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BHARAT ELECTRONICS LIMITED
("aV gaHra Hyr CU_)

(A Government of India Enterprise)

STighel 9 HRURE AT - 33X [T IS, ANTERT, ST - 560 045
Registered & Corporate Office: Outer Ring Road, Nagavara, Bangalore — 560 045
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TO
ALL SHAREHOLDERS

NOTICE IS HEREBY GIVEN THAT the fifty fourth Annual General
Meeting of the Shareholders of Bharat Electronics Limited will be held on
Monday, the 29th of September 2008, at 2.30. p.m. at the Kalinga Hall,
The Grand Ashok Hotel, Kumara Park, High Grounds, Bangalore-560001,
to transact the following business:

ORDINARY BUSINESS

I. Toreceive, consider and adopt the Profit & Loss Account for the year
ended 3 Ist March 2008 and the Balance Sheet as at that date and the
Reports of the Directors and the Auditors thereon.

2. To confirm the Interim Dividend and declare Final Dividend on Equity
Shares.

3. To appoint a Director in place of Mr. K.G. Ramachandran, who
retires by rotation and being eligible, offers himself for
re-appointment.

4. To appoint a Director in place of Prof. N. Balakrishnan, who retires
by rotation and being eligible, offers himself for re-appointment.

5. To appoint a Director in place of Prof. S. Sadagopan, who retires by
rotation and being eligible, offers himself for re-appointment.

6. To appoint a Director in place of Prof. Ashok Jhunjhunwala,
who retires by rotation and being eligible, offers himself for
re-appointment.

SPECIAL BUSINESS
ORDINARY RESOLUTION

7. To consider and if thought fit, to pass, with or without modifications,
the following resolution as Ordinary Resolution:

“RESOLVED THAT Mr. Gyanesh Kumar who was appointed as
Additional Director by the Board of Directors of the Company on
25th of January 2008 to hold office upto the date of this Annual
General Meeting and for the appointment of whom the Company
has received a notice under Section 257 of the Companies Act, 1956
from a member proposing his candidacy for the office of Director, be
and is hereby appointed as a Director of the Company whose period
of office shall be liable to determination by retirement by rotation.”

By order of the Board,
For Bharat Electronics Limited

C. R. PRAKASH
Company Secretary

Bangalore
23rd August 2008
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NOTE

Relevant Explanatory Statement pursuant to Section 173(2) of the
Companies Act, 1956 (the Act), in respect of Special Business as set
out above is annexed hereto and forms part of the Notice.

A Member entitled to attend and vote at the meeting is entitled to
appoint a proxy to attend and vote on his behalf and the proxy need
not be a Member of the Company. The instrument appointing a
proxy should, however, be deposited at the Registered Office of
the Company duly completed, not less than 48 hours before the
commencement of the meeting.

The Register of Members and Share Transfer Books of the Company
shall remain closed from 16.9.2008 to 29.9.2008 (both days
inclusive) for the purpose of Annual General Meeting and payment of
dividend.

The Final Dividend for the year 2007-08, when declared at the
Annual General Meeting, will be payable within 30 days from the date
of declaration of dividend by the members, to those Shareholders
whose names appear on the Company’s Register of Members as on
|5th September 2008.

Company will be making the dividend payment by ECS (Electronic
Clearing System), wherever possible and by dividend warrant/Bank
demand drafts in other cases. In respect of shares held in electronic
form, the dividend will be paid on the basis of beneficial ownership
details furnished by the Depositories (NSDL & CDSL), as at the
close of business hours on |5th September 2008, for this purpose.
Members who have changed their bank account after opening the
Depository Account and want to receive dividend in an account
other than the one specified while opening the Depository Account,
are requested to change/correct their bank account details (including
the nine digit Bank code) with their Depository Participant, before
| 2th of September, 2008.

Under Section 205A(5) of the Act, companies are required to
transfer to the Investor Education and Protection Fund (the Fund)
established by the Government under Section 205C of the Act
the money transferred by the companies to the Unpaid Dividend
Account and which remain unclaimed/unpaid for a period of
seven years. As per Section 205C of the Act no claims shall lie
against the Fund or the Company in respect of individual amounts
thus transferred to the Fund and no payment shall be made in
respect of any such claims. During the year 2007-08 the Company
transferred to the Fund an amount of Rs. 4,001,806 from
the Unpaid Dividend Account for the year 1999-2000. The
unclaimed/unpaid dividend for the year 2000-2001 is due for
transfer to the Fund in November 2008. Notices to this effect
have been sent to the respective shareholders to enable them to
claim and receive the amount. Company has posted on its website
www.bel-india.com in a separate page titled “Information for
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Investors” the details of dividend payment since 2000-2001 onwards
and guidance information for claiming unpaid dividend. Shareholders
are requested to make use of the claim form provided therein to
claim unpaid/unclaimed dividend.

Members desirous of getting any information in respect of Accounts
of the Company are requested to send their queries, in writing, to
the Company at the Registered Office so as to reach at least 7 days
before the meeting so that the required information can be made
available at the meeting.

Members are requested to bring their copies of the Annual Report
and the Notice to the meeting.

Members/Proxies attending the meeting are requested to complete
the enclosed Attendance Slip and deliver the same at the entrance of
the meeting venue.

Members holding shares in physical form are requested
to notify to the Company’s Registrar and Transfer Agent,
Alpha Systems Pvt. Ltd., 30, Ramana Residency, Ground Floor,
4th Cross, Sampige Road, Malleswaram, Bangalore — 560003,
Tel. 080-23460815-18, Fax 080-23460819 immediately any change
in their address, by sending a written communication. Members
who are holding shares in demat form are requested to contact the
respective Depository Participants with whom they have opened

the Demat Account and get the change of address recorded.

Members still holding shares in physical form are advised to
dematerialise the shares in their own interest to avoid difficulties
arising from loss/misplacement/theft/forgery of share certificates.
Company has entered into agreements with both the depositories,
viz. NSDL and CDSL to enable the shareholders to dematerialise
BEL shares. Members may please contact the Registrar and Transfer
Agent, Alpha Systems Pvt. Ltd., in this connection.
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ANNEXURE TO THE NOTICE

EXPLANATORY STATEMENT PURSUANT TO SECTION 173(2) OF
THE COMPANIES ACT, 1956.

In respect of item No. 7

Your Company being a Government Company, the Directors on
the Board are appointed by the Government of India (Government).
Government has appointed Mr. Gyanesh Kumar, IAS, Joint Secretary
(Shipyards), Govt. of India, Ministry of Defence, Dept. of Defence
Production as Part-time Official Director on the BEL Board of Directors,
w.e.f. 31.12.2007.

As per the requirements under the Companies Act, 1956 and the
Articles of Association of the Company, the Board of Directors at the
meeting held on 25.1.2008 appointed Mr. Gyanesh Kumar as Additional
Director w.e.f. 31.12.2007 to hold office upto the date of the next
Annual General Meeting, pursuant to Section 260 of the Companies Act,
1956 and Article 71C of the Articles of Association of the Company.
Subsequently, the Company has received a notice in writing under Section
257 of the Act from a member signifying his intention to propose the
appointment of Mr. Gyanesh Kumar as a Director of the Company and a
deposit of Rs. 500/- has been received along with notice.

Brief resume of Mr. Gyanesh Kumar, including the details required to
be forwarded to the Shareholders as per Listing Agreement with Stock
Exchanges is enclosed. Your Directors feel that the Company would
immensely benefit from the knowledge and rich experience possessed
by Mr. Gyanesh Kumar and accordingly recommend the passing of the
resolution proposed at item No. 7 of the Notice.

No Director other than Mr. Gyanesh Kumar is in any way concerned or
interested in the resolution set out at item No. 7.

BRIEF RESUME OF DIRECTORS PROPOSED TO BE REAPPOINTED/
APPOINTED

DIRECTORS PROPOSED TO BE REAPPOINTED

Mr. K.G. Ramachandran was appointed by the Government as
an Independent Director on the Board of Directors of the Company
w.e.f. 23.5.2006 for a period of three years and the Shareholders had
appointed him as a Director retiring by rotation at the Annual General
Meeting held on 19.9.2006. He is B. Com., LLB & CAIIB. He is the
former Chairman & Managing Director of Bharat Heavy Electricals
Ltd. (BHEL). He joined BHEL in 1986 and helped to set up the New
Financial Services Division for cash, treasury, working capital and foreign
exchange exposure management functions. He was elevated to the
Board of Directors of BHEL in November 1993 as Director (Finance)
and subsequently as CMD from October 1998 to October 2003. Prior
to that he had worked in State Bank of India. Mr. Ramachandran has
served on the Board of Governors of |IM, Lucknow, the Centre for
Organisation Development, Hyderabad and on the Governing Council
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of Bharatidasan Institute of Management, Tiruchiranapally. After
retirement as CMD, BHEL he joined the Infosys Technologies Limited
as Sr. Vice President and Advisor to the Infosys Leadership Institute on
1.3.2004 and took over as Director of the Institute on |1.8.2004 until
2007.

Mr. Ramachandran is not on the Board of any other company. He is a
member of BEL Audit Committee. He does not hold any shares in BEL.

Prof. N. Balakrishnan was appointed by the Government as an
Independent Director on the Board of Directors of the Company
w.e.f. 23.5.2006 for a period of three years and the Shareholders had
appointed him as a Director retiring by rotation at the Annual General
Meeting held on 19.9.2006. He is B.E. (Hons.) and Ph. D. (lISc.). His
areas of specialisation include Application of Computers to Science,
Research and Informatics, contributions to Electronics, Informatics
and Telematics, and Computers and Communications. He has been
a Professor in the Indian Institute of Science, Bangalore since 1991
and was later Chairman, Division of Information Sciences & Services,
and the Chairman, Supercomputer Education & Research Centre at
lISc. Presently, he is the Associate Director of 1ISc, Bangalore. He
is a Fellow of a number of Academies including the Indian National
Science Academy, Indian Academy of Sciences and National Academy
of Engineering. He has received a number of national and international
awards and is a recipient of the Padmashri.

Prof. N. Balakrishnan is a Director on the Board of CDOT Alcatel
Research Center Pvt. Ltd., New Delhi. He was on the BEL Board
of Directors earlier as an Independent Director during Dec. 2001 to
Dec. 2004. He is the Chairman of Shareholders/Investors Grievance
Committee in BEL. He does not hold any shares in BEL.

Prof. S. Sadagopan was appointed by the Government as an
Independent Director on the Board of Directors of the Company
w.e.f. 23.5.2006 for a period of three years and the Shareholders had
appointed him as a Director retiring by rotation at the Annual General
Meeting held on 19.9.2006. He is a B.E., M.S. & Ph. D. His areas of
specialisation include Enterprise Resource Planning, Management
Information Systems, Networking, Multimedia Information Systems,
Operations Research and Simulation. He is presently the Director of
International Institute of Information Technology, Bangalore.
of the past positions held by him include: Professor, QMIS Area, |IM,
Bangalore, Asst. Professor and later Professor, IME Programme,
IIT, Kanpur, etc. He was visiting professor, GSM, Rutgers, The State
University of New Jersey, USA, Visiting Professor, SOM, AIT, Bangkok
and Visiting Professor, IIT, Madras. He has also authored various books

Some

and publications in the area of ERP and MIS.

Prof. Sadagopan is a member on the Boards of Directors of: Neyveli
Lignite Corporation Ltd., Karnataka State Electronics Dev. Corpn. Ltd.,
Karnataka Biotechnology & Information Technology Services, Canbank
Computer Services Ltd., Megasoft Ltd., Informatics (India) Ltd. He is a
member of the Audit Committees in BEL, Neyveli Lignite Corporation
Ltd., and Megasoft Ltd. He does not hold any shares in BEL.
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Dr. Ashok Jhunjhunwala was appointed by the Government as an
Independent Director on the Board of Directors of the Company w.e.f.
23.5.2006 foraperiod of three years and the Shareholders had appointed
him as a Director retiring by rotation at the Annual General Meeting held
on 19.9.2006. He is B. Tech., M.S. & Ph. D. His area of specialisation
is Telecommunications, Computer Networks and Fibre Optics. Heis a
Professor in the Department of Electrical Engineering at Indian Institute
of Technology, Chennai. He has been in IIT, Chennai since 1979 and held
the position of Asst. Professor during 1981-1990 and Professor since
1990 onwards. He was the Head of Dept. of Electrical Engineering at
IIT, Chennai between 1998 and 2001. He also taught for 2 years at the
Washington State University, USA. He is a recipient of Padmashri for
distinguished service in Science and Engineering, Telecommunications
and received several other prestigious awards including the Shanti
Swarup Bhatnagar Award for outstanding contributions in the field of
Engineering Services, Millennium Medal by CSIR and the FICCI Award
for significant work in the category of “Outstanding Contribution to
Knowledge Based Industries”.

