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Chairman's Statement 

Towards Sustainable Development: 
Creating an Ethos of Care and Commitment 

Sustainability has assumed si gni fica nt importa nce and urgency in the deve lopmental context of India, which ranks 127th 

in the Human Deve lopment Index . As our nation embarks on a trajectory of high rates of economic growth, it would 

become cr iti ca ll y necessary to focus on the impact of such growth on society and the environment. Economic growth 

w ill tra nslate to susta inab le deve lopment onl y when it is incl usive, creating the capac ity to consume among those liv ing 

at the margin - the lion's share of w hom are in rural India. Equally, susta inable development w ill be achieved onl y w hen 

env ironmental ca pi ta l is enri ched. The sharp decl ine in per capita ava il ability of wa ter, th e low forest cover due to 

conti nu i ng deforestat ion, i ncreas i ng leve ls of ai r and water po ll ution, the remorseless increase in th e quantum of 

wastela nds and the ri sing demand fo r fossi l fuels are some of the seri ous iss ues that need to be addressed on a war 

foot ing if India has to rea li se its ambiti ous agenda for sustai nable progress. 

Corpora tes, whi ch constitute an important membership of any society, need to make their contribution in meeting thi s 

challenge. Premium needs to be p laced on those companies that create economic progress w ith minimal adverse impact 

on ecology by deploying techno logies that use the pl anet's fini te resources effi c iently. Indeed those that serve to replenish 

natural capital need to be va lued even more. Accordingly, the contribution of companies needs to be more comprehensively 

measured along three dimensions, commonl y referred to as the " trip le bottom line" . These dimensions are: economic, 

eco logica l and social. As society w itnesses the grow ing in fluence of corporati ons in dri v ing economic, environmental 

and soc ial change, investors and other stakeholders w ill expect the highest standards of ethi cs, transparency, sensitivi ty 

and responsiveness from corporates. It is my beli ef that stakeho lders, incl uding consumers, w ill increas ingly raise the 

bar of expectati on in relation to corporate response to issues of susta inab le development. 

Envisioning a larger soc ietal purpose has always been a hallmark of lTC, desc ribed by me in the past as "a commitment 

beyond the market". ITC sees no confli ct between the two goa ls of shareho lder va lue enhancement and soc ietal va lue 

crea ti on. The chall enge li es in fas hi oning a corporate strategy th at enabl es rea l isati on of these goa ls in a mutuall y 

reinfo rc ing and synergisti c manner. lTC's e-Choupal and soc ial forestry programmes represent two stell ar examples of 

thi s ph i losophy in action. 

As a Company that continuously strives to be 'Citizen First', ITC has always attached criti ca l importance to its responsibility 

to contribute to the tripl e bottom line. ITC perce ives itse lf as a corporate trustee of the phys ica l, soc ial and economic 

resources deployed in its business operati ons. lTC's mi ss ion is to enhance the ca pac ity of its businesses to generate 

sustainab le wea lth by using these resources w isely and responsibly. Thi s commitment finds express ion in the Company's 

sustainable development philosophy, which recogni ses the need to not on ly preserve but also enri ch precious environmenta l 

resources while providing a safe and hea lthy workpl ace fo r its employees. 

Apart from crafting business models that estab lish direct linkages between business and societal goa ls, ITC is also engaged 

in implementing various other susta inable development initi atives towa rds making a meani ngful contribution in the 

economic vic inity of its operating locati ons. The thrust of these in iti ati ves, chri stened 'Sunehra Kal' , is in three areas: 

(i) natural resource management, w hich incl udes wasteland, wa ters hed and agri culture development; (ii ) sustainable 

livelihoods, comprising genet ic improvement in livestock and economic empowerment of women; and (iii ) community 

development, with focus on primary education and hea lth and sanitati on. 



ITC is comm itted to conducti ng its business operations with passionate respect for the environment. Severa l prestigious 

national and internat iona l awards (listed elsewhere in this report) testify to lTC's ab iding comm itment. Such recognition 

has fu rther reinforced the Compa ny's commitment to consc iously synergise and direct the co ll ective endeavour of its 

employees at all levels across all businesses, functions and locations to continuous ly improve sustainab ility practices, 

to ul t imately attain and exceed globa l standards. 

Internat iona ll y benchmarked specific consumpt ion of water, dedicated pursuit of the goa l of zero discharge and sca ling 

up of rainwater harvest ing in severa l moisture-stressed districts of India have enab led lTC retain its enviab le position 

of a water positive company for the third success ive year. The water harvesting potential created so far is nearly three 

times the Compa ny's net water consu mption. 

lTC's contribution to addressi ng the chall enges of global warming and c limate change are being expressed through 

significant improvement in spec ific energy consumption, use of environmentally superior fuels and carbon sequestra ti on 

th rough large-sca le agro-forestry programmes. The Company now sequesters nea rl y 86%, of the ca rbon dioxide emi tted 

by its operat ion s. The system ic commitment to energy conservat ion even in a phase of aggress ive business growth w ill 

enab le ITC to ach ieve the goal of becoming a ca rbo n positive enterpr ise w ithin the next couple of years. 

