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Letter from the Chairman and Group CEO

Dear Fellow KPites,

We completed another year of transformation for the Company
amidst the fast-changing industry scenario and geo-political
environment. I would like to use this letter to explain the
industry and KPIT performance, the world as we see today and
our actions and plans for the subsequent years.

“The year that went by”
Overall Financial Snapshot

In FY17, our revenues grew by 3.0% in ¥ terms, whereas the
bottom line declined by 15.1%. In US Dollar terms, the overall
revenue was flattish with a growth of 0.8%. The services
revenue showed a modest growth of 0.5% in US Dollar terms
while there was a growth of 10.2% in the products revenue,
albeit on a smaller base.

Our operating profitability for FY17 was lower as compared
with the previous year. I would like to detail here the specific
reasons for the lower profitability. In subsequent section of this
letter, I will also talk about the actions we have already taken
to improve the same.

We continued our investment in global account management
and strengthening of the front end with subject matter experts.
Over the last 18 months, we have added almost 40 account
managers globally, mostly in the US. As one would appreciate,
these investments take some time to show actual, on-the-
ground results. We also continued our fresher hiring policy
and thus ended the year with a net headcount increase of
more than 1,000 people, as compared with the last year. Most
of these net additions were freshers and thus their absorption
on revenue generating projects was limited, resulting in
lower offshore utilization. Hence, higher market investments
and lower utilization, coupled with additional one-time legal
expenses, the operating profitability suffered during FY17.

In FY17, we had laid down 4 priority areas to focus on viz.
Growth through Account Acquisition & Mining, Leadership in
Offerings, People & Processes and Profitability & Predictability.

Growth through Account Acquisition & Mining: The focus
on industry verticals has yielded us good results. Over 90%
of our revenues come from our focus verticals and we are
gaining more traction because of our specialization. We have
made significant investments in account mining and we are
confident of getting the right returns from these investments
in the years to come, starting this year. Our new account
acquisition strategy is also much focussed on the right quality
of enterprise customers for long term mutually benefitting
relationships. Though the overall revenues were flattish, we
had decent growth in our strategic accounts.

Leadership in offerings: We are a technology company and
technology is at the heart of everything that we do. Our purpose
is to provide the most appropriate technology solutions for
direct business benefits to our customers and at the same time,
create a positive impact on the world at large. It is therefore
essential that we keep a sharp focus on achieving leadership
in our offerings. We have done a decent job in this area as
evident by the global leadership that we have in automotive
engineering, JD Edwards, SAP HANA, SucessFactors, Hybris,
S4 HANA, Oracle MDM and OTM. We have strengthened our
CTO organization with a mandate to scan the technological
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horizon continuously and to keep us up-to-date on the latest
technology offerings. Equally importantly, we have fortified
our PDFs (Product Development Forums) to ensure that
every practice in every SBU reviews its technology roadmap
and investments on a quarterly basis with a view to gain
leadership position. We will continue to focus on Innovation
through multiple activities coordinated by SBUs as well as the
CTO function. We have seen good sustainable success in new
offerings around Digital Transformation (especially IoT and IT
/ OT applications), Application / Infrastructure management
services (revolving around Al and automation) and engineering
beyond the automotive verticals (energy and life sciences). We
have made significant progress in the Products and Platforms
unit and expect a couple of new products to hit the market
during the current year.

People & Processes: Over the last one and half years, we have
invested in our training infrastructure, not only for freshers but
across all levels in the organization. With the fast-changing
industry requirements, training to and trainability of the people
has become an even more significant factor in the Company
operations. We realize the importance of this and are focussing
even more sharply on imparting the right training to the right
people, to ensure smooth flow of operations.

Profitability & Productivity: While the profitability was lower
during the year due to reasons mentioned earlier, we have
made significant progress on the productivity front. We have
in-house developed best-in-class productivity improvement
and automation platforms based on self-learning and artificial
intelligence algorithms. These platforms are comparable, and
in some cases, better than similar competitive platforms in the
market. We have gained significant traction and new AMS wins
with these platforms. We will continue to improve these further
and deploy them in the market.

Technology and Innovation

Last year, we created a separate CTO function, targeted to
have a consolidated view of technologies across the Company.
The CTO function not only works with all the SBUs to create
innovative leadership offerings but also works extensively
outside the Company to nurture a culture of innovation within
and outside the organization. This provides a platform for
attracting innovative minds and bringing forward bright ideas
to develop smart, safe and sustainable solutions.

We have successfully completed the third edition of KPIT
Sparkle, an annual national design and development
innovation contest. KPIT Sparkle 2017 aimed at fostering a
culture of innovation and critical thinking among engineering
and science students across colleges in India. The theme of
the competition this year was ‘Smart Cities and centered
around creating solutions for Smart Transportation and Smart
Infrastructure using Technology'. Sparkle received 1,500
innovative ideas from over 10,500 students across 300 colleges
in India. The finalists were evaluated for novelty of their ideas,
completeness of prototype, fulfillment of society’s expectations
/ problem statement and technical knowledge at a grand
exhibition held at Deccan College ground, Pune. Some of the
projects were in areas like urban mobility, autonomous vehicles,
alternate energy solutions and efficient waste management

The total number of patents filed by KPIT as at the end of FY17
stood at 57, including 50 patents with complete specifications.
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As at the year end, we have 30 granted patents across different
geographies. Most of these patents are in the domain of
hybrid technology, along with other areas of VLSI and High
Performance computing

Digital @ KPIT

Over the last couple of years, we have been investing in digital
technologies to create business solutions for our customers.
With expertize and leadership in engineering, IoT is the
leading area of digital for the Company. Our digital approach
to market hovers around four major areas viz. Smart Factory,
Asset Optimization, Supply Chain Management and Digital
Customer Experience. Business driven digital solutions are
focused on connected manufacturing, digital supply chain
and digital marketing. The technology driven digital solutions
mainly involve big data & analytics, middleware and integration
services, cloud deployment, mobility solutions and testing &
validation.

While we take these services to our customers, it is important
that we change our own organization and help transform the
way 12,000+ employees perform their work. To spearhead our
fast evolution as a digital organization, we have created a new
role of the Chief Digital Officer (CDO). Tasked with the goal of
building ‘intelligence everywhere’, the CDO function will aim
at simplifying & automating business processes, build digital
infrastructure and fuel continuous innovation. The capabilities
that will get built under the CDO will supplement the digital
efforts of various units across the organization. Another
key objective is to create '#ThinkDigital Culture’ amongst
employees across all levels. A digitally enabled workforce will
thus set the tone towards improving people productivity. We
will also co-innovate with startups and boutique firms and form
a conducive business ecosystem that fosters new relationships
with customers.

“The Year Ahead”

Our growth over the last 3 years has been at the lower end
of the industry. As a Company, we have a DNA of growth and
thus we target to get back on the growth path, this year. We
have guided for a constant currency revenue growth of 6%
to 8% during FY18 as compared to the last year. This growth
will be more balanced throughout the year and thus we will
experience quarter-on-quarter growth, starting from the first
quarter itself.

In the coming year, we have specific focus on Growth and
Delivery Excellence, while we continue to deliver on People and
Profitability. I would like to spend some time explaining the
thought process and the 4 initiatives we would pursue.

