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Financial Highlights
Summary Statement 1999 1998 1997
Year Ended December 31

(in thousands, except per share data)

Total Revenues $ 162,117 $ 167,975 $124,338

Gross Profit $ 62,817 $ 63,004 $ 36,754

Income from Operations $ 30,003 $ 34,978 $ 13,207

Net Income $ 21,454 $ 24,631 $ 10,196*

Earnings Per Share, Diluted $ 0.55 $ 0.63 $ 0.26*

Weighted Average Number of 39,049 39,294 39,083**
Shares Outstanding, Diluted

At Year End

Cash/Cash Equivalents (in millions) $ 64 $ 65 $ 33

Working Capital (in millions) $ 65 $ 59 $ 35

Days Receivable Outstanding 52 50 57

* Pro Forma data for 1997.

** Gives effect to 3:2 stock split effective April 22, 1998.
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Company Profile

Syntel (Nasdaq: SYNT)

helps leading

organizations fully

integrate advanced

technologies to build

their own Digital

EcosystemsSM. This is

accomplished through a

full suite of e-Business

offerings including: 

Web Solutions, Data

Warehousing, Customer

Relationship

Management (CRM), and

Enterprise Application

Integration (EAI). With 16

offices worldwide plus

three world-class Global

Development Centers in

the U.S. and India, Syntel

and its more than 1,900

dedicated and talented

employees are 

"The Architects of eSM."



Nineteen ninety-nine was a very exciting time for Syntel.

Over the course of the year, we virtually transitioned 

ourselves into an e-Business company, while some of 

our competitors were still focusing on the Year 2000

(Y2K) issue. With a full suite of e-Business solutions,

Syntel now has the unique ability to provide a

broad array of IT services in a one-stop fashion.

Syntel is now well situated to cross-sell and

expand product offerings throughout both

Fortune 1000 and dot com companies.

Even the industry analysts are 

noticing Syntel's transformation: 

"Syntel is now strongly positioned 

to take advantage of the market for 

e-Business consulting and planning 

while other consulting organizations are still

searching for the door marked ‘Y2K EXIT.’ ”

– Giga Information Group



Dear Fellow Shareholder:
Nineteen ninety-nine was a challenging year for the Information

Technology (IT) industry and truly a year of aggressive transition for Syntel. The industry as a
whole was affected while companies delayed their IT projects and concentrated on solving
the Year 2000 issue. I’m pleased that we recognized the opportunity to develop strong
competencies in e-Business well ahead of the competition. This foresight has positioned us
nicely for the new wave of demand in the industry. 

Over the course of the year, we had several major accomplishments:

• Syntel continued to focus on expanding our e-Business practice, which grew to 21
percent of 1999 revenue. The four main components of this growing advanced
technology group are: Web Solutions, Data Warehousing, Customer Relationship
Management (CRM), and Enterprise Application Integration (EAI).

• We gained access to new markets through the acquisitions of Métier, Inc. and IMG
Incorporated. We also acquired new talent in key e-Business areas with these
acquisitions and strengthened our presence on the West Coast. 

• We continued actively retooling our technical consultants in e-Business platforms, an
aggressive effort that began in 1998. By the end of the fourth quarter, we successfully
trained over 400 of our employees in e-Business solutions. 

• We expanded our sales organization in the first half of 1999, which directly affected 
the size and quality of our opportunity pipeline as we exited the year. In fact, Syntel’s
opportunity pipeline is now the strongest it has ever been and we see continued 
interest in the e-arena for our services. Our sales organization continues to focus on 
e-Business and Applications Outsourcing and we are pleased with our prospects in both
of these areas. 

• Our Global Delivery teams continued to provide exceptional service to our 
customers. That fact, plus a planned migration of our business mix toward

e-Business and Applications Outsourcing/Management, resulted in
record gross margins.

• Syntel initiated several key relationships with new
customers to provide e-Business solutions and

Applications Outsourcing services includ-
ing: Kemper Insurance, GTE, School
Specialty, Budget Rent a Car, and
Humana. In addition, we signed a multi-
million dollar contract renewal with Blue
Cross Blue Shield of Georgia.

• We targeted and developed strong
partnerships with several leading 
software vendors including: SAGA



Software, Aspect Communications, Oracle, Siebel, and Motive. These relationships
are already providing ample cross-selling opportunities.

• Early in 1999, Syntel began working on a new web incubator program for the 
company to invest in web start-up businesses and early stage web companies.
Through this program, Syntel provides the start-up capital, digital strategy, and 
e-commerce solutions for incubating companies. The web incubator concept 
provides several benefits to Syntel. It allows us to attract and retain top talent, 
provides our workforce with the hottest technical skills, enables us to consistently
retool our workforce, allows us to develop reusable components and processes that
can be leveraged across other projects, and helps to create shareholder value.

Outlook for the Future 
In 2000, we will continue bolstering our growing e-Business and

Applications Outsourcing offerings. We plan to: 

• Increase the e-Business revenue contribution to 30 percent of total revenues by
year-end, and expect a full 75 percent of our 2000 revenue to come from 
e-Business and Applications Outsourcing services. 

• Achieve solid top and bottom line growth while maintaining a strong balance sheet. 

• Further leverage our offshore capabilities. The company has capacity for more than
1,200 consultants at our two Global Development Centers in India. We can ramp up
very quickly as demand for services continues to climb without any additional
infrastructure investment or lag time.

• Launch an extensive branding campaign to showcase our end-to-end e-Business
offerings under the theme, "The Architects of e."

• Attain our goal of retooling 1,000 of Syntel’s workforce in the latest market-facing
advanced technologies.

• Expand cross-selling services to existing customers that already consider Syntel a
strong business partner. 

• Extend our successful web incubator program to create reusable developmental
components quickly and leverage employee expertise, collapsing time-to-market for
our customers. 

In Summary
The year 2000 offers tremendous opportunity for Syntel in the growing area

of e-Business services and we are well positioned to take full advantage of this opportunity. 

Sincerely,

Bharat Desai
Chairman and CEO

Syntel recognized
early the tremen-
dous opportunities
that the Internet
presents to dra-
matically impact
the business world.
We have positioned
ourselves well for
success in this
growing arena.



In 1999, we continued building a ready reserve of IT talent by

actively retraining our technical consultants in e-Business platforms, an aggressive

effort that began in 1998 — well ahead of our competition. By the end of the fourth

quarter, we successfully retrained over 400 of our employees in 

e-Business platforms and solutions, such as EJB, XML, HTML, Java,

JavaScript, OOT, and WebSphere. We have a plan in place to reskill 1,000

employees by the end of 2000. This tactic helps broaden our employees'

skill sets and, therefore, helps us diversify revenue sources. It also pro-

vides a strong career path and training opportunity for our technical

consultants to expand their knowledge in advanced technologies.

In addition to training our employees in the latest e-Business

applications, we are investing in the future of our company through a

unique Project Management Certification Program. This program is based

on a training curriculum specifically designed to give Syntel project man-

agers, team leaders, and promising senior programmer analysts the solid

education, training, and on-the-job skill development necessary to be

successful project managers in any IT environment. Upon completion of the program,

each student receives the prestigious Project Management Institute's Project

Management Professional (PMP) Certification as well as Syntel's own Project

Management Certification.

Acquiring 

Syntel was active on the acquisition front in 1999. After evaluat-

ing over 100 companies, we announced the acquisitions of IMG Incorporated and

Métier, Inc. Delivering on our commitment, we were extremely selective in our

acquisition strategy. We considered companies that would:

• Enhance our e-Business offerings. 

• Extend our geographic presence.  

• Provide access to new customers. 

• Bring a proven history of strong financial performance 

and controls.

The services 
component of 

global IT spending
is projected to
grow to $722 

billion by 2003.

– Gartner Group

Retraining

Acquiring



The two companies we selected in 1999 met these criteria. 

IMG is a technology consulting firm based in Beaverton,

Oregon which provides IT consulting services in a

variety of e-Business areas such as: web-acces-

sible data marts, EDI, and web application

development. The company was named one of

the top 25 fastest growing private companies in the

region by the Portland Business Journal in both 1999 and 1998. IMG's 

customers include: Nike, Xerox, and Tektronix, among others.

Métier is based in Los Angeles, California and specializes in

assisting middle market customers (particularly in 

the areas of healthcare, education, manufacturing,

and financial services) to successfully design and

implement e-Business solutions. Métier achieved Oracle’s prestigious recognition 

as an Oracle Business Partner. 

Through the acquisition of Métier, Syntel gained extensive

knowledge and comprehensive experience, while creating a strong presence on the

West Coast and obtaining access to strategic customers such as: DreamWorks SKG,

Fremont Compensation Insurance Group, Princess Cruises, PacifiCare Health Systems,

Sony Trans Com, and the California Institute of Technology.

Partnering

According to Information Week magazine, new development or

package implementation is predicted to seize the largest portion of the outsourcing

market. New development or package implementation will capture 28 percent of

outsourcing dollars by 2001, up from 22 percent in 1999. This is one reason why the

partnerships Syntel recently initiated are so important.

In 1999, Syntel targeted and developed strong partnerships with

several leading package software vendors including: SAGA Software, which is get-

ting a lot of positive attention for their Sagavista integration product; Aspect

Communications, whose Customer Relationship Portal allows companies to integrate

CRM applications into one centrally managed e-Business system; Oracle; Siebel; and

Motive. These relationships provide extensive benefits and are already providing

ample cross-selling opportunities. 

Business-to-business 
e-commerce will grow
to $3.1 trillion in 2004.
Business-to-consumer
e-commerce will grow
to $380 billion by 2003.

– Gartner Group

Partnering



The CRM industry is
just beginning and

is already at $4.5
billion per year.  

We expect an 
annual growth rate
of 40 percent over
the next five years. 

–Gartner Group

Throughout the year, Syntel continued to focus on building our 

e-Business practice. The four main components of this growing advanced 

technology group are: Web Solutions, Data Warehousing, Customer Relationship

Management (CRM), and Enterprise Application Integration (EAI).