In order to eliminate solid waste, ITC has embarked on a unique initiative to either recycle al l wastes from its operations 

or identify them as raw material for others. The strategic vision behind these policies and their dedicated implementat ion 

have positioned ITC firmly on the path to becoming a zero solid waste company. 

In a nation where econom ic deprivation is w idespread and th e capacity of a large share of its c iti zens to participate 

effect ively in economi c growth is gross ly limited, ITC seeks to contribute in meaningful measure towards socia l 

empowerment and genderised development. The ITC e-Choupa l infrastructure - a combination of digital , human and 

phys ical assets - already serves over 3.5 million fa rmers and is potentially an effic ient delivery channel for rural 

development. Similarl y, lTC's soc ial farm forestry strategy enables the creation of substantial employment both on farms 

and off farms, besides converting private wastelands into productive assets, and simultaneously address ing ser ious issues 

relating to biomass depletion, soil eros ion, water secur ity, eco logica l balance and biodiversity. 

Enterprises use signifi ca nt amou nts of societa l resources. It is therefore imperat ive that companies make 

periodical disclosures to stakeholders, includi ng the c ivil society. Such di sclosures need to reflect how efficientl y soc ieta l 

resources are being utilised, and how companies are contributing to the triple bottom line. 

The enclosed Sustainability Report 2005, prepared in accordance with the gu idelines of the Global Reporting Initiative 

(G RI), represents a balanced and reasonab le presentation of lTC's economic, environmenta l and soc ial performance. 

It sets out the progress made by ITC against measurable indices. 

ITC dedicates this report to the cause of India's soc ial and ecologica l development. It also acknowledges the contr ibution 

made by the 28,000 emp loyees in the ITC Group, whose initi at ive and commitment have enab led the Compa ny make 

great str ides in its sustainab ility performance. 

(YC DEVESHWAR) 



ITC: Commitment to the Triple Bottom Line ,[;1]l~~~J • 

. ~ 

lTC's Sustainability Report 2004 was the first 'In Accordance' report 

in India prepared as per GRI guidelines 

.~ 

Highlights of lTC's 'triple bottom line' contributions during 2004-05 

"0-

Net Sales grew by 18% 

"0-

Export and Foreign Exchange earnings touched Rs.1 ,316 crores 

'Q-

lTC's excise payments accounted for nearly 5% of India's total 

excise collections 

1) 

The total rainwater harvesting potenti al created by ITC increased to 16.86 million 

kilolitres, making it a 'water positive' corporation for the third successive year 

'Q-

The Company sequestered 86% of C02 emitted, up from 31 % last year, 

by greening 29,230 hectares of wastelands with over 100 million saplings 

'Q-

Having been felicitated in 2004 with the World Business Award for the 

transformational impact of e-Choupal on rural India, the pathbreaking initiative 

also won the Development Gateway Award in 2005 



The Global Reporting Initiative 

The G loba l Reporting Initi at ive (G RI ) is a multi-stakeholder process w hose mission is 

to develop and dissemi nate globa Il y app l icable Susta in abi I ity Reporti ng Gu idel ines . 

These Gu idelines are for vo luntary use by orga ni sat ions w hil e reporting the economic, 

environmental and social dimensions of their activities, products and se rvices. 

The GRI involves the ac ti ve pa rti cipat ion of representatives from business, accounta ncy, 

investment, environmental, human rights, research and labou r organ isations from around 

the worl d. Started in 1997, GRI beca me independent in 2002. It is an offic ial co llabora ting 

centre of the United Na tions Environment Programme (U NEP) and works in coopera ti on 

with UN Secretary-General Kofi Annan 's Globa l Compact. 

Global 
Reporting 
Initiative ™ 

GRI helps business organisations and their sta keho lders eluc idate their contr ibuti on to 

susta inable development, which in turn defines their status and aligns future goa ls. Sustainability 

report ing also helps the management define the organisation's contribution to natura l, human 

and socia l capital. It highl ights the contr ibu tions of the organ isat ion to soc iety and to the 

env ironment, thereby defining the va lue proposition of its produ c ts and serv ices . 

For more information log on to: www.globa lreporting.org 





Creating Enduring Value 

ITC is one of India's fo remost private sector compan ies w ith a 

market cap itali sa ti on in excess of US $ 10 billion and a turnover 

of more than US $ 3 b illion. Rated among the World's Leading 

Companies by Forbes magazine, ITC ranks fifth in terms of Gross 

Sales, third on all major profit parameters (including pre and post 

tax, as well as, cas h profi t), and sixth in terms of market 

capita lisation among India's private sector corporations. ITC has 

a diversified presence in Cigare ttes, Hotels, Paperboards & 

Spec ia lty Papers, Packaging, Agr i Business, Branded Apparel, 

Packaged Foods & Confectionery, Greeting Cards and other FMCG 

Products. While ITC is an outstanding market leader in its 

traditional businesses of Cigarettes, Hotels, Paperboards, Packaging 

and Agr i-Exports, it is rapidly ga ining market share even in its 

nascent businesses of Branded Apparel , Packaged Foods & 

Confec ti onery, and Greet ing Cards & Stationery. 