Growth: As stated earlier, over the last 2 years, we have
invested in growth, both for account mining as well as new
account acquisition. Our growth for FY18 will be driven by:

1. Engineering, Digital and SAP
2. Improved alignment of practice and pre-sales

3. Focus on large enterprise customers (revenue in excess of
$ 5Bn)

4. Best in class offerings through practice development
forums and CTO Office

5. Growth in Product Business
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Profitability: Our profitability improvement actions will start
showing results from H2FY18. The majority of the actions areas
for profitability improvement are:

1. Revenue and headcount alignment

2. Automation led productivity improvement
3. Increase in realized onsite billing rate

4. More offshore revenues

5. Continued rigor in cash flow

Delivery Excellence: We have created a centralized delivery
excellence function to ensure on-time and zero defect delivery.
Delivery excellence goals will be achieved through:

1. Increased customer experience / satisfaction through
delivery excellence

Rigor on Multi Level Reviews, weekly cadence with customers
Delivery led growth in large accounts
Improved program management skills and governance

vk wN

Clear documentation and communication for effective
risk management

People & Processes: We will continue to improve our
processes and focus on people development and retention
through emphasis on:

1. Cross skilling of selected people on new technologies

2. Creation of Chief Digital Officer (CDO) for increasing
digital awareness

3. Clear, simple and nimble processes across the organization
4. Reduction in top block attrition, especially in growth areas
5. Becoming a H1 independent company.

KPIT Mission & Purpose

At KPIT, our mission and purpose is clear. We envision a
cleaner, greener, intelligent world, a world that is self-sufficient,
sustainable and efficient. We provide technologies that help
our customers make high quality, less costly products that use
less energy or fewer materials. We strive to improve the state
of the industries we serve, by making customer operations
efficient using technology and thus create value for both the
customer and KPIT. It is our mission to provide Technologies
for a Better World.

More about KPIT's Mission & Purpose: (http://www.kpit.com/
company/about-us/mission-purpose).

We have gone through tough times before and we have always
come out stronger and better. I am certain we will do this again
because of a core, committed team within KPIT and continued
support from stakeholders like yourself, over the years. I regard
this highly and appreciate it thoroughly.

I know, with your continued support, we will return to
sustainable profitability and growth and together, build a more
robust KPIT.
Warm Regards,
Sincerely yours,

S. B. (Ravi) Pandit
Chairman & Group CEO

P
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Joint Letter fromthe CEQO and MD and Whole-time Director

Dear Stakeholders,

FY16-17 was another challenging, yet transformational year for
the Company. While the Company reported flattish revenues
for the year as compared to the last year, there were a lot of
qualitative improvements during the year. Our focus on digital
technologies continued to get us newer projects in the latest
technology areas. The investments in Products & Platforms
further took us closer to introducing two new products to
the market. The investments in account management and
strengthening of the front end with industry experts got settled
and we are confident of better returns from these investments
in the years to come. Our leadership in automotive embedded
electronics was further strengthened during the year and will
continue to lead the growth for us in the near future.

Globally, the overall markets were facing tough times due to
technology disruptions, reduced deal sizes and geo-political
dynamics. These factors brought about a substantial change
in customer expectations. While on one side, customers were
curtailing their budgets on traditional ERP technologies, on the
other side there was higher adoption of digital, IoT, Cloud and
other emerging technologies.

Looking back at the highs and lows of the year, we saw
growth in engineering, digital and products and platforms
business. There has been good traction in these business
units throughout the year and we expect this momentum to
continue. We have also been making necessary investments
on strengthening our offerings portfolio and sales efforts. With
significant emergence in cloud based, IoT and digital offerings,
we have closed new deals in these areas. However, we faced
certain challenges on the profitability side during the year. The
operating margins were lower as compared to last year, mainly
due to lower utilization and cross currency fluctuations.

We will discuss the business performance and the markets as
we see them, in detail, in the ensuing paras.

BUSINESS UPDATE
ENGINEERING

PES SBU grew by 7% on a Y-o-Y basis with revenue share at
34%.

The Automotive vertical is heavily investing in 3 broad themes:
Green, Autonomous and Connected. We have been creating
solutions around these themes and saw good traction in
Autonomous driving solutions, ADAS, Infotainment & clusters,
Powertrain, AUTOSAR, Telematics and Diagnostics practices
across markets. To leverage the future growth opportunities,
we are making investments to enhance our capabilities and
strengthen our go-to-market solutions in these areas. We are
also incubating new technologies to remain the first port of
call for embedded electronics in automotive. In terms of new
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offerings, we are working on digital transformation, application/
infrastructure management services and engineering solutions
beyond the automotive vertical. We are also focusing on
including automotive software security, technology for secured,
shared and synchronized data across multiple networks and
advanced control techniques for complex systems like HEV/
EV. Our industry focus, domain expertise and investment in
R&D for innovative products, gives us the confidence of good
growth in this area in the years to come.

In Extended Product Lifecycle Management (ePLM) area,
we are positioning ourselves under one ePLM umbrella by
unifying our strengths of industry specific business processes,
engineering thought leadership & IT technology, and extending
our offerings across the life cycle. We are re-organizing our
offerings into 3 buckets to align with the changing needs viz.
Value Harvesting, Smart PLM and Integrated Solutions. We
have formed a SmartPLM group which is offering rapid Proof
of concept and R&D services in new PLM areas such as cloud,
user experience and industry specific and role based apps
store. We see good traction in Software Engineering Process
transformation for automotive & medical devices industry,
smart connected product design, PLM-ERP integrations, ALM
upgrade and data migrations.

BUSINESS IT

SAP SBU grew by 5% on a Y-o-Y basis with revenue share at
23% while IES SBU declined by 4% with revenue share at 29%.

In SAP, we have aligned our offerings with SAP's business
strategy and we are working towards strengthening our overall
digital capabilities. We have created our go-to-market around
HANA, Hybris, SuccessFactors and IoT. We have witnessed good
traction in all these areas and these will continue to be our key
growth drivers. Market research firm IDC has recognized
KPIT as a leader in SAP HANA for the second year in a row.
With greater adoption of HANA enabled solutions, we have
structured our HANA go-to-market along with major solution
offerings like S/4 HANA - Net New & Migrations, S/4 HANA
Central Finance for shared financial services, Enterprise Data
Warehouse solutions and IoT, Big Data & Analytics offerings.
Amongst solutions, we see interest for our Simple Commerce
and CPQ Accelerator for manufacturing and IM&C industry,
M&A solutions to integrate and roll out IT and business
processes for M&A activities, IP tools such as HANAtization
toolkit and EDW.

In Oracle, there is good interest around our cloud based
tools and offerings, mainly from customers undergoing
ERP transformation. Our 12D cloud based platform caters
to complete life cycle of upgrade and can be leveraged for
implementation, roll outs and maintenance phases in future.
However, in the last year due to significant change in this mix
in favor of cloud and perceived uncertainty around JDE, there
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was postponement of larger deals. There is good momentum
for transportation and logistics management, AMS around
JDE, EBS upgrade and surround applications. Our capabilities
in Oracle EBS combined with emergence in EDGE Cloud
(MDM, VCE) is opening opportunities in HCM Cloud and
ERP Cloud. We have built automation tools around SMART
AMS, which is helping customers to do more with less. This
is gaining significant interest in energy and manufacturing
verticals. In JDE, we have added focus on upgrade offering
and enhancement of automation tool (IMPACTA), enabling
and coaching resources on upgrade methodology and best
practices. In asset management, we are using IoT, Mobility
and wearables technology and built solutions around Oracle
Real Time Service Execution. We have received recognition
from Oracle for the same. With Infor expanding its focus on
micro verticals, we have also strengthened our collaboration to
drive next generation IoT / Analytics based industry solutions.
We are focusing on enhancing overall customer, supplier and
employee experience through our focused digital led solutions
and services.

