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Chairman’s Letter

Dear Shareholders,

It is a matter of pleasure to communicate with you directly and to share with you, the
status of your company during the past year and future outlook for the Company.

The Company has initiated co-development activities of PHAROS, a Multi-Target
Tracking Radar, STAR 2000 Upgrade and Air Traffic Management Radar AMC has
been taken up on the business front.

Governance and Sustainability

Your company endeavours to uphold the best practices in the Corporate Governance.
A report on compliance of the guidelines on Corporate Governance as per the
guidelines issued by the Department of Public Enterprises for CPSEs forms part of the
Board’s Report.

Acknowledgements

I would like to thank my fellow Directors on the Board for their wisdom and guidance.
I deeply appreciate our shareholders, customers, prospective customers and our
business associates for their continuing support. I also wish to express my sincere
gratitude to all the officers and employees of BEL-THALES Systems Limited for their
dedication and commitment which is responsible for driving growth in the company.
It shall be our continuous endeavour to build on these strengths to face future
challenges in the journey of profitable growth.

Best Wishes.
Sincerely,
Dr. Ajit T Kalghatgi
Chairman
Bengaluru
August 08, 2017

Page 1




Annual Report 2016-17

Vision, Mission and Values

Vision

e To be aleading technology and service provider for Radars in civilian

and select defence sectors in Indian and Global market.

Mission

e To be a lean and agile enterprise in Developing, Evolving and
Customising Radars and related services to meet challenges faced by

the Customer.

Values

e Putting customers first

e Working with transparency, honesty & integrity
e Trusting & respecting individuals

e Fostering team work

e Striving to achieve high employee satisfaction

e Encouraging flexibility and innovation

e Proud of being a part of the organisation
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Board of Directors, KMP, Auditors & Bankers

Board of Directors

Chairman
Dr. Ajit T Kalghatgi

Directors
Mr. Girish Kumar
Mr. Emmanuel de ROQUEFEUIL

Key Managerial Personnel

Chief Executive Officer
Mr. Rajiv Kumar Sikka

Chief Financial Officer
CMA. Bathina Srinivasa Rao

Company Secretary
CS. HarishM V

Statutory Auditors

Venkat, Kollali & Murthy,

Bengaluru

Bankers

State Bank of India,
Jalahalli Branch, Bengaluru.
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Board’s Report

To,
The Members of BEL-THALES Systems Limited.

Your Directors have pleasure in presenting their Third Annual Report on the business
and operations of the Company together with the Audited Standalone Ind AS

Financial Statements for the financial year ended March 31, 2017.

Financial Highlights

During the year under review, the performance of your company is as under:

Rs. in Lakhs
Particulars Year ended Year ended
March 31, 2017 March 31, 2016
Total Revenue 394.41 96.42
Total Expenses 476.29 339.92
Profit / (Loss) Before Tax (81.88) (243.50)
Less: Tax Expense (0.14) 1.24
Profit / (Loss) After Tax (81.74) (244.74)
Add : Balance B/F from
) (409.62) (164.88)

the previous year
Bal Profit L

alance Profit /= (Loss) (491.36) (409.62)
C/F to the next year

State of Company’s Affairs and Future Outlook

The primary focus of the Company is to Design, Develop, Market, Supply and Support
of Civilian and select Defence Radars for Indian and Global Markets.

The Company is expected to grow as a center for Development, Upgradation and
Customisation of Products and Solutions.

Dividend

Since the company neither has profit during the year nor any accumulated profits, the
Directors regret their inability to propose any dividend.
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Amount transferred to Reserves

It is not proposed to carry any amount to any reserves of the Company for the year.

Changes in Share Capital

During the Financial Year 2016-17, the Share Capital of the Company has been
increased from Rs. 2,240.00 Lakhs to Rs. 5,761.54 Lakhs, pursuant to allotment of
35,21,537 Equity Shares of Rs. 100 each under Rights Issue.

EDI Approval

Consequent to Rights Issue of Equity Share Capital, your Company received Foreign
Direct Investment (FDI) as per the approval accorded by Foreign Investment
Promotion Board (FIPB). Your Company completed all compliances relating to Foreign
Exchange Management Act, 1999 (FEMA) in respect of the same and consequently, the
Reserve Bank of India (RBI) has approved the receipt of the FDI and shares allotment
has been made by the Company.

Extract of Annual Return

The extract of Annual Return in format MGT - 9, for the Financial Year 2016-17 is
enclosed at Annexure 1.

Number of Board Meetings

During the Financial Year 2016-17, four meetings of the Board of Directors of the
company were held on May 02, 2016, July 26, 2016, October 24, 2016 and January 16,
2017.

Particulars of Loans, Guarantees and Investments under Section 186 of the Companies
Act, 2013

There were no loans given, guarantees provided, investments in securities and
acquisition made pursuant to Section 186 of the Companies Act, 2013 during the year
under review and hence, the said disclosure requirements are not applicable.

Particulars of the Contracts or Arrangements made with Related Parties made
pursuant to Section 188 of the Companies Act, 2013

There were no materially significant related party transactions with the Company’s
Promoters, Directors, Management or their relatives, which could have had a potential
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conflict with the interests of the Company at large. Transactions with related parties
that were entered into during the financial year were on an arm’s length basis and
were in the ordinary course of business. All Related Party Transactions are placed
before the Audit Committee / Board for approval. Members may refer to the notes to
the accounts for details on Related Party Transactions.

Explanation to the Statutory Auditor’s Remarks

There was no qualification, reservation, adverse remark or disclaimer made by the
Statutory Auditor in his Report.

Explanation to the Secretarial Auditor’s Remarks

The Secretarial Auditor in his Report observed the following:

1. The composition of the Board of Directors of the Company during the Financial
Year 2016-17 did not comply with the provisions of Section 149 of the Act with
regard to appointment of Independent Directors and consequently no separate
meeting of Independent Directors was held during the period under audit, and
the composition of the Audit Committee and the Nomination and Remuneration
Committee was also not as per the requirement of the Act.

Explanation by the Board: It is informed that the Company approached Bharat
Electronics Limited (the Holding Company) for appointment of Independent
Directors and it is also understood that application has been made to the
Government for categorization of the Company by Bharat Electronics Limited and
the same is under consideration by the Government. It is informed that upon
appointment of Independent Directors, they will be inducted to the Audit
Committee and Nomination and Remuneration Committee.

