
Guidelines, 1999 as applicable and in accordance with the resolution of the
Members in the General Meeting, is available for inspection by the
Members at the Annual General Meeting.

7. Members are requested to quote their Registered Folio Number or Demat Account
Number & Depository Participant (D.P.) Id. Number on all correspondence with the
Company. The transfer deeds, communication for change of address, bank details,
ECS details, mandates (if any), should be lodged with M/s Karvy Computershare
Private Limited, Hyderabad. Members whose shareholding is in the electronic mode
are requested to intimate the same to their respective Depository Participants.

8. The Company is extending the Electronic Clearing Service (ECS) facility to the
shareholders, which will enable them to receive dividend through electronic mode.
Under ECS arrangement, the dividend amount will be directly credited to the bank
account of the shareholder. A separate communication has already been sent to
the shareholders detailing the benefits of ECS.

9. Members who are holding physical shares in more than one folio are requested to
intimate to the Company/Registrar & Share Transfer Agents, the details of all their
folio numbers for consolidation into a single folio.

10. The information pursuant to Clause 49 of the Listing Agreement with respect to the
details of the Directors seeking re-appointment at the forthcoming Annual
General Meeting is annexed.

11. Shareholders holding the requisite number of shares / voting power and who wish
to demand a poll on any of the items mentioned in the notice, are requested to
inform the Company at least 48 hours in advance, of their intention to do so,  to
enable the Company to make appropriate arrangements for the conduct of poll and
avoid inconvenience to the members at the time of the meeting.

12. Dividend for the Financial Year ended 31st March 2001, which remains unpaid or
unclaimed, will be due for transfer to the Investor Education Protection Fund of the
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Central Government ('IEPF') later this year, pursuant to the provisions of Section
205A of the Companies Act, 1956.  Members who have not encashed their dividend
warrants for the F.Y. ended 31st March 2001 or any subsequent financial year(s),
are requested to correspond with Mr.Kc.Raman, Assistant Vice President-
(Secretarial) at the Company's Registered Office.  Members are advised that in terms
of the provisions of Section 205C of the Companies Act, 1956, once unclaimed
dividend is transferred to IEPF, no claim shall lie in respect thereof.

EXPLANATORY STATEMENT UNDER SECTION 173(2) OF THE COMPANIES ACT, 1956

Item No.7

Your company presently has eight non-executive directors on its Board. These directors are
eminent personalities, drawn from diverse fields, and they spend substantial time and
energy for the Company and contribute through their professional and management
expertise.

Considering the valuable services being rendered by the non-executive directors, the Board
has approved subject to the approval of the members, the payment of commission for a
further period of five years commencing from the financial year 2008-09 for a sum not
exceeding to Rs.45 Lacs or 1% of net profits of the Company whichever is lower, as
determined in accordance with the provisions of Section 198 read with Sections 349 and 350
of the Companies Act, 1956. Members may recall the earlier approval for payment of
commission to the non-executive directors sanctioned at the Annual General Meeting held
on 29th July 2004 for a period of five financial years up to 2007-08 and this renewal is based
on the same terms and conditions.

All the non-executive directors are concerned or interested in the resolution to the extent of
the remuneration payable to them by way of commission. Accordingly, the special
resolution set out under item no.7 of the notice is submitted for approval.

ADDITIONAL INFORMATION ON DIRECTORS SEEKING RE-APPOINTMENT  AT THE ANNUAL
GENERAL MEETING SCHEDULE TO BE HELD ON JULY 17, 2008 AND THIS INFORMATION FORMS
PART OF THE NOTICE FOR THE ANNUAL GENERAL MEETING.