The strengthening competitive capabi lity of lTC's businesses has 

enabled the Company to sustain superi or performance over the 

years . The focus on nurturing strateg ic capabi lity is rapidly 

positioning each bus iness to garner a growing share of the excit ing 

market opportu niti es unfolding in the Indian and globa l markets. 

It is a measure of the cont inued trust reposed in the Company 

by its consumers that lTC's brands today account for the top two 

FMCG brands in the cou ntry. 

lTC's strategic commitment to the Hotels business, even during 

the downturn that beset the tourism industry for nearly 4 years, 

enabled the addition of 5 world-class properties at the premium 

end of the market. ITC has embarked on an aggressive 

investment-led growth plan to position ITC Welcomgroup as the 

leading hote l chain in India. 

The continuing strong growth in the Paperboards, Paper and 

Packaging segment is driven by capac ity expa nsion, technology 

upgradation and a unique forestry programme for improved 

ava ilab ility of high quality fib re. This business is now poised to 

make decisive strides towards establishing itself as a major player 

in the Afro-As ian region. 



In the Agri Business segment, ITC is engaged in innovativel y 

leveraging digital technology to transform the rural sector, and 

strengthening its position in domestic and global markets as a 

leading supp li er of high quality, identity-preserved agri 

commodities. This d igital infrastructure, known as e-Choupal , 

constitutes the basis for the Company' s deeper engagement with 

the rural economy through the progressive development of low 

cost, broadband fulfillment capability for two-way flow of goods 

and services . The Company ' s investments in creating rural 

infrastructure to support this two-way flow of goods and services 

is being strengthened through the creation of rural hubs, christened 

'Choupal Sagar' . 
Within three yea rs of inception, lTC's Packaged Foods business 

has launched a w ide spectrum of value added products comprising 

Staples such as atta, spices and cooking pastes; Confectionery; 

Snack Foods such as biscuits and pasta; and Ready-to-eat foods. 

The Foods portfolio now comprises 5 brands - Aas hirvaad, 

Sunfeast, Candyman, M int-O and Kitchens of India - 75 distinct 

products and over 200 SKUs. Aashirvaad alta is already the market 

leader in its segment. lTC's Foods business asp ires to become 

the most trusted provider of food products in India. 



lTC's Lifesty le Retailing business is poised to capitalise on the 

oppo rtunit y afford ed to Indi a post th e di smantlin g o f th e 

Multi -Fibre Agreement reg ime. At the premium end, the brand 

portfo lio under the 'Will s' trademark compri ses Will s Sport, Will s 

Clublife and Will s Class ic, while the mid-market segment is being 

served by John Players. The world-cla ss products of thi s business 

are now ava ilable in nea rl y 80 exclusive stores and '1,300 multi ­

brand outlets across the country. 

~s 

ITC has se ized market opportunity through the Greeting Cards 

and Stati onery bu sin ess to levera ge the pulp value chain, 

w ith attendant impact on rural live lihood s through soc ial 

farm forestry initiatives . This bus iness now markets over 18,000 

va lue added design va ri ants under three brands - Expressions, 

Classmate and Rega lia. 

As part of lTC's business strategy of creating multi p le dri ve rs of 

growth in the FMCG sector, the Company markets Sa fety Matches 

and Aga rbatti s (incense sti cks) sourced from the small -sca le and 

cottage units. lTC's 'AIM' is the single largest safety matches brand 

in the country. The recent acquisition ofWIMCO by the Company's 

wholly owned subsidiary Ru sse ll Credit Ltd. w ill y ield significant 

synergisti c adva ntages in the Safety M atches bu sin ess. The 

'M anga ldeep' brand of aga rbatti s is fast emerging as the onl y 

national brand in an industry dominated by multiple loca l brands. 

ITC is driven by the compelling vision of enlarging its contribution 

to soc iety. It seeks to achi eve thi s va lue objec ti ve by not onl y 

driving each of its businesses towards international competitiveness, 

but by also consc iously contributing to the competiti veness of 

the entire value chain . As a Company that continuousl y stri ves 

to be 'C iti zen First', ITC attaches criti ca l importance to its 

responsibility to contribute to the 'Triple Bottom Line', namely 

the augmentati on of economic, eco logica l and soc ial capital. 

"""''''''(5 
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I Shareholding Patte rn 

As on March 31, 2005, lTC's Authorised Share Capital was Rs .300 

crores, with 30,00,00,000 Ordinary Shares of Rs.1 0 each. The 

Issued & Subscribed Cap ital was Rs.248,22 ,13 ,290 with 

24,82,21,329 Ordinary Shares of Rs.1 0 each. 

lTC's shares are listed on three Stock Exchanges in India - National 

Stock Exchange of India Lim ited (NSE), Bombay Stock Exchange 

Limited (BSE) and The Ca lcutta Stock Exchange Association 

Limited (CSE) . 

Pursuant to an offer of Global Depository Receipts (GDRs) made 

by the Company in 1993, 73,90,034 GDRs, representing 73,90,034 

underlying Shares of the Company (2.98% of the issued and 

subscribed Share Capital), were outstanding as on March 31, 2005. 