In Infrastructure Management Services (IMS) the key growth
areas are digitization, IoT, Cloud and platform transformation,
application and infrastructure integrated run services and
security offerings. We are continuously expanding our offerings
portfolio on the platform services and have I[aaS, PaaS as well
as SaaS offerings with flexible billing models. We are offering
Application and Infrastructure Managed Services (AIMS) to
enable integrated service delivery. We have created an IoT and
Engineering integrated command center for monitoring and
managing sensors and shop floor IT. With ITSM and process
compliance as one of the major focus in all enterprises, we
have developed a strong ITSM consulting team with best of the
breed, tools stack. Security is another upcoming growth area
and we are developing new capabilities on Artificial Intelligence
and security services, as key differentiators.

Recognitions:

. KPIT has been positioned by Gartner Inc. in the
“Challengers” quadrant in the recently published
“Magic Quadrant for SAP Application Services,
North Americal”. Gartner's "Magic Quadrant for SAP
Application Services, North America” report evaluated 20
service providers' capabilities to deliver SAP application
implementation and management services in North
America. The report is focused on the full life cycle
of SAP application services, spanning project-based
implementation and multiyear Application Management
Services (AMS).

«  KPIT has been positioned by Gartner Inc. in the “Niche
Players” quadrant in the recently published “Magic
Quadrant for Oracle Application Services, North
Americal”. Gartner's Magic Quadrant for Oracle
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Application Services, North America evaluates 20 service
providers' capabilities to deliver Oracle application
implementation and management services in North
America.

. KPIT was awarded Oracle Excellence award 2016 for
specialized Partner of the year: Mobility- North
America. This award recognizes our success in integrating
enterprise mobility technology.

DIGITAL TRANSFORMATION (DT)

DT SBU's revenue share stood at 10% with Y-o-Y growth of 5%.
Our overall Digital Revenues (DT SBU plus Digital revenues in
SAP and Oracle) are around 18% of the total revenues.

Our digital practice revolves around Asset Management,
Customer & Supplier experience, Employee experience
and Supply Chain Management with ICAMS as enabling
technologies for these business solutions. In the IoT space, we
see traction across verticals like grid monitoring, distribution
and production in E&U, Asset tracking, medical device
tracking, connected car & customer experience. There is
also good momentum across predictive analytics, warranty
cost management and content management. We are already
working towards integration of IoT with business applications
and have identified industry specific use cases or scenarios
where we can implement such solutions. Some areas for this
are connected vehicles, and smart cities or remote monitoring
and diagnostics in industrial manufacturing or tracking and
tracing of movable and immovable assets. We are creating
solutions in ‘Smart Manufacturing’ which encompasses IoT,
Cloud, Big Data and Analytics, Robotics, Augmented Reality,
System Integration, Simulation and Cyber Security. Our
offerings also include packaged solution for asset tracking,
materials rationalization, workforce prediction, field services
automation, asset diagnostics & prognostics, wearable
diagnostics and connected consumer.

PRODUCTS & PLATFORMS (P&P)

P&P SBU grew by 13% Y-o-Y growth and has a revenue share
of 4%.

We have witnessed reasonable growth in products and
platforms business during the year. There is good momentum
for our diagnostics and ITS offerings. Our diagnostics solution
has been doing well, with strong growth registered during
the year and we expect the momentum to continue. Our
integrated ITS solution is helping fleet operators to improve
the passenger travelling experience and overall efficiency of
their operations. In this space, we are trying to create a market
segment which will be more robust and sustainable in nature.
Our ITS project for Pune Smart City was launched by Prime
Minister, Mr. Narendra Modi on June 25th, 2016 and we
are also working on a traffic mapping initiative for smart cities
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with a leading smart city, as a part of our overall ITS portfolio.
During this year, we achieved another milestone for ITS
portfolio with successful installation and deployment of 1,000
buses fitted with GPS devices for PMPML (Pune Mahanagar
Parivahan Mahamandal Ltd.). We were engaged on a BRTS
project with a North Indian smart city for providing our end
to end ITS solution (including On Bus ITS, Command Center,
Passenger Information Systems, Mobile Apps). This will help
us build credibility for upcoming BRTS projects in smart cities.
With growing environmental concerns, there is strong interest
towards electrification of public transport in many Indian cities.
During this year, we completed a successful pilot of REVOLO EV
with Karnataka State Tourism Department at Bandipur National
Park by using an electric bus for safari rides at the park. The
REVOLO powered electric bus completed a 42-day trial with
76 safaris and covering 2,700 kilometers. We are looking
forward to a formal launch for REVOLO EV during the next
year. Over the last few years, we have put in lots of investments
and efforts in developing our products business and we are
gradually reaching the stage where these investments would
start delivering expected returns.

Recognitions and Key Developments:

. KPIT was recognized with “Certificate of Appreciation”
for its indigenous electric bus technology — REVOLO by
United Nations Department of Economic and Social
Affairs Grant on Energy. It was nominated among 8
finalists from 157 international applicants for this grant on
energy which was themed around “Energy for Sustainable
transport”.

. KPIT's ITS bagged “Order of Merit” award at BW
Businessworld Smart Cities Conclave 2016 in Innovative
Smart Solution — Accessibility and Mobility category.

«  KPIT's electrification technology ‘REVOLO’ for buses won
Promising Transport Innovation Award at prestigious
International Transport Forum (ITF) 2016 Summit in
Leipzig, Germany.

INDUSTRY BUSINESS UNIT (IBU) UPDATE

The automotive and transportation IBU grew by 12% with
revenue share at 40%. The manufacturing IBU grew by 2% with
revenue share at 35% while the Energy & Utilities IBU declined
by 23% with revenue share at 15%.

In the automotive and transportation vertical, we are a solution
provider with leadership and domain expertise in areas like
infotainment systems, clusters, AUTOSAR migration and
integration, Advanced Driver Assistance Systems (ADAS), and
diagnostics solutions.

In the manufacturing vertical, there is an emergence and
consolidation of digital businesses as companies are
transforming their business models due to nexus of IoT, Big
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Data, Mobility and Robotics. We offer expertise in operations
monitoring and shop floor to top floor integration. We have
solutions for customer / supplier integrations through supplier
portals, communities’ portal and digital customer experience.

In life sciences industry, there is increased focus on product
and service innovation. We are assisting life science companies
in reducing their SG&A costs with smart managed application
and infrastructure services. We are also offering various cloud
based solutions which help companies in complying with the
regulatory mandates of life sciences industry.

In Utilities, there is major trend in IT / OT convergence, Digital
Transformation, CRM, BI and Customer Relationship & Billing
(CR&B) Solution. We are already recognized as a leader in
solutions such as SAP HANA for the utilities vertical.

In Energy vertical, we are helping our customers reduce the
overall opex by converging IT and OT programs, leveraging
out Engineering and IT skills, involving digital technologies
and analytical capabilities. We are helping in automation of
business processes to increase productivity and reduce costs
and combining these with outcome based business models.

GEOGRAPHY UPDATE

During the year FY2017, APAC was the highest growing
geography for us with Y-o-Y growth of 17% and revenue share
at 15%. US, which is our largest geography, with revenue share
at 68%, grew by 2% on a Y-o-Y basis while Europe declined
Y-0-Y by 4% with revenue share of 16%.

APAC has been the fastest growing geography for us in last
two years and the pace has continued for this year as well.
Within APAC we work in ASEAN region, India, Japan and
China. In ASEAN market, we see traction in life sciences and
transportation vertical for transportation and fleet management
solutions, Oracle business and IoT surround offerings. In India,
there is good momentum in SAP offerings, cloud based IoT
solutions and engineering services. In Japan, Korea and China
there is good demand for our engineering based offerings
mainly in autonomous vehicles and connected cars. There is
significant investment from OEMs and other industry players in
developing various, comprehensive “connected” solutions. The
upcoming 2020 Olympics is also seen as a major milestone to
put these technologies in the market. We are well positioned
and seen as a credible partner in key technology areas. We
remain optimistic about strong growth in this region.

Being our largest market, we have made most of our IBU
investments in US geography over the last couple of years. With
maximum number of enterprise customers in the geography,
we have strengthened the front-end presence in US by adding
account managers, new sales and industry subject matter
experts, for our focus industry verticals. From the technology
perspective, US market is focusing on Green Manufacturing,
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Robotics for Automatic Factories and Repairs, 3D Printing, Social
Solutions and Crowd Sourcing and Service as a Product. With
the new administration pushing to revive the manufacturing
sector and retaining jobs in the US, the sector looks optimistic
with traction seen across digital transformation, wearables,
warranty management and customer experience.

The European market is currently undergoing transition post
Brexit. In FY17, our revenues from Europe also took hit, mainly
due to cross currency fluctuations. Having said that, Europe
continues to be an important market for us - mainly for
automotive and manufacturing customers. The key technology
trends in this geography are Electrification of vehicles, adoption
of stricter safety standards, push towards smart factories and
smart manufacturing, enhanced focus on cyber security and
faster adoption of newer digital technologies. Germany and
UK are the leading markets for us within Europe. The recent
acquisition of stake in MicroFuzzy has further strengthened
our presence in Germany - both in terms of engineering
resources, especially for eMobility, as well as ability to further
penetrate in marquee automotive customers. We also see
momentum in Oracle cloud and have started initial pilots in
Digital Transformation especially in supply chain and remote
asset management. Thus, with these developments, we expect
Europe to get back to growth during the next year.

PEOPLE INITIATIVES

Human capital is extremely critical especially in the phase of
transformation of IT Industry. As an organization, we have
been making investments and efforts to strengthen our people
function in terms of developing our learning process, training
programs, new initiatives for employee engagement and well-
being. During FY17 we received the following recognitions:

«  "“Regional Best Employer Award” for FY16-17 at the
11* Employee Branding awards.

. Ms. Vaishali Vaid, (Vice President, Head - HR), won the “HR
Super Achiever Award” for the Western Region, ‘Most
influential HR leaders in India’ award by the World HRD
Congress and Women Leadership Achievement award
at the 4" World Women Leadership Congress & Award
(WWLCA).

Under our learning organization unit (ECoDe) we have
introduced some new initiatives and training programs
which will further accelerate the learning culture within the
organization: STEP IN - we revamped our fresher induction
process in tune with current requirements. Under Program
for Academic Collaboration and Engagement (PACE) initiative,
we have now partnered with 22 colleges across India which
enables us to get Day 0 slots from these partner colleges to
engage, attract and nurture young freshers. GENESIS is our
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flagship graduate engineer trainee program and it is run across
SBU's to ensure that freshers go through technical and soft skill
training before being inducted into projects. We have made
certain changes in this program to focus on “Project Based /
Problem Based Learning” which will make the program more
practical and ensure more involvement of the SBU practices in
training of freshers.

The competency needs of SBUs are extremely diverse &
complex. This has paved the way for our Flagship Employee
training and certification program (KAIZEN) focusing on
developing 6 competency dimensions namely technical,
domain, process, project management, and professional and
leadership skills. We have already covered close to 3,800 eligible
employees in the Oct'15 - Sep’16 cycle. Along with offshore, we
have now launched certification program for onsite employees
across USA, Europe, UK, Japan & Singapore. We have covered
1,350+ employees across 25+ accounts.

Leaders in the Making Program (LMP) focuses on equipping
employees to enhance their managerial capabilities. Another
program titled Project and Program Management Certifications
(PMPD) was launched exclusively for Project Leads, Project
Managers & Program Managers and is well aligned with
international standard such as PMI PMP®. It replaced the
erstwhile PROMS certification program. Our Higher Education
Initiative is designed as a collaborative program with well-
known Universities, to provide an opportunity to our employees
to acquire knowledge and higher qualification. Currently,
we have formed a partnership with Coventry University, UK
which is offering M.Tech in Automotive Electronics and MBA
in Strategic Engineering Management. The program comprises
of 8 Courses + a Project to complete Master’s Degree over 2
years.

During this year, we launched a new job rotation program -
'ASPIRE', to provide a platform through which employees can
share their aspirations and work towards their aspired role.
Through this program, we will be enabling 3 types of job
rotations — Career Path / Function area change, Customer
account change and Technology change. We also introduced
another initiative of mentoring and coaching - ‘SPACESHIP',
wherein selected leadership members are identified for
mentoring. This covers strategy, operations and personal
effectiveness aspects for the mentees.

Employee engagement is important to ensure higher
productivity and our framework aims to make sure that we
can stay in constant touch with our employees and address
their concerns as identified in various forums. We follow an
open communication approach through one-on-one connect
or group connect, where employees can interact with the
executive leadership team and business leaders and align their
roles and responsibilities with the organization’s goals.
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OPERATIONAL UPDATE

During FY17, we have launched a business transformation
initiative named ‘Simplificar’. In alignment with our strategy
of rolling out an “Intelligent ERP”, we have selected SAP S/4
HANA as our application stack for the 'Systems of Record’
and we are building a next generation 'Engagement System’
using the latest digital technologies. As we are progressing in
our digital transformation journey, cyber security will be very
important and hence we have invested in the next generation
application-aware firewalls and advance threat protection
solutions. In the same vein, we have also implemented
solutions like ‘'network as a sensor / enforcer’ that monitors
and blocks possible attacks proactively.

Next year, we will have increased focus on innovative digital
solutions, which will help transform our customer operations.
We are setting up digital labs, which will showcase our digital
prowess by way of demo of use cases relevant to our industry
verticals. We see a lot of opportunities in the digital space and
introduced a strategic initiative called ‘Think Digital’ across
the organisation. This initiative has a two-pronged agenda of
digital skills development and driving digital culture within the
organisation. We will continue to enhance the development of
the smart campus solution.

INFRASTRUCTURE

As at FY17 end, we have total seating capacity of 10,300+ seats
in India, of which 8,900+ seats are occupied. During this year,
we shifted our Mumbai and Chennai office to new facilities,
with total seating capacities of 1,000+. We are developing a
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new facility in Pune Hinjewadi, Phase IIl and the construction
will happen in two phases. The first phase which will have a
seating capacity of 1,000 seats is currently nearing completion
and we intend to occupy the same during FY18.

BUSINESS OUTLOOK

Even though the growth rate for the year FY17 was modest,
there was substantial progress in second half of the year which
gives us a good visibility of moderate growth for FY18. Based
on this visibility we expect constant currency growth in the
range of 6-8% in FY18 over FY17.