Name : Dr.Ashok Jhunjhunwala

Father's Name : Mr.B.L.Jhunjhunwala

Address : # C2/2/5, Third Loop Road, IIT Campus, Chennai 600 036

Date of Birth : June, 22, 1953

Nationality : Indian

Occupation : Service

Date of Appointment : June 16, 2001

Dr. Ashok Jhunjhunwala is a Professor in the Department of Electrical Engineering, Indian
Institute of Technology, Chennai, India and was acted as Head of the Department till recently.
He received his B.Tech degree from IIT, Kanpur, and MS and Ph.D degrees from the University
of Maine.  From 1979 to 1981, he was with Washigton State University as Assistant Professor.
Since 1981, he has been teaching at IIT, Madras.
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Dr. Ashok Jhunjhunwala leads the Telecommunications and Computer Networks group
(TeNeT) at IIT Madras.  This group is closely working with industry in the development of a
number of Telecommunications and Computer Network Systems.  TeNeT group has
incubated a number of technology companies, which work in partnership with TeNeT group
to develop world class Telecom and Banking products for Rural Markets.

Dr. Ashok Jhunjhunwala has been awarded Padma Shri in the year 2002, Shanti Swarup
Bhatnagar Award in the year 1998, Dr. Vikaram Sarabhai Research Award for the year 1997,
Millennium Medal at Indian Science Congress in the year 2000,  H. K. Firodia for "Excellence
in Science & Technology" for the year 2002, Shri Om Prakash Bhasin Foundation Award for
Science & Technology for the year 2004, Jawaharlal Nehru Birth Centenary Lecture Award
by INSA for the year 2006 and IBM Innovation and Leadership Forum Award by IBM for the
year 2006.  He is a Fellow of INAE, IAS, INSA, NSA and WWRF. His research interests are
Telecommunications and Wireless Systems & Technologies for Rural Areas. He is a member
of Remuneration & Compensation Committee, Audit Committee & Shareholders
Committee of Polaris.

Dr. Ashok Jhunjhunwala is also a Director in State Bank of India, Tata Tele Maharashtra Ltd.,
Bharat Electronics Ltd., 3i Infotech Ltd., Sasken Communications Technologies Ltd., Tejas
Networks Private Ltd., National Research Development Corporation Ltd., Institute for
Development & Research in Banking Technology, Midas Communication Technologies
Private Ltd., Vishal Bharath Comnet and National Internet Exchange of India Ltd. He Chairs
the Audit Committee of Tata Teleservices (Maharashtra) Ltd., further he is a member of
Audit Committee of Sasken Communications Technologies Ltd., Tejas Networks Private Ltd.,
State Bank of India and Midas Communication Technologies Private Ltd. He is also the
member of Remuneration & Compensation Committee of Sasken Communications
Technologies Ltd., Tata Teleservices (Maharashtra) Ltd. & Tejas Networks Ltd. and also a
member of Nomination Committee of Tata Teleservices (Maharashtra) Ltd. He Chairs the
Technology Committee and a member of the Customer Service Committee of State Bank of
India.

Dr.Ashok Jhunjhunwala, is also a member of the following Advisory Board and Governing
Council of National Internet Exchange of India, Scientific Advisory Committee to the Prime
Minister of India, Institute of Financial Management & Research, Board of ITech. Centre of
Excellence in Wireless technology (CEWIT), Rural Technology and Business Incubator (RTBI).

Name : Mr.Anil Khanna

Father's Name : Mr.Jagmohan Khanna

Address : 1003 Forest Avenue, RYE, New York, NY 10580, USA

Date of Birth : August 31, 1956

Nationality : American

Occupation : Banker

Date of Appointment : April 27, 2005

Mr. Anil Khanna is a Managing Director in Citi Venture Capital International and is
responsible for cross-border investment opportunities and business services. Prior to this
role, he held a variety of business management roles at Citigroup and Marsh & McClennan
Company. Most recently, he managed Marsh and McClennan's US consumer business. At
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Citigroup from 1986-2000, he held the positions of President and Chief Executive Officer of
Travellers Personal Lines, Head of Corporate Planning, Head of Global Derivative
Origination and Structuring and Head of Corporate Banking and Trading at Citibank Canada.

Mr. Anil Khanna began his career at Mckinsey and Co. and has an MBA from the Ivey School
at the University of Western Ontario. He joined the Board of Polaris in April 2005. He is also
a Director of Eurasian Brewery Holding Ltd., C-Cayco Co-Invest Ltd., C-Cayco Noteholder Ltd.,
Receivable Management Services International, Inc., NEP GP Inc., NEB Holdings GP, Inc.,
Permolex International GP, Inc., He is also a partner of Citigroup Venture Capital
International Co-Investment, L.P. & Citigroup Venture Capital International Carried
Interest, L.P. CVCIGP II Co-Invest L.P. and CVCIGP II Carry, L.P.