Banks, Financia l Institutions, 
Insurance Companies and Mutual Funds 

Foreign Companies 

Foreign Institutional Investors 

Public & Others 

Shares underlying Global Depository Receipts 

NRls/OCBs/Foreign Nationals 

I Stakeholder Engagement 

2.98% 

0.60% 

As a large corporation, with a diverse business portfolio and un its 

spread over 60 locations, ITC has a large number of stakeholders 

- the Government and its statutory bodies, shareholders, customers, 

employees, suppliers, contractors, local communities, and the 

society at large - who are affected by the Company's operations. 

ITC and all its units consistently strive to anticipate emerging 

stakeholder expectations. The Company's various businesses have 

evolved and institutionalised structured systems to formally review 

and update the ir understanding of stakeholder expectations. 

Fulfilling Stakeholder Expectations 

The Company's GDRs are li sted on the Luxembourg Stock 

Exchange. 

Pursuant to the approval of the Members of the Company, effective 

September 28, 2005 , the Ordinary Shares of the Company 

were sub-divided into Ordinary Shares of Re.1 each and the 

Authorised Share Capita l was increased to Rs.500 crores, with 

500,00,00,000 Ordinary Shares of Re.1 each . 125, 17,12 ,290 

Ordinary Shares were issued and allotted as fu ll y paid-up Bonus 

Shares on October 5, 2005. The Issued and Subscribed Capital 

of the Company accordingly stands increased to Rs .3 75,51,36,870 

with 375,51 ,36,870 Ordinary Shares of Re.1 each . 

The fol lowing table sets out the compos ition of the Company's 

shareholders as shown in its Register of Members as on 

March 31 , 2005: 

33.80% 

32.40% 

17.49% 

12 .73% 

ITC is committed to the timely disclosure of relevant and reliable 

information on its financia l performance, its entire gamut of 

activities relating to Environment, (Occupational) Health and 

Safety (EHS), and its social initiatives. ITC believes th at the 

disclosure of all appropriate and useful information with regard 

to Company activities that can have an impact on stakeholders 

is at the heart of good governance. 

Fol lowing is a summary of lTC's different key stakeholders, the 

Company's mode of engagement with them, their key concerns 

regarding sustainability, and the initiatives undertaken by the 

Company, whether statutory or otherwise, to positively affect the 

various sections of stakeholders: 



Sta keho lder & 
Mode of Engagement 

Sh.lreholders 

• Annual General Meeting 

• Written communication 

• Investor Serv ice Cent re 

Government 

• Regular meetings and structured 
communica tion on key 

economic, EHS and soc ial 

issues, and regulatory trends 

Emp loyees 

• Regular interaction through 
elected unions and delega tes 

• Direct interaction at the 
workplace. Implementation of 
Suggestion Schemes 

• Represen tation of employees 
in EH S and Soc ial Initiatives 

• Employees' involvement in 
Total Productivit y Maintenance 

Key Sustainabi lity 
Concerns 

• Profitability 

• Growth 

• Regulatory Issues 
• Communit)! Interests 

• Hea lth and Safety 

• Growth prospects 
• Employee sa ti sfaction 

and commitment 

• Ethical standards 
in business 

• Attracting and 
retaining tal ent 

• Career development 
opportuniti es 

Init iat ives undertaken by the Compa ny 

· Th e Quarterly results of th e Company are announce d and published 

within a month of comp leti on of th e qu art er. Aud i ted Annual result s 

are dec lared within two months of th e end of the fina ncia l yea r. A ll 

these resu lt s, including the entire Report and Accoun ts, are posted on 

SEB I's EDIFAR website . 

• Info rmati on related to sha reho lding pattern, compli ance w ith corporate 

governance norms etc., is also posted on SE BI 's EDIFAI~ website. 

• The Company's corporate website 'www.itt porta l.colll ' is a comprehensive 

source of information on lTC's portfolio of businesses, soc ial responsi bilit y 

activit ies and EHS performance. Two exc lusive sect ions on 'Shareholder 

Value' and ' Investor Relat ions' serve to inform and service shareholder needs. 

The entire Report and Accounts, as well as, quarterly and half-yearly financial 
results are ava ilable in downloadable formats under the section 'Shareholder 

Value' on the Company's website, to facilitate easy access to all information. 

The 'Newsroom' section includes all major Press Releases from the Company 

and releva nt press c lippings. Clarifi ca ti ons as and when provided to 

institutional investors and analysts, including presentations, if any, made to 

them, are also posted on the Compa ny's website . 

• lTC's Inves tor Serv ice Centre (ISC) provides share registration and other 

related servi ces. Such services are provided by a dedicated and trained team 

of profess ionals, backed by state-of-t he-a rt infrastructure. Already a benchmark 
in-house Registrar, the Investor Service Centre endeavours to keep investor 

servic ing contemporary and efficien t. ITC is among the few compani es to 

have rec ieved th e coveted Quality Management Systems Certifi ca tion , 

ISO 900 1 :2000, for its inves tor serv ic ing.Thi s test if ies to the exemplary 

standards that the Company follows while compl y ing w ith statutory and 
regu latory requirements and redreSS ing investor grievances. 