We expect growth across all our business units during next
year with digital, engineering, SAP and products and platform
business, being the key growth drivers. We need to work more
aggressively on the profitability aspect - primarily in areas of
utilization improvement through absorption of freshers onto
projects and delivery excellence with focus on automation.
With focus on profitability, we will continue to invest in growth
areas. Despite the challenges, we are excited at the prospect of
us being at forefront of disruption and be a change agent in
the industry.

Best Regards,
Sincerely Yours,

Kishor Patil
CEO & Managing Director

Sachin Tikekar
Whole-time Director
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Financial highlights

(% in million)

FY 2017 FY 2016
CONSOLIDATED INCOME STATEMENT
Sales ($ million) 494.39 490.31
Sales 33,233.61 32,264.08
Gross Profit 9,685.04 10,373.80
EBITDA* 3,747.19 4,229.32
Interest 135.98 13447
Depreciation / Amortization 826.64 691.25
Other Income (Net of Exchange gain / loss) 206.60 25091
Profit Before Tax 2,991.17 3,654.51
Profit After Tax 2,385.05 2,809.03
CONSOLIDATED BALANCE SHEET
Share Capital 376.39 375.65
Reserves & Surplus 15,448.24 13,478.73
Total Shareholder’s Funds 15,824.63 13,854.38
Non-controlling Interest 16.86 -
Non- Current Liabilities 1,696.41 2,243.82
Current Liabilities 7,675.74 5,733.46
Total Equity & Liabilities 25,213.64 21,831.66
Fixed Assets 3,967.78 2,815.17
Goodwill on Consolidation 4,116.81 3,846.99
Other non-current assets 2,497.58 2,387.66
Current Investments 777.68 0.04
Trade Receivables 7,843.39 6,860.87
Cash and cash equivalents 3,788.93 2,859.23
Other Current Assets 2,221.47 3,061.70
Total Assets 25,213.64 21,831.66
Key Ratios
Revenue growth 3.00% 7.91%
EBITDA Growth (11.40%) 30.37%
PAT Growth (15.09%) 18.53%
Gross Profit Margin 29.14% 32.15%
EBITDA Margin 11.28% 13.11%
PAT Margin 7.18% 8.71%
SG&A to Revenue 17.87% 19.04%
ROE 16.07% 20.96%
Return on Capital 13.24% 16.36%
Debt to Equity 0.21 0.28
Cash / Total Assets 15.03% 13.10%
Basic Earnings Per Share R) 12.44 14.69

*EBITDA before exchange gain / loss and other income
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Revenue (X million)

Profit After Tax (X million)
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Board's Report

Dear Members,

The Directors are pleased to present the Twenty Sixth Annual Report together with the Audited Accounts of the Company for the

Financial Year ended March 31, 2017.

Performance of the Company

(In million)

Particulars Standalone 2016-17 Consolidated 2016-17
usD 4 usb 4
Revenue from operations 196.72 13,223.23 494.40 33,233.61
Profit before Tax (PBT) 29.49 1,982.44 44.50 2,991.17
Profit after Tax (PAT) 25.19 1,692.94 35.49 2,385.44

Result of Operations

During the year under review, the total revenues from
operations (consolidated) increased to ¥ 33,233.61 million, a
growth of 3% over the previous year. Earnings before interest,
tax, depreciation and amortization was ¥ 3,747.19 million
on consolidated basis. Net profit after tax (consolidated)
decreased by 15.08% to ¥ 2,385.44 million.

In US Dollar terms, revenues from operations for the year on
consolidated basis was ¥ 494.40 million as against ¥ 490.31
million during the previous year, a growth of 0.83%. Average
realization rate was ¥ 67.22 per US Dollar.

Standalone sales for the financial year 2016-17 grew by 4.61 %
to reach ¥ 13,223.23 million. Net profit after tax decreased by
16.67% to % 1,692.94 million.

Dividend

The Directors are pleased to recommend a final dividend of
T 2.20/- per equity share of face value of ¥ 2/- each (110%)on
the paid-up equity share capital of the Company for the year
under review. The total pay-out will amount to ¥ 522.95 million
including dividend distribution tax.

Share Capital

The issued, subscribed and paid-up capital of the Company as
on March 31, 2017 is ¥ 394.99 million, consisting of 197,498,742
equity shares of ¥ 2/- each.

CRISIL Ratings

For the bank loan limits of ¥ 4,445.50 million, CRISIL has
assigned the long term credit rating of AA-/ Negative.

Quality and Information Security

Our focus on quality and innovation has helped us deliver
increased value to our customers. We continue to focus on
strengthening our commitment to quality by sustaining and
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increasing the scope of our existing certifications. During the
year under review, the Company has successfully completed
surveillance audit of ISO 9001:2008 (Quality Management
Systems).

We also continue to maintain certifications for ISO 27001:2013
(Information Security Management Systems) and ISO
22301:2012 (Business Continuity Management). We have
successfully completed our surveillance audits for the above
two certifications in this year. The Company continues to
maintain the highest level of process maturity at Level 5 for
CMMI-DEV® V1.3 (Development) and the Automotive SPICE
® organization maturity Level 5.

Our customers and market place are changing at an
unprecedented speed and it is imperative for the Company
to align with the changes in the market by utilizing tools
and governance mechanisms which can adapt and facilitate
change with ease. Keeping this in mind, we have adopted
industry leading project management tool which has enhanced
features like mobile support, custom workflow definition and
Agile support apart from being a platform for aggregating
information and data to offer consolidated engineering
analytics. We also continue to strengthen its Business IT
delivery through focus on automation levers across SBUs and
Practices.

Productivity

To enhance productivity, a key initiative has been taken to
create a RAD (Rapid Application Development) Framework —
named FoundationK, which has been developed to address the
need of the market which is trending towards Agile, rapid go
to market and achieve significant not just incremental
productivity improvements. This is Transformational and
Disruptive application development framework which has
equipped our developers to build Scalable, Secure, High
Performance, Reliable, Responsive UI and Multilingual
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application with a framework which has fundamental
components available eliminating the effort to develop
from scratch. This has provided significant improvement in
productivity, greater reduction in time to market and significant
code quality improvement leading to enhanced customer
satisfaction.

Our process improvement drive continues to be strengthened
by leveraging workflow optimization, six sigma and lean
principles. We are committed to support the dynamic
business needs of our customers through continuous focus on
operational and quality excellence.

Institutional Shareholding

As on March 31, 2017, the total Institutional shareholding in
the Company was 54.30% of the total share capital.

Information about the Subsidiary Companies

As on March 31, 2017, the Company had 15 subsidiaries,
including step-down subsidiaries.

During the year under review, KPIT medini Technologies AG
was sold to ANSYS Germany GmbH on November 2, 2016.
Also MicroFuzzy Industrie - Elektronic GmbH, a German based
company was acquired through KPIT Technologies GmbH,
effective November 30, 2016.

In accordance with Section 129(3) of the Companies Act,
2013, (hereinafter referred to as “the Act”) the Company has
prepared consolidated financial statements of the Company
and all its subsidiary companies, which forms a part of the
Annual Report. A statement containing salient features of the
financial statements of the subsidiary companies in Form AOC-
1 is annexed to this Report as "Annexure 1".

In accordance with Section 136(1) of the Act, the Annual
Report of the Company, containing the standalone and the
consolidated financial statements and all other documents
required to be attached thereto have been placed on the
website of the Company, www.kpit.com. Further, a report
on the highlights of performance of subsidiaries and their
contribution to the overall performance of the Company has
also been placed on the website of the Company. Members
interested in obtaining a printed copy of the audited annual
accounts of the subsidiary companies may write to the
Company Secretary at the Company'’s registered office.