Name : Mr.Satya Pal

Father's Name : Mr.Pritam Chandra

Address : # 44. New Rajdhani Enclave,Vikas Marg, New Delhi 110 092

Date of Birth : August 22, 1931

Nationality : Indian

Occupation : Telcom Consultant

Date of Appointment : April 9, 1997

Mr.Satya Pal is a graduate in electrical technology and electrical communication
engineering from Indian Institute of Science, Bangalore, Mr.Satya Pal joined the
Department of Telecommunications in 1955 and became Member of Telecom Board in 1986.
In 1988, he became Secretary, Department of Telecommunications, Chairman, Telecom
Board and Chairman, MTNL.  He   retired in August 1989. He is a Founder Fellow of The
Institute of Electronics and Telecommunication Engineers.

Mr.Satya Pal joined the Board of Polaris in April 1997.  He is the Chairman of the
Shareholders' Committee & Corporate Governance Committee and is a Member of the
Remuneration & Compensation Committee of Polaris. Mr.Satya Pal advises Polaris on
Operational and Strategic issues. He is also a Director of Paramount Communications Ltd.
and Member of its Audit Committee and Chairman of its Remuneration Committee.

In Addition to the above, detailed attendance records of the directors seeking
re-appointment, has been given in the Corporate Governance Report.

Place  :  Chennai                 By Order of the Board
Date  :  April 23, 2008                                                                                      For Polaris Software Lab Limited

R.Srikanth
                                                                  Executive Vice President &

Cheif Financial Officer -
Compliance Officer
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POLARIS SOFTWARE LAB LIMITED
Regd. Office: Polaris House, 244, Anna Salai, Chennai - 600 006

15th  Annual  General Meeting to be held on  Thursday the 17th July  2008 at 3.30 P.M.
at The Music Academy, Mini Hall, No.168, T.T.K. Road, Alwarpet, Chennai-600 014

ATTENDANCE SLIP

Registered Folio No :  ………………..(or)

Demat Account No. …………………………..D.P.Id.No……………………..

Name of Shareholder(s) ………………………………………..

I/We certify  that I am/We are Member/s/Proxy of the Member/s of the Company holding
………………… Shares.

  ……………………………….
         Signature of Member/s/Proxy

A member or his duly appointed Proxy wishing to attend the meeting must complete
this Admission Slip and hand it over at the entrance.
Name of the Proxy in Block letters  …………………………………….......................................
(in case a Proxy attends the meeting)
Those who hold shares in demat form to quote their Demat Account No. and

     Depository Participant (D.P.) Id. No.

POLARIS SOFTWARE LAB LIMITED
Regd. Office: Polaris House, 244, Anna Salai, Chennai - 600 006

15th  Annual  General Meeting to be held on  Thursday the 17th July  2008 at 3.30 P.M.
at The Music Academy, Mini Hall, No.168, T.T.K. Road, Alwarpet, Chennai-600 014

PROXY FORM

I / We  ……….......................………………… of …….............................…………… being a Member/
Members of Polaris Software Lab Limited hereby appoint ………………......................……. of
…………...............................……….. or failing him / her …………...........................……………  of
…………...............................……… as my  / our Proxy to attend and vote for me / us on my /
our behalf at the Fifteenth Annual General Meeting of the Company to be held on Thursday
the July 17, 2008 at 3.30 P.M. at Music Academy, Mini Hall, No.168, T.T.K Road, Alwarpet
Chennai 600 014 and at any adjournment thereof.

In witness whereof
I/We have signed on this  ……………………. day of  …………… 2008.

Registered Folio No. :  ………………..(or)

Demat Account No. …………………………..D.P.Id.No………………

The Proxy form should be signed by the member across the stamp.
A member intending to appoint a Proxy should complete the Proxy Form and deposit
it at the Company’s Registered Office, at least 48 hours before the meeting.
Those who hold shares in Demat form should quote their Demat Account No.
and Depository Participant (D.P.) Id. No.
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