Dr. Jhunjhunwala is a Director on the Boards of: Polaris Software Lab
Ltd., Tejas Networks India Ltd., Sasken Communications Technologies
Ltd., State Bank of India, Midas Communication Technologies Pvt. Ltd.,
National Research Development Corpn. Ltd., 3i Infotech Ltd., Tata
Teleservices (Maharashtra) Ltd., Institute for Development & Research
in Banking Technology (IDRBT - Sec. 25 Company), Vishal Bharath
Comnet (Sec. 25 Company), National Internet Exchange of India Ltd.,
(Sec. 25 Company) [Member, Governing Council].

He is the Chairman of the Audit Committee in Tata Teleservices
(Maharashtra) Ltd., and a member of the Audit Committees in State Bank
of India, Sasken Communications Technologies Ltd., Tejas Networks India
Ltd., Polaris Software Lab Ltd., and Midas Communication Technologies
Pvt. Ltd. He is a member of the Remuneration/Compensation/ESOP
Committees of Sasken Communications Technologies Ltd., Tejas
Networks India Ltd., Polaris Software Lab Ltd., and Tata Teleservices
(Maharashtra) Ltd. He is also a member of the Investors/Shareholders
Grievance Committee in Polaris Software Lab Ltd. He does not hold
any shares in BEL.

DIRECTORS PROPOSED TO BE APPOINTED

Mr. Gyanesh Kumar, IAS (1988 batch) is the Joint Secretary
(Shipyards) in the Ministry of Defence, Department of Defence
Production. His educational qualifications are: B. Tech. (Civil Engineering)
from IIT, Kanpur, Diploma in Business Finance from ICFAI, Hyderabad and
Environmental Economics from HIDD Workshop, Harvard University,
USA.

Mr. Gyanesh Kumar is a Director on the Boards of: Mazagon
Dock Ltd. (MDL), Garden Reach Shipbuilders & Engineers Ltd. (GRSE),
and Goa Shipyard Ltd. (GSL - as Permanent Special Invitee). He is
the Chairman, Audit Committee in MDL and member of the Audit
Committees in BEL, GRSE and GSL. He holds 100 shares in BEL, on
behalf of the Government of India.
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Chairman’s Statement

-

[

Dear Shareholders,

It is a pleasure for me to inform you of the achievements of
your Company during the past one year and also share with
you the plans about the Company’s future.

PERFORMANCE DURING THE PAST YEAR

Your Company has recorded all time high turnover of
Rs. 41025.4 million and Profit After Tax of Rs. 8267.4 million.
The Company achieved a growth of 4% in sales & 15%
increase in net profit over the previous year. The Company
has achieved an export turnover of US $ 15.4 million, a
growth of 33% over the previous year. Defence electronics
continues to be the major segment of business of the
Company, 83% of the turnover came from the defence
sector and 17% from the civilian sector. All the nine
manufacturing Units of the Company have performed well and
earned profit.

Your Company’s core competencies are research and
development, manufacturing, turnkey system solutions
and life-cycle customer support. Strong R&D base is BELs
main strength and the Company spent 5.1% of its turnover
on R&D during 2007-08. 83% of Company’s turnover
came from indigenously developed products. 59% of the
turnover was generated out of products based on BEL design;
24% of the turnover came out of products based on DRDO's
technologies; and |1 7% came out of products based on overseas
technologies.