Web Solutions: The web has had a profound effect on how

businesses and consumers alike shop, gather information, and communi-

cate. Demand has exploded for firms that can help businesses 

navigate the web and build applications that enable companies

to compete effectively using this medium. Our approach focus-

es on delivering solutions in the areas of web architecture,

web-based portals, and web-enabled applications. Some of

the most popular web applications can be found in the

business-to-business segment where large organizations are

selling millions of dollars of goods and services via their

web sites, as well as linking suppliers in electronic supply

chains to reduce costs and manage inventory. The business-

to-business segment on the web is anticipated to grow to

more than $3.1 trillion dollars in 2004. Early on, the web

was viewed as a novelty. Today, it has become the 

cornerstone of good business.

Data Warehousing: A data warehouse is

a repository of an enterprise's data that can be used for

information analysis and decision-making. Data is taken

from the original source, usually a client/server or main-

frame system, and placed into a data warehouse providing

access to the information regardless of platform, software,

and data formats. These systems are becoming increasingly

popular due to the competitive advantage they can offer. By

providing unbiased business intelligence, management is able to

make better decisions regarding customers and products. 

Customer Relationship Management (CRM): CRM is

a comprehensive solution that allows for full integration to e-commerce/per-

sonalized web content, marketing, sales, and customer support and service. These

solutions allow corporations to anticipate their customers’ desires, provide informa-

tion when it is needed, and resolve problems quickly. Once implemented, these 

systems not only improve a company's efficiency, but also increase revenue.

Enterprise Application Integration (EAI): EAI describes the

development of new strategic business solutions that are created by combining

existing legacy applications and packaged applications with new web and back

Building



office functionality. This approach to integration uses standardized middleware

frameworks and object technology to securely integrate functionality from 

disparate applications. Applications are functionally integrated using standardized

programming interfaces, distributed object technology, and reusable inter-applica-

tion middleware. These applications are integrated at a functional level, not just at

the user interface or data level. Since legacy and packaged applications serve other

functions, integration must be achieved without modification to these applications.

In addition to these e-Business services, Syntel continues

to offer Applications Outsourcing. Our Applications Outsourcing offering

provides a broad range of applications development services in

client/server architectures, Internet/intranet applications, and 

legacy systems. Our teams of software engineers have the depth

of experience, business knowledge, and established methodolo-

gies to handle any development project from COBOL to 

more advanced technologies such as Cold Fusion or 

Java-based platforms.

Syntel's Global Delivery Service takes advantage of

world-class development centers located in Cary, North Carolina;

Mumbai, India; and Chennai, India. Our key to success in 

executing large, complex Applications Outsourcing projects

hinges on these factors: 

• Focus on quality. Our facilities in India are ISO9001 certified

and have won quality recognition from Ford Motor Co., Target

Corporation (formerly Dayton Hudson Corp.), and

DaimlerChrysler.

• Proven, documented project methodologies. Our profession-

als work by the book, following established processes.  

• Experience. We have managed thousands of IT projects since

the company was founded in 1980 and have been executing global

development and maintenance projects since 1992.  

• Strong voice and data links, with built in redundancy, to ensure 

consistent and continual communication between Syntel's local and global IT

teams. In addition, our Customer Assistance Center provides 24x7 coverage. 

Syntel also continues to offer TeamSourcing®, our professional

staffing service. Our unique staff enhancement model provides customers with

immediate access to a wide range of highly skilled professionals from around the

world. TeamSourcing professionals work closely with customers on short- or long-

term projects in an array of industries to help design creative comprehensive solu-

tions. Using an innovative global recruiting model, Syntel locates, selects, and deliv-

ers the best technical consultant, or team of consultants, for each project. 

Many companies are
struggling internally
with their CRM
deployments, further
fueling interest in
outsourcing CRM
integration and 
customization 
services.  As a result,
more than 75 percent 
of companies will
outsource a portion
of their complex 
CRM application
development. 

–Meta Group Inc.



When it comes to winning customers, we realize that it is all about relationships. That is why we are so
proud of the fact that year after year, Syntel continues to generate a sizable portion of business from
repeat or referral customers.  

In 1999, Syntel began several key relationships with new customers to provide e-Business solutions and
Applications Outsourcing services.

After evaluating several technology solutions partners, GTE Data Services (GTEDS), the infor-
mation technology group of telecommunications giant GTE, selected Syntel for a multi-year,

multimillion dollar technology contract.

"Syntel will provide Internet development as well as software application
development and maintenance consulting services to GTEDS as part of a
Medicaid system management effort for the State of Missouri. We are
leveraging Syntel's deep experience in both the healthcare industry and 

in managing advanced technology initiatives to achieve optimum quality and the fastest
time-to-market." 

Deborah Anders
President, GTEDS Commercial Services

Syntel is currently developing and implementing a Data Warehousing solution for School Specialty,
Inc., the largest and fastest-growing supplier of non-textbook education products to educators in

the U.S. School Specialty offers over 60,000 different products to more than
108,000 U.S. schools.

"We chose Syntel for this strategic effort because they clearly demonstrated
an understanding of our business needs and the role advanced technology
can play to make us a more competitive corporation. This new Data
Warehousing solution will enable us to understand our customer needs, ana-

lyze our marketing effectiveness, and respond more quickly to changing business conditions." 

Michael Killoren, 
Chief Information Officer, School Specialty, Inc.

Syntel was contracted by Humana, a leading health insurance products corporation, to use its
Global Delivery Service to provide software application development and applications management

consulting services for Humana's business applications across multiple sites.

"We selected Syntel for this relationship based on their vast insurance industry
experience in cost-effective management of complex IT systems. We were also
impressed with Syntel's e-Business practices in Data Warehousing and Customer

Relationship Management. It is reassuring to know as our technology needs grow, Syntel is posi-
tioned to help us harness these emerging technology solutions." 

Bruce J. Goodman, 
Senior Vice President and Chief Information Officer, Humana

Winning



Selected Financial Data:
Five-Year Highlights (Unaudited)

The following tables set fourth selected consolidated financial data and other data concerning Syntel, Inc. for each of the last
five years.  The pro forma weighted average shares outstanding for all periods shown give effect to a 3:2 stock split effective
April 22, 1998.

(in thousands, except for per share data)

For the years ended December 31, 1999 1998 1997 1996 1995

STATEMENT OF INCOME DATA:

Revenues $ 162,117 $ 167,975 $ 124,338 $ 92,330 $ 90,326
Cost of revenues 99,300 104,971 87,584 67,083 70,014

Gross profit 62,817 63,004 36,754 25,247 20,312

Selling, general and administrative expenses 32,814 28,026 23,547 19,271 13,909

Income from operations 30,003 34,978 13,207 5,976 6,403

Other income, net 2,024 2,077 730 149 188

Income before income taxes 32,027 37,055 13,937 6,125 6,591

Income taxes (1) 10,573 12,424 3,517 350 436

Net income $ 21,454 $ 24,631 $ 10,420 $ 5,775 $ 6,155

Net income per share (diluted) $ 0.55 $ 0.63 $ 0.27 $ 0.15 $ 0.16   

Pro forma net income (2) $ 10,196 $ 4,379 $ 4,421

Pro forma net income per share $ 0.26 $ 0.11 $ 0.11

Weighted average shares outstanding (diluted) 39,049 39,294

Pro forma weighted average shares outstanding (diluted) 39,083 39,367 39,218

(1) For all periods shown through August 12, 1997, the Company elected to be treated as an S corporation and, as a result, the income of the Company has been

taxed for federal and state purposes (with exceptions under certain state income tax laws) directly to the Company's shareholders rather than to the Company. 

(2) Pro forma data reflect income tax provisions for the periods presented for federal and additional state income taxes as if the Company had been taxed 

as a C corporation.

(in thousands, except for per share data)

For the years ended December 31, 1999 1998 1997 1996 1995

BALANCE SHEET DATA:

Working capital $ 64,893 $ 58,862 $ 35,346 $ 1,842 $ 15,763
Total assets 122,468 104,235 65,232 32,992 29,140
Long-term debt – – – – –
Total shareholders' equity 90,361 64,147 39,585 6,145 19,209

OTHER DATA:

Billable headcount in U.S. 1,114 1,135 1,260 1,103 1,029
Billable headcount in India 225 413 478 190 107
Billable headcount at other locations 28 33 8 – –

Total billable headcount 1,367 1,581 1,746 1,293 1,136



Overview

Syntel is a worldwide provider of professional IT consulting
and applications management services to Fortune 1000
companies, as well as to government entities. The
Company's service offerings include Applications
Outsourcing, consisting of applications management ser-
vices for ongoing management, development and mainte-
nance of business applications; e-Business, consisting of the
integration and development of advanced technology appli-
cations including E-commerce, Web development, Data
Warehousing, CRM, Oracle, and SAP; and TeamSourcing,
consisting of professional IT consulting services.  For the
years ended December 31, 1997, 1998, and 1999, the
Company provided Year 2000 remediation services as a
component of the Applications Outsourcing segment.  All
Year 2000 remediation engagements were completed before
December 31, 1999.

The Company's revenues are generated from professional
services fees provided through three segments, Applications
Outsourcing, e-Business, and TeamSourcing. The Company
has invested significantly in developing its ability to sell and
deliver Applications Outsourcing and e-Business services,
and has shifted a larger portion of its business to engage-
ments within these two segments, which the Company
believes have higher growth and gross margin potential. The
following table outlines the revenue mix for the years
ended December 31, 1999, 1998, and 1997:

Percent of Total Revenues

1999 1998 1997

Applications Outsourcing 54% 63% 51%
e-Business 21 9 4
TeamSourcing 25 28 45

100% 100% 100%

On Applications Outsourcing engagements, the Company
typically assumes responsibility for engagement manage-
ment and generally is able to allocate certain portions of
the engagement to on-site, off-site and offshore personnel.
Syntel may bill the customer on either a time-and-materials
or fixed-price basis. While a significant portion of
Applications Outsourcing engagements have been histori-
cally on a time-and-materials basis, a significant share of
the Applications Outsourcing engagements started during
1999, 1998, and 1997 have been on a fixed-price basis. For

the years ended December 31, 1999, 1998, and 1997, fixed-
price revenues comprised approximately 37%, 36%, and
23% of total Applications Outsourcing revenues respective-
ly. Syntel recognizes revenues from fixed-price engagements
on the percentage of completion method. 

