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NOTICE

May 18, 2000
Blue Star Limited

Registered Office: Kasturi Buildings,
Mohan T Advani Chowk, Jomshedji Tata
Road, Mumbai 400 020.

NOTICE is hereby given that the 52
Annuat Generat Meeting of the Members
of the Company will be hefd at Joi Hind
College Hall, 23-24, Backbay
Reclamation. 'A" Road, Churchgate,
Mumbai 400 020, on Tuesday, August
29, 2000 at 2.00 p.m. to transact the
following business:

Ordinary Business

1. To receive and adopt the Directors’
Report, the audited Balance Sheet
as at and Profit & Loss Account
for the financial year ended
March 31, 2000 and the Auditor's
feport thereon.

2. To declore final dividend.

3. To appoint a Director in place of
Mr B K Malhotra who retires by
rotation. ond being eligible, offers
himseif for reappointment.

4. To oppoint a Director in ploce of
Mr Atul € Choksey who retires by
rototion, and being eligible, offers
himself for reqppointment.

5. To appoint Auditors and to fix their
remuneration.

~ NOTES

1.

A MEMBER eNTITLED TO ATTEND
AND VOTE AT THE MEETING 15
ENTITLED TC APPOINT A PROXY TO
ATTEND AND VOTE INSTERD OF
HIMSELF ON A POLL ONLY AND THE
PROXY Ne€D NOT Be A MEMBER.
THE PROXY FORM SHOULD BE

DEPOSITED AT THE REGISTERED .

OFFICE OF THE COMPANY NOTLESS
THAN 48 HOURS BEFORE THE TIME
FOR HOLDING THE MEETING.

The Register of Members and the
Share Transfer Books of the
Company will remoin closed from
Thursday, August 17, 2000 to
Thursday, August £4, 2000 (both
days inclusive).

The final dividend declored ot the
Annual General Meeting will be
paid on or ofter September 6, 2000,
only to those Members whose
names appear on the Company's
Register of Members on
Rugust 24, 2000.

Membaers are requested to file
Mandotes and notify any change
in their address.

By order of the Boord of Directors
KPT Kutty

Compony Secretary

' BLUE STAR

FOR THE ATTENTION OF
SHAREHOLDERS

1. Shareholders are requested to
forward their queries on the
Accounts for the financial year
ended March 31, 2000 to the
Registered Office of the Company
at teast 10 days in advance to
encble us to keep the information
ready at the Meeting.

2. The Annual Reports and Attendance

Stips will not be distributed at the
Rnnual  Generol Meeting.
Shareholders attending the
Meeting are requested to bring the
some along with them.
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. BLUE STAR

ANNEXURE TO DIRECTORS' REPORT - B

lnformation under Section 217(2A) of The Companies A, 1956 read with the Companies (Particulars of Employees) Rules, 1975 ond farming part. of the

Directors’ Report for the pericd April 1, 1999 to March 31, 2000

Morre fe  Designobon® Pememtion  Qualifiabon 6p.  Dasof Details cF st ermpioyrmient

(¥rs.)  Noture Of Duties (Rupees) {(Years) gtng Employer Designation Period
EMPLOVED FOR THE LUHOLE OF THE YERR -
ADVANIAM 58 CHAIAMAN & CHIEF ©XCQUTVE 2102567 B.5C, SB. MBA k5] T-Jui-69 RCAINC., USA INFORMATION SYSTEMS 195649