COST REDUCTION

BEL has cost reduction task forces in all its Units/SBUs. These
task forces identify potential cost reduction avenues in areas like
Design Change, Materials, Alternate Sourcing, Indigenisation,
Process & Yield Improvements, Energy Conservation etc.
During the year 2007-08, the Company achieved an estimated
cost reduction of Rs. 163 crores, which is 4% of the turnover.

ENVIRONMENTAL INITIATIVES

Your Company has been maintaining a clean and green
environment at all its nine manufacturing Units, which are

all ISO 14001 certified. Clean surroundings, green
environment, stringent pollution control measures, waste
water treatment, zero effluent discharge, rainwater
harvesting, energy conservation, water conservation,
systematic management and disposal of hazardous and
other forms of wastes and several other endeavors
have become a part of the well-established Environmental
Management System.

The Wind Energy Power Plant near Davangere, established
during 2006-07, continues to generate electricity, which
is being wheeled to the Bangalore Complex. The plant
has generated 61 lakh units of energy upto 3Ist July 2008.
It has been registered with the United Nations Framework
Convention on Climate Change and the energy generated is
eligible for carbon credit. A second Wind Energy Power Plant
of 3 MW capacity, set up near Hassan in March 2008, has
generated 32 lakh units of energy upto 31st July 2008.

CORPORATE SOCIAL RESPONSIBILITY

In tune with BELs cherished value of fulfilling social
responsibilities, the Company is committed to contribute
for the socio-economic development of its stakeholders
and the business decisions of the Company will be in line
with its corporate social obligations. BELs initiatives shall
aim at earning the goodwill of the community and enhancing
the image of the Company.  Pursuing this objective,
your Company has finalised a policy on Corporate
Social Responsibility, under which areas like health care,
education, rural development, environment protection,
conservation of resources, will be addressed.

CORPORATE GOVERNANCE

BELs philosophy of Corporate Governance is based on
the principles of honesty, integrity, accountability, adequate
disclosures and legal compliances. It strives for transparency
in decision-making and shall avoid conflicts of interest.
It also accords importance to adherence to adopted
corporate values and objectives and discharging social
responsibilities as a corporate citizen. Your Company shall
constantly endeavour to adopt and maintain the highest
standards of ethics in all spheres of business activities.
In keeping with its professional approach, BEL is implementing
the precepts of Corporate Governance in letter and spirit.
The Company has complied with the guidelines on Corporate
Governance contained in the Listing Agreement with Stock
Exchanges and the guidelines issued by the Department of Public
Enterprises for Central Public Sector Enterprises.

FUTURE OUTLOOK

Focus on Defence products will continue and the Company will
aggressively pursue new orders for products and systems in its
core segments like Radars, Communication, Sonars, Electronic-
Warfare, Electro-Optics, Tank Electronics, Simulators, etc.
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Challenges And Opportunities

The Defence Sector has been opened for private indian
companies since the year 2001 and upto 26% FDI is
permitted. Government may further increase the FDI share
of 26% for foreign companies. Introduction of Defence
Procurement Procedure DPP-2006/DPP-2008, which has
further opened up the Defence market to private players
and foreign competitors, has posed a major challenge to the
Company in retaining its Defence market share. However,
the offset provision in the DPP-2006/DPP-2008 is an
opportunity for business accruing out of major Indian
Defence contracts being placed on foreign companies.
Anticipated increase in the Defence Capital acquisitions
is another opportunity. These opportunities are being
pursued continuously with the Ministry of Defence and
major international OEMs.

Diversification into the related business areas for growth
and emerging as a globally competitive Company are the
other challenges before the Company. The Company has
put in place a business plan based on multipronged approach
for sustained growth. Company has also appointed KPMG,
a global consulting firm, to help identify future market
opportunities and investments for growth. KPMG will
study BELs present plans and identify opportunities for
expansion of business in the existing areas as well as
new business segments not presently addressed by BEL.
With the accrued internal resources and on the strength of
a good balance sheet, the Company shall be able to mobilise
the required funds for its investment plans.