• Implementing a 'beyond coillpliance' strategy 

• Proactively fu lfilling al l formalities and procedures 
• Sharing information on key EHS initiati ves w ith loca l regulatory agencies 

and community leaders 

• Par ti c ipat in g in se min ars organised by local regulatory bodi es 

• Undertaking Public Awareness Programmes 

• Organising EHS Training Programmes 
• Holding programmes to discover and promote leadership talents 

• Systematically encouraging innova tion 
• Conce ptu al is ing and implementing knowledge management too ls 

• Creating an organisa tional culture that combines a wa rm and ca ring 
ambience with a high-performance ethos 

• Signing Long Term Agreements 

• Prov iding adequate welfare amenities 
• Fac ilitating employees' professional deve lopment in premier instituti ons 
• Training in competency-building at national and interna tional levels, in the 

latest technology and machines 

• Enabling employee welfare through training of empl oyees' families and 
thei r children in EHS 

• Organising the following programmes for employees and their children: 
· Ca reer Options and how to face interviews 

· Course on spoken Engl ish 

· Courses on Computer operation and desktop publi shing 



Stakeholder & 
Mode of Engagement 

Comillunit ies 

• Publi c hearings for new 
projects 

• Surveys through NGOs 

• Need-based 
di scuss ions/wri tten 

comilluni ca tion 

Custoillers 

• Customer and market surveys 

• Regular visits by M anagers 

• Customer-complaint records 

Key Sustai nability 
Concerns 

• Air and Water quality 
• Envi ronment qua lity 

• Support in awareness-building 

• Support in cOlllmunity hea lth 
and infrastructure 

improvements 

• Q uality 

• Costs 
• Delivery 
• Innovati on 

• Services 

• Flex ibility 

Ini tiati ves undertaken by the Company 

• Channeling of wa ter supply to nea rby farms/co loni es, 

and for irri gation 

• O rgani sing Publ ic Awa reness Programmes on EH S 
• O rga ni sing medica l fac iliti es li ke pul se po li o an d 

eye camps 
• Providing infrastructural support through road-buil ding, 

and effecting improvements in schoo l buil d ings and 

publi c toil ets 

• Acti ve ly supporting loca l NGO initi atives in publi c 
hea th, sewerage and comilluni ty waste management 

• Im prov ing th e quality of li fe in the com muni ty 

• Spearheading AIDS awareness 

• Building low cost to ilets 

• Di stributing condoms free of cost 
• Pro illo tin g Illother and child we lfare programmes 

• Creating self-help groups through NGOs fo r income 
generat ion, Illicro-enterpri ses, imparti ng education 

incl uding accelerated learning techniques for children, 

and illl proving livestock y ield in identified locati ons 

• Pro~ iding computers to coillpleillent education in loca l 
com munities in identified locations 

• Training hou sewives o n LP G usage, road and 
home sa fety 

• Us ing IT to improve supply chain management 

• Adopting ISO 9000, CANDO (55), IQ RS 
(International Quali ty Rating Systelll) certifi cation, 

and online instrumentat ion to ensure 

product qual ity and consistency 

• Improv ing des igns and processes through R& D 

and product developillent 
• Developing and implementing actions to ensure 

prevention of reoccurrence of market complaints 
• Developing new products eg., food-grade 

packaging etc 

"Experiments like e-Choupal show the way forward in the application of modern science to the 
betterment of the life of the people. We need more such examples of entrepreneurial creativity.// 

- Dr. Manmohan Singh, Prime Minister of India, while speaking on ' India: The Next Decade' at the 

Ninth Indira Gandh i Conference in New Delhi on November 19, 2004 



Scope and Profile of the Report 

I Scope 

This is lTC's second Sustainability Report. The data and performance 

indicators in thi s report cover the period April 1, 2004 to March 

31, 2005 , excep t for the sect ion on Awards and Certifi cat ions 

which includes more recent updates. The reporting principles and 

methodology recommended by the G loba l Reporting Initi ative 

have been adopted. 

Thi s report covers the following businesses and their corresponding units: 

Business Products 

FMCG - Cigarettes Cigarettes and smoking mixtures 

Hotels Hoteli ering 

Paperboards, Paper & Packaging Paperboa rds, Paper 

(inc luding Specialty Paper & Packaging) 

Agri Bus iness LeafTobacco 

Lifestyle Retai ling Branded Apparel & Accessori es 

Loca tions 

Kolkata (West Bengal ) 

Banga lore (Karnataka) 

Munger (Bihar) 

Saha ranpur (Uttar Pradesh) 

tntegrated Group Research 

& Development Centre, 

Bangalore (Karnataka) 

tTC Hotel Maurya Sheraton & Towers (Ne\V Delhi ) 

tTC Hotel Grand Maratha Sheraton & Towers (Mumbai ) 

tTC Hote l Grand Central Sheraton & Towers (Mumbai) 

tTC Sonar Bangia Sheraton & Towers (Kolkata) 