In order to properly reflect the growing demand for e-
Business services, the Company separated e-Business out for
management and reporting purposes during 1999.  While e-
Business engagements have been historically on a time-
and-materials basis, the Company began providing services
on a fixed price basis during 1999.  Fixed price revenues
comprised approximately 14% of e-Business revenues for
the year ended December 31, 1999.  

The Company made significant investments in the 
e-Business segment during 1999, consisting of two acquisi-
tions, training, and increased professional staffing in sales
and delivery. The acquisitions included the purchase of sub-
stantially all of the assets of Métier, Inc., a privately held
Los Angeles based consulting firm, specializing in the design
and implementation of data warehousing, e-commerce, and
ERM solutions for middle market clients, particularly in the
area of healthcare, manufacturing, and financial services.
Consideration included a cash payment of $17.4 million and
300,000 shares of Syntel Common Stock.  In addition, the
agreement provided for earnout payments not to exceed
$16 million based on revenues and earnings for a 24 month
period beginning January 1, 2000. In addition, the Company
acquired substantially all of the assets of IMG, Inc., a pri-
vately held company located in Beaverton, Oregon.
Consideration consisted of a cash payment of $.9 million.

The Company reskilled a very significant percentage of the
consulting base during 1999 in the latest advanced soft-
ware platforms, including JAVA, HTML, Object Oriented,
C++, RMI Cobra, JDBC, Cold Fusion, and Oracle. 

Historically, most e-Business engagements were billed on a
time-and-materials basis under the direct supervision of the
customer (similar to TeamSourcing engagements); however,
as the Company expanded its expertise in delivering e-com-
merce engagements, Syntel has assumed the project man-
agement role for a significant number of new engagements
starting in 1999. 

On TeamSourcing engagements, Syntel's professional ser-
vices typically are provided at the customer's site and under
the direct supervision of the customer. TeamSourcing rev-

Management’s Discussion and Analysis of
Financial Condition and Results of Operation



enues generally are recognized on a time-and-materials
basis as services are performed.  As indicated in the above
table, the Company’s dependence on TeamSourcing engage-
ments has decreased significantly and is expected to contin-
ue to decrease as a percent of the total revenue base.

The Company's most significant cost is personnel cost,
which consists of compensation, benefits, recruiting, reloca-
tion, and other related costs for its IT professionals. The
Company strives to maintain its gross margin by migrating
more revenue toward Applications Outsourcing and e-
Business, controlling engagement costs, and offsetting
increases in salaries and benefits with increases in billing
rates. The Company has established a human resource allo-
cation team whose purpose is to staff IT professionals on
engagements that efficiently utilize their technical skills
and allow for optimal billing rates. Syntel India derives
essentially all of its revenues from software development
services provided to the Company from Mumbai and
Chennai, India, where salaries of IT professionals are com-
paratively lower than in the U.S. 

The Company has performed a significant portion of its
employee recruiting in other countries. As of December 31,
1999, approximately 60% of Syntel's U.S. workforce (44%
of Syntel's worldwide workforce) worked under H-1B tem-
porary work visas in the U.S. 

The Company has made substantial investments in infra-
structure in recent years, including: (i) establishing a Global
Development Center in Chennai, India; (ii) increasing
Applications Outsourcing sales and delivery capabilities
through significant expansion of the sales force and the
Technical Services Group, which develops and formalizes
proprietary methodologies, practices, and tools for the
entire Syntel organization; (iii) hiring additional experienced
senior management; and (iv) expanding global recruiting
and training capabilities, and replacement of informal sys-
tems with highly integrated, Y2K compliant, Human
Resource and Financial Information Systems.

Through its strong relationships with customers, the
Company has been able to generate recurring revenues
from repeat business. Excluding acquisitions, for the years
ended December 31, 1999 and 1998 and 1997, over 90% of
Syntel's TeamSourcing revenues were derived from cus-
tomers served in the prior period. These strong relationships

also have resulted in the Company generating a significant
percentage of revenues from key customers. The Company's
top ten customers accounted for approximately 68%, 70%,
and 75% of revenues for the years ended December 31,
1999, 1998, and 1997. The Company does not believe there
is any material collectibility exposure among its top ten
customers. American International Group, Inc. and Dayton
Hudson Corporation, the Company’s largest customers for
the years ended December 31, 1998 and December 31, 1997,
represented approximately 26% and 14% of the revenue for
the year ended December 31, 1998, respectively, and
approximately 31% and 12% of revenue for the year ended
December 31, 1997, respectively. AIG was the Company’s
only significant customer in 1999, accounting for approxi-
mately 21% of revenues for the year ended December 31,
1999.  Although the Company does not currently foresee a
credit risk associated with accounts receivable from these
customers, credit risk is affected by conditions or occur-
rences within the economy and the specific industries in
which these customers operate.

Syntel India Acquisition

Before the Company’s initial public offering in 1997, Bharat
Desai and Neerja Sethi, the Company’s Chairman, President,
and Chief Executive Officer, and the Company’s Vice
President, Corporate Affairs, respectively, were the sole ben-
eficial shareholders of the Company’s Indian subsidiary,
Syntel Software Private Limited ("Syntel India").  Syntel
India provides offshore software development services to
the Company.  Prior to the offering, the Company entered
into an agreement pursuant to which the Company
acquired Mr. Desai’s and Ms. Sethi’s combined 100% owner-
ship interest in Syntel India for $7.0 million in cash.  The
$7.0 million purchase price was based on a valuation per-
formed by the Reserve Bank of India for acquisitions of
Indian corporations.  The purchase price was paid from a
portion of the net proceeds of the initial public offering.
This acquisition was closed upon consummation of the
offering, and the portion of the purchase price paid in
excess of the carrying value of the net assets acquired ($1.5
million) was accounted for as a reduction in shareholders’
equity.

Management’s Discussion and Analysis of
Financial Condition and Results of Operation



Income Tax Matters

Syntel India is eligible for certain favorable tax provisions
provided under Indian tax law including: (i) an exemption
from payment of corporate income taxes for the first ten
years of operation (the "Tax Holiday"); or (ii) an exemption
from income taxes on the profits derived from exporting
computer software services from India (the "Export
Exemption"). During 1999, the Indian government amended
the Tax Holiday regulations, extending the effective period
to ten years, from the previous regulation which permitted
a Tax Holiday of five consecutive years within the first eight
years of operation. The Export Exemption remains available
after expiration of the Tax Holiday. Under the new regula-
tions, the Company’s Tax Holidays will expire no earlier than
March 31, 2003. The Company treats most of Syntel India
earnings as permanently invested in India and does not
anticipate repatriating any of these earnings to the U.S. If
the Company decides to repatriate any earnings of Syntel
India, it will incur a "border" tax, currently 10%, under
Indian tax law and will be required to pay U.S. corporate
income taxes on such earnings. 

Results of Operations

The following table sets forth for the periods indicated
selected income statement data as a percentage of the
Company's total revenues.

Percent of Revenues

1999 1998 1997

Revenues 100.0% 100.0% 100.0% 
Cost of revenues 61.3 62.5 70.5  

Gross profit 38.7 37.5 29.5  

Selling, general, and
administrative expenses 20.2 16.7 18.9

Income from operations 18.5% 20.8% 10.6%

In prior years the Company managed the sales and delivery
activities through two segments, IntelliSourcing and
TeamSourcing. However, to facilitate a more focused 
management and greater visibility to its rapidly growing 
e-Business, previously managed and reported elsewhere, the
Company established a third segment.  In the selected
financial and operational data set forth below the results
for 1997 and 1998 have been restated to reflect the 
break-out of e-Business:

(in thousands) 1999 1998 1997

Revenues
Applications Outsourcing $ 87,311 $105,835 $ 64,409
e-Business 33,402 14,614 5,089
TeamSourcing 41,404 47,526 55,200

$162,117 $167,975 $124,338

Gross Margin
Applications Outsourcing $40,324 $ 45,516 $ 24,038
e-Business 10,789 4,409 1,172
TeamSourcing 11,704 13,079 11,544

$ 62,817 $ 63,004 $ 36,754

Gross Margin %
Applications Integration 46.2% 43.0% 37.5%
e-Business 32.3% 30.2% 23.0%
TeamSourcing 28.3% 27.5% 20.9%

38.7% 37.5% 29.6%

Sales, general, and 
administrative $ 32,814 $ 28,026 $ 23,547

Operating Margin $30,003 $ 34,978 $ 13,207

The Applications Outsourcing segment included Year 2000
remediation engagements for all the years presented above.
All Year 2000 engagements were completed before
December 31, 1999.  Excluding the impact of Year 2000
remediation engagements, Applications Outsourcing rev-
enues for the years ended December 31, 1999, 1998, and
1997 would have been $74.2 million, $77.0 million, and
$55.3 million, respectively; and gross margins would have
been $31.5 million, $30.7 million, and $20.5 million, respec-
tively.
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Comparison of Years Ended December 31, 1999 
and 1998

Revenues.  Total consolidated revenues decreased from
$168.0 million in 1998 to $162.1 million in 1999, represent-
ing a 3% decrease.  The Company’s total revenues were less
dependent upon its largest customers in 1999 as compared
to 1998.  The top two customers accounted for 30% of the
total revenues in 1999, down from 40% of total revenues in
1998.  Additionally, the top 10 customers accounted for
68% of the revenues in 1999 as compared to 70% in 1998.
The worldwide billable headcount decreased to 1,367 as of
December 31, 1999 compared to 1,581 as of December 31,
1998. The decreased headcount was due principally to the
completion of the Y2K engagements, the ramp down in
some TeamSourcing engagements, partially offset by
increased staffing in e-Business engagements.