Focus On R&D

Focus on R&D will continue and the Company proposes to
invest 8-10% of its turnover on R&D. In addition to the two
Central Research Laboratories at Bangalore and Ghaziabad,
one more Central Research Laboratory is planned to be
set up at Hyderabad for focused research on Electro-Optics
and Electronic-Warfare systems. In order to update the
knowledge of our engineers and scientists and also to utilise
the experience, innovation and enthusiasm of academicians
and the research scholars, the Company has established a
Chair for Radar studies in the Country’s premier research
institute, the Indian Institute of Science, Bangalore, which is
celebrating its centenary year this year. The Chair will give
us an opportunity to develop the technological skills of our
R&D engineers.

Exports

For achieving higher exports, we have adopted a 3-pronged
approach. The first one is to address supply of products
and services for South East Asian and African countries.
The second approach is to promote contract manufacturing.
We have already set up infrastructure for contract

manufacturing. Offset implementation also offers a major
opportunity to achieve our export targets. We are
partnering with aerospace majors, Lockheed Martin &
Boeing and Global Defence Companies EADS & Northrop
Grumman and other Companies like Raytheon & Honeywell
to exploit opportunities arising out of offsets.

Other Initiatives

Apart from concentrating on the normal growth, special
efforts are in place to have Intensive and Integrative growth
in the current operating business areas. In this regard, BEL
has tied up with various Indian/Foreign partners for airborne
products like Radios, Radars, EW Suits, Missile Electronics,
Satcom Monitoring Systems and Turnkey Security Solutions.

By adapting backward integration strategy for future
growth and to get competitive advantage, efforts are on
to finalise joint working with international Companies for
3rd generation Tl Cameras, Subsystems of TI Cameras and
Simulators for both Defence and non-Defence area.

Impact of Wage Revision

While the Company has identified the opportunities being
availed for its sustained growth as discussed above, it is
also aware of the competition which will cause stress on
the selling prices. Further, salaries and wages of officers
and employees at all levels are due for revision from Ist
January 2007. In the case of Executives, 2nd Pay Revision
Committee for Executives in CPSEs has submitted its
report to the Government while in the case of Employees,
negotiations are in progress as per the guidelines given by
the Government. Various steps are being taken to sustain
the current level of bottom line growth, as the increased
wage bill will have an impact on the Company’s revenues.
As a prudent measure the Company has made provision for
wage revision in the Annual Accounts.

CONCLUSION

| highly appreciate the support extended by our customers,
business associates and the various Ministries of the
Government of India, particularly the Ministry of Defence,
Department of Defence Production and the Defence
Services. The dedication and commitment of our employees
and officers at all level continues to be the major strength
of the Company. We shall make continuous efforts to build
on these strengths to face future challenges and sustain the
momentum in growth. In conclusion, | would like to state that
your Company is fully geared up to meet the future challenges and
we can look forward to a bright future with cautious optimism.

With Best Wishes,

oy g
li.l 'aI'-'ll-"'\-.'fI;-_;'. -
V. V.'R'Sastry
Chairman & Managing Director

Place : Bangalore
Date : 23rd August 2008
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Corporate Vision, Mission, Values and Objectives

Vision

To be a world-class enterprise in professional electronics.

To be a customer focused, globally competitive Company in defence electronics and in other chosen areas of professional
electronics, through quality, technology and innovation.

Values

L) Putting customers first.

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

& Fostering team work.

*  Striving to achieve high employee satisfaction.

* Encouraging flexibility and innovation.

k) Endeavouring to fulfil social responsibilities.

o Proud of being a part of the organisation.

Objectives

*  To be a customer focused Company providing state-of-the-art products & solutions at competitive prices, meeting
the demands of quality, delivery & service.

& To generate internal resources for profitable growth.

* o attain technological leadership in defence electronics through in-house R&D, partnership with defence/research
laboratories & academic institutions.

o To give thrust to exports.

*  To create a facilitating environment for people to realise their full potential through continuous learning & team
work.

o To give value for money to customers & create wealth for shareholders.
*  To constantly benchmark Company’s performance with best-in-class internationally.
o To raise marketing abilities to global standards.

*  To strive for self-reliance through indigenisation.
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