PROKECT SPECIRLIST

AOVANIS M PAESIDENT & VICE CHAIRMAN 2102880 SB, SB, LLB. 3 17-Mar-69
BREUTGS EXECUTIVE \ICE PRESIDENT 1154790 B.JECH. MBA ot T-Nov-95 MAFLTD., MADRAS GENGAAL MANAGER 199165
BALAKAISHNAN PY 37 GROUPPROECT MANAGER 1020913 M.TECH. 3 25-5%p95  HAUPP INDUSTRIESLTD. FSSOCATE MANAGER 1994.95
BHAVEAN 49 VICE PRESIDENT 805866  B.COMFR FICLA.FCS €0 94-hun-97 MAFATLAL INDUSTRIES GENERAL MANAGER - FINANCE 199197
COELHO HUBERT 4 GENGRALMANAGER 944908  BCOM.CA 18 8-Ape-96 FUUITSU - I LTD. REGL. INDUSTRY SOUUTIONS MGR - 199596
DIXIT SANTOSH 32 LAD CONSULTANT 705873 BE N 16097 GODRE) & BOYCELTD. ASSISTANT MANAGER 199097
FERNANDES MELBA 30 ASSTPROKCT MANAGER 694716 DERE, DAV 7 1-Jun-98 PATNI COMPUTER SYSTEMS AT, LTD.  SOFTLLRARE ENGINEER 10798
G SURVANARAYAN 33 SR CONSULTANT 1415797 BE,PCOST 10 9-3un-97 OIL&NATURAL GAS CORPN. LTD, EXECUTIVE ENGINEER 198997
GERR SUDHR 39 DEPUTY GENCRALMANAGER 59450  BE.DBM 7 15-Apr-98 |EMUIR RECORDS MANRGEMENT GENERRL MANAGER 199598
INAMDRB VY BE  VICE PRESIDENT 899183 B.TECH. £ 1-Dec-83 PT.TRICS, INDONESIA ASST. GENERAL MANFGER 1681-83
IYER SUAESH 3% GROUPPROIECT MANRGER 475657 B.5C (TECH) 0 4-Dec-89 LINK SOFTUARE INNOVATIONS SYSTEMS eXeCUTvE 1988-5¢
JAMDAR SATISH 47 VICE PRESIDENT 748562 BTECH. 27 2Moy 96 REALVALLUE LID., MUMBR! VICE PRESIDENT 1995-96
HORANAR 50 VICE PRESIDENT 871599  BSC(ENGE). 28 1-Feb-73 MOTLUANE PLTD. SALES ENGINEER 1972-73
KIRPALANI AITA SAGENERAL MANAGEA 684375 BE 1-Sep-71
MALHCTRA B H 61 EXECUTIVE DIRECTOR 1791855 B.SC (ENGG). 1-Now-62
MUKHERJEEDIBYENDU 34 GENERALMANAGER 565078  BE K] 8-Fpr-35 FUTSU - IKIMLTD. TECHNICAL MANRGER 1986-%
PHADKE SHIRISH 37 DEPUTY GENERALMANAGER 475305 BE.MS 4 1-Sep-R ORIGIN INFORMATION TECH. LTD. SR, PROJECT MANAGER 169490
RAIRRAMH 43 VICE PRESIDENT 739366 BLOM, ACA.RCS 17 A-Mar-9d RAYMOND TD. GENMGR (FIN) & CO. SECRETARY  1994-96
RAC A S PAAKASH 53 VICE PRESIDENT 1075598 BTeH 20 1 Dec-64
RRODEEFAK %% SR PROKCT MANRGER 06188 BE 9 13Feb 97 PRICESOFTUARE SCAUTIONS PROJECT MANRGER 199697
ARVINDRA D SA GENERALMANAGER 631772 BTECH, ME DIPOP. MGMT 34 93-Oxt-85 VOLTAS UMITED PRODUCTION MANAGER - R&D 197185
RAY CHANDAN DEPUTY GENERALMANAGER 711658 B.SC, MR 10 1-Apr-9% SYNTEL-EUROPELTD. PROKCT MANACGER 199899
SAMBTANIASSAR 57  PRESIDENT 2108316  BTeH. 3¢ 3 Jul-95 FUATSU - ICM LTD. VICE PRESIDENT 197865
SHNHARANS 53 VICE PRESIDENT G45%88  BE 3 060
SALHNEY SARIARY 37 DY.GENERRLMANAGER 605234 B.COM. 15 7-Apr-98 FUSITSU - ICIM LTD. MANAGER 1993-94
SETHN 39 VICE PRESIDENT 957055  B.COM., MBA. 7 M35 USHA INTEANATIONAL LTD, DEH MARHETING MANAGER 1989-55
SETHIMS 50 WICE PARESIDENT 849875 B€, PGDIT, MS, MBA o7 17Nov-97 PAM-PAC MACHINES LTD. GENCRAL MANAGER - WG 1997
SHAH BHRRAT 83 \ICE PRESIDENT 1905670 BTE(H. PCDSH MFM 9 21DecH2  BOOTS PHARMACLMICASLID. SHSTEMS MAENAGER 198592
SVPSANKARAN N 53 YICE PAESIDENT 1116305 BSCLENGG) 3 19-Nov-69
TAUWHEDAR ASCHE 45 VICE PRESIDENT 1476637 MSC 18 18Jen-99 MARSCOT SYSTEMS MANAGING DIRECTOR 1979
THARKER AAUESH 32 PROSCT MANRGER §1848) BE. g A4 SOFTUARE TECHNICAL SERVICES, INC. CONSLLTANT 169904
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*!