Directors

During the year, Mr. Sachin Tikekar, Whole-time Director of
the Company was re-appointed for a period of 5 years w.e.f
October 20, 2016.
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In accordance with Section 152 of the Act, Mr. S. B. (Ravi) Pandit
retires by rotation at the forthcoming Annual General Meeting
and being eligible, offers himself for re-appointment. The
Board recommends his re-appointment.

Ms. Lila Poonawalla, Dr. R. A. Mashelkar, Mr. Adi Engineer, Prof
Alberto Sangiovanni Vincentelli were appointed as Additional
& Independent Directors for a period of 5 years w.e.f April 1,
2017, subject to approval of the shareholders. The proposal for
the same is being made to the shareholders for their approval
at the forthcoming Annual General Meeting.

Key Managerial Personnel

The following persons have been designated as Key Managerial
Personnel of the Company pursuant to Sections 2(51) and 203
of the Act, read with the Rules framed thereunder:

1. Mr Kishor Patil - Chief Executive Officer (CEO) and
Managing Director;

2. Mr. Anil Patwardhan - Chief Financial Officer (CFO);
3. Ms. Sneha Padve - Company Secretary.

Auditors

Pursuant to the provisions of Section 139(1) of the Act, read
with the Companies (Audit and Auditors) Rules, 2014, M/s.
B S R & Co. LLP, Chartered Accountants, were appointed as
the Statutory Auditors of the Company in the Annual General
Meeting held on July 25, 2014 for a period of five years, subject
to ratification by the members in every Annual General Meeting.
Based on the recommendation of the Audit Committee, the
Board recommends ratification of the appointment of B S R
& Co. LLP, as the Statutory Auditors of the Company, at the
ensuing Annual General Meeting.

The Notes on financial statements referred to in the Auditors’
Report are self-explanatory and do not call for any further
comments. The report does not contain any qualification,
reservation or adverse remark.

The Board of Directors of the Company appointed Dr. K. R.
Chandratre, Practicing Company Secretary, as the Secretarial
Auditor to conduct audit for the year under review. The
Secretarial Auditor’s report for the year under review is annexed
to this Report as "Annexure 2". The report does not contain any
qualification, reservation or adverse remark.

Corporate Governance

A separate section on Corporate Governance with a detailed
compliance report thereon forms a part of this Report.
The Auditors’ Certificate in respect of compliance with the
provisions concerning Corporate Governance, forms a part
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of this Annual Report, as required under the Securities and
Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (hereinafter referred to as
“the SEBI (LODR) Regulations, 2015").

Management Discussion and Analysis

A detailed review of the operations, performance and future
outlook of the Company and its business is given in the
Management Discussion and Analysis Report, which forms a
part of this Report.

Awards & Recognition

. KPIT's Electric Bus technology, Revolo, selected as a
Finalist for United Nation's Energy Grant for sustainable
development;

. KPIT recognized as a “Challenger” in Gartner’s 2017 Magic
Quadrant for SAP Application Services, North America;

. KPIT Won “Newcomer of the Year” Award at Annual SAP
Hybris Summit;

. Ms. Vaishali Vaid, VP & Head - Global HR, was recognized
as the 'Most influential HR leaders in India’ by the World
HRD Congress and also recognized with the Women
Leadership Achievement Awards at the 4™ World Women
Leadership Congress & Awards (WWLCA);

. KPIT's community driven water conservation project
received jury award by FICCI;

e KPIT bags 'Order of Merit'" awards for its ITS at the
Businessworld Smart Cities Conclave & Awards;

e KPIT wins Oracle Excellence Award for Specialized Partner
of the Year — North America in Mobility Category;

+ IDC names KPIT Worldwide leader in delivering SAP
Business Suite Powered by SAP HANA.

Particulars of Employees

A statement containing the names of every employee employed
throughout the financial year and in receipt of remuneration of
T 1 crore 2 lakhs or more, or employed for part of the year and
in receipt of ¥ 8.5 lakh or more a month, and other employees
as required under Rule 5(2) of the Companies (Appointment
and Remuneration of Managerial Personnel) Rules, 2014, is
annexed to this Report as “Annexure 3(a)".

The ratio of the remuneration of each director to the median
employee’s remuneration and other details prescribed in
Section 197(12) of the Act, read with Rule 5(1) of the Companies
(Appointment and Remuneration of Managerial Personnel)
Rules, 2014, are annexed to this Report as "Annexure 3(b)".
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Employees Stock Option Plan (ESOPs)

Information relating to ESOPs of the Company is annexed
to this Report as "Annexure 4". The information is being
provided in compliance with Regulation 14 of the Securities
and Exchange Board of India (Share Based Employee Benefits)
Regulations, 2014.

Disclosure under the Sexual Harassment of Women at
Workplace (Prevention, Prohibition and Redressal) Act,
2013

The Company has in place a policy on prevention of sexual
harassment and has put in place a redressal mechanism
for resolving complaints received with respect to sexual
harassment and discriminatory employment practices for all
genders. One case of sexual harassment was reported and due
diligence was followed as part of the process. The case was
closed post investigation by the internal committee.

Fixed Deposits

The Company has not accepted any deposits as on March 31,
2017.

Information on conservation of energy, technology
absorption and foreign exchange earnings and outgo
stipulated under Section 134(3)(m) of the Act, read with
Rule 8 of the Companies (Accounts) Rules, 2014

Conservation of Energy

The Company always endeavors to reduce energy consumption
and achieve conservation of resources. Many initiatives taken
in this connection have been detailed in the previous Board’s
Reports which the Company continues to implement. Apart
from those initiatives, the following PAN India measures were
undertaken to reduce energy consumption resulting in Pune
(30%), Bangalore (15%) and Mumbai (19%) saving over the
period of 6 years. Few initiatives undertaken in FY16-17 are
listed below:

«  Replaced 500 CFLs (56W) with energy efficient LED lights
(20W), resulting in energy saving of 45000 KWH units per
annum.

. Roof top PV solar cell installed at Pune capacity of 125 KW
in December 2016, which is generating average 500 - 600
KWH units per day. This is expected to generate 200,000
KWH units annually.

«  Energy Efficient VRF HVAC system installed at new facility
at Mahape which has resulted in 25% energy savings. The
average savings expected is 700 units per day.
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Green Initiatives

KPIT is committed towards giving our future generations a
sustainable world through efficiency in our business operations
and conservation of natural resources. Highlights from 2016-
17 include:

. 3 rain water harvesting farm ponds created / desilted in
Alladahalli (Nelmangala Taluka), Karnataka and Ranza
(Shivapur) Village, Maharashtra.

e Well excavation & construction at Guhini & Metpilawar
Village, District Pune resulting in a capacity to store 2.5
million litres of water.

¢ Widening and deepening of water canal at Wajeghar
Village, District Pune, creating a water reservoir of 10
million litres of capacity.

«  Soil Dam at Varoti & Pasali, District Pune, with a capacity
to conserve 8 million litres of water.

¢ Cement Nala Bund (CNB) at Shelgaon Village, District
Osmanabad, enabling a water corridor of 22m x 600m x
2m. This will result in a storage of 16 million litres of water.

«  Afforestation efforts led to planting of saplings at
Bengaluru and Pune locations, with an overall survival
rate of 80 percent.

« As a part of Zero Garbage project, in association with
Janwani, Pune - a total of 1,069 awareness programs have
been conducted across Pune city.

e Since 2010, we have been celebrating the Environment
Week on the occasion of “World Environment Day”. In the
year 2016-17, Environment Week was celebrated from
June 1 to June 6, at all our locations in India.

¢ Mr. Ravi Pandit has been nominated as a National expert
on 'Technology Evaluation Committee for Solid & Liquid
Waste and Water Supply".

Occupational Health and Safety Assessment Series (OHSAS)

The following activities were carried out by the Company under
OHSAS in 2016-17:

«  Framework created to move away from a week of
health and wellness to annual approach for “Health and
Wellness”;

«  Choice of workout provided considering the popularity
and trendy ways of exercise:

o Introduction of Zumba

o Introduction of Yoga
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«  Health check-ups & diagnostic support to employees
and their families:

o0 Subsidized health check-up package offered for
employee + family

o Negotiated discounts on expensive tests for
employee + family

« Initiated hospital tie ups for discounted check-ups for
OPD and other tests (addition to diagnostic centers);

«  Awareness Communication on “World Health Organization
(WHO) Days”;

+  Engagement Through Wellness:
o Laughter sessions

o  Special Pranayama sessions for International Yoga
Day

o  Tug of War

o Random blood sugar testing on World Diabetes Day
o  Dental check-up camps

o  Eye check-up camps on campus for employees

o  Meditation activity conducted as a mark of "Healthy
Mind”

o  Balloon blowing activity on the World Heart Day
o  Awareness session linked to the WHO days
o  Awareness sessions exclusively on alternate therapies

Technology Absorption

This year, we took a goal of improving the organizational
productivity and enhanced end user experience. In pursuit
of this goal, we have undertaken a strategic initiative
called ‘Simplificar’ which aims for process standardization,
simplification and actionable business insights spanning
organization wide business processes. SAP S/4 Hana has been
chosen as the ERP application and will be the mainstay of the
“System of Records”. We have also initiated the development
of ‘Next Generation Engagement Systems’ which will
integrate with the System of Records. The constituents of the
‘Engagement systems’ are being developed using the Agile
application development methodology. The engagement
systems that are being designed, leverage various cognitive
technologies that will improve user experience on one hand
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and pursue process optimization on the other. Some key
features of the ‘Engagement System’ include responsive UX,
Device Agnostic UL highly personalised Context and Persona
based content delivery that gives proactive insights which
would improve ‘In the moment effectiveness’. This will be a
true blue “conversational system” with a focus on ‘Experience
first!’

Lastyear, we alsorolled out aninitiative to implement integrated
collaboration platform using Cisco's WebEx technology. This
has led to substantial cost reductions vis a vis traditional audio
conferencing services while providing a seamless meeting
experience that is greatly enhanced by features like ‘one
touch audio / video calling’ from any device, application and
presentation sharing, personalised meeting rooms for relevant
users, meeting recording and sharing etc. We also invested
substantially in securing our infrastructure against cyber
security threats. The implementation of the Next Generation
Firewall and Wildfire platforms from Palo Alto Networks are
major steps taken in this direction and have helped in securing
business applications and infrastructure from advance threats.
In the same vein, we have also implemented 'TRAPs’ from
Palo Alto networks for Advance Threat Protection solutions
on end points. This solution protects end user devices
against Advance Malwares and Exploits. All these preventive
security technologies have led to us running a "Zero Incident’
infrastructure in the last year.

We focused not only digitizing IT infrastructure but also
invested in making the campus infrastructure ‘Smart’. Using
our Smart Campus platform, last year we rolled out many
applications like Smart Parking that uses automatic number
plate recognition technologies, Smart Cafeteria uses location
aware solution, provides online ordering of food and uses
e-payments. Our Smart Asset Management application
provides real time inventory of all the assets while the Smart
Incident Management application helps our employees initiate
a ‘one click’ reporting of incidents by scanning the QR codes
designated to common areas. These apps have improved
employee experience and productivity. We are also in process
of digitizing all campus infrastructure like HVAC, CCTV, pumps,
water level controllers, elevators, power meters, D.G sets,
access control etc. and bringing real time insights on our
campus platform.

Next year, we aim to focus on setting up Digital Labs and a
Centre of Excellence (CoE) that will showcase transformational
use cases using digital technologies. The CoE would enable our
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customers to co-innovate with us using the lab infrastructure.
We have realized the important role of digital technology
on every business unit / function and our customers. We are
focusing on creating ‘Think Digital’ culture and initiating steps
towards propagation of digital skills across the organization.

Research and Development (R&D) Activity

We havereceived an “Order of Merit” Award at the Businessworld
Smart Cities Conclave & Awards for its Intelligent Transport
System - A solution that enables higher ridership in buses by
making it safer, smarter and more efficient. Businessworld Smart
Cities Conclave & Awards is a platform that recognizes the
solutions that address problems posed by rapid urbanization
in the domain of transportation for the cities.

KPIT's innovative and indigenous electric bus technology -
Revolo was featured in the UN ‘Energy Grant’ list.

KPIT was nominated among 8 finalists from 157 international
applicants for the prestigious 2016 UN-DESA (United Nations
Department of Economic and Social Affairs) Grant on Energy,
themed around ‘Energy for Sustainable Transport. KPIT was
recognized with a 'Certificate of Appreciation’ for its indigenous
electric bus technology — Revolo — that enables clean urban
mobility.

KPIT was invited to the United Nations HQ in New York, on
December 14, 2016, for a special event organized by the
secretariat entity.

We bagged the 'Promising Transport Innovation Award" at the
International Transport Forum (ITF) 2016 Summit in Leipzig,
Germany. KPIT won the award for its technology ‘REVOLO’ that
enables clean urban mobility.

The ITF Promising Transport Innovation Award recognizes
innovations that have the potential to significantly improve
the quality, performance, user experience, accessibility,
sustainability or inter-modality of the transport. It is instituted
by ITF, an inter-governmental organization which acts as a
think tank for transport policy with 57 member nations.

REVOLO is a versatile system, designed to work across different
bus formats. The key components of the system are lithium ion
batteries, electric motors, a power transmission unit and smart
electronic control units. The Smart Electric buses have multiple
features like Intelligent Transport Systems, Mobile Phone
App for journey planning and ticketing, Wi-Fi Infotainment
etc. which provide a superior ride experience that can help
encourage adoption of public transport.
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The total amount spent on R & D activities is given below:

R & D expenses for the year ended March 31, 2017

Particulars

Amount | Key Project Details
(X in million)

Expensed in the statement of Profit and Loss (Refer Note 1)

188.53 | Solar,Bus_Program (HEV), ITS Eng, Innovation

Capital work-in-progress

230.22 | ADAS, Autosar, K-SAR, BUS, CREST, Powertrain

Assets capitalized during the year 38.69
Total 457.44
Notes:

1. Out of total R & D expenditure of ¥ 188.53 million, eligible R & D revenue expenditure under Section 35(2AB) of the Income Tax

Act, 1961, for the Company is ¥ 125.61 million.

A separate section on R & D activities forms a part of this
Annual Report.

Foreign Exchange Earnings and Outgo

Given the global nature of the business of the Company, exports
always form its thrust. Total foreign exchange earnings during
the year have been ¥ 9,586.28 million (previous year ¥ 9,900.37
million) and foreignexchange outgo (includingimports) hasbeen
% 324.53 million (previous year ¥ 688.24 million).

Board Meetings

Six meetings of the Board of Directors were held during the
year. More details about the meetings are available in the
Report on Corporate Governance, which forms a part of this
Annual Report.

Committees of Board

The details regarding Committees of the Board of Directors of
the Company are given in the report on Corporate Governance,
which forms a part of this Annual Report.

Independence of the Board

The Board of Directors of the Company comprises of optimum
number of Independent Directors. Based on the confirmation /
disclosures received from the Directors and on evaluation of the

relationships disclosed, the following Non-Executive Directors
are Independent in terms of Regulation 16(1)(b) of the SEBI
(LODR) Regulations, 2015 and Section 149(6) of the Act:

1. Ms. Lila Poonawalla

2. Dr.R. A Mashelkar

3. Mr. Adi Engineer

4.  Prof. Alberto Sangiovanni Vincentelli
5. Mr. Anant Talaulicar

Company’s Policy on
remuneration

Pursuant to the provisions of Section 134(3)(e) of the Act, the
policy of the Company on the appointment and remuneration
of Directors including criteria for determining qualifications,
positive attributes, independence of a director and other
matters provided under Section 178(3) of the Act is annexed to
this Report as "Annexure 5".

Directors’ appointment and

Particulars of loans, guarantees or investments under
Section 186 of the Act

Particulars of loans, guarantees or investments made during
the year under review, pursuant to the provisions of Section
186 of the Act are as below:

Sr. | Name of the subsidiary Nature of Duration Rate of Interest Amount | Purpose

No. transaction (%) (X in million)

1 KPIT Technologies (UK) Guarantee Till April 30, NA 80.88 | For setting up the
Limited 2017 credit facilities

2 Impact Automotive Acquisition NA NA 500.10 | Equity infusion
Solutions Limited
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Particulars of contracts or arrangements with related
parties referred to in Section 188(1) of the Act

Pursuant to the provisions of Section 134(3)(h) of the Act, the
particulars of contracts or arrangements with related parties
referred to in Section 188(1) of the Act and prescribed in Form
AOC-2 of Companies (Accounts) Rules, 2014, is annexed to this
Report as “Annexure 6".

Material changes and commitments affecting the financial
position of the Company

There are no material changes and commitments affecting
the financial position of the Company which have occurred
between the end of the financial year of the Company to which
the financial statements relate and the date of this Report.

Significant and material orders

There are no significant and material orders passed by the
regulators or courts or tribunals impacting the going concern
status and Company'’s operations in future.

Risk Management Policy

A mechanism to identify, assess, monitor and mitigate various
risks to key business objectives of the Company is in place.
A write-up on Enterprise Risk Management is included in this
Annual Report.

Internal Control Systems and Adequacy of Internal
Financial Controls

The internal control systems of the Company are adequate
considering the nature of its business, size and complexity.
The Statutory Auditors as well as the Internal Auditors of
the Company review the same on periodical basis. Further,
significant observations, if any, and action taken reports on the
same are considered by Audit Committee at their meeting.

The Act has made it mandatory for the Directors in their
Responsibility Statement in the Board's Report to state that
“the directors, in the case of a listed company, had laid down
internal financial controls to be followed by the Company and
that such internal financial controls are adequate and were
operating “effectively”. The above statement has to be affirmed
to by the Statutory Auditors in their Audit Report.

As per explanation provided to Section 134(5)(e) of the Act,
“internal financial controls” means “the policies and procedures
adopted by the Company for ensuring the orderly and efficient
conduct of its business, including adherence to the Company'’s
policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness
of the accounting records, and the timely preparation of
reliable financial information”.

Components of internal control define internal control over
financial reporting as a process designed by, or under the
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supervision of CEO and CFO office and effected and approved by
the Board of Directors and management to provide reasonable
assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes
in accordance with Indian Accounting Standard (IND-AS) and
includes those policies and procedures that:

«  Pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and
dispositions of the assets and liabilities of the Company;

. Provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial
statements in accordance with IND-AS and that receipts
and expenditures of the Company are being made only
in accordance with authorizations of management and
Directors of the Company; and

. Provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use or
disposition of the Company’'s assets that could have a
material effect on the financial statements.

Audit Committee Recommendations

During the vyear, all the recommendations of the Audit
Committee were accepted by the Board. The composition of the
Audit Committee is as mentioned in the Report on Corporate
Governance, which forms a part of this Annual Report.

Corporate Social Responsibility (CSR)

The Policy on Corporate Social Responsibility of the Company
and the details about the development of CSR Policy and
initiatives taken by the Company on CSR during the year as per
the Companies (Corporate Social Responsibility Policy) Rules,
2014 has been annexed to this Report as "Annexure 7".

Formal Annual Evaluation by the Board

A separate meeting of the Independent Directors of the
Company was held on February 17, 2017, in which a formal
evaluation of performance of the Board, Committees and
the individual Directors was carried out. The performance
evaluation was conducted based on the criteria specified in the
Act, Regulation 17 of the SEBI (LODR) Regulations, 2015 and
Guidance Note on Board Evaluation issued by SEBL

The feedback based on evaluation was discussed with the
Chairman of the Board and given to the Directors.

Vigil mechanism

The Company has established a vigil mechanism as per
Regulation 22 of the SEBI (LODR) Regulations, 2015 for
Directors and employees to report their genuine concerns. The
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details of the same are explained in the Report on Corporate
Governance. The Policy on Vigil Mechanism may be accessed
on the Company's website at the link: (http://www.kpit.com/
company/investors/corporate-governance).

Extract of Annual Return

The details forming part of the extract of the Annual Return in
Form MGT-9 is annexed to this Report as "Annexure 8".

Responsibility Statement of the Board of Directors

To the best of their knowledge and belief and according to
the information and explanations obtained by them, your
Directors state that:

i) in the preparation of the annual accounts for the year
ended March 31, 2017, the applicable accounting
standards have been followed along with proper
explanation relating to material departures, if any;

i) they have 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 the profit of the Company for the year
ended March 31, 2017;

iii) they have taken proper and sufficient care for the
maintenance of adequate accounting records in
accordance with the provisions of the Act, for safeguarding
the assets of the Company and for preventing and
detecting fraud and other irregularities;

iv) the annual financial statements have been prepared on a
going concern basis;

v) they have laid down internal financial controls to be
followed by the Company and that such internal financial
controls are adequate and are operating effectively and

vi) they have devised proper systems to ensure compliance
with the provisions of all applicable laws and that such
systems are adequate and operating effectively.
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CEO&: CFO Certification

Certificate by Mr. Kishor Patil, CEO & Managing Director and
Mr. Anil Patwardhan, Chief Financial Officer, pursuant to the
provisions of Regulation 17(8) of the SEBI (LODR) Regulations,
2015, for the year under review was placed before the Board of
Directors of the Company at its meeting held on April 26, 2017.

A copy of such certificate forms a part of the Report on
Corporate Governance.
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and all other government agencies for their support and look
forward for their continued support in future.

For and on behalf of the Board of Directors

Pune S. B. (Ravi) Pandit
April 26, 2017 Chairman & Group CEO
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Part “B": Associates and Joint Ventures

Statement pursuant to Section 129(3) of the Companies Act, 2013, related to Associate Companies and Joint Ventures

Sr. No. | Name of Associates / Joint Ventures Yantra Digital Services Private Limited*

1 Latest audited Bala