SIFY TECHNOLOGIESLIMITED
UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(In thousands, except share, per share data and as stated otherwise)

1. Reporting entity

Sify Technologies Limited, (‘Sify’ / ‘the Companyjormerly known as Sify Limited, is a leading intet services provider
headquartered in Chennai, India. These Unauditeds@imated Interim Financial Statements as at awdtlie quarter ended
September 30, 2008 comprise the Company and isidiabies (Sify Communications Limited, Sify NetwerPrivate Limited and
Sify International Inc) (together referred to as troup’ and individually as ‘Group entities’) atide Group’s interest in associate
companies. The Group is primarily involved in pding services, such as Corporate Network and Datgic®s, Internet Access
Services, Online Portal and Content offerings amaelling hardware and software related to suchieses. Sify is listed in the
NASDAQ Global market in United States.

2. Basisof preparation
a. Statement of compliance

The Unaudited Condensed Consolidated Interim Fiahr8tatements of the Group have been preparedcaordance with
International Financial Reporting Standards (IFR85 34Interim Financial Reporting They do not include all of the information
required for full annual financial statements, ahduld be read in conjunction with the consoliddieancial statements of the Group
as at and for the year ended March 31, 2008.

These Unaudited Condensed Consolidated InterimnEiahStatements have been approved for issue éBtard of Directors on
March 30, 2009.

b. Functional and presentation currency

Items included in the financial statements in eatthe Group’s entities are measured using theeooyr of the primary economic
environment in which the entity operates (“the fiimal currency”). Indian rupee is the functionalrrency of Sify, its domestic
subsidiaries and Affiliates. US dollar is the fuoogl currency of Sify’s foreign subsidiary locatedhe US.

The Unaudited Condensed Consolidated Interim Fiaar8tatements are presented in Indian Rupees wisicthe Group’s
presentation currency. All financial informatiorepented in Indian Rupees has been rounded up tedrest thousand except where
otherwise indicated.

Convenience translation: Solely for the convenienicthe reader, the financial statements as offanthe quarter ended September
30, 2008 have been translated into United Stat#arddqneither the presentation currency nor thecfional currency) at the noon

buying rate in the New York City on September 300&, for cable transfers in Indian rupees as @edltifior customs purposes by the
Federal Reserve Bank of New York of U.S. $ 1 = R<l8. No representation is made that the Indipegwamounts have been, could
have been or could be converted into United St¢disr at such a rate or at any other rate on $ame 30, 2008 or at any other
date.

c. Useof estimates and judgements

The preparation of Unaudited Condensed Consolidatedim Financial Statements in conformity witlrRE requires management to
make judgements, estimates and assumptions thet dffe application of accounting policies and tigorted amounts of assets,
liabilities, income and expenses. Actual resulty miffer from these estimates. Estimates and ugieylassumptions are reviewed
on an ongoing basis. Revisions to accounting estisnare recognised in the period of change andefyteriods, if the change affects
both.

In preparing the Unaudited Condensed Consolidatitiin Financial Statements, the significant judgate made by management in
applying the Groups accounting policies and keyreesi of estimating uncertainties were the samehat were applied to the
consolidated financial statements as at and foy#ae ended March 31, 2008.



3. Significant accounting policies

a. The accounting policies applied the group in these Unaudited Condensed ConsolidatestinmtFinancial Statements are the
same as those applied by the Group in its Congelidinancial Statements as at and for the yeagceharch 31 2008, except as
described below.

IFRIC 14 ‘IAS 19 — The limit on a defined benefit asset, mimn funding requirements and their interactfmovides’ guidance on
assessing the limit ilAS 190on the amount of the surplus that can be recodrisean asset. It also explains how the pensigat as

liability may be affected by a statutory or conttet minimum funding requirementlFRIC 14 has become applicable to the
Company effective April 1, 2008. There amendmergsdnot have a significant impact on the Group.

4. Property, plant and equipment

Cost Accumulated depreciation Carrying
Particulars Asat Asat Asat Asat amount as
April 1, | Additions | Disposals | September | April 1, | Depreciation | Deletions | September at

2008 30,2008 | 2008 for the 30,2008 | September
Building 769,663 - 769,66 120,92 13,73 - 134,66 635,00
Plant and 3,683,637 747,908 2,830 4,428,7102,526,44 133,50 2,830 2,657,121 1,771,59
machinery
Computer 438,597 39,491 100 477,98 297,04 36,81 31 333,82 144,16l
equipments
Office 116,691 15,268 304 131650 83,92 6,702 304 90,32 41,32
equipment
Furniture’s 422,939 53,70} 1,528 475,111 339,75 21,09 1517 359,32 115,79
and fittings
Vehicles 9,174 904 8,27 3,84¢ 1,524 407 4,967 3,33
Total 5,440,696 856,368 5,666| 6,291,399 3,371,942 213,373 5089 3580224 2,711,173
Add: Construction in Progress 268,62