Applications Outsourcing

Revenues. Applications Outsourcing revenues decreased
from $105.8 million, or 63% of total revenues in 1998, to
$87.3 million, or 54% of total revenues in 1999. The $18.5
million decrease is due principally to the completion of Year
2000 remediation engagements and the completion of
major development projects of approximately $15.8 million
and $8.6 million, respectively; partially offset by new busi-
ness development and net growth in other engagements of
approximately $5.9 million.

Cost of Revenues. Cost of revenues consist of costs directly
associated with billable consultants in both the U.S. and
offshore, including salaries, payroll taxes, benefits, reloca-
tion costs, immigration costs, finders fees, trainee compen-
sation, and warranty reserves. Applications Outsourcing cost
of revenues decreased to 53.8% of Applications Outsourcing
revenues in 1999, down from 57% in 1998. The decrease in
cost of revenues as a percent of revenues was attributable
principally to productivity improvements on several large
engagements, billing rate increases, the release of warranty
reserves on completed Year 2000 remediation engagements,
and higher margins on new engagements, contributing
approximately 3.9%, 1%, 1%, and 1%, respectively; partially
offset by pay rate increases and increased bench of 2.4%
and 1.3%, respectively.

e-Business

Revenues. e-Business revenues increased to $33.4 million in
1999, or 21% of total consolidated revenues, from $14.6
million in 1998, or 8.7% of total consolidated revenues.  The
$18.8 million increase was attributable principally to the
acquisitions of Métier and IMG, as well as new engage-
ments, contributing approximately $12.1 million, $1.7 mil-
lion, and $5.0 million, respectively.

Cost of Revenues. e-Business cost of revenues consist of
costs directly associated with billable consultants including:
salaries, payroll taxes, benefits, relocation costs, immigration
costs, finders fees, and trainee compensation.  e-Business
cost of revenues decreased to 67.7% of e-Business revenues
in 1999, from 69.8% in 1998.  The decrease in cost of rev-
enues as a percent of revenues was attributable primarily to
improved margins on new fixed-price e-Business engage-
ments of approximately 3.5%; partially offset by slightly
reduced margins on acquired businesses of 0.8% and
increased travel expense of 0.6%.

TeamSourcing

Revenues. TeamSourcing revenues decreased from $47.5
million, or 28% of total consolidated revenues in 1998, to
$41.4 million, or 25% of total consolidated revenues in
1999.  The $6.1 million decrease in TeamSourcing revenues
was attributable principally to a decrease in average billable
consultants of $8.6 million, partially offset by bill rate
increases of $2.5 million.  End of year average bill rates
increased to $54.73 per hour as of December 31, 1999, from
$51.80 as of December 31, 1998.

Cost of Revenues. TeamSourcing cost of revenues consist of
costs directly associated with billable consultants including:
salaries, payroll taxes, benefits, relocation costs, immigration
costs, finders fees, and trainee compensation.
TeamSourcing cost of revenues decreased to 71.7% of
TeamSourcing revenues in 1999, from 72.5% in 1998.  The
decrease in cost of revenues as a percent of revenues was
attributable principally to bill rate changes of 4.0%, partial-
ly offset by pay rate increases of 3.2%.
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Sales, General, and Administrative Costs

Selling, general, and administrative expenses consist primar-
ily of salaries, payroll taxes, and benefits for sales, finance,
human resources, administrative, and corporate staff, travel,
communications, business promotions, marketing, and vari-
ous facility costs for the Company’s Global Development
Centers.  For the year ended December 31, 1999, sales, gen-
eral, and administrative expenses increased to $32.8 million,
or 20.2% of revenue, from $28.0 million, or 16.7% of rev-
enues for the year ended December 31, 1998.  The $4.8 mil-
lion increase in sales, general, and administrative costs was
attributable principally to $3.5 million associated with the
acquisition of Métier and IMG, $1.2 million from continued
investments in sales personnel, $0.9 million in compensation
increases, $0.7 million in goodwill amortization, and
approximately $0.6 million in increased costs in the U.K.
and Singapore.  These costs were partially offset by a
decrease in management bonuses of approximately $1.7
million and decreased costs in India of approximately $0.4
million. 

Comparison of Years Ended December 31, 1998 
and 1997

Revenues. Total consolidated revenues increased from
$124.3 million in 1997 to $168.0 million in 1998, represent-
ing a 35% increase.  The Company’s total revenues were less
dependent upon its largest customers in 1998 as compared
to 1997.  The top two customers accounted for 40% of the
total revenues in 1998, down from 43% of total revenues in
1997.  Additionally, the top 10 customers accounted for
70% of the revenues in 1998 as compared to 75% in 1997.
The worldwide billable headcount decreased to 1,581 as of
December 31, 1998 compared to 1,746 as of December 31,
1997. The decreased headcount was due principally to the
completion of several Y2K projects and several development
projects in Applications Outsourcing, the ramp down in
some TeamSourcing engagements, and efficiency improve-
ments in several fixed-price Applications Outsourcing
engagements. 

Applications Outsourcing

Revenues. Applications Outsourcing revenues increased to
$105.8 million in 1998, or 63% of total revenues, from
$64.4 million, or 52% of total revenues in 1997.  The  $41.4
million increase was attributable primarily to growth in Year
2000 remediation engagements, growth in the Outsourcing
Application base, bill rate increases in several major
accounts, and new engagements; each contributing approx-
imately $20.1 million, $11.9 million, $9.0 million, and $2.7
million, respectively; partially offset by a revenue decrease
of $1.9 million due to engagement completions. 

Cost of Revenues. Applications Outsourcing cost of rev-
enues decreased to 57% of total Applications Outsourcing
revenues in 1998, down from 62.5% in 1997.  The decrease
in cost of revenues as a percent of revenues was attribut-
able primarily to billing rate increases, increased margins on
the growing Year 2000 remediation engagements, and high-
er margins on new engagements, contributing approximate-
ly 6.7%, 1.2%, and 0.5%, respectively, partially offset by pay
rate increases and benefits of approximately 2.9%.

e-Business

Revenues. e-Business revenues increased to $14.6 million in
1998, or 9% of total consolidated revenues, from $5.1 mil-
lion in 1997, or 4% of total consolidated revenues.  The
$9.5 million increase was attributable principally to the
acquisition of the IT consulting base from Waypointe
Information Technologies in December 1997 and other new
business growth, contributing $5.7 million and $4.8 million,
respectively to the increased revenues, partially offset be a
decrease in average billing rates of $1.0 million.

Cost of Revenues. e-Business cost of revenues decreased to
69.8% of e-Business revenues in 1998, from 77% in 1997.
The decrease in cost of revenues as a percent of revenues
was attributable primarily to improved pay rate/ bill rate
margins on the Waypointe acquisition (which took effect
December 1, 1997) and on new business engagements. 

Management’s Discussion and Analysis of
Financial Condition and Results of Operation



TeamSourcing

Revenues. TeamSourcing revenues decreased to $47.5 mil-
lion in 1998, or 28% of total revenues, from $55.2 million,
or 44% of total revenues in 1997.  The $7.7 million decrease
was attributable primarily to a decrease in the average
number of billable consultants, and the conversion of
TeamSourcing engagements to long-term Applications
Integration engagements, contributing $7.2 million and
$3.1 million, respectively,  to the revenue decrease.  These
decreases were partially offset by an increase in average
billing rates, contributing approximately $2.6 million in
increased revenues. End of year average bill rates increased
to $51.80 per hour as of December 31, 1998, from $49.35
as of December 31, 1997.

Cost of Revenues. TeamSourcing cost of revenues decreased
to 72.5% of TeamSourcing revenues in 1998, from 79.1% in
1997. The decrease in cost of revenues as a percent of rev-
enues was attributable primarily to bill rate increases of
8.5% while increased compensation and benefits partially
offset the improvement with a 1.9% increase.

Sales, General, and Administrative Costs

For the year ended December 31, 1998, selling, general, and
administrative costs increased to $28.0 million, or 16.7% of
total consolidated revenues, from $23.5 million, or 18.9% of
consolidated revenues for the year ended December 31,
1997.  The $4.5 million increase in sales, general, and
administrative costs was attributable principally to compen-
sation increases, expansion of e-Business management and
sales resources, increased marketing, U.K. and Singapore
growth, investments in offshore development facilities,
internal systems development, and other costs necessary to
support the revenue growth, of $1.1 million, $1.0 million,
$0.7 million, $0.5 million, $0.4 million, $0.3 million, and
$0.5 million, respectively.  

Quarterly Results of Operations

Note 15 of the consolidated financial statements appearing
elsewhere in this document sets forth certain quarterly
income statement data for each of the eight quarters
beginning January 1, 1998 and ended December 31, 1999.
In the opinion of management, this information has been
presented on the same basis as the Company's Financial
Statements appearing elsewhere in this document and all
necessary adjustments (consisting only of normal recurring

adjustments) have been included in order to present fairly
the unaudited quarterly results. The results of operations for
any quarter are not necessarily indicative of the results for
any future period.

The Company's quarterly revenues and results of operations
have fluctuated from quarter to quarter in the past and will
likely fluctuate in the future. Various factors causing such
fluctuations include: the timing, number, and scope of cus-
tomer engagements commenced and completed during the
quarter; progress on fixed-price engagements; acquisitions;
timing and cost associated with expansion of the
Company's facilities; changes in IT professional wage rates;
the accuracy of estimates of resources and time frames
required to complete pending assignments; the number of
working days in a quarter; employee hiring and training,
attrition and utilization rates; the mix of services performed
on-site, off-site, and offshore; termination of engagements;
start-up expenses for new engagements; longer sales cycles
for Applications Outsourcing engagements; customers' bud-
get cycles and investment time for training.

Liquidity and Capital Resources

The Company generally has financed its working capital
needs through operations, occasionally supplemented by
borrowings under a line of credit with a commercial bank.
Both the Mumbai and Chennai expansion programs, com-
pleted in mid 1998, as well as the 1999 acquisitions of
Métier, Inc. and IMG, Inc. were financed from internally
generated funds.