T e & Rerunerciion _ Qualificcion 6o Dotoof Detaisofkstempoyt 1t
{¥rs)  Noture Of Duties {Rupees {Years) grmg Employer Designaticn

EMPLOVED FOR THE PRAT OF THE VEAR -

BRGUATIONSH 41 GANGRALNANAGER 50836 MSC.DOM 18 M98 PATNICOMPUTER SYSTEMS VT, LTD.  AEGIONALIAIY £

BICHU PRAMCD Y MECHANIC 286181 NON MATRIC 33 F-Jul-bb

CALDEIRA PETER DESPATCH CLERK 986505 ST 42 2-Jon-57

CHATIERKED % DEATVGENALMAWGER 863387 BSC(ENGO) % IbfebTo  TOSHNUALBROSAVILD SRS ENGINEEH

CRUNSIEY 3 FREMANIGER 150807 DERE, PO 0 WDecd

CHAYAMB 5 MG 38995 6.SC. DV DM 9 0l SHORRSHPINGO. ACCONTANT

DESAl HEMANT DEPUTY GENEARL MANAGER 4468330 Ph.D.(EECS) 214 14-Dec98 ZENTTH GLOBRL CONSLLTANTS INDEPENDENT CONSHLTANT

DESHVUKHSANIAY 40 DEPUTY GENEARL MANAGER 7204672 8.5C., PGDST 19 15-A0r-85 TRTA BURACUGHS LTD. SYSTEMS ANRLYST

DI T 6 AGNANANGER w0 BE 6 LTl HKASHVANDUSTRES BRANCH NANGER

JOSHI SUBHASH ASSISTANT MANAGER 178550 DVE 17 01-5ep-8%

HARMARHR PG GONARLNANAGER Seadle MSCDHS O 15AwSE  GODREISORPS NENGER

KRB A, GENERALMANAGER 0417 BIECH B 0AGY  ARCINDL GO UD, (€ - QECTRIC.

KAUR PRAKASH 43 STENQGRAPHER 310148 BA. 17 08-Fpr-84

KAISHNARS 0 DEUNGNFALMINIGR  SBI038  MAMMS 0 Bsps

HULHAAN UDAY 43 SAGENGARL MANRGER 619628 B.E., MMS 19 20052 KORPORATE SOLUTONS SELF EMPLOYED

LUMAN SRTISH 45 GENERALMANAGER 197061 BSC, MIS 16 §-For-98 NOOL POLYMER MANAGER |

MANSUFNMD 60 EXECUTVE VICE PRESDENT 1907421 B.5C. 1 oD

MEHTA NARESH IS DEPUTY GENERALMANAGER 193737 MMVS 10 -Jun-96 OMAM CONBLLTRNTS GENERALMANAGER

MOHAPATRA ASIT 42 VACE PRESIDENT 241316 B.TECH., MAM. 20 29.Ju-97 PARHE DAVIS DIRECTOR -HR

NAIK YESHUANT S 0 SENIOB eXeCUTvE 403607 S8C 34 91 -Dec-t4

PROTE MY MECHANG 00031 NONKTRE 4 170066 NANWATSSONSATATD, ACONDIONING CREFIOR

PEREIRR CLYDE 41 CUSTOMER SLIPROAT ENGA. 743845 SsC 0 B-Oa-2 TELEWSTR EECTRONICS {TD. SA. TECHMICIAN

ANTOWEEDA 45 RECEPTIONST 04850 8A 0 16808 MRUGANOKRSERS CONSLURTS  EXEC OFFCER

ARO HIARN GROUP PACUECT MANAGER Q25001 M.SC. 15 93.0a-96 DATA SYSTEMS & SEAICES SA PROUECT MANAGER

RAOSV RRER MANRGER 924608 BE 26 192-hun-81 ENGINGER'S ENTERPAISES PLID. LUORKS MANAGER

SHAHVRSHAT MANAGER 173183 BE. 13 10Aug-87  MUKAND 1RON & STEEL TRAINCE

SERAWNAW 45 GAKELMANGE 974 MSC 6 9683 WNDOCHMEAECACNKSID SALES NOINEER

SUNDRRRM PV 0 SAMANAGER 41695G BLOM 08-Sepp4  CAACNASAHY COPVTLTD BCCOUNTS ASSISTANT

VINODHUMBR VYN 35 AEGIONAL MANAGER 398083 8.5 Mot &R 54 20-44-88 INDOCHEM ELETRONICS LTD SALES ENGINEER

WAGERL 60 MPANAGEA 610068 INTER SC., DIVE 37 B-Oct-62

1934

1971 76

1080
199194
1980-85

197577

1991-98

199093

169192

199208

199293

199697

1987

198183

198183

1. Remuneration includes salany, house rent assistonce, employer’s contribution to PF and superannuation, Gratuity, leave rave assistonce, group NsUrance premium, commission

where payable and other allowonces / benefits as applicable ard ofse indudes compensation paid under Voluntany Resrement Schere.
2 The nature of employment in off coses is contractual.

3, Reickives of Directors:

N Ashok M Advani and My Sunee! M Advani are relatives.
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Board of Directors

Corporate Management

Bankers

Ashaolk M Advani

Chairmon & Chief Erecutive

Suneel M Advani
Fresident & Vice Chairman

Bal K Malhotra

Executive Director
Rtul Choksey
Uday Kotak

G Ramchandont
Minoo R Shroff

Suresh N Tolwar

Ashok M Advani
Chairman & Chief Executive

Suneel M Advani
FPresident & Vice Chairman

Bol K Malhotra

Executive Director

TG SBabu

Executive lice Fresident

H N Ganatra

Vice Prasident - international

V'V Inamdar
Vice President - estern Region &
lngtustrial Division

Satish Jamdor
Vice President - Monufacturing

Arun Khorana
Vice President - Electronics Division

Ranajit Majumdar
Vice President - Human Resources & Quolity

A S Prakash Rao
Vice President - Northern Region

H Bajaram
Vice Presidentt - Finance

S Sankaran
Vice President - Scuthern Region

Neeraj Seth
Vice President -
Commercial €quiprnent Division

N Sivasankaron
Vice Presioent - AGPD Mg, & Service

Company Secretary

K P T Hutty

The Hengkong &'Shanghoi
Bonking Corporation L.

ANZ Grindlays Bank Led.

Stote Bank of India

Oriental Bank of Commerce

ABN - AMBO Bank

Banque Nationale De Parig

Bank of Baroda

Abu Dhabi Cemmercial Bank Ltd.

Auditors

K S Riyar & Compony, Mumbai

Branch Auditors

R Venkatarama Riyar & Company,
Caleutta

Fraser & Ross, Chennai

Mohinder Puri & Company, New Delhi

Reqistrars & Share
Transfer Agents

Intime Spectrum Registry Pvt. Ltd.
260 - Shonti industrial Estate
Sarojini Naidu Road, Mulund (Uest)
Mumbai 400 080

Telephone: 91-22-564 7731

Fax: 91-22-567 2693

Registered Office

Hasturi Buiidings

Mohan T Advani Chowk
Jamshedji Tata Road
Mumbai 400 020
Telephone : 91-22-2020868
Fox: 91-22-2095813
wwuw.bluestarindio.com
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Letter from the
Chairman

Dear Shareholder:

1998-2000 wos a year of tronsition for
Blue Star. The Company was busy
restructuring itself around its core
businesses - airconditioning and
refrigeration (ACSR), and marketing of
professional electronics, industrial
equipment and services, The restructuring
process involved spinning off the
softwore business and winding up the
industrial projects activity.

The long cwoeited demerger of the
International Software Division (1SD) took
place onApril 4, 2000 ofter o cumbersome
ond extended legal process of about 20
months. In spite of our best efforts to
expedite the procedure, the demerger
could not be achieved before the end of
the financial year. As a result, the audited
accounts  for the year ended
March 31, 2000 are for the consolidated
Company including 1SD.

Ashok M Advani
Chairman & Chief Executive

tn order to incorporate the effect of
demerger in the books of Blue Star
Infotech Limited (BSIL) and present a
complete report to its shareholders, the
finoncial yeor of BSIL has been extended
to 15 months ending June 30, 2000.
Accordingly, the Annual Report of BSIL
to be published will cover the period
Reril 1, 1999 to June 30, 2000.

The New Blue Star

Lost year, with the restructuring of the
Company under implementation, | had
dealt with the importont question of
Blue Star's future without the divested
businesses of software services and
industrial projects. f was optimistic about
our prospects and explained why | felt
that way, but | was not in a position to
offer tangible proof. The Company's
finandial resuits for 1999-2000 provide
supporting evidence in this regard.

The consalidated accounts of Blue Star
obviously do not provide separate
figures for software and the other

business of the Company. However, in
the interests of greater tronsparency Wwe
have shown segregated Profit & Loss
Accounts for the 12-month period, by way
of supplementary informeation annexed
to this letter. These show that:

*  After several years of high growth,
the Compony's software business
slowed down. This was mainly due
to o fall in US onsite revenue on
account of the US preoccupation
with the YZK problem; and
monagement’s focus on the spinoff
of the softwore business. The
annual report of BSIL will provide
additionat analysis and details
regarding the software business.

%* For Blue Stor, excluding software,
Total Income was not much different
from the consolidated figures.
ISD accounted For §% of the total
revenues.

*  On the profit front, while software
accounted for 35% of the
consolidated Profit After Tox, the

3
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important point to note is that the
entire improvement in grofit lost yeor
came from the non-software
businesses. Profit Before Tax
grew by a heclthy 73% to
Bs.17.10 crores, while Profit After
Tox surged by 189% to

Rs.15.14 gores.

In any business, the key variables
offecting profits are sales volume,
vaiue addition or gross margins and
the overall level of business
expenses, Lost year, with scope to
increase sales volume being
somewhat limited by o slow
econamy, and expense control
olready reasonably tight, the major
opportunity  for better profit
performance wos te focus on higher
gross margins. This is especiaily so
since more than three-quarters of
the sales income is consumed by
material and other direct costs.
Efforts to drive down the cost of
sales rotio pervaded the entire
Company resulting  In  an
improvement in gross margin in the
non-software business by 2.7%
from 23.4% to 26.1%. The effect of
the higher gross margin was to
enhance profit by Rs.11.55 crores,
a remarkable achievement in a
sluggish economy, facing severe
compeltitive pressures.

The income tox provision was only
11% of profit becouse of good tax
picnning. The tox halidoy on Dadra
Plant wos o major reason for the
modest tox liability and will provide
cn effective tox shietd in the current
year os well.

Improving Gross Margins

The Directors’ Report briefly mentions the

three-pronged strategy to enhance Qross
margins. { would like to elaborate on this.

In airconditioning projects, products, and
the ailied manufoacturing activities, better
engineering ond design were combined
with reduced materiol procurement prices.
Generally lower morket prices for raw
materials and components along with
scientific supply-chain manogement
techniques, resulted in significont cost
reductions. Manufacturing profits were
also fovourably offected by o substantial
incrense in copacity utilisation,

After-sales senvice continues to be an
excellent business because it offers high
gross morgins and limited competitive
pressure. The key to success is meeting
customer expectations and building
customer toyalty through proactive
measures. Service was recrganised by
integrating it with sales for each ling of
business. This provided better customer
support and our customers have
generally been plecsed with this
change. In the recrgonisation, care was
taken to ensure that the focus on service
os o business was not diffused. Service
remains o profit centre with its own
strategy. resources and investments such
as the incuction of marketing resources
into after-scles service: an extensive
treined network of service associotes;
upgraded computerised systems
including service ports management,
These measures, which were explained
in my speech at last year's Annual
General Meeting, resulted in significant
growth in service revenues and profits.
The third factor influencing the increase
in overall gross margin ond profit waos
the sharp decling in bitling in industrial
projects. In ecrlier years, low or even
negative gross margins on some fixed
price contracts dragged down the

RO EN G

QVerage gross margin
profitability of the Com -, L1t e
of these contracts hovin
progressively complete-d e 20,
negative factors redudiswg grs: morgios
are now largely behird ws o
profits should improve further,

Shareholder Volue

Investors have definite views about
shareholder value and hove little
patience for corporate managemants that
are not able to enhonce the volue of their
ivvestment. Your Board of Directors s
acutely conscious of its responsibility o
shareholders ond reqularly reviews the
Company's strategies and performonce.
In o highly volatile stock market, we
believe our prime responsibility is to
deliver superior financial results and we
expect that discerning investors will
recognise our performance in the long
run,  especially  with  increosed
communication through our website
(www blugstarindio com) ond other
channels.

Lost year, the consolidated return on
average capital employed (ROCE)
improved from 16.06% to 18.80% while
return on average shareholders funds
(RONW) increcsed from 15.84% to
20.84%. These are respectoble figures.
This year, with reduction ¢f the equity
copital by £5% ofter the software
cgemerger, the profitability rotios should
be even better becouse of a higher
numerator, viz. profits, in the non-
software businesses, and o lower
denominater, viz. capital employed.

Yours sincerely,
ASHOK M ADVANI
June 30, 2000
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Annexure to Letter from the Chairman

Profit & Loss Account for the 12-month period ended March 31, 2000
(Rupees in lakhs)
Blue Star Ud. Software Blue Star Ltd,
excluding Business including
. Software Business Software Business
Income
Sales, Work Bills & Services 42619.96 3696.47 46316.43
Commission 1179.33 1179.33
Other Income 581.57 17.46 599.03
44380.85 3713.93 48094.78
€xpenditure
Cost of Sales, Work Bilis & Services 31479.97 1575.45 5305543
€mployee Remuneration & Benefits 4741.66 790.69 5532.35
Operating & General €xpenses 449316 394.62 4887.78
Depreciation 1027.49 117.57 1144.99
Interest 928.66 25.41 Q54.07
49670.87 £903.74 4557462
Profit
Profit Before Taxation 1709.98 810.1¢9 2520.17
Provision for Income Tox 193.00 193.00
Provision for WWealth Tax 3.00 5.00
196.00 196.00
Profit After Taxation 1513.98 810.19 9232417
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