Marriott WelcomHotel (New Delhi ) 

Welcom Hotel Chola Sheraton (Chennai) 

WelcomHotel Mughal Sheraton (Agra ) 

ITC Hotel Windsor Sheraton & Towers (Banga lore) 

WelcomHotel Rajputana Palace Sheraton Uaipur) 

Munger (Bihar) 

Tiruvottiyur (Tamil Nadu) 

Tribeni (W est Benga l) 

Bhadrachalam & Bollarum (Andh ra Pradesh) 

Kovai (Tamil adu) 

Anapa rti & Chirala leaf plants and 

Research Cent re at Rajahmundry (Andh ra Pradesh) 

Design & Tech. Centre, Gu rgaon (Haryana) 

The environmental and social impact of the Greeting, Gifting and Stationery, Foods, Safety Malches, Agarbatti and Agri-Exporl businesses 
have not been included in lhis report. Manufacturing for these businesses is oUlsourced. 



I Profi le 

The Sustainability Report 2005 fo llows the Susta inability Report 

2004 and the Company's Env ironment, Health and Safety (EHS) 

Report 2003 , which reported on the EHS performa nce of the 

Company. This Report is based on the Global Reporting Initiative 

(GRI) guidel ines, criteria, methodology and definitions (GRI-2002). 

The EHS Report for 2003 and the Susta inab ili ty Report 2004 used 

the same cr iteria for eva lu ating and reporting perform ance. 

The report on economic performance is large ly drawn from the 

Directors' Report and Annual Accounts for 2004-05, and has been 

aud ited by independent External Auditors . 

EHS data and performance are continually monitored and audited 

by the Company's Corporate EHS Department. The Corporate EHS 

Department has developed comprehensive EHS guidelines based 

on national statutes, national and international sta ndards, and 

codes of best practices. The Company sends its EHS Reports to 

relevant statutory bodies to audit and check compliance with all 

prescribed norms. 

lTC's policies and data on socia l performance have been broadly 

derived from the Company's constantly updated corporate web 

portal , .www.itcportal.com •. The Company has published and 

widely circulated a number of booklets and backgrounders regard ing 

its env ironmental and socia l initiatives. Relevant excerp ts from 

these booklets are reproduced in 

this Sustai nab ility Report to 

provide a holi stic picture of the 

Company's soc ial commitment 

and performance. 

PricewaterhouseCoopers have 

verified the conformance of the 

report to GR I gu idelines and 

provided assurance on reliabi lity 

of performance data. 

For add itiona l information on ITC 

please visit .www.itcportal.com •. 

For cop ies of the Annual Report, 

Chairman's Speech and Company 

Brochures or addit ional cop ies of 

this report please write to: 

Head, Corporate Communications, 

ITC Limited, 37 J L Nehru Road 

Kolkata-700 071 

or e-mai l enduringva lue@itc.in. 
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Vision, Mission and Core Values 

lTC's Vi sion: 
Sustain lTC's position as one of India's most va luab le corporati ons through 
world cl ass performance, creating grow ing value for the Indian economy and 
the Company's stakeholders. 

lTC's Mission: 
To enhance the wea lth generating capabi lity of the enterpri se in a global ising 
env i ronment, del iver i ng superi or and susta i nab Ie sta keho lde r va I ue. 

lTC's Core Values: 

lTC's Co re Valu es are a im ed at developin g a custom er- foc used, 
high-performance orga nisati on whi ch crea tes va lue fo r al l its stakeholders. 

Trusteeship 
As profess ional managers, we are consc ious that ITC has been given to us 
in " trust" by all our sta keholders. We w i ll actual ise stakeholder va lue and 
interest on a long term sustainabl e bas is. 

Customer Focus 
We are always customer focused and w ill deli ver what the customer needs 
in term s of va lue, quality and satisfacti on. 

Respect For Peop le 
We are result or iented, setting high performance standards for ourse lves as 
indiv iduals and tea ms. 

We w ill simultaneously respect and va lue people and uphold humanness 
and human digni ty. 

W e acknow ledge that every individual brings different perspecti ves 
and capabiliti es to the team and that a strong team is founded on a va ri ety 
of perspectives . 

We want indiv iduals to drea m, va lue differen ces, crea te and experiment in 
pursuit of oppo rtuniti es and achi eve lead ership through tea mwork . 

Exce llence 
We do what is ri ght, do it we ll and w in. We w il l stri ve for exce l lence in 
whatever we do. 

Innova ti on 
We wi ll constant ly pursue newer and better processes, products, se rvi ces 
and management practi ces . 

Nati on Or ientati on 
We are aware of our responsibility to generate economic va lue for the Nati on. 
In pursuit of our goa ls, we w ill make no compromi se in compl ying with 
app licable laws and regulati ons at al l levels. 





Managing Multiple Drivers of Growth 

Strategy of O rganisation 

Board of Directors 

! ! ! ! 
Audit Committee 

Compensation Nominations Investor Services 
Committee Committee Committee 

Corporate Management Comm ittee 
Cha irman + other Executive Directors + select senior managers 

Divisiona l/Strategic Business Unit (SBU) 
Management Committees each headed 

by a Divisional/SBU Chief Executive 

Businesses include: 
FMCG, Hotels, Paperboards, 
Spec ialty Papers & Packaging 

and Agr i Business 

Corporate Functions each headed by a HOD 

Corporate Fu nctions i ncl ude: 
Planning and Treasury, Accounting, 

Legal, Secretarial , EHS, Human Resources, 
Communications, Internal Aud it 

and Information Technology 

lTC's Corporate Governance processes are designed to support effective management of multipl e businesses, wh il e retain ing focus 

on each one of them . 

The practice of Corporate Governance in ITC takes place at three interlinked leve ls: 

Strategic superv ision 

Strategic management 

Executive management 

by the Board of Directors 

by the Corporate Management Committee 

by the Divis iona l/Strategic Business Unit (SBU) Chief Executives, ass isted by the respective 

Divisional/SBU Management Committees. 



l 

The Corporate functions provide support and assistance to both 

the Corporate and Divisional Management Committees. 

This three-tie r gover nance structure ensu res that: 

• Strategic supervision (on behalf of the shareholders), being 

free from involvement in the task of strategic management of the 

Company, can be conducted by the Board with objectivity, thereby 

sharpening accountability of management; 

• Strategic management of the Company, uncluttered by the 

day-to-day tasks of executive management, remains focused and 

energised; 

• Executive management of a Business, free from collective 

strategic responsibilities for ITC as a whole, focuses on enhancing 

the quality, eff iciency and effectiveness of the business. 

I Board of Directors (Board) 

The primary role of the Board is that of trusteeship, to protect 

and en hance shareholder va lue through strategic supervision of 

lTC, its w holl y owned subsidiaries and their who ll y owned 

subsidiaries. As trustees, the Board ensures that the Company 

has clear goa ls relating to creation of shareholder value and its 

growth. The Board sets strategic goa ls and seeks accountab ility 

towards their fulfillment. The Board also provides direction and 

exercises appropriate contro l to ensure that the Company is 

managed in a man ner that fulfils stakeholder asp irat ions and 

societal expectations. 

The ITC Board is a balanced Board, compri sing Executive and 

Non-Executive Directors. The on-Executive Directors include 

independent professionals. The Governance Policy requires that 

the Non-Executive Directors be drawn from amongst eminent 

professionals with exper ience in business/ finance/ law/public 

enterprises. The present strength of the Board is twelve. Eight out 

of the twelve are Non-Executive Directors. 

Board Committees 

Currently, there are four Board Committees - the Audit Committee, 

the Nominations Committee, the Compensat ion Committee and 

the Investor Services Comm ittee. 

The Audit Committee of the Board, inter al ia, provides reassurance 

to the Board on the existence of an effect ive internal contro l 

environment that ensures effic iency and effectiveness of operations, 

both domestic and overseas, safeguard ing of assets and adequacy 

of provisions for al l liabil iti es, reliability of financial and other 

management information, adequacy of disclosures and comp liance 

with all relevant statutes. 

The primary role of the Nominations Comm ittee of the Board is 

to make recommendations on appointments to the Board, the 

Corporate Management Committee and the senior most level of 

executive management one level below the Board. The Committee 

also clears succession plans for these leve ls. 

The Compensation Committee of the Board, inter alia, recommends 

to the Board the compensati on terms of Executive Directors 

and the se nior most level of management immediately 

below the Executive Directors. The Committee also has the 

responsibility for administering the Employee Stock Option 

Scheme of the Company. 

The Investor Services Committee of the Board oversees redressal 

of shareholder and investor grievances, and approves 

sub-division/transmission of shares, issue of duplicate share 

cert ifi cates etc. 

I Corporate Management Committee (CMC) 

The primary role of the CMC is strateg ic management of the 

Compa ny's businesses within a Board-approved 

directionlframework. The CMC operates under th e strategic 

supervision and contro l of the Board . 



I Divisional M anagement Committee (DM C)/SBU 

M anagement Committee (SBU M C) 

The primary rol e of the DMClSBU M C is execut ive management 

of the Divisional /SBU business to rea li se tactical and stra tegic 

objectives in acco rdance w ith th e Board-approved plan. 

I Selecti on of Directors 

• The Governance Policy states that the Non-Executive Directors 

(incl uding Independent Directors) be drawn from amongst eminent 

professionals with exper ience in business/finance/ law/public 

enterprises. Directors are appointed/re-appointed w ith the approva l 

of the Shareholders for a period of three to five yea rs or a shorter 

duration in accordance w ith the policy on retirement as determined 

by the Board. 

• The se lect ion of Directors is done by the Nominations 

Comm ittee, which comprises all the Non-Executive Directors 

and the Cha irman. 

• Although not spelt out in writ ing, the Nominations Committee 

is also gu ided by the following parameters, while considering 

inducti on of Directors: 

Board members are expected to possess the expertise, ski ll s and 

experience required to manage and guide a high-growth, large, 

diversified Company. Expertise in strategy, finance, management 

and human resources is essentia l. Board members are expected 

to rigorously prepare for, attend, and participate in all Board and 

appl icab le committee meetings. 