2. Article 78.1 of the Articles of Association of the Company stipulates: “The Board
of Directors shall consist of nine members ["Director(s)"]. Unless the Shareholders
agree otherwise, there shall be:

(a) three Directors proposed by BEL;

(b) one Director proposed by THALES;

(c) one Fulltime Director, acting as Managing Director & Chief Executive Officer
("MD & CEQ"), to be selected by Public Enterprise Selection Board and appointed
on the terms and conditions (including remuneration) as per relevant Government
of India Guidelines;

(d) one Director proposed by the Indian Government ("IG Director"); and

(e) three Independent Directors proposed by Administrative Ministry (MoD),
Government of India.”

Page 6




Annual Report 2016-17

As against above, during the audit period, the Company had only four Directors
(three Directors proposed by BEL and one Director proposed by THALES) from
01.04.2016 till 19.08.2016 and only three Directors (two Directors proposed by BEL

and one Director proposed by THALES), for the balance period.

Explanation by the Board: It is informed that in respect of three directors proposed
by BEL, Director (Research & Development) and Director (Finance) of BEL should
necessarily be on the BITSL Board, besides one more Director of BEL. Mr. P R
Acharya, Director (Finance) resigned from BEL w.e.f. 19.08.2016 and subsequently,
BEL withdrew his nomination on BTSL Board. At present, the post of Director
(Finance) is vacant in BEL. BEL informed that on filling up the post, the incumbent
new Director (Finance) will be nominated on BTSL Board. It is also informed that
BTSL being a Government Company, Directors in respect of (c), (d) and (e) above
are to be appointed by the Government and in accordance with the provisions
under Article 78.5 of the Articles of Association of the Company and as per existing
Government guidelines, it is understood that application has been made to the
Government for categorization of the Company by Bharat Electronics Limited (the
Holding Company) and the same is under consideration by the Government.”

Material Changes affecting the Financial Position of the Company

There were no material changes and commitments affecting the financial position of
the Company occurred between the end of the financial year to which this financial
statement relate and the date of this Board’s Report.

Conservation of Energy, Technology Absorption, Foreign Exchange Earnings and
Outgo

The information pertaining to conservation of energy is not applicable since the
Company currently does not own or started any manufacturing facility.

Technology Absorption, Adaptation and Innovation

1. Efforts in brief, made towards technology absorption, adaptation & innovation

During the FY 2016-17, two major programs (PHAROS co-development and Passive
Radar Demonstrator) started in BEL-THALES Systems Limited. As part of these two
programs, specific trainings have been scheduled and organized in the relevant
THALES entities, i.e., Thales Nederland B.V. and Thales Air Systems S.A.S.

These trainings, which are part of the programs, have allowed to learn and acquire
the skill sets necessary to perform the development activities as defined within the
contracts. And in that way, they included some parts of technology absorption.
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2. Benefits derived as a result of the above efforts

To learn and acquire the skill sets necessary to perform the development activities
as defined in the contracts.

3. The Company has not imported any technologies during the year 2016-17.
4. Expenditure on R&D

During the FY 2016-17, the Company has spent a sum of Rs. 277.84 Lakhs on
Development (Capital - Intangible Assets Under Development).

Foreign Exchange Earnings / Outgo

Earnings : Rs. 50.24 Lakhs
Outgo : Rs. 3.47 Lakhs (On account of other matters in respect of Foreign Tours)

Details of Subsidiaries, Joint Ventures or Associate Companies

The Company has not acquired or disinvested any subsidiaries, joint ventures or
associate companies during the year under review.

Risk Management Policy

In the opinion of the Board, there are no elements of risk threatening the Company’s
existence. The Company does not yet have a Risk Management Policy.

Details of Directors and Key Managerial Personnel

Mr. P C Jain, Director superannuated from Bharat Electronics Limited and
subsequently, BEL withdrew his director nomination. He ceased to be a Director of the
Company with effect from July 31, 2016.

Mr. Girish Kumar was appointed as Additional Director (upon receipt of Director
Nomination from Bharat Electronics Limited) by the Board of Directors with effect
from August 03, 2016. The Second Annual General Meeting held on September 01,
2016 appointed Mr. Girish Kumar as a Director.
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Mr. PR Acharya, Director resigned from Bharat Electronics Limited and subsequently,
BEL withdrew his director nomination. He ceased to be a Director of the Company
with effect from August 19, 2016.

Mr. Antoine CAPUT, Director resigned from Thales India Private Limited and
subsequently, TIPL withdrew his director nomination. He ceased to be a Director of
the Company with effect from February 16, 2017.

Mr. Emmanuel de ROQUEFEUIL was appointed as Additional Director (upon receipt
of Director Nomination from THALES) by the Board of Directors with effect from
February 16, 2017.

Mr. Girish Kumar, Director is retiring by rotation at the ensuing Third Annual General
Meeting.

Details of Significant and Material Orders passed by the Regulators / Courts /
Tribunal

There were no significant and material orders passed by the Regulators / Courts /
Tribunal which would impact the going concern status of the Company and its future
operations.

Statement in Respect of Adequacy of Internal Financial Control with Reference to the
Financial Statements

The Company has in place, adequate internal financial controls with reference to
financial statements.

Deposits

The Company is not having any deposits under Chapter V of the Companies Act, 2013
and hence, disclosure under Rule 8 (5) (v) and (vi) of the Companies (Accounts) Rules,
2014 are not applicable.

Declaration by Independent Directors

The Company does not have any independent directors during the financial year and
hence, the declaration by Independent Directors is not applicable.
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Secretarial Audit Report

Pursuant to the provisions of Section 204 of the Companies Act, 2013 and the
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014,
the Company has appointed CS. Venugopalan V, Practicing Company Secretary (PCS
Registration No. 16910) for the financial year 2016-17 to undertake the Secretarial
Audit of the Company. The Secretarial Audit Report in MR - 3 format is annexed to
this report at Annexure 2.

Corporate Social Responsibility

The provisions of Section 135 of the Companies Act, 2013 read with the Companies
(Corporate Social Responsibility Policy) Rules, 2014 relating to Corporate Social
Responsibility are not applicable to the Company.

Audit Committee

With the increase in the paid up Share Capital of the Company, the formation of the
Audit Committee provisions of Section 177 of the Companies Act, 2013 are applicable
to the Company for the first time from the FY 2016-17. Since the Independent Directors
are not appointed on the Board of the Company, the Audit Committee was formed on
May 02, 2016 with the existing Directors and will be reconstituted once the
Independent Directors are appointed on the Board.

Some of the important functions performed by the Audit Committee are as follows:

e the recommendation for remuneration of auditors of the company

e review and monitor the auditor’s independence and performance, and
effectiveness of the audit process

e examination of the financial statement and the auditors’ report thereon

e approval or any subsequent modification of transactions of the company with
related parties

e scrutiny of inter-corporate loans and investments

e valuation of undertakings or assets of the company, wherever it is necessary

e evaluation of internal financial controls and risk management systems

e monitoring the end use of funds raised through public offers and related matters

e any other roles and responsibilities as assigned by the Board from time to time or
under the Companies Act, 2013

All the Recommendations made by the Audit Committee were accepted by the Board.

Refer Annexure 4 - Report on Corporate Governance for details about composition of
the Audit Committee along with the members” attendance.
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Nomination & Remuneration Committee Policy

With the increase in the paid up Share Capital of the Company, the formation of the
Nomination and Remuneration Committee provisions of Section 178 of the Companies
Act, 2013 are applicable to the Company for the first time from the FY 2016-17. Since
the Independent Directors are not appointed on the Board of the Company, the
Nomination and Remuneration Committee was formed on May 02, 2016 with the
existing Directors and will be reconstituted once the Independent Directors are
appointed on the Board.

Some of the important functions performed by the Nomination and Remuneration
Committee are as follows:

e identify persons who may be appointed in senior management in accordance
with the criteria laid down, recommend to the Board, their appointment and
removal

e formulate the criteria for determining qualifications, positive attributes and
recommend to the Board a policy, relating to the remuneration for key
managerial personnel and other employees

e any other roles and responsibilities as assigned by the Board from time to time
or under the Companies Act, 2013

There was no Nomination and Remuneration meeting held during the financial year
2016-17.

The Nomination and Remuneration Committee was reconstituted w.e.f. February 16,
2017 with the following members:

1. Mr. Girish Kumar

2. Dr. Ajit T Kalghatgi

3. Mr. Emmanuel de ROQUEFEUIL

Disclosure on Establishment of Vigil Mlechanism

The provisions of Section 177 (9) and (10) of the Companies Act, 2013 relating to
Establishment of Vigil Mechanism is not applicable to the Company and hence, the
said disclosure requirements are not applicable.

Management Discussion and Analysis Report

The Management Discussion and Analysis Report is attached at Annexure 3.

Corporate Governance

The Report on Corporate Governance is attached at Annexure 4.
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Sustainability Report

Pursuant to the Guidelines on “Corporate Social Responsibility and Sustainability”
issued by the Department of Public Enterprises, Government of India, the Report on
Sustainability is attached at Annexure 5.

Disclosures under Sexual Harassment of Women at Workplace (Prevention,
Prohibition & Redressal) Act, 2013

There are no cases filed during the financial year with respect to Sexual Harassment of
Women at Workplace and hence, the said disclosure requirements are not applicable.

Disclosure Requirements under the Employment and Labour Laws

There are no complaints relating to child labour, forced labour, involuntary labour,
sexual harassment in the financial year and hence, the said disclosure requirements
are not applicable.

Details in Respect of Fraud Reporting by Auditors

There are no frauds reported for the period under review by the Auditor’s under
section 143(12) of the Companies Act, 2013 other than those which are reportable to
the Central Government and hence, the said disclosure requirements are not
applicable.

Statutory Auditors

Pursuant to Section 139 (5) of the Companies Act, 2013, the Comptroller and Auditor
General of India appointed Venkat, Kollali & Murthy, Chartered Accountants (Firm
Registration Number: 004603S) as Statutory Auditors for the Financial Year 2016-17.
Auditors have confirmed their eligibility under section 141 of the Companies Act, 2013
& given their written consent for the reappointment.

MCA-21 Compliance

The e-governance initiative of the Ministry of Corporate Affairs in the administration
of the Companies Act, 2013 (MCA-21) provides the public, corporate entities and
others, an easy and secure online access to the corporate information including the
tiling of documents and public access to information required to be in public domain
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under the statute, at any time and from anywhere. The Company has complied with
all mandatory e-filing requirements under MCA-21 for the Financial Year 2016-17.

Directors’ Responsibility Statement

In accordance with the provisions of Section 134(5) of the Companies Act, 2013, your
directors confirm that:

a. in the preparation of the annual accounts for the financial year ended March 31,
2017, the applicable accounting standards had been followed with proper
explanation relating to material departures, if any;

b. the directors had selected such accounting policies and applied them consistently
and made judgments and estimates that are reasonable and prudent so as to give
a true and fair view of the state of affairs of the Company as at March 31, 2017 and
of its loss of the Company for that period;

c. the directors had taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of the Companies Act, 2013
for safeguarding the assets of the Company and for preventing and detecting fraud
and other irregularities;

d. the directors had prepared the annual accounts on a going concern basis; and
e. the directors had devised proper systems to ensure compliance with the provisions
of all applicable laws and that such systems were adequate and operating

effectively.

ACKNOWLEDGEMENTS

The Board expresses its gratitude for the support received from the employees of the
Company, the holding company Bharat Electronics Limited and the Joint Venturers
Thales India Private Limited and Thales Air Systems S.A.S.

Directors place on record for the valuable support received and express their sincere
thanks to the Comptroller and Auditor General of India, Chairman, Members and
Employees of the Audit Board, Reserve Bank of India, Ministries of Government of
India, various departments of Central & State Governments, Statutory Auditors,
Bankers, Customers and Vendors.
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Directors express their appreciation and gratitude to all the stakeholders for the trust
and confidence reposed in the Company and look forward to their continued support
and participation in sustaining the growth of the Company in the coming years.

For and on behalf of the Board of Directors

Dr. Ajit T Kalghatgi
Chairman
(DIN: 05300252)

Bengaluru
August 08, 2017
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I. REGISTRATION & OTHER DETAILS:

Annexure 1 - Extract of Annual Return

FORM NO. MGT-9

EXTRACT OF ANNUAL RETURN

as on the financial year ended on March 31, 2017

[Pursuant to Section 92 (3) of the Companies Act, 2013 and rule 12(1) of the
Companies (Management &Administration) Rules, 2014]

CIN

U32106KA2014GOI1076102

ii

Registration Date

August 28, 2014

iii

Name of the Company

BEL-THALES Systems Limited

iv

Category / Sub Category of the

Company

Company Limited by Shares /
Union Government Company

Address of the Registered office

& contact details

Registered Office, CNP Area, BEL
Industrial Estate, Jalahalli, Bengaluru
-560 013, Karnataka, India.

Contact No: 08028381803

vi

Whether listed company

No

vii

Name, Address & contact details of
Registrar & Transfer Agent, if any.

NA

II. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY

All the business activities contributing 10% or more of the total turnover of the
company shall be stated:

NIC Code of % to Total
SI. Name & Description of the main the Turnover
No. . Product/ of the
Products / Services .
Service Company
1 The Radar P'ro.d.uct Support / Field C 26 26515 100
Support Activities

ITII. PARTICULARS OF HOLDING, SUBSIDIARY & ASSOCIATE COMPANIES

Name &
SL Holding/ % of .
No | Address CIN/GLN Subsidiary/ | Shares | APPlicable
of the ] Section
Associate held
Company
Bharat Section 2
1 | Electronics | L32309KA1954GOI000787 Holding 74.00 (46)
Limited
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IV . SHAREHOLDING PATTERN (Equity Share capital Break up as % of total Equity)

(i). Category-wise Share Holding

No. of Shares held at the beginning of the No. of Shares held at the end of the year | |
year %0 change
Category of

during the
Shareholders % of Total % of Total 5

i i ear
Demat| Physical Total Shares Demat| Physical Total Shares y

A. Promoters

(1) Indian

a) Individual/HUF - 4 4 - - 4 4 - -

b) Central Govt - - - - - - - - -

¢) State Govt -

d) Bodies Corporates - 21,27,996 | 21,27,996 95.00 - 54,73,457 | 54,73,457 95.00 -

e) Bank/FI - - - - - - - - -

f) Any other - - - - - - - - -

SUB TOTAL:(A) (1) - 21,28,000 | 21,28,000 95.00 - 54,73,461 | 54,73,461 95.00 -

(2) Foreign

a) NRIs- Individuals - - - - - - - - -

b) Other Individuals - - - - - - - - B

¢) Bodies Corporates - 1,12,000 1,12,000 5.00 - 2,88,076 2,88,076 5.00 -

d) Banks/FI - - - - - - - - -

e) Any other - - - - - - - - R

SUB TOTAL (A) (2) - 1,12,000 | 1,12,000 5.00 - 2,88,076 | 2,88,076 5.00 -

Total Shareholding of
Promoter
(A)=(A)(1)+(A)(?2) - 22,40,000 | 22,40,000 100.00 - 57,61,537 | 57,61,537 100.00 -

B. PUBLIC SHAREHOLDING

(1) Institutions

a) Mutual Funds - - - - - - - - -

b) Banks/FI - - - - - - - - -

¢) Central Govt - - - - - - - - -

d) State Govt - - - - - - - - -

e) Venture Capital Fund - - - - B - - - -

f) Insurance Companies - - - - - - - - -

g) Flls - - - - - - - - -

h) Foreign Venture
Capital Funds - - - - - - - - -

i) Others (specify) - - - - - - - - -

SUB TOTAL (B)(1): - - - - - ; - - )

(2) Non Institutions

a) Bodies Corporates

i) Indian - - - - - - - - -

ii) Overseas - - - - - - - _ _

b) Individuals

i) Individual

shareholders holding
nominal share capital
upto Rs.1 lakh - . . - - - - - -

ii) Individuals
shareholders holding
nominal share capital in
excess of Rs. 1 lakh - - - - - - - - -

c) Others (specify) - - - - - - - - -

SUB TOTAL (B)(2): - - - - - ; - - )

Total Public
Shareholding
(B)= (B)(1)+(B)(2) - - - - - - - . -

C. Shares held by
Custodian for
GDRs & ADRs - - - - - - - - -

Grand Total (A+B+C) - 22,40,000 | 22,40,000 100.00 - 57,61,537 | 57,61,537 100.00 -
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(ii). Shareholding of Promoters

Shareholding at the Shareholding at the o .
- % change in
beginning of the year end of the year share
Sl No. Shareholders Name % of total | % of shares pledged ) % of shares holding
No of shares shares encumbered to total| No of shares | 0 °f total shares pledged during the
of the company shares of the company | encumbered to year
total shares
1 Bharat Electronics Limited 16,57,596 74.00 - 42,63,534 74.00 - -
2 Thales India Private Limited 4,70,400 21.00 - 12,09,923 21.00 - -
3 Thales Air Systems S.A.S. 1,12,000 5.00 - 2,88,076 5.00 - -
Total 22,39,996 100.00 - 57,61,533 100.00 - -
(iii). Change in Promoters' Shareholding (Specify if there is no change)
Share holding at the beginning | Cumulative Shareholding during
of the year the year
SL. No. Shareholders Name % of total % of total
No. of Shares | shares of the No of shares shares of the
company company
1 Bharat Electronics Limited
At the beginning of the year 16,57,596 74.00 16,57,596 74.00
Allotment of Further Issue
of Shares on October 24, 26,05,938 - 42,63,534 74.00
2016
At the end of the year 42,63,534 74.00
2 Thales India Private Limited
At the beginning of the year 4,70,400 21.00 4,70,400 21.00
Allotment of Further Issue
of Shares on October 24, 7,39,523 - 12,09,923 21.00
2016
At the end of the year 12,09,923 21.00
3 Thales Air Systems S.A.S.
At the beginning of the year 1,12,000 5.00 1,12,000 5.00
Allotment of Further Issue
of Shares on October 24, 1,76,076 - 2,88,076 5.00
2016
At the end of the year 2,88,076 5.00

(iv). Shareholding Pattern of top ten Shareholders (other than Direcors, Promoters & Holders of GDRs & ADRs)

Sl. No

For Each of the Top 10

Shareholding at the end of the
year

Cumulative Shareholding during

the year

Shareholders

% of total

No.of shares | shares of the

company

No of shares

% of total
shares of the
company

At the beginning of the year

Date wise increase / decrease
in Promoters Share holding
during the year specifying the
reasons for increase / decrease
(e.g. allotment / transfer /
bonus / sweat equity, etc)

At the end of the year (or on
the date of separation, if
separated during the year)

NIL

v).

Shareholding of Directors & Key Managerial Personnel

Sl. No

Shareholding at the end of the
year

Cumulative Shareholding during

the year

For Each of the Directors &
KMP

% of total
shares of the
company

No.of shares

No of shares

% of total
shares of the
company

Directors

1

Dr. Ajit T Kalghatgi

At the beginning of the year

Date wise increase / decrease
in Share holding during the
year specifying the reasons for
increase / decrease (e.g.
allotment / transfer / bonus /
sweat equity, etc)

At the end of the year

Key Managerial Personnel

1

Mr. Rajiv Kumar Sikka

At the beginning of the year

Date wise increase / decrease
in Share holding during the
year specifying the reasons for
increase / decrease (e.g.
allotment / transfer / bonus /
sweat equity, etc)

At the end of the year
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V.INDEBTEDNESS

Indebtedness of the Company including interest outstanding / accrued but not due for payment

excluding
deposits

Secured Loans

Total
Indebtedness

Unsecured
Loans

Deposits

Indebtness at the beginning of the
financial year

i) Principal Amount

ii) Interest due but not paid

iii) Interest accrued but not due

Total (i+ii+iii)

Change in Indebtedness during the
financial year

Additions

Reduction

Net Change

Indebtedness at the end of the
financial year

i) Principal Amount

ii) Interest due but not paid

iii) Interest accrued but not due

Total (i+ii+iii)

NIL

VI. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

A. Remuneration to Managing Director, Whole time director and / or Manager:

Annual Report 2016

S1.No

Particulars of Remuneration

Name of the MD/WTD/Manager

1

Gross salary

MD | WTD | Managar

(Rs. in
Lakhs)

(a) Salary as per provisions contained in
section 17(1) of the Income Tax Act, 1961.

(b) Value of perquisites u/s 17(2) of the
Income tax Act, 1961

(c) Profits in lieu of salary under section
17(3) of the Income Tax Act, 1961

Stock option

W

Sweat Equity

Commission

as % of profit

others (specify)

Others, please specify

Total (A)

Ceiling as per the Act

NIL
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B. Remuneration to other directors:

Name of the

S1.No Particulars of Remuneration .
Director

(Rs. in Lakhs)

1 Independent Directors

(a) Fee for attending board committee

(b) Commission

(c) Others, please specify

Total (1)

2 Other Non Executive Directors

(a) Fee for attending NIL

(b) Commission

(c) Others, please specify.

Total (2)

Total (B)=(1+2)

Total Managerial Remuneration

Overall Cieling as per the Act.

C. REMUNERATION TO KEY MANAGERIAL PERSONNEL OTHER THAN MD / MANAGER /WTD

S1. No. Particulars of Key Managerial Personnel (Rs. in Lakhs)
. . Chief
1 Gross Salary Chief Ex.e cutive Financial Company Total
Offier . Secretary
Offier
(a) Salary as per provisions 33.63 20.87 11.79 66.29

(b) Value of perquisites - - - -
(c) Profits in lieu of salary - - - -
2 |Stock Option - - - -
Sweat Equity - - - -
4 Commission
as % of profit - - - -
others, specify - - - -
5 Others, please specify - - - -
Total 33.63 20.87 11.79 66.29

(e8]
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VII. PENALTIES / PUNISHMENT / COMPOUNDING OF OFFENCES

Section of Details of . . Appeal
h Brief Penalty/Punis | Authority made if
Type C the . . hment/Compo | (RD/NCLT/ .
ompanies | Description unding fees Court) any (give
Act, 2013 . details)
imposed
A. COMPANY
Penalty
Punishm
ent NIL
Compou
nding
B. DIRECTORS
Penalty
Punishm
ent NIL
Compou
nding
C. OTHER OFFICERS IN DEFAULT
Penalty
Punishm
ent NIL
Compou
nding
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Annexure 2 - Secretarial Audit Report

Form No. MR-3

SECRETARIAL AUDIT REPORT
FOR THE FINANCIAL YEAR ENDED 31 MARCH 2017

[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No.9 of the
Companies (Appointment and Remuneration of Managerial Personnel) Rules,
2014]

To

The Members,

BEL-THALES Systems Limited,
CIN U32106KA2014GOI1076102,
CNP Area, BEL Industrial Estate,
Jalahalli, Bengaluru - 560013,
Karnataka, India.

1. I have conducted the secretarial audit of the compliance of applicable statutory
provisions and the adherence to good corporate practices by BEL-THALES
SYSTEMS LIMITED (hereinafter called “the Company” or “BTSL”). Secretarial
Audit was conducted in a manner that provided me a reasonable basis for
evaluating the corporate conducts/statutory compliances and expressing my

opinion thereon.

2. Based on my verification of the Company’s books, papers, minute books, forms
and returns filed and other records maintained by the Company and also the
information provided by the Company, its officers, agents and authorized
representatives during the conduct of secretarial audit, I hereby report that in my
opinion, the Company has, during the audit period covering the financial year
ended on 31 March, 2017 complied with the statutory provisions listed hereunder
and also that the Company has proper Board-processes and compliance
mechanism in place to the extent, in the manner and subject to the reporting made

hereinafter:

3. I have examined the books, papers, minute books, forms and returns filed and
other records maintained by the Company for the financial year ended on 31

March, 2017 according to the provisions of:

(i) The Companies Act, 2013 (the Act) and the rules made thereunder;

(ii) The Securities Contracts (Regulation) Act, 1956 and the rules made thereunder

[Not applicable to the Company during the audit period];
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(iii) The Depositories Act, 1996 and the Regulations and Bye-laws framed
thereunder [Not applicable to the Company during the audit period];

(iv) Foreign Exchange Management Act, 1999 and the rules and regulations made
thereunder to the extent of Foreign Direct Investment, Overseas Direct
Investment and External Commercial Borrowings;

(v) The following Regulations and Guidelines prescribed under the Securities and
Exchange Board of India Act, 1992:-

(@) The Securities and Exchange Board of India (Substantial Acquisition of
Shares and Takeovers) Regulations, 2011 [Not applicable to the Company
during the audit period];

(b) The Securities and Exchange Board of India (Prohibition of Insider
Trading) Regulations, 2015 [Not applicable to the Company during the
audit period];

(c) The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009 [Not applicable to the Company during
the audit period];

(d) The Securities and Exchange Board of India (Share based employee
benefits) Regulations, 2014 [Not applicable to the Company during the
audit period];

(e) The Securities and Exchange Board of India (Issue and Listing of Debt
Securities) Regulations, 2008[Not applicable to the Company during the
audit period];

(f) The Securities and Exchange Board of India (Registrars to an Issue and
Share Transfer Agents) Regulations, 1993 regarding the Companies Act
and dealing with client [Not applicable to the Company during the audit
period];

(g) The Securities and Exchange Board of India (Delisting of Equity Shares)
Regulations, 2009[Not applicable to the Company during the audit
period]; and

(h) The Securities and Exchange Board of India (Buyback of Securities)
Regulations, 1998 [Not applicable to the Company during the audit
period];

(vi) The Company has not identified any law as specifically applicable to the
company;

4. Thave also examined compliance with the applicable clauses of the following;:

(i) Secretarial Standards issued by The Institute of Company Secretaries of India;
and

ii) The Listing Agreements entered into by the Company with Stock Exchange(s
& Ag y pany g
[Not applicable to the Company during the audit period].

Page 22




Annual Report 2016-17

5. During the period under review the Company has complied with the provisions
of the Act, Rules, Regulations, Guidelines, Standards, etc. mentioned above subject
to the following observations:

(i)

(i)

The composition of the Board of Directors of the Company during the Financial Year
2016-17 did not comply with the provisions of Section 149 of the Act with regard to
appointment of Independent Directors and consequently no separate meeting of
Independent Directors was held during the period under audit, and the composition
of the Audit Committee and the Nomination and Remuneration Committee was also
not as per the requirement of the Act.

Article 78.1 of the Articles of Association of the Company stipulates:

“The Board of Directors shall consist of nine members ["Director(s)"]. Unless the

Shareholders agree otherwise, there shall be:

(a) three Directors proposed by BEL;

(b) one Director proposed by THALES;

(c) one Fulltime Director, acting as Managing Director & Chief Executive Officer
("MD & CEO"), to be selected by Public Enterprise Selection Board and
appointed on the terms and conditions (including remuneration) as per relevant
Government of India Guidelines;

(d) one Director proposed by the Indian Government ("1G Director"); and

(e) three Independent Directors proposed by Administrative Ministry (MoD),
Government of India.”

As against above, during the audit period, the Company had only four Directors
(three Directors proposed by BEL and one Director proposed by THALES) from
01.04.2016 till 19.08.2016 and only three Directors (two Directors proposed by BEL
and one Director proposed by THALES), for the balance period.

During discussions with the Company Officials I was informed that BTSL being a
Government Company, these Directors [i.e. (c), (d) and (e) above] are to be appointed
by the Government and in accordance with the provisions under Article 78.5 of the

Articles of Association of the Company and as per existing Government guidelines,

application has been made to the Government for categorization of the Company and
the same is under consideration by the Government.

6. Ifurther report that:

6.1 Subject to my observations (i) and (ii) in Paragraph-5 above, during the period

under audit, the Board of Directors of the Company is duly constituted with
Non-Executive Directors. The changes in the composition of the Board of
Directors that took place during the period under review were carried out in
compliance with the provisions of the Act.
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6.2 Adequate notice is given to all directors to schedule the Board Meetings,
agenda and detailed notes on agenda were sent at least seven days in advance,
and a system exists for seeking and obtaining further information and
clarifications on the agenda items before the meeting and for meaningful
participation at the meeting.

6.3 Majority decision is carried through while the dissenting members” views are
captured and recorded as part of the minutes.

I further report that there are adequate systems and processes in the company
commensurate with the size and operations of the company to monitor and ensure
compliance with applicable laws, rules, regulations and guidelines.

I further report that during the audit period the Company has increased its Paid
up share capital from Rs. 2240.00 lakhs as at the close of the previous financial year
to Rs. 5761.54 lakhs, by further allotment of 35,21,537 fully paid up equity shares
of Rs.100/- each to the three promoter companies in the same proportion as their
existing holding.

Bengaluru Name and Signature: VENUGOPALAN VENKITAN
Designation: Practicing Company Secretary
4th May 2017 Stamp: ACS No.13511; COP No.16910

Note: This report is to be read with my letter of even date which is annexed as
Annexure A and forms an integral part of this report.
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Annexure A

To

The Members,

BEL-THALES Systems Limited,
CIN U32106KA2014GO1076102,
CNP Area, BEL Industrial Estate,
Jalahalli, Bengaluru - 560013,
Karnataka, India.

My report of even date is to be read along with this letter.

(1) Maintenance of secretarial record is the responsibility of the management of the
company. My responsibility is to express an opinion on these secretarial records
based on my audit.

(2) I have followed the audit practices and processes as were appropriate to
obtain reasonable assurance about the correctness of the contents of the
Secretarial records. The verification was done on test basis to ensure that correct
facts are reflected in secretarial records. I believe that the processes and
practices I followed provide a reasonable basis for my opinion.

(3) I have not verified the correctness and appropriateness of financial records and
Books of Accounts of the company.

(4) Wherever required, I have obtained the Management representation about
the compliance of laws, rules and regulations and happening of events etc.

(5) The compliance of the provisions of Corporate and other applicable laws, rules,
regulations, standards is the responsibility of management. My examination was
limited to the verification of procedures on test basis.

(6) The Secretarial Audit report is neither an assurance as to the future viability of
the company nor of the efficacy or effectiveness with which the management has
conducted the affairs of the company.

Bengaluru Name and Signature: VENUGOPALAN VENKITAN
Designation: Practicing Company Secretary
4th May 2017 Stamp: ACS No.13511; COP No.16910
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Annexure 3 - Management Discussion and Analysis Report

1. Strengths, Weaknesses, Opportunities and Threats

a) Strengths

e Strong backing and support of the Joint Venturers (Bharat Electronics Limited
(BEL), Thales India Private Limited (TIPL) and Thales Air Systems S.A.S. (TR6))
for business development and growth.

e Availability of the business resources, essential technological capabilities and
capital from the Joint Venturers to start business operations.

b) Weaknesses

e Weak defence manufacturing ecosystems due to lack of Electronic System
Design and Manufacturing (ESDM) companies.

e Non availability of trained manpower with domain knowledge and expertise
in the initial stages.

¢) Opportunities

e Technological capabilities acquired with the support of the Joint Venturers will
lead to designing, developing and marketing of modern Civilian and Defence
Radars, both in India and abroad.

¢ The existing manufacturing infrastructure, facilities and expertise at BEL will
be utilised for producing state of the art Radars with technological inputs from
Thales, France.

d) Threats

e Competition from private industry and joint ventures of other leading global
Radar manufacturers will lead to the stiff completion in niche civilian market
segments as well as the select defence areas targeted.

e Long gestation period of product evaluation and acceptance in the defence
segment would be a strain for the newly formed company.

e The company is obliged to keep away from the existing business being
addressed by the Joint Venturers as per Joint Venture Agreement.

e Non-existent MSMEs for sourcing components and subsystems for the
manufacture of state of the art Radars would be a challenge.
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2. Major initiatives undertaken and planned to ensure sustained performance and
growth

The Company is making efforts towards co-development and local production of a
Ka-Band Multi-Target Tracking Radar to address emerging potential market
segment. During the year, the PHAROS completed the Preliminary Design Review
(PDR) milestone.

The Company has also taken action to install Passive Radar Demonstrator and
setting up of Engineering Factory linked to Thales Nederland B.V. for development
of software in the Company’s premises.

3. Internal Control Systems and its adequacy

The Company has an adequate system of Internal Control commensurate with its
size and nature of its operations. They have been designed to provide measures
with a view to provide reasonable assurance with regard to recording and
providing reliable financial and operational information, complying with
applicable statutes, safeguarding assets from unauthorised use or losses, executing
transactions with proper authorisation and ensuring compliance of company’s
policies and procedures issued from time to time.

4. Financial / Operational Performance
a) Strategy & Obijectives
The main objectives of financial strategy of the company are as follows:

e To make available funds by effective cash flow management.

o To effectively execute tax planning.

e To meet the expectations of various stakeholders.

¢ To maintain standards of financial reporting by following the mandatory
Accounting Standards.
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b) Performance Highlights
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Rs. in Lakhs
Particulars Year ended Year ended
March 31, 2017 March 31, 2016
Total Revenue 394.41 96.42
Total Expenses 476.29 339.92
Profit / (Loss) Before Tax (81.88) (243.50)
Less: Tax Expense (0.14) 1.24
Profit / (Loss) After Tax (81.74) (244.74)
Add : Bal B/F f
alance B/E from (409.62) (164.88)
the previous year
Bal Profit L
alance Profit /= (Loss) (491.36) (409.62)
C/F to the next year
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Annexure 4 - Report on Corporate Governance

Philosophy and Code of Governance

The Company’s philosophy of Corporate Governance is based on the principles of
honesty, integrity, accountability, adequate disclosures, legal compliances,
transparency in decision making and avoiding conflicts of interests. Corporate
structure, business and disclosure practices have been aligned to Corporate
Governance philosophy.

Board of Directors

Composition

At present, the Board of Directors comprises of three Directors including the
Chairman. The Director (R&D) of BEL Board is the Chairman of the Board. Two
Directors are nominated by BEL (including Chairman) and one Director is nominated
by THALES. One more director to be nominated by BEL (as per the Articles of
Association of the Company).

The Composition of the Board of Directors is given below:

1. Dr. Ajit T Kalghatgi, Chairman Director (R&D), BEL
2. Mr. Girish Kumar, Director Director (BG Complex), BEL
3. Mr. Emmanuel de ROQUEFEUIL, Director Managing Director, TIPL

Appointment of Additional Director

Mr. Emmanuel de ROQUEFEUIL was appointed as Additional Director (upon receipt
of Director Nomination from THALES) by the Board of Directors with effect from
February 16, 2017. Mr. Emmanuel has over three decades experience in the defence
and aerospace market. He holds Managing Director position in Thales India Private
Limited.

Meetings and Attendance

Board Meetings
During the year, four Board Meetings were held on May 02, 2016, July 26, 2016, October
24,2016 and January 16, 2017 such that the maximum interval between any two Board

Meetings was 90 days. Details of Attendance of the Directors at the Board Meetings,
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Annual General Meeting and the number of other Directorships /Committee

memberships held by them as on March 31, 2017 are given below:

Sl.
No.

Directors

No. of
Board
Meetings
held
during
respective
tenure of
Director

No. of
Board
Meetings
attended

Attendance
at the last
AGM held
on
September
01, 2016

No. of
other
Direc-
torships
held

Number of
Committee
Membership
across all
companies *

As
Chairman

As
Member

Dr. Ajit T
Kalghatgi

4

Yes

Mr.PC
Jain
(Ceased to
be a
Director
w.ef. July
31, 2016)

NA

Mr.PR
Acharya
(Ceased to
be a
Director
w.e.f.
August 19,
2016)

NA

Mr. Girish
Kumar
(Appt.
w.e.f.
August 03,
2016)

Mr.
Antoine
Caput
(Ceased to
be a
Director
w.ef.
February
16, 2017)

NA
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Mr.
Emmanuel
de
ROQUEFE
UIL (Appt.
w.e.f.
February
16, 2017)

* Membership of Audit Committee and Shareholders” Grievance Committee is only
considered.

Audit Committee Meetings

The Composition of the Audit Committee during the financial year 2016-17 and details
of the Members participation at the Meeting are as under:

Attendance at the Audit Committee Meeting held on

Name
July 26, 2016 October 24, 2016 | January 16,2017

Mr. P C Jain, Chairman
(Ceased to be a
Member w.e.f. July 31,
2016)

Mr. P R Acharya
(Ceased to be a
Member w.e.f. August
19, 2016)

Dr. Ajit T Kalghatgi,
Chairman (Appt. w.e.f. NA v v
October 24, 2016)
Mr. Girish Kumar
(Appt. w.e.f. October NA v v
24, 2016)

Mr. Antoine Caput
(Ceased to be a
member w.e.f.
February 16, 2017)
Mr. Emmanuel de
ROQUEFEUIL (Appt.
w.e.f. February 16,
2017)

NA
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Note: The Audit Committee was reconstituted w.e.f. February 16, 2017 with the
following members:

1. Dr. Ajit T Kalghatgi, Chairman

2. Mr. Girish Kumar

3. Mr. Emmanuel de ROQUEFEUIL

Details of last two Annual General Meeting are as follows:

AGM Year Location Date & Time
No.

BEL-THALES Systems Limited, CNP

September 11, 2015
First 2014-15 | Area, BEL Industrial Estate, Jalahalli, cptember
) at 09.15 AM
Bengaluru - 560013, Karnataka, India.
BEL-THALES Syst Limited, CNP
Second | 2015-16 | Area, BEL Ind yts erlné tlim]e lahatlj, | cPtember 01,2016
n - rea, n Ti , i,
eco ea ustrial Estate, Jalaha 2t 09,30 AM

Bengaluru - 560013, Karnataka, India.

All the resolutions, including Special Resolution, set out in the respective Notices of

last two Annual General Meeting were passed by the Shareholders. During the last

two years, the following Special Resolutions were passed:

e Further Issue of Equity Share Capital was passed in the First Annual General
Meeting held on September 11, 2015.

e Further Issue of Equity Share Capital was passed in the Second Annual General
Meeting held on September 01, 2016.

No resolutions were put through postal ballot during the year.

Details of Third Annual General Meeting

The Third Annual General Meeting of the Company is proposed to be held on Friday,
September 08, 2017 at 09.30 AM and at the Registered Office of the Company, CNP
Area, BEL Industrial Estate, Jalahalli, Bengaluru - 560013, Karnataka, India.

Code of Conduct

The Board of Directors of your Company has laid down a Code of Business Conduct
and Ethics for Board Members, Key Managerial Personnel and Senior Management of
the Company as per Guidelines on Corporate Governance for Central Public Sector
Enterprises issued by the Department of Public Enterprises. All Board Members, Key
Managerial Personnel and Senior Management have affirmed compliance with the
Code during the Financial Year 2016-17. A declaration to this effect signed by the
Chairman is attached to this Report.
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Remuneration

The Company does not pay any remuneration to its Directors. The Company has not
issued any stock options to its Directors.

Directors” Shareholdings

Dr. Ajit T Kalghatgi, Director holds one share in the Company as Bharat Electronics
Limited (the Holding Company) beneficiary holder.

Disclosures

(@) The Company has not entered into materially significant related party transactions
that may have potential conflict with the interests of company at large.

(b) There were no cases of non-compliance by the company, penalties, strictures
imposed on the company by any statutory authority, on any matter related to any
guidelines issued by Government during the last three years.

(c) The Company has complied with the requirements of these Corporate Governance
guidelines.

(d) The Presidential Directives issued by the Central Government have been complied
during the year and also in the last two years.

(e) No items of expenditure, debited in books of accounts, which are not for the
purposes of the business or incidental thereto.

(f) No expenses, which are personal in nature, were incurred for the Board of
Directors, Key Managerial Personnel and Top Management.

(g) Administrative and Office Expenses constitutes 35% as a percentage of Total
Expenses and Financial Expenses constitutes 0% as a percentage of Total Expenses.
The Company is in the process of getting the orders, no production expenses were
incurred during the financial year.

CEO and CFO Certification

In terms of the requirements of DPE Guidelines, the CEO and CFO Certificate has been
obtained and placed before the Audit Committee / Board.

Registered Office / Address for Correspondence

BEL-THALES Systems Limited,

Registered Office: CNP Area, BEL Industrial Estate, Jalahalli, Bengaluru - 560013,
Karnataka, India.

Phone: 08028381803; Fax: 08028381801;

e-mail: harishmv@bel.co.in / btsl@bel.co.in
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Declaration

Pursuant to the Department of Public Enterprises (DPE) Guidelines on Corporate
Governance for Central Public Sector Enterprises as contained in the DPE OM No.
18(8)2005-GM, dated May 14, 2010, all Board Members, Key Managerial Personnel and
Senior Management of the Company have affirmed compliance with the Code of
Business Conduct & Ethics for Board Members, Key Managerial Personnel and Senior
Management of BEL-THALES Systems Limited for the Financial Year ended March 31,
2017.

For BEL-THALES Systems Limited
Dr. Ajit T Kalghatgi
Chairman

Bengaluru
August 08, 2017
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Annexure 5 - Report on Sustainability

Government of India, Public Enterprises (DPE) vide DPE OM No. 15 (7)/2012 - DPE
(GM) - GL -104, dated April 12, 2013 issued guidelines on Corporate Social
Responsibility and Sustainability for Central Public Sector Enterprises.

Above DPE guidelines define “’Corporate Social Responsibility and Sustainability” as
company’s commitment to its stakeholders to conduct business in an economically,
socially and environmentally sustainable manner that is transparent and ethical.

The Company is committed to sustain the environment with growth. It maintains a
green environment in its premises.

The Company premises has total area of 9,114 sft, out of which around 3,800 sft has
been utilized for development of environment. During the period, the Company has
incurred Rs. 2.27 Lakhs towards maintenance of the garden / environment
development. The Company focuses on planting trees and maintaining a green and
clean environment.
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BEL-THALES Systems Limited
(CIN: U32106KA2014G0OI1076102)
CNP Area, BEL Industrial Estate,

Jalahalli, Bengaluru — 560013,

Karnataka, India.
Tel No: 08028381803, Fax: 08028381801

E-mail ID: secretary@belthales.co.in / btsl
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