Net cash provided by operating activities was $17.2 million,
$35.3 million, and $17.8 million for the years ended
December 31, 1999, 1998, and 1997, respectively.  The num-
ber of days sales outstanding in accounts receivable was
approximately 52 days, 50 days, and 57 days as of
December 31, 1999, 1998, and 1997, respectively.   

Net cash used in investing activities was $18.2 million, $3.3
million, and $8.7 million for the years ended December 31,
1999, 1998, and 1997, respectively. 

Net cash used in investing activities in 1999 of $18.2 mil-
lion included $15.7 million for the acquisitions of Métier,
Inc. and IMG, Inc., $1.7 million for capitalized development
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costs, and $0.8 million for computer equipment.  The $1.7
million for capitalized development costs consists of $0.9
million for implementation of internal PeopleSoft financial
systems and $0.8 million for new product development.

Net cash used in investing activities in 1998 of $3.3 million
included $2.1 million for completion of the facility expan-
sion and improvement programs at the Company’s Global
Development Centers in Mumbai and Chennai, India, $0.7
million for computer equipment, and $0.5 million for new
human resource and financial information systems.

Net cash used in investing activities in 1997 of $8.7 million
included $7.0 million for the India acquisition, and $1.7
million for computer equipment, software, and facility
improvements at the Company’s Global Development
Centers.

Net cash used in financing activities was $0.1 million in
1999, due principally to the repurchase of 129,000 shares of
common stock for $1.1 million, offset by shares issued from
the Company’s first stock purchase plan of $1.0 million. Net
cash used in financing activities was $0.2 million in 1998,
due principally to a final distribution of S corporation
undistributed taxable profits. Net cash provided by financ-
ing activities in 1997 was $16.5 million. In 1997 the
Company received $34.6 million in net proceeds from the
initial public offering. The net proceeds were offset by pre-
IPO shareholder distributions of $18.1 million related to
undistributed S corporation taxable income through August
12, 1997. 

The Company has a line of credit with Bank One which pro-
vides for borrowings up to $40.0 million. The line of credit
expires on August 31, 2000. The line of credit contains
covenants restricting the Company from, among other
things, incurring additional debt, issuing guarantees, and
creating liens on the Company's property, without the prior
consent of the bank. The line of credit also requires the
Company to maintain certain tangible net worth levels and
leverage ratios. At December 31, 1999, there was no indebt-
edness outstanding under the line of credit. Borrowings
under the line of credit bear interest at the lower of the
Eurodollar rate plus the applicable Eurodollar margin, the
bank's prime rate or a negotiated rate established by the
bank at the time of borrowing.

In addition to the bank line of credit, the Company has a
$20.0 million facility with Bank One to finance acquisitions
which terminates on August 31, 2000. The Company has not
borrowed any amounts under this facility. The Company
intends to extend both the $40 million and $20 million
lines of credit before the expiration date.

The Company believes that the combination of present cash
balances and future operating cash flows will be sufficient
to meet the Company's currently anticipated cash require-
ments for at least the next 12 months.

New Accounting Standards

Effective January 1, 1999 the Company adopted Statement
of Position (SOP) 98-1, "Accounting for the Costs of
Computer Software Developed or Obtained for Internal
Use," which requires capitalization of certain costs for the
development of internal use software, including the costs of
coding, software configuration, upgrades, and enhance-
ments.  The adoption of the  pronouncement did not have a
material effect on the Company’s financial results.

Market Risks

The Company is primarily exposed to the effects of changes
in foreign currency.  Foreign currency exchange risk exists
as costs are paid in local currency and receipts are provided
in U.S. dollars.  The risk is partially mitigated as the
Company has sufficient resources in the local currency to
meet immediate requirements.  The Company’s holdings and
positions in market sensitive instruments do not subject the
Company to material risk.  These exposures are monitored
and managed by the Company.
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December 31, 1999 1998

In thousands

ASSETS

Current assets:
Cash and cash equivalents $ 63,611 $ 64,660 
Accounts receivable 23,800 23,581 
Advance billings and other current assets 9,522 10,330

Total current assets 96,933 98,571 

Property and equipment 15,812 12,635 
Less - accumulated depreciation 9,390 7,037 

Property and equipment, net 6,422 5,598 

Goodwill, net of amortization 19,113 - 
Deferred income taxes, noncurrent - 66 

$ 122,468 $ 104,235 

LIABILITIES

Current liabilities:
Accounts payable $ 4,381 $ 4,004 
Accrued payroll and related costs 12,748 14,258 
Income taxes payable 3,464 2,244 
Accrued warranty costs 1,641 3,636 
Accrued liabilities 5,367 5,125 
Deferred revenue 4,506 10,442 

Total current liabilities 32,107 39,709 

Income taxes payable 379 

Total liabilities 32,107 40,088 

SHAREHOLDERS' EQUITY

Common stock, no par value per share, 100 million shares
authorized; 38.556 million shares and 38.195 million shares issued
and outstanding at December 31, 1999 and 1998, respectively 1 1 
Additional paid-in capital 39,677 34,784 
Accumulated other comprehensive income (576) (443)
Retained earnings 51,259 29,805 

Total shareholders' equity 90,361 64,147 

Total current liabilities and shareholders' equity $ 122,468 $ 104,235 

The accompanying notes are an integral part of the consolidated financial statements.
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For the years ended December 31, 1999 1998 1997

In thousands, except share and per share data

Revenues $ 162,117 $ 167,975 $124,338
Cost of revenues 99,300 104,971 87,584 

Gross profit 62,817 63,004 36,754 

Selling, general, and administrative expenses 32,814 28,026 23,547 

Income from operations 30,003 34,978 13,207 

Other income, principally interest income 2,024 2,077 730 

Income before income taxes 32,027 37,055 13,937 

Provision for income taxes 10,573 12,424 3,517 

Net income $ 21,454 $ 24,631 $ 10,420 

Historical earnings per share*
Basic $ .56 $ .65 $ .28
Diluted $ .55 $ .63 $ .27 

1997 pro forma net income
Income before income taxes $ 13,937 
Pro forma income taxes** 3,741 

Pro forma net income $ 10,196 

1997 pro forma earnings per share*
Basic*** $ .27 
Diluted*** .26 

Weighted average common shares
outstanding - diluted 39,049 39,294 39,083 

* Gives effect to 3:2 stock split effective April 22, 1998.

** Presentation of income tax expense as if Company were a C-corporation for the entire year.

*** Presentation of EPS as if the Company were a C-corporation for the entire year.

The accompanying notes are an integral part of the consolidated financial statements.
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Accumulated other
comprehensive

Common Stock Additional income currency
paid-in Retained translation Shareholders'

In thousands Shares Amount capital earnings adjustment equity

Balance, January 1, 1997 22,000 $ 1 $ - $ 6,144 $ - $ 6,145 

Comprehensive income
Net income 10,420 10,420 
Translation adjustments 4 (249) (245)

Total comprehensive income,
net of tax - - - 10,424 (249) 10,175 

Dividends declared (previously
undistributed S-corporation earnings) (11,400) (11,400)

Termination of S-corporation tax
status 1,525 (1,525) - 

Shares issued in initial public
offering 3,450 34,627 34,627 

Compensation expense related to
stock options 38 38 

Acquisition of Syntel India (1,531) 1,531 - 

Balance, December 31, 1997 25,450 1 34,659 5,174 (249) 39,585 

Comprehensive income
Net income 24,631 24,631 
Translation adjustments (194) (194)

Total comprehensive income,
net of tax 24,631 (194) 24,437 

Stock split, 3-for-2, April 22, 1998 12,725 

Exercised stock options 20 66 66 

Compensation expense related to
stock options 59 59 

Balance, December 31, 1998 38,195 1 34,784 29,805 (443) 64,147 

Comprehensive income
Net income 21,454 21,454 
Translation adjustments (133) (133)

Total comprehensive income,
net of tax 21,454 (133) 21,321 

Share awards to directors 18 111 111 

Repurchase of common stock (129) (1,097) (1,097)
Métier Acquisition 300 4,738 4,738 

Common stock issued in connection
with employee stock purchase plan 101 762 762 

Exercised stock options 71 274 274 

Compensation expense related to
stock options 105 105 

Balance, December 31, 1999 38,556 $ 1 $39,677 $51,259 $ (576) $ 90,361 

The accompanying notes are an integral part of the consolidated financial statements.
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For the years ended December 31, 1999 1998 1997

In thousands

Cash flows from operating activities
Net income $ 21,454 $ 24,631 $ 10,420 
Adjustments to reconcile net income to net cash
provided by operating activities

Depreciation 2,353 1,977 1,812
Goodwill amortization 662 - - 
Deferred income taxes 1,078 (3,368) (507)
Compensation expense related to stock options 105 59 38 
Expense related to common stock issued to directors 111 - - 
Changes in assets and liabilities, net of effects
from purchase of Métier, Inc. and IMG, Inc.

Accounts receivable 4,934 (2,937) (2)
Advance billings and other assets (77) 376 (6,182)
Accounts payable and accrued liabilities (7,438) 9,810 7,837
Deferred revenue (5,936) 4,737 4,419 

Net cash provided by operating activities 17,246 35,285 17,835 

Cash flows used in investing activities
Capital expenditures (2,496) (3,336) (1,749)
Payments for purchase of Métier, Inc. and IMG, Inc.
net of cash acquired (15,738) - - 
Acquisition of Syntel India - - (7,000)

Net cash used in investing activities (18,234) (3,336) (8,749)

Cash flows from financing activities
Net proceeds from issuance of stock 1,036 66 34,627
Common stock repurchases (1,097) - - 
Dividend/distribution payments - (300) (18,100)

Net cash provided by (used in) 
financing activities (61) (234) 16,527 

Net increase (decrease) in cash and cash equivalents (1,049) 31,715 25,613 
Cash and cash equivalents, beginning of year 64,660 32,945 7,332 

Cash and cash equivalents, end of year $ 63,611 $ 64,660 $ 32,945 

Cash paid during the year for income taxes $ 9,993 $ 15,186 $ 3,411 

The accompanying notes are an integral part of the consolidated financial statements.

Consolidated Statements 
of Cash Flows



1. Business
Syntel, Inc. and Subsidiaries (the "Company") provide infor-
mation technology services such as programming, systems
integration, outsourcing, and overall project management.
The Company provides services to customers primarily in the
financial, manufacturing, transportation, retail, and infor-
mation/communication industries, as well as to government
entities.  The Company's reportable operating segments
consist of Applications Outsourcing, e-Business, and
TeamSourcing.  Additionally, during 1999, 1998, and 1997,
the Company provided Year 2000 remediation services.  All
Year 2000 remediation engagements have been completed.

Through Applications Outsourcing, the Company provides
higher-value outsourcing services for ongoing management
and development and maintenance of customers' business
applications.  In most Applications Outsourcing engage-
ments, the Company assumes responsibility for the manage-
ment of customer development and support functions.
Applications Outsourcing engagements are generally sup-
ported by multi-year contracts.  As a percentage of total
consolidated revenues, Applications Outsourcing revenues
represented 54%, 63% and 52% of total revenues during
1999, 1998, and 1997 respectively.

Through e-Business, the Company provides development
and implementation services for a number of emerging and
rapidly growing high technology applications including:
Web development, Data Warehousing, e-commerce, CRM,
Oracle, and SAP.  These services may be provided on either a
time-and-material or a fixed-price basis.  As a percent of
total revenues, e-Business revenues grew to 21% of total
consolidated revenues in 1999, from 9% of total revenues
in 1998.

Through TeamSourcing, the Company provides professional
information technology services directly to the customer.
TeamSourcing contracts are generally terminable by the
customer without penalty.

During the year ended December 31, 1999, the Company’s
largest customer contributed revenues in excess of 10% of
total consolidated revenues.  Revenues from this customer
totaled $33,900,000, contributing 20.9% of total consoli-
dated revenues.  At December 31, 1999, approximately 16%
of accounts receivable, net, were from this customer.

During the years ended December 31, 1998 and 1997, the
Company's two largest customers each contributed revenues
in excess of 10% of the total consolidated revenues.
Revenues from the largest customer were approximately
$43,100,000 and $38,561,000 for the years ended 1998 and
1997, respectively; contributing approximately 25.7% and
31.0% of total consolidated revenues, respectively.
Revenues from the second largest customer were approxi-
mately $23,625,000 and $14,828,000 for the years ended

Notes to Consolidated 
Financial Statements

1998 and 1997, respectively; contributing approximately
14.1% and 11.9% of total consolidated revenues, respective-
ly.  At December 31, 1998, approximately 22% of accounts
receivable, net, were from these two customers, respectively.

2. Summary of Certain Significant
Accounting Policies

Principles of consolidation
The consolidated financial statements include the accounts
of Syntel, Inc. ("Syntel") and its subsidiaries Syntel Software
Private Limited ("Syntel India"), an Indian limited liability
company, Syntel "Singapore" PTE., Ltd., ("Syntel Singapore"),
a Singapore limited liability company, and Syntel Europe,
Ltd., ("Syntel U. K."), a United Kingdom limited liability com-
pany, all of which are wholly owned. All intercompany bal-
ances and transactions have been eliminated.

Revenue recognition
The Company recognizes revenues from time and material
contracts as services are rendered and costs are incurred.

Revenue from fixed-priced Year 2000 remediation projects
were recognized on the percentage-of-completion method,
measured by the percentage of "lines" completed to the
total contracted number.  Revenue on other fixed-price,
fixed deliverable projects is measured by the percentage of
cost incurred to date to the estimated total cost at comple-
tion.  Revenue from fixed-price Applications Management
engagements is recognized as earned.  The cumulative
impact of any change in estimates of the percentage com-
plete or losses on contracts is reflected in the period in
which the changes become known.

Cash and cash equivalents
For the purpose of reporting cash and cash equivalents, the
Company considers all liquid investments purchased with a
maturity of three months or less to be cash equivalents.
Cash equivalents are principally triple A rated corporate
bonds and treasury notes, held by a bank, with maturity
dates of less than 90 days.

Warranty costs
The Company provided limited warranties on certain of its
Year 2000 compliance contracts.  A provision for warranty
costs was made at the time contract services were per-
formed.  With the exception of estimated reserve require-
ments on two large Year 2000 remediation engagements
with associated warranty periods that extend through the
end of Year 2000, all warranty reserves have been eliminat-
ed or utilized.



Financial instruments
The carrying amount of cash equivalents, trade receivables,
and trade payables approximate fair value because of the
short-term nature of these instruments.

Property, equipment, and capitalized software 
development costs
Property and equipment are stated at cost.  Maintenance
and repairs are charged to expense when incurred.
Depreciation is computed primarily using the straight-line
method over the estimated useful lives as follows:

Years

Computer equipment and internal software 3

Furniture and fixtures 7

Telephone equipment 5

Leasehold improvements Life of lease

Capitalized software development costs See below

In accordance with the provisions of Statement of Financial
Accounting Standards (SFAS) No. 86 "Accounting for the
Costs of Computer Software to be Sold, Leased, or
Otherwise Marketed," capitalization of internally developed
software products begins when technological feasibility of
the product is established. The establishment of technologi-
cal feasibility and the ongoing assessment of the recover-
ability of these costs requires considerable judgment by
management with respect to certain external factors,
including, but not limited to, anticipated future gross prod-
uct revenue, estimated economic product lives, and changes
in software and hardware technology.  These assumptions
are reevaluated and adjusted as necessary at the end of
each quarter. The Company considers the value of future
cash flows attributable to the capitalized development costs
in evaluating potential impairment of the asset.  For the
years ended December 31, 1999, 1998, and 1997 the
Company has not recorded any amortization expense relat-
ed to product development costs. Amortization will be pro-
vided on a product-by-product basis, using the greater of
the straight-line method or the current year revenue as a
percentage of total revenue estimates for the related prod-
uct, not to exceed five years, commencing the month after
the date of product release.  

Effective January 1, 1999, the Company adopted Statement
of Position (SOP) 98-1, "Accounting for the Costs of
Computer Software Developed or Obtained for Internal
Use," which requires that certain costs for the development
of internal use software should be capitalized, including the
costs of coding, software configuration, upgrades, and

enhancements.  The adoption of this pronouncement did
not have a material effect on the Company’s financial
results.

Upon sale or retirement, the cost of assets and related accu-
mulated depreciation is eliminated from the respective
accounts, and the resulting gain or loss is included in opera-
tions.

Income taxes
Prior to August 12, 1997, the Company elected to be taxed
as an S-corporation under the Internal Revenue Code. As
part of the initial public offering, the Company terminated
its S-corporation status, and effective August 12, 1997,
became subject to federal and state income taxes on its
earnings. The Company accounts for income taxes using the
assett and liability method in accordance with SFAS 109,
“Accounting for Income Taxes.”

Pro forma net income
To reflect the Company's pro forma net income for the year
ended December 31, 1997, the provision for income taxes
has been adjusted as if the Company had been a taxable
entity subject to federal and state income taxes at the mar-
ginal rates applicable to such period.  The resulting apparent
tax rate is less than the federal statutory tax rate due prin-
cipally to the tax exempt status of the income generated by
Syntel India.

Goodwill
Goodwill originated from the acquisition in 1999 of two enti-
ties, IMG and Métier, and is being amortized on a straight-
line basis over a 15 year period.  The Company periodically
reviews the recoverability of its goodwill to determine if
impairment has occurred.  The Company measures the recov-
erability of recorded goodwill by the undiscounted expected
future cash flow from the operations to which the goodwill
applies.

Estimates
The preparation of financial statements in conformity with
generally accepted accounting principles requires manage-
ment to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statements and the reported amounts including, but not
limited to, warranty costs, valuation of trade accounts
receivable, amortization and impairment of goodwill, and
potential tax liabilities.  Actual results could differ those
estimates and assumptions.
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Foreign currency translation
The financial statements of the Company's foreign operations
utilize the functional currency of the country in which busi-
ness is conducted.  Revenues, costs, and expenses of the for-
eign subsidiaries are translated to U. S. dollars at average
period exchange rates.  Assets and liabilities are translated to
U. S. dollars at year-end exchange rates with the effects of
these translation adjustments being reported as a separate
component of accumulated other comprehensive income in
shareholders' equity. The change in the accumulated other
comprehensive income account results from translation
adjustments recognized for the respective period.

Per share data
Basic earnings per share is calculated by dividing net income
or pro forma net income by the average number of shares
outstanding during the applicable period.

The Company has stock options which are considered to be
potentially dilutive to common stock.  Diluted earnings per
share is calculated by dividing net income or pro forma net
income by the average number of shares outstanding during
the applicable period adjusted for these potentially dilutive
options.

Reclassifications
Certain amounts in previously issued financial statements
have been reclassified to conform with the current year pre-
sentation.

3. Initial Public Offering Business
Combination

In August 1997, the Company completed an initial public
offering of 3,450,000 shares of common stock at a price of
$11.00 per share ($7.33 per share considering the stock split
in 1998 of 3-for-2 shares). After underwriting discounts and
other issuance costs, net proceeds to the Company were
approximately $34.6 million.

In connection with the initial public offering, the Company
agreed to acquire 100% ownership of Syntel India for $7 mil-
lion in cash. The acquisition, which was a merger of interests
under common control, was accounted for on the carryover
basis of accounting similar to pooling of interests with the
historical financial statements of the Company restated to
include Syntel India.  The portion of the purchase price in
excess of the carrying value of the net assets acquired at
August 12, 1997, or $1.5 million, was accounted for as a
reduction of additional paid-in capital.

4. Acquisitions
On September 22, 1999, the Company executed a purchase
agreement with Métier, Inc. to acquire substantially all of the
assets and business of Métier.  Consideration included
300,000 shares of Syntel Common Stock to be issued one
year from the date of closing, recognized at the fair value of
$4,500,000, and a cash payment of $17,389,611 at closing.
The stock consideration is subject to a share price guaranty of
$20.00 per share effective for a 90-day period beginning the
second anniversary of the closing date.  The cash payment of
$17.4 million was funded from available cash.  In addition,
the agreement provides for earnout payments not to exceed
$16 million based on revenues and earnings for the 24-
month period beginning January 1, 2000.  The acquisition
was treated as a purchase transaction with the total purchase
price (excluding future potential earnouts) of $23,250,107,
including expenses of $1,360,496, allocated to the assets
acquired and liabilities assumed based on their fair values of
$9,638,163 and $5,199,145, respectively.  This allocation
resulted in goodwill of $18,811,089, which is being amortized
over 15 years.

Métier was a privately held, Los Angeles based technology
consulting firm, specializing in the design and implementa-
tion of data warehousing, e-commerce, and ERM solutions
for middle market clients, particularly in the areas of health-
care, manufacturing, and financial services.

On September 2, 1999, the Company acquired the fixed
assets and business of IMG, Incorporated (IMG).
Consideration consisted of a cash payment at closing of
$910,206.  The acquisition was treated as a purchase transac-
tion with the total purchase price of $1,012,802, including
expenses of $102,596 allocated to the assets acquired and
liabilities assumed based on their values of $76,145 and
$26,939, respectively.  This acquisition resulted in goodwill of
$963,596, which is being amortized over 15 years.

The operating results of both Métier and IMG have been
included in the consolidated results of the Company since
July 1, 1999, the effective acquisition date.

The unaudited consolidated results of operations on a pro
forma basis are presented below as though Métier had been
acquired as of January 1, 1998:

Twelve months ended December 31 1999 1998

(Unaudited)

Revenue $ 180,120 $186,146 
Net income 22,402 24,705
Earnings per share (diluted) 0.57 0.62
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5. Costs and Estimated Earnings on
Uncompleted Contracts and Deferred
Revenue

The following summarizes activity for uncompleted, fixed-
price, fixed deliverable projects:

1999 1998

(In thousands)

Direct costs incurred on 
uncompleted, fixed-price, 
fixed deliverable projects $ 2,324 $ 8,660 

Direct margin estimated on 
uncompleted, fixed-price, fixed
deliverable projects 1,246 4,645 

Revenues recognized on 
uncompleted projects 3,570 13,305 

Less - billings to date 4,518 18,857 

Deferred revenues on fixed-price, 
fixed deliverable projects 948 5,552 

Advanced billings on application 
management projects 3,558 4,438 

Other deferred revenues - 452 

Total deferred revenue 
as reported $ 4,506 $ 10,442 

Projects with billings in excess of 
costs and estimated earnings on 
uncompleted fixed-price, fixed 
deliverable projects $ 948 $ 6,762 

Projects with costs and estimated 
earnings in excess of billings on 
uncompleted fixed-price, fixed 
deliverable projects - 1,210 

Total Deferred revenues
on fixed-price, fixed 
deliverable projects $ 948 $ 5,552 

6. Property, Equipment, and Capitalized
Development Costs

Cost of property and equipment at December 31, 1999 and
1998 is summarized as follows (in thousands):

1999 1998

Computer equipment and 
internal software $ 9,018 $ 7,170 

Furniture and equipment 4,899 4,811 

Leasehold improvements 878 654 

Capitalized software 
development costs 1,017 - 

15,812 12,635 

Accumulated depreciation 9,390 7,037 

$ 6,422 $ 5,598 

7. Line of Credit
The Company has a line-of-credit arrangement with a bank
which expires August 31, 2000, which provides for borrow-
ings up to $40,000,000.  Interest is computed on the basis
of  the Company's option at (i) the Eurodollar rate plus the
applicable Eurodollar margin, (ii) the bank's prime rate or
(iii) a negotiated rate, as defined.  The Company also has an
additional line of credit with the same bank which expires
August 31, 1999, which provides for borrowings up to
$20,000,000 to finance acquisitions.

8. Leases
The Company leases certain facilities and equipment under
operating leases.  Current operating lease obligations are
expected to be renewed or replaced upon expiration.
Future minimum lease payments under all noncancelable
leases expiring beyond one year as of December 31, 1999
are as follows (in thousands):

2000 $ 2,033
2001 1,789
2002 1,325
2003 1,099
2004 254 

$ 6,500 

Total rent expense charged to operations amounted to
approximately $2,221, $1,869, and $1,678 for the years
ended December 31, 1999, 1998, and 1997, respectively.
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9. Income Taxes
Income before income taxes for U. S. and foreign operations
was as follows (in thousands):

1999 1998 1997

U.S. $ 27,052 $ 28,928 $ 9,663
Foreign 4,975 8,127 4,274 

$ 32,027 $ 37,055 $ 13,937 

The provision for income taxes is as follows:

1999 1998 1997

Currently payable
Federal $ 7,965 $ 14,271 $ 3,839
State and local 1,190 1,350 474
Foreign 340 171 2 

Total currently payable 9,495 15,792 4,315 

Deferred
Federal 976 (3,002) (708)

State and local 102 (366) (88)

Total deferred 1,078 (3,368) (796)

Total provision for 
income taxes $ 10,573 $ 12,424 $ 3,519 

Upon termination of the S-corporation election, as described
in Note 2, current and deferred income taxes of $1.8 million
and ($0.7) million, respectively, were recognized.  Accordingly,
the above 1997 provision for income taxes includes a $1.1
million nonrecurring expense resulting from the termination
of the S-corporation election.

The components of the net deferred tax asset are as follows
(in thousands):

1999 1998

Deferred tax assets

Advance billing receipts $ 266 $ 1,701 

Accrued warranty and 
other expenses 3,437 3,149 

Property and equipment - 66 

Net deferred tax asset $ 3,703 $ 4,916 

Balance sheet classification of the net deferred tax asset is
summarized as follows (in thousands):

1999 1998

Deferred tax asset, current $ 3,703 $ 4,850 

Deferred tax asset, noncurrent - 66 

$ 3,703 $ 4,916  

Under the Indian Income Tax Act of 1961 (the "Act"), Syntel
India is eligible for certain favorable tax provisions including: (i)
an exemption from payment of corporate income taxes for the
first ten years of operation (the “Tax Holiday”); or (ii) an exemp-
tion from income taxes on the profits derived from exporting
computer software services from India (the “Export Exemption”).
During 1999, the Indian government amended the Tax Holiday
regulations, extending the effective period to ten years, from
the previous regulation which permitted a Tax Holiday of five
consecutive years within the first eight years of operation. The
Export Exemption remains available after expirtion of the Tax
Holiday. Under the new regulations, the Company’s Tax Holidays
will expire no earlier than March 31, 2003.

The Company has not recorded deferred income taxes applic-
able to all of the undistributed earnings of its foreign sub-
sidiaries.  For those earnings considered to be indefinitely
reinvested no provision for U. S. federal and state income tax
or applicable withholding tax has been provided thereon.
The unrecognized taxes on the undistributed earnings are
approximately $6.8 million at December 31, 1999.

The following table accounts for the differences between the
actual tax provision and the amounts obtained by applying
the statutory U. S. federal income tax rate of 35% for 1999
and 1998 and 34% for 1997 to income before income taxes:

1999 1998 1997

(In thousands)

Statutory provision $ 11,209 $ 12,969 $ 4,739 

State taxes, net of 
federal benefit 1,190 1,350 655 

S-corporation income 
not subject to federal 
income taxes (1,556)

Tax-free investment income (531) (344)

Foreign income not 
subject to tax (1,595) (2,470) (1,411)

Termination of S-corporation 
status - - 1,090 

Other 300 919 - 

Total provision for 
income taxes $ 10,573 $ 12,424 $ 3,517 
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10. Earnings Per Share
The reconciliations of earnings per share computations for the fiscal years 1999, 1998 and 1997 were as follows:

1999 1998 1997

Pro forma
Per Per per

(In thousands, except per share earnings Shares share Shares share Shares share

Basic earnings per share 38,556 $ .56 38,195 $ .65 37,763 $ .27

Net dilutive effect of stock options outstanding 493 - 1,099 - 175 -

Shares assumed outstanding due to
excess distributions in 1997 - - - - 1,145 - 

Diluted earnings per share 39,049 $ .55 39,294 $ .63 39,083 $ .26

As of December 31, 1999 and 1998, stock options to purchase 36,000 and 44,500 shares of common stock, respectively, at a
weighted average price per share of $18.70 and $18.21, respectively, were outstanding but were not included in the computa-
tion of diluted earnings per share.  The options' exercise prices were greater than the average market price of the common
shares and were antidilutive.  No such options were available in 1997.

11. Stock Compensation Plans
The Company established a stock option plan in 1997 under
which three million shares of common stock were reserved
for issuance.  The dates on which granted options are first
exercisable are determined by the Compensation Committee
of the Board of Directors, but generally vest over a four-
year period from the date of grant.  The term of any option
may not exceed ten years from the date of grant.  

For certain options granted during 1997, the exercise price
was less than the fair value of the Company's stock on the
date of grant and, accordingly, compensation expense is
being recognized over the vesting period for such differ-
ence.  For the other options granted in 1999, 1998, and
1997, the exercise price equaled the market price on the
date of grant and, therefore, no compensation expense was
recognized.

The Company has elected to measure compensation cost
using the intrinsic value method, in accordance with APB
Opinion No. 25, "Accounting for Stock Issued to Employees."
Had the fair value of each stock option granted been 
determined consistent with the methodology of SFAS 123
"Accounting for Stock-Based Compensation," the pro forma

impact on the Company's net income and earnings per 
share would have been adjusted to the pro forma amounts
listed below:

Year ended December 31, 1999 1998 1997

Net earnings
As reported $ 21,454 $24,631 $10,420 
Impact of SFAS No. 123 (1,534) (976) (385)

Pro forma 19,920 23,655 10,035 

Earnings per share, pro forma
Basic earnings per share $ .52 $ .62 $ .27 
Diluted earnings per share .51 .60 .26 

Earnings per share, as reported
Basic earnings per share $ .56 $ .65 $ .28 
Diluted earnings per share .55 .63 .27 
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Under SFAS No. 123, the fair value of each option grant is
estimated on the date of grant using the Black-Scholes
option-pricing model with the following weighted average
assumptions for grants in 1999, 1998, and 1997:

1999 1998 1997

Estimated fair value 
per option granted $ 6.26 $ 8.86 $ 2.82 

Assumptions
Risk-free interest rate 6.00% 5.33% 6.18%
Expected life (years) 5 5 5 

Expected volatility 68.38% 51.26% 51.26%
Expected dividends 0.00% 0.00% 0.00%

The following table sets forth changes in options 
outstanding:

Weighted
Number average

of shares Amount price

Shares under option
Granted during 1997

Grant price less 
than fair value $ 826,125 $ 3,205,250 $ 3.88 
Grant price equals 
fair value 794,745 4,851,130 6.10 

Outstanding, 
December 31, 1997 1,620,870 8,056,380 4.97

Activity during 1998
Granted price equals 
fair value 513,500 8,843,933 17.22 
Exercised 19,191 64,558 3.36 
Forfeited 684,456 8,697,203 12.71 
Expired 3,072 15,168 4.94 

Outstanding, 
December 31, 1998 1,427,651 8,123,384 5.69 

Activity during 1999
Granted, price equals 
fair value 2,052,259 19,061,738 9.29 
Exercised 71,896 272,805 3.79 
Forfeited 256,807 1,996,161 7.66 
Expired 13,970 73,644 5.27 

Outstanding, 
December 31, 1999 $3,137,237 $24,872,512 $ 7.93 

Exercisable, 
December 31, 1999 $ 326,779 

The following table sets forth details of options outstanding at
December 31, 1999:

Weighted Weighted
average average

Range of Number contractual exercise
exercise prices outstanding life price

$1.33 122,500 7.3 $ 1.33 
$4.67 - $8.00 961,598 7.7 5.52
$8.125 - $11.00 1,457,544 9.8 8.46
$11.25 - $16.75 585,595 9.0 11.60
$26.38 - $33.19 10,000 8.9 29.10

$1.33 - $33.19 3,137,237 8.9 $ 7.93 

The Company has an employee stock purchase plan which pro-
vides for employees to purchase pre-established amounts as
determined by the compensation committee.  The price at
which employees may purchase common stock is set by the
compensation committee as not less than the lessor of 85% of
the fair market value of the common stock on the Nasdaq
National Market on the first day of the purchase period or
85% of the fair market value of the common stock on the last
day of the purchase period.  The Company has reserved 1.5
million shares of common stock for issuance under the
Company's employee stock purchase plan.  Under the terms of
the plan, eligible employees may elect to have up to 5% of
their regular base earnings withheld to purchase Company
stock, with a maximum not to exceed $21,250 for each calen-
dar year. As of December 31, 1999, the Company has recorded,
in accrued payroll and related costs, $630,478 of employee
withholdings to be used to purchase Company stock.
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12. Segment Reporting
The Company manages its operations through three seg-
ments, Applications Outsourcing, e-Business, and
TeamSourcing. During 1999, the Company realigned the
segment structure, separating e-Business out of
TeamSourcing with the creation of a third segment.
Additionally, IntelliSourcing has also been restructured to
separate out e-Business engagements and has been
renamed Applications Outsourcing.

Through Applications Outsourcing, the Company provides
higher-value applications management services for ongoing
management, development, and maintenance of customers’
business applications. The Company assumes responsibility
for, and manages selected application support functions for
the customer. Utilizing its developed methodologies,
processes, and tools, the Company is able to assimilate the
business process knowledge of its customers to develop and
deliver services specifically tailored for that customer.  The
Company’s Global Delivery Service provides the flexibility to
deliver to each client a unique mix of services on-site to the
customer’s location, off-site at its U.S. development centers,
and offshore at development centers in Mumbai and
Chennai, India.  The Company also provided Year 2000 com-
pliance services to customers during 1999, 1998, and 1997,
all of which were completed before December 31, 1999.

Applications Outsourcing engagements are frequently sup-
ported by long-term contractual agreements which general-
ly provide for minimum resource commitments, if billed on
a time-and-materials basis, or a specific set of deliverables
for fixed-price engagements.

Through e-Business, the Company provides development
and implementation services for a number of emerging and
rapidly growing high technology applications, including
Web development, Data Warehousing, e-commerce, CRM,
Oracle, and SAP.  These services may be provided on either a
time-and-material or on a fixed-price basis.

Through TeamSourcing, the Company provides professional
information technology consulting services directly to cus-
tomers on a staff augmentation basis.  TeamSourcing ser-
vices include systems specification, design, development,
implementation, and maintenance of complex information
technology applications involving diverse computer hard-
ware, software, data, and networking technologies and
practices.  TeamSourcing consultants, whether working indi-
vidually or as a team of professionals, generally receive
direct supervision from the customer's management staff.
TeamSourcing services are generally invoiced on a time-
and-material basis.

The accounting policies of the segments are the same as
those presented in Note 2.  Management allocates all cor-
porate expenses to the segments.  No balance sheet/identi-
fiable assets data is presented since the company does not
segregate its assets by segment.

1999 1998 1997

Revenues
Applications Outsourcing $ 87,311 $105,835 $ 64,049
e-Business 33,402 14,614 5,089 
TeamSourcing 41,404 47,526 55,200 

162,117 167,975 124,338 

Gross profit
Applications Outsourcing 40,324 45,516 24,038 
e-Business 10,789 4,409 1,172 
TeamSourcing 11,704 13,079 11,544 

62,817 63,004 36,754 

Sales, general, and 
administrative expenses 32,814 28,026 23,547 

Income from operations $ 30,003 $ 34,978 $ 13,207 

13. Geographic Information
Total revenues, income before income taxes, and identifiable
assets by geographic location were as follows:

1999 1998 1997

Revenues
United States operations $158,452 $166,046 $124,157 
India operations 10,188 14,400 9,264 
Europe operations 3,211 1,632 61 
Singapore operations 548 456 54 
Intercompany revenue 
elimination (10,282) (14,559) (9,198)

Total revenue $162,117 $167,975 $124,338 

Income before income taxes
United States operations $ 27,052 $ 28,928 $ 9,663 
India operations 4,486 7,839 4,542 
Europe operations 645 296 (211)
Singapore operations (156) (8) (57)

Total income before 
income taxes $ 32,027 $ 37,055 $ 13,937 

Assets, December 31
United States operations $100,495 $ 90,884 $ 58,574 
India operations 19,933 12,084 6,401 
Europe operations 1,842 985 93 
Singapore operations 198 282 164 

Total assets $122,468 $104,235 $ 65,232 
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14. Litigation and Claims
Legal actions and other claims are pending or may be insti-
tuted or asserted in the future against the Company.
Although the amount of liability at December 31, 1999 with
respect to these matters cannot be ascertained, the

Company believes that any resulting liability should not
materially affect future consolidated financial position or
results of operations of the Company.

15. Selected Quarterly Financial Data (Unaudited)
Selected financial data by calendar quarter were as follows:

(In thousands) First Second Third Fourth Full
quarter quarter quarter quarter year

1999
Revenues $ 38,797 $ 39,654 $ 42,564 $ 41,102 $ 162,117 
Cost of revenues 23,942 24,377 26,477 24,504 99,300 

Gross profit 14,855 15,277 16,087 16,598 62,817 

Selling, general, and administrative expenses 7,245 7,307 9,502 8,760 32,814 

Income from operations 7,610 7,970 6,585 7,838 30,003 

Other income, net 532 575 541 376 2,024 

Income before income taxes 8,142 8,545 7,126 8,214 32,027 

Income taxes 2,708 2,657 2,442 2,766 10,573 

Net income $ 5,434 $ 5,888 $ 4,684 $ 5,448 $ 21,454 

Earnings per share, diluted $ .14 $ .15 $ .12 $ .14 $ .55 

Weighted average share outstanding, diluted 38,886 38,683 39,016 39,631 39,049 

1998
Revenues $ 41,592 $ 43,214 $ 43,607 $ 39,562 $ 167,975 
Cost of revenues 27,047 27,096 27,772 23,056 104,971 

Gross profit 14,545 16,118 15,835 16,506 63,004 

Selling, general, and administrative expenses 6,093 6,931 7,423 7,579 28,026 

Income from operations 8,452 9,187 8,412 8,927 34,978 

Other income, net 398 425 680 574 2,077 

Income before income taxes 8,850 9,612 9,092 9,501 37,055 

Income taxes 2,814 2,891 2,638 4,081 12,424 

Net income $ 6,036 $ 6,721 $ 6,454 $ 5,420 $ 24,631 

Earnings per share, diluted $ .15 $ .17 $ .16 $ .14 $ .62 

Weighted average share outstanding, diluted 39,269 39,417 39,311 39,078 39,294

Earnings per share for the quarter are computed independently and may not equal the earnings per share computed for 
the total year. 
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To the Board of Directors of Syntel, Inc.

In our opinion, the accompanying consolidated balance sheets

and the related consolidated statements of income, shareholders' equity, and of

cash flows present fairly, in all material respects, the financial position of Syntel,

Inc., and its subsidiaries at December 31, 1999 and 1998, and the results of their

operations and their cash flows for each of the three years in the period ended

December 31, 1999 in conformity with accounting principles generally accepted in

the United States.  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 audits.  We conducted our audits of these 

statements in accordance with auditing standards generally accepted in the United

States, which 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, assessing the accounting

principles used and significant estimates made by management, and evaluating the

overall financial statement presentation.  We believe that our audits provide a 

reasonable basis for the opinion expressed above.

Detroit, Michigan

February 15, 2000

Report of Independent
Accountants
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