Total

2,979,794




Cost Accumulated depreciation Carrying
Particulars Asat | Additions | Disposals As As | Depreciation |Deletions Asat | amount as
April at March | at April | for theyear March | at March
1, 2007 31,2008 |  1,2007 31,2008 | 31,2008
Building 634,230 135,433 - 769,663 94,656 26,268 - 120,924 648,739
Plant 3,180,761 508,820 5,949| 3,683,632 2,341,233 187,414 2,202| 2,526,445 1,157,187
and
machinery
Computer 353,874 84,857 134 438,597 204,953 92,230 134 297,049 141,548
equipments
Office 103,935 12,803 47 116,691 71,989 11,982 43 83,928 32,763
equipment
Furniture and 386,994 37,209 1,264 422,939 303,712 36,975 937| 339,750 83,189
fittings
Vehicles 8,766 4,448 4,040 9,174 2,439 3,788 2,381 3,846 5,328
Total 4,668,560 783,570 11,434 | 5,440,696 | 3,018,982 358,657 5,697 | 3,371,942 | 2,068,754
Add: Construction in Progress 113,031
Total 2,181,785
L eased Assets

The Group’s leased assets include certain builddmgsmotor vehicles. As at September 30, 200 ¢earrying amount of buildings
and vehicles is Rs. 268,586 (September 30, 2083,;308; March 31, 2008: Rs. 271,125) and Rs. 3(3@btember 30, 2007: Rs.
7,719; March 31, 2008: Rs.5,328) respectively.

Construction in progress

Amounts paid towards the acquisition of propertgnpand equipment outstanding at each balance daé=and the cost of property,
plant and equipment that are not ready to be patlse are disclosed under construction-in-progress

5. Intangible assets

Intangible assets comprise the following:

Asat Asat
September 30, 2008 March 31, 2008
Goodwill 50,438 50,796
Other intangible assets 132,026 131,511
Total 182,464 182,307

The amount of Goodwill as at September 30, 2008 March 31, 2008 has been allocated to the Onlimal® services cash
generating unit.

6. Investmentsin associates

In March 2006, MF Global Overseas Limited (MFGY;eoup incorporated in United Kingdom acquired 706l&f equity share capital of
MF Global Sify Securities Private Limited, formef§an Financial-Sify Securities India Private Lindt€MF Global) from Refco Group

Inc., USA (‘Refco’). As at March 31, 2008, 29.85%\MF Global equity shares is held by the Companye Temaining 70.15% is owned
by MFG, an unrelated third party. MFG is a sulaigiof MF Global Limited, Bermuda.

A summary of key unaudited financial informationMF Global and its subsidiaries which is not ad#dsfor the percentage ownership
held by the Group is presented below:



Balance Sheet Asat Asat

September 30, 2008 March 31, 2008
Total Assets 7,401,054 7,893,663
Total Liabilities 5,679,943 6,290,602
Shareholders’ equity 1,721,111 1,603,061
Total Liabilities and Shareholders’ equity 7,401,054 7,893,663
Statement of Operations Three months ended Half year ended

September 30, September 30, September 30, September

2008 2007 2008 30, 2007
Revenues 449,841 534,906 847,278 943,402
Net Profit 81,364 135,886 124,277 338,

7. Cash and cash equivalents
Cash and cash equivalents as at September 30 a20@@ted to Rs. 1,324,101 (Rs. 2,003,024 as ae®betr 30, 2007; Rs. 1,507,327 as
at March 31, 2008). This includes cash-restricteRs 785,200 (Rs. 14,333 as at September 30, Rf7878,582 as at March 31, 2008),
representing deposits held under lien against theking capital facilities availed and the bank @gudees given by the Group towards
future performance obligations.

Non current Asat Asat
September 30, 2008 March 31, 2008
Against future performance obligation 1,000 1,000
Current
Restricted-deposits held under lien against teandd overdraft facilities 784,200 877,582
Cash and bank balances 538,901 628,745
Cash and cash equivalents 1,323,101 1,506,327
Bank overdrafts (1,085,074) (617,637)
Cash and cash equivalents in the statement offtass 238,027 888,690

8. Leaseprepayments

Asat September  Asat March 31, 2008

30,2008
Towards land 550,631 553,051
Towards buildings 301,546 15,858
852,177 568,909

* In respect of prepayments towards land, title isexpected to pass to the Group by the end ofehsel term, indicating that the
Group does not receive substantially all of thesriand rewards incidental to ownership and accghgithe upfront amount paid to
obtain the right to use the land is accounted fooerating lease prepayments and are amortisedto/éease term in accordance
with the pattern of benefits provided.

* In respect of buildings, prepayments made towardislings accounted for as operating leases are t@sadrover the lease term in
accordance with the pattern of benefits providatdcase prepayments are made towards buildingsuated for as finance leases,
such prepayments are capitalized as ‘LeaseholdliBgsd’ on the commencement of the lease term utidehead ‘Property, plant
and equipment’ and depreciated in accordancethvitlepreciation policy for similar owned assets.



9. Tradeand other receivables

Trade and other receivables comprise:

Asat September 30, Asat March 31,
2008 2008
(i) Trade receivables, net 1,894,045 1,694,542
(ii) Other receivables including deposits 548,751 526,184
2,442,796 2,220,726

Trade receivable as at September 30, 2008, Septe&d@b2007 and, March 31, 2008 are stated netl@ivahce for doubtful receivables.
The Group maintains an allowance for doubtful reakies based on its age and collectability. Trabeivables are not collateralised
except to the extent of refundable deposits redefrem cybercafé franchisees and from cable telewvisperators. Trade receivables
consist of:

Asat September 30, Asat March 31,
2008 2008
Due from customers 2,049,401 1,777,858
Less: Allowance for doubtful receivables 155,356 83,316
Balance at the end of the period / year 1,894,045 1,694,542

The activity in the allowance for doubtful accourgseivable is given below:

September 30, 2008 March 31, 2008

Balance at the beginning of the year 83,316 101,624
Add : Additional provision 94,354 131,954
Less : Bad debts written off 22,314 150,262

Balance at the end of the period / year 155,356 83,316




10. Capital and reserves

Reconciliation of movement in Capital and reserves
Attributable to equity holders of the company

Particulars Share Share Share | Trandation Recognisaed Fair Share of Retained Total Minority Total
capital premium based Reserve actuarial value gainsand Earnings/ interest equity
payment gain/ (loss) reserve lossesfrom | (Accumulat
reserve associates ed deficit)
accounted
using equity
method
Balanceat April 1, 2008 441,018 | 16,368,647 149,398 (153) 1,085 (1,080) (9,669) | (12,254,262) 4,694,984 199,907 4,894,891
Total recognized income and - - - (2,967) (2,414) (1,548 (1,859) (426,50D) (435,297) 26,482| (408,815)
expense
Share-based payments - - 31,377 - - - - - 31,377 - 31,377
Others - 6,570 - . 6,570 6,57
Balance at September 30, 441,018 | 16,375,217 180,775 (3,120) (1,329) (2,628) (11,528) | (12,680,771) 4,297,634 226,389 4,524,023
2008
Particulars Share Share Share Trandation Recognisaed Fair Shareof Retained Total Minority Total
capital premium based Reserve actuarial value gainsand Earningy interest equity
payment gain/(loss) reserve lossesfrom (Accumulat
reserve associates ed deficit)
accounted
using equity
method
Balanceat April 1, 2007 428,003 | 16,262,096 101,540 (316) 2,944 - 10,793 | (12,266,154) 4,538,906 169,765 4,708,671
Total recognised income and - - - 204 (1,609) 42 (7,478 (94,632) (103,473) 186, (89,287)
expense
Share-based payments - - 29,323 - - - - 29,323 - 29,323
Stock options exercised 198 4,466 - - - - - - 4,664 - 4,664
Balance at September 30, 428,201 | 16,266,562 130,863 (112) 1,335 42 3,315 | (12,351,945) 4,469,420 183,951 4,662,212
2007




11. Employee benefits

Gratuity payable

Compensated absences

The following table set out the status of the gtatplan:
Changein projected benefit obligation

Projected benefit obligation at the beginning & period / year
Service cost

Interest cost

Actuarial (gain)/ loss

Benefits paid

Projected benefit obligation at the end of the period / year

Changein plan assets

Fair value of plan assets at the beginning of #véogd / year
Expected return on plan assets

Actuarial (gain) / loss

Employer contributions

Benefits paid

Fair value of plan assets at the end of the period / year

Present value of projected benefit obligation ateéhd of the period / year
Funded status of the plans
Funded status net of liability recognised in the balance sheet

The components of net gratuity costs arereflected below:

Service cost

Interest cost
Expected returns on plan assets

Net gratuity costs

Asat Asat
September 30, 2008 March 31, 2008
18,966 8,592
45,602 33,658
64,568 42,250
Asat Asat
September 30, 2008 March 31, 2008
27,332 20,785
6,034 8,533
1,519 1,639
3,298 2,393
(1,973) (6,018)
36,210 27,332
18,741 8,423
836 957
(359) (423)
- 15,801
(1,972) (6,018)
17,244 18,740
36,210 27,332
17,244 18,740
18,966 8,592
Half year ended Half year ended
September 30,2008 September 30,2007
6,034 4,266
1,519 820
(836) (478)
6,717 4,608




Financial Assumptions at Balance Sheet date:

Asat Asat

September 30, 2008 Mar ch 31, 2008
Discount rate 8.75% P.a 7.85% P.a
Long-term rate of compensation increase 8.00% P.a 6.00% P.a
Rate of return on plan assets 8.00% P.a 7.50% P.a

The Group assesses these assumptions with theciajéong-term plans of growth and prevalent ingust
standards.

Historical information Asat Asat
September 30, 2008 March 31, 2008
Present value of the defined benefit obligation 36,210 27,333
Fair value of plan assets 17,244 18,741
Deficit in the plan 18,966 8,592
Experience adjustment on plan liabilities 530 1,489
Experience adjustment on plan assets (359) (423)

The Group expects Rs.8,500 in contributions to &id po the funded defined benefit plans for yeatimgm March
31, 2009.

Actuarial gainsand lossesrecognised in equity

Asat Asat
September 30, 2008 March 31, 2008

Actuarial gain / (loss) (3,658) (1,859)
(3,658) (1,859)

IFRIC 14,1AS 19 — The limit on a defined benefit asset, mumh funding requirements and their interaction
provides guidance on assessing the limit in IAS&%he amount of the surplus that can be recograsezh asset.
It also explains how the pension asset or liabititsry be affected by a statutory or contractual mimn funding
requirement. IFRIC 14 has become applicable tadbmpany effective April 1, 2008. There amendnuogs not
have a significant impact on the Group.

12. Borrowingsfrom banks

Asat Asat
September 30, 2008 March 31, 2008
Non-Current
Term loans 183,333 -
183,333 -
Current
Term loans 200,000 -
Loan against fixed deposits 85,000 85,000
Other working capital facilities 57,980 71,426

342,980 156,426




1. The Group has an outstanding balance towards team &f Rs. 383,333 (Rs Nil as at 31 March 200&)mfr
bankers to funding its purchase of fixed assetsis #erm loan is secured by fixed deposits and rabhefixed
assets of the Group. The loan bears interest.&80%2p.a and is repayable in 24 monthly installment

2. The Group has short term borrowings of Rs. 85,(R€.85,000 as at 31 March 2008), from its bankers fo
working capital requirements. The borrowings amused by fixed deposits held by the Group. The dwimgs
bear interest ranging from 9% - 11% p.a.

3. Other working capital facilities are secured byharge on the current assets and book debts of dhepény.
These are short term borrowings and bear intesggting from 3.8%-4% p.a. Such facility generafiyfar a
period that ranges from 90 to 120 days.

13. Revenue

Three months ended Half year ended

September 30,2008  September 30, 2007  September 30, 2008  September 30, 2007

Rendering
of services
Service revenue 1,333,935 1,213,676 2,625,774 8660
Initial franchise fee 8,699 13,048 16,872 26,327
Installation service revenue 74,208 77,518 128,963 149,593

1,416,842 1,304,242 2,771,609 2,566,726
Sale of products 181,214 167,262 329,074 309,879
Total 1,598,056 1,471,504 3,100,683 2,876,605

14. Cost of goods sold and servicesrendered

The Group’s cost of goods sold and services reddeuenbers are before any depreciation or amonisdtiat is
direct and attributable to revenue sources. Thai@soasset base deployed in the business is niby spkt into a
component that is directly attributable to a bussnend a component that is common / indirect tthelbusinesses.
Since a gross profit number without depreciatiod amortisation does not necessarily meet the abgeof such a
disclosure, the Group has not disclosed grosstpnofinbers but disclosed all expenses, direct aditeict, in a
homogenous group leading directly from revenueperating margin.

15. Personnel expenses

Quarter Ended Half year ended
September  September 30, September September
30, 2008 2007 30, 2008 30, 2007
Salaries and wages 317,269 206,155 616,453 419,660
Contribution to provident fund and other funds %3 10,883 27,921 20,514
Staff welfare expenses 8,301 8,047 18,641 15,555
Employee Stock compensation expense (Refer tol@jte 13,871 15,358 31,377 29,323
354,747 240,443 694,392 485,052
Attributable to Cost of goods sold and serviceslezad 191,062 129,761 371,967 234,843

Attributable to selling, general and administrates@enses 163,685 110,682 322,424 250,208



16. Share-based payments

Share based payments are designed as equity-seldlesl. Under the equity settled plans, the Groag issued
stock options under Associate Stock Option PlanGR¥ 1999, ASOP 2000, ASOP 2002, ASOP 2005 and ASOP
2007.

The terms and conditions of ASOP are disclosechénGonsolidated Financial Statements as at anthéwyear
ended March 31, 2008. During the quarter endede&dper 30, 2008 the Company has issued 10,000nspdioder
ASOP 2007.

The fair value of share options granted during goarter ended September 30, 2008 was estimated thsn
following assumptions:

1. Dividend Yield — 0%

2. Assumed Volatility — 55.62% - 56.91%

3. Risk free rate — 3.45%

4. Expected term —3.0 -4.5yrs

The basis of measuring fair value is consistert Wiat disclosed in the Consolidated Financiale®hants as at and
for the year ended March 31, 2008.Compensation rexstgnized for the quarter ended September 308 20
Rs.13,871, Rs.15,358 during the quarter ended Séyete 30,2007.

17. Net Finance income and expense

Three months ended Half year ended
September 30, September 30, September 30, September 30,
2008 2007 2008 2007

Interest income on bank deposits 27,360 5.983 53,821 14,716
Interest income from leases 3,050 35,734 9,543 389,5
Others 1,542 - 1,893 -
Financeincome 31,952 41,717 65,257 84,255
Interest expense on financial liabilities (132) (200) (271) (361)
leases
Bank charges (17,338) (7,064) (27,605) (11,749)
Other interest (34,554) (60) (57,927) (4,214)
Finance expense (52,024) (7,324) (85,803) (16,324)
Net finance income/ (expense) (20,072) 34,393 (20,546) 67,931

recognised in profit or loss




18. Earningsper share

Quarter ended Half year ended
September 30, September 30, September 30, September 30,
2008 2007 2008 2007
Net profit / (loss ) — as reported (293,786) (49,311) (426,509) (94,632)
Weighted average number of shares — Basic 45,3@7,75 42,814,555 45,992,815 42,805,968
Profit / (loss) per share (6.48) (1.15) (9.27) 20.
Weighted average number of shares — 45,327,756 42,814,555 45,992,815 42,805,968
Dilutive
Profit / (loss) per share (6.48) (1.15) (9.27) 202.
19. Segment Reporting
The primary operating segments of the Group are:
» Corporate network/data services, which providesrirt, connectivity, security and consulting, hugtand
managed service solutions;
» Internet access services, from home and througbrcges,
» Online portal services and content offerings and
»  Other services, such as development of conter@-fearning.
Three months ended September 30, 2008
Corporate Internet  Online portal Consumer Other Total
Network / access services One Services
Data Services services (sub-total)
A B A+B
Total Segment Revenue 1,090,394 298,184 50,375 348,559 133,046 1,571,999
Segment Expenses allocated (746,810) (346,475) ,6484 (401,123) (92,478) (1,240,411)
Segment Operating Income 343,584 (48,291) (4,273) (52,564) 40,568 331,588
Unallocated Corporate (480,932)
expenses
Depreciation and (121,574)
Amortisation
Foreign exchange gain / (loss) (1,808)
Other income / (expense), net 15,081
Net Interest income (20,072)
Equity in profit of associate 24,287
Minority Interest (18,244)
Income Taxes (22,094)

Net Profit/(loss)

(293,768)




Three months ended September 30, 2007

Corporate Internet  Online portal Consumer Other Total
Network / access services One Services
Data services (sub-total)
Services
A B A+B
Total segment revenue 923,512 404,664 49,723 454,387 93,605 1,471,504
Segment Expenses allocated (585,679) (373,647) (77,252) (450,899) (82,213)(1,118,791)
Segment Operating Income 337,834 31,017 (27,529) 3,488 11,392 352,713
Unallocated corporate (331,584)
expenses
Depreciation and (127,309)
Amortisation
Foreign exchange gain / (loss) (675)
Other income / (expense), net 11,892
Net Interest income 34,393
Equity in profit of associate 40,469
Minority Interest (8,508)
Income Taxes (20,702)
Net Profit/(loss) (49,311)
Half year ended September 30, 2008
Corporate Internet  Online portal Consumer Other Total
Network / access services One Services
Data services (sub-total)
Services
A B A+B

Total Segment Revenue 2,081,663 623,490 99,555 723,044 269,918 3,074,626
Segment Expenses allocated (1,383,462) (704,120) (112,064) (816,184) (199,832) (2,399,478)
Segment Operating Income 698,201 (80,630) (12,509) (93,140) 70,085 675,148
Unallocated Corporate (868,864)
expenses
Depreciation and (233,369)
Amortisation
Foreign exchange gain / (loss) 17,272
Other income / (expense), net 33,585
Net Interest income (20,546)
Equity in profit of associate 37,097
Minority Interest (26,482)
Income Taxes (40,330)

Net Profit/(loss)

(426,509)




Half year ended September 30, 2007

Corporate Inter net Online  Consumer Other Total
Network / access portal One Services
Data services services  (sub-total)
Services
A B A+B
Total Segment Revenue 1,771,753 818,085 94,090 912,175 192,677 2,876,605
Segment Expenses allocated (1,103,892) (755,500) (155,277) (910,777) (167,048) (2,181,716)
%gment Oper at|ng |ncome 667,862 62,585 '61,187 1,398 25,629 694,889
Unallocated Corporate (628,164)
expenses
Depreciation and (247,725)
Amortisation
Foreign exchange gain / (loss) (20,019)
Other income / (expense), net 23,235
Net Interest income 67,930
Equity in profit of associate 65,172
Minority Interest (14,186)
Income Taxes (35,764)
Net Profit/(loss) (94,632)

20. Capital Commitments

Contracts pending to be executed on capital accasiat September 30, 2008 and not provided for38s/28 (net
of advances Rs. 382,989),[as at September 30, B30#4,212 (net of advances Rs. 119,786); March2808

Rs.111,384 (net of advances Rs. Rs,507,157). litiawldthe Company has a commitment to make paysnent

aggregating to Rs.464,500 (USD 10 million) to Engisalntegrated Telecommunications Company PJSCruhéde

agreement for supply of capacity from the EuropdidnGateway, of which the Company has already made

payments amounting to Rs. 50,833 (USD 1.1 milliasat September 30, 2008.
21. Contingencies

a) During the year ended March 31, 2006, the Gruagh received a notice from the Income-Tax Departroén
India for the financial years 2002 and 2003 foum®f Rs.103,000 on a plea that no withholding texs deducted
in respect of international bandwidth and leased payments made by the Group to international wathhl / lease
line service providers. Subsequently, the demansl negised to Rs. 77,724 by the income tax autlesriéind the
Group was directed to pay the amount of demandstaiments. Accordingly, the Group paid a sum of Hs724.

The Group considered that the likelihood of thesla@®ntingency was remote and no provision for ibes |
contingency was necessary. Subsequently, Grouprdwesved an order in it's favour from the IncomaxT
Authorities and refund for the same has been redeiluring the current reporting period.

b) The Group has outstanding financial and perfoiceaguarantees for various statutory purposes eiterd of
credit totalling Rs.1,044,487 , Rs. 645,327 and 3,961 as at September 30, 2008, September BQ, &6d
March 31, 2008 respectively. These guaranteegarerally provided to governmental agencies.

c) Additionally, the Group is involved in other diges, lawsuits, claims, governmental and/or regoja
inspections, inquiries, investigations and procegsli The Group does not foresee any material aglwdfsct on its
financial position, results of operations or cdsiwé in any given accounting period.



22. Legal proceedings

The Group and certain of its officers and directnes named as defendants in a securities classdatisuit filed
in the United States District Court for the South&istrict of New York. This action, which is captied In re
Satyam Infoway Ltd. Initial Public Offering Secuei Litigation, also names several of the undeessiinvolved in
Sify’s initial public offering of American Deposita Shares as defendants. This class action is htagbehalf of
a purported class of purchasers of Sify’s ADSs fithin time of Sify’s Initial Public Offering (“IPO”jn October
1999 through December 2000. The central allegatiathis action is that the underwriters in SifyRBO solicited
and received undisclosed commissions from, andethiato undisclosed arrangements with, certaiestars who
purchased Sify’'s ADSs in the IPO and the aftermarkbe complaint also alleges that Sify violated thnited
States Federal Securities laws by failing to diselm the IPO prospectus that the underwritersemadged in these
allegedly undisclosed arrangements. More than 8Qeers have been named in similar lawsuits.

In July 2002, an omnibus motion to dismiss all ctaimts against issuers and individual defendarftBaaéd with
issuers was filed by the entire group of issueedeénts in these similar actions. In October 282 cases against
the Group’s executive officers who were named dsrdiants in this action were dismissed without yatige. In
February 2003, the court in this action issuedlétsision on defendants’ omnibus motion to dismi$ss decision
denied the motion to dismiss the Section 11 clasntoathe Group and virtually all of the other issdefendants.
The decision also denied the motion to dismissSteetion 10(b) claim as to numerous issuer defesdantiuding
the Group. On June 26, 2003, the plaintiffs in ¢basolidated IPO class action lawsuits currentlydieg against
Sify and over 300 other issuers who went publisMeen 1998 and 2000, announced a proposed settlemidnt
Sify and the other issuer defendants. The propsett&ment provided that the insurers of all segtissuers would
guarantee that the plaintiffs recover $1 billioorfr non-settling defendants, including the investnigamks who
acted as underwriters in those offerings. In thengthat the plaintiffs did not recover $1 billiche insurers for the
settling issuers would make up the difference. Phaposed settlement was terminated on June 25, 20bwing
the ruling by the United States Court of Appealstfe Second Circuit on December 5, 2006, revertiagDistrict
Court’s granting of class certification.

On August 14, 2007, the plaintiffs filed Amendedd#a Allegations. On September 27, 2007, the Ritsiriiled a
Motion for Class Certification. Defendants filedMéotion to Dismiss the focus cases on November @72@n
March 26, 2008, the Court ruled on the Motion temiss, holding that the plaintiffs had adequatdgaged their
Section 10(b) claims against the Issuer Defendantsthe Underwriter Defendants in the focus cadssto the
Section 11 claim, the Court dismissed the clainmught by those plaintiffs who sold their securities a price in
excess of the initial offering price, on the grosiridat they could not show cognizable damagespgrttiose who
purchased outside the previously certified clagsode on the grounds that those claims were timeelia This
ruling, while not binding on the Group’s case, pdes guidance to all of the parties involved irstliigation. On
October 2, 2008, plaintiffs requested that the scleartification motion in the focus cases be wigtvelr without
prejudice. On October 10, 2008, the Court sigmedrder granting that request.

The parties intend to file a motion for preliminagproval of a proposed settlement between allgsarincluding
the Group and its former officers and directorsy Alirect financial impact of the proposed settletigrexpected to
be borne by the Company’s insurers. The Group Wedighat it has sufficient insurance coverage teecdhe

maximum amount that it may be responsible for utderproposed settlement. The Group believes, #ndmum

exposure under this settlement is approximately.$J388,983.05, an amount which the Group beliesefully

recoverable from the Group’s insurer.

The Group is a party to other legal actions. Basethe available information, as of September 8082 the Group
believes that it has adequate legal defenses ésethctions and that the ultimate outcome of thesens will not
have a material adverse effect on it.



23. Related parties

The following is a summary of significant transaas with related parties:

Half year ended Half year ended Year ended

September 30, 2008  September 30, 2007 March 31, 2008
Transactionswith related parties
Payments to Directors (Fees for consultancy 60 60 240
services)
Sale of services (see note 1 below) 6,473 -
Purchase of goods - - 3,796
Balance dueto/ receivable from related parties
Deposit for land and advance rent (see note 2 282,825 - -
below)

Note:

1. Represents invoices raised in relation to sesviendered to MF Global Sify Securities Privatmitéd, an equity
accounted affiliate.

2. Represents deposit made to VALS Developers frivenited (a company in which Mr. Ananda Raju Vege,
Executive Director is interested) towards propérgse.

24. Financial risk management

The Groups financial risk management objectivesoitties are consistent with that disclosed ind¢basolidated
financial statements for the year ended March 8082

Credit Risk: The credit risk is the risk that financial lossmy arise from a possible failure of a customer or
counterparty to meet its obligations under a cantraVith regard to Group’s activities trade reediles, treasury
operations and other activities that are in theimgadf leases give rise to credit risks.

Credit risk is managed through credit approvaltaldishing credit limits and continuously monitagithe credit
worthiness of the customers to which the Compaawytgrcredit in the normal course of the business.

Since services are provided to and products aiek teotustomers spread over a vast spectrum, thepGeonot
exposed to concentration of credit to any one siegktomer.

In the area of treasury operations, the Group ésemtly exposed to counter-party risks relatinghort term and
medium term deposits placed with Public-Sector Bams also to investments made in Mutual Funds (MF)
managing this, the Group is driven by three fundaale of prudent cash management, safety, liquiaity yield.
The Chief Financial Officer is responsible for moning the counterparty credit risk, and has beestad with the
authority to seek Board’s approval to hedge susksrin case of need.

Liquidity Risks: Liquidity risk is the risk that one or more of @&ip entities may fail to meet its financial
obligations on time. The Group’s approach to mamgdjiquidity is to ensure, as far as possible, thatill always
have sufficient liquidity to meet its liabilitiesyithout incurring unacceptable losses or riskingndge to the
Group'’s reputation. Typically the Group ensureg thhas sufficient cash on demand to meet expegpedational
expenses, servicing of financial obligations. lwliidn, the Group has concluded arrangements wih reputed
Banks, and has unused lines of credit that couldraemn upon should there be a need. The Compaaigadsin the
process of negotiating additional facilities withriks for funding its requirements. Subsequentéddalance sheet
date, the Company has revised some of its long tenmmitments such as the ELCOT land arrangemenarelc
sought / obtained refund of deposits made.



Currency Risk: The Group’s exposure in USD denominated transastgives rise to Exchange Rate fluctuation
risk. Group’s policy in this regard incorporates:

» Forecasting inflows and outflows denominated in W@% twelve-month period

» Estimating the net-exposure in foreign currencytemms of timing and amount

» Determining the extent to which exposure shouldpbetected through one or more risk-mitigating
instruments to maintain the permissible limits n€overed exposures.

» Carrying out a variance analysis between estimateactual on an ongoing basis, and taking stop-loss

action when the adverse movements breaches the afierbof deviation, subject to review by Audit
Committee.

25. Subsequent Events

a. Acquisition of Minority Interest in Subsidiary

During January 2008, the Board of Directors of Sifyproved the merger of its subsidiary, Sify Comitations
Limited with the Company. The Boards of each df &ind Sify Comm determined that a merger woulddpoe
cost savings efficiencies and, as a combined efugwgefit all shareholders. The Board then sulenhithe proposed
merger to the shareholders and to the High CouMadras for approval. In August 2008, while apicfor the
merger was pending, the Indian government propossd regulations regarding the delivery of intersetvices
and was expected to announce changes to the muli@rning the spectrum for the delivery of wireldssa. The
Board reviewed these regulatory changes and detedhthat it would be in the best interest of eanimmany to
remain as separate entities, as opposed to comgbtha entities as contemplated by the proposed energhe
Company submitted a petition to the High Court afdvhs to withdraw the merger, and such petition apsoved.

In October 2008, the Company again evaluated tasilfdity of a merger between Sify and Sify Comnd dhe
Board of Directors of the Company at their meetietd on November 24, 2008 approved the mergerfgfGGmm
with retrospective effect from April 1, 2008, sutijeo approval by the Shareholders, the Honourblidgga Court
and other statutory authorities. The Board comsitiehe deterioration of the Indian and global eroy, and its
effect on the Company’s performance during thet fialf of fiscal 2009 as well as the impact of alpnged
economic downturn on the Company during the third fourth 2009 fiscal quarters. Additionally, thevernment
regulations were not effected by the Indian goveaniras proposed in August 2008. The Board evalutitese
issues and determined that a combined entity wprddide cost savings and increased cash flow, &edigthen
the Company’s ability to borrow additional fundsnecessary. Accordingly, the Board of Sify detered that the

merger should again proceed and sought sharehafgfmoval, and submitted the merger to the High Colir
Madras for approval.

b. Surrender of leasehold land

The Company had during the year ended March 318 28ken on lease 16.97 acres of land from Eleasoni
Corporation of Tamil Nadu (ELCOT) for a period d® 9ears. The Company had paid a sum of Rs.555,616 a
refundable security deposit towards such land. &qylent to the balance sheet date, the Companyibadsdions
with ELCOT to consider the option of surrenderirfig4dR acres of land out of the total land allott€dnsequent to
such requests made, ELCOT has, subsequent to fhecbasheet date, refunded to the Company a sum of
Rs.374,576 representing proportionate sum of refaledsecurity deposit. In March 2009, the Compaasy made a
request for refund of the security deposit relatmthe balance 5.55 acres of land.

Under the arrangements with ELCOT, the Companynhade payments amounting to Rs 10,450 towards farsts
setting up common infrastructure. Consequent th saquest to surrender land to the ELCOT, the Gmyhas
made applications in March 2009 for refund of thets paid for setting up common infrastructure.



26. Company entities

% of Ownership interest

Country
Particulars of incorporation
Significant subsidiaries September 30, 2008 September 30, 2007
Sify Communications Limited India 74 74
Sify International Inc us 100 100
Sify Networks Private Limited India 100 100
India World Communications Limited * India - 100
Sify Americas Inc * us - 100
Globe Travels Inc * us - 100
Associates
MF Global-Sify securities India 29.85 29.85

India Private Limited
* - wound up during the period.