Board members are not expected to be relatives of an Executive 

Director or of an Independent Director. They are generall y not 

expected to serve in any executive or independent position in 

any company that is in direct competition with the Company. 

Each Board member is expected to ensure that their other current 

and planned future comm itments do not materially interfere w ith 

th e member's res pon sibility as the Co mpany's Director. 

Independent Directors 

As of March 31, 2005 the Board compri sed twelve Directors, of 

whom six Directors (rep resenting 50% of th e Board) were 

independent Non-Executive Directors. 

An ' independent director' means a Non-Executive Director of 

the Company who: 

• apa rt from receiving Director 's remuneration, does not have 

any material pecuniary relati onships or transactions with the 

Company, its Directors, its senior management, its subsidiar ies 

and assoc iates, which may affect the independence of the 

Director; 

• is not related to persons occupying management positions at 

the Board level or at one level below the Board; 

• has not been an execut ive of the Company in the immed iately 

precedi ng three financial years; 

• is or was not a partner or an execut ive during the preceding 

three years, of any of the following: 

i) the statutory audit firm or the intern al audit firm that is 

associated wit h the Company, and 

ii ) th e legal f irm(s)/co nsulting firm(s) that have a mater ial 

association w ith the Company; 

• is not a material supplier, servi ce provider, customer or a lessor 

or lessee of the Company, which may affect the independence 

of the Director; and 

• does not own 2% or more shares of the Company. 

I Executive Compensation 

Remunerati on of Executive Directors (i nc luding the Executive 

Chairman) and the senior most level of management, immediately 

below the Executive Directors, is determined by the Compensat ion 

Committee co mpri sin g only Non-Executive Directors. The 

recommendations of the Compensation Committee are considered 

and approved by th e Boa rd. Th e remuneration of Exec utive 



Directors is subject to the approval of the shareholders . The 

Chairman and Executive Directors are also entit led, in addition 

to their consolidated sa lary, to a Performance Bonus for each 

financial year, as may be determined by the Board on the 

recommendation of the Compensat ion Committee, up to a 

maximum of 85 % and 75 % of their consolidated salary, 

respectively. The sen ior most level of management, immediately 

below the Executive Directors, is also entitled to a Performance 

Bonus for each financial year, up to a maximum of 60% of their 

consolidated salary, as may be determined by the Compensation 

Comm ittee; such Performance Bonus is determined, inter alia, 

on the basis of weightage placed on parameters of profit and 

profitability, market stand ing and orga ni sationa l vitality, and 

creation of foundations for future growth . Remuneration of other 

managers is approved by the Corporate Management Committee. 

Details of compensation paid to the Executive Directors and 

senior managers above a certain prescribed leve l are provided 

to the shareholders every year in the Company's Annua l Report. 

I Oversight, Implementation and Audit of Economic, 

Environmental , Social and Related Po li c ies 

The Corporate Management Committee of the Company approves 

the Environment, Occupational Hea lth and Safety, and Social 

policies of ITC. 

Th e Corporate EHS Department, headed by an Executive 

Vict;-President, is responsible for laying down lTC's standards, 

preparing EHS Guidelines, ensuring implementation and, at least 

annually, aud iting the EHS performance in each of the 

Units/Factories/ Hotels to ensure co nformity to statutory 

requirements , Corporate EHS Guide lin es and Standards. 

The Corporate Human Resource (CHR) Department coordinates 

all activ ities relati ng to the Compa ny's socia l performance. 

I Corporate Governance Pol icy 

ITC defines Corporate Governance as a systemic process by 

which compa nies are directed and contro lled to en hance their 

wealth-generating capab ility. Since large corporations emp loy a 

vast quantum of societa l resources, ITC believes that the 

governance process should ensure that these resources are utilised 

in a manner that meets stakeholders' asp irations and soc ietal 

expectations. Thi s belief is reflected in the Compa ny's deep 

commitment to contribute to the " triple bottom line", namely 

the development, nurture and regeneration of the nation's 

economic, eco logical and social capital. 

lTC's Corporate Governance structure, systems and processes 

are based on two core principles: 

• Management must have the execut ive freedom to drive the 

enterpr ise forward without undue restraints; and 

• This freedom of management shou ld be exercised w ithin a 

framework of effective accountabil ity. 

ITC believes that any meaningful policy on Corporate Governance 

must empower the execut ive management of the Company. At 

the same time, Governance must create a mechanism of checks 

and balances to ensu re that the decision-making powers vested 

in the executive management are used with care and responsibility 

to meet stakeholders ' aspirations and societal expectations . 

From th is definition and from the core principles of Corporate 

Governance emerge the cornersto nes of lTC's governance 

philosophy, namely trusteeship, transparency, empowerment and 

accountab ility, contro l and ethical corporate c iti zenship. ITC 

bel ieves that the practice of each of these creates the ri ght 

corporate cu lture that fulfils the true purpose of Corporate 

Gover ance. 

Trusteeship recognises that large corporations, which represent 

a coal ition of interests, namely those of the shareho lders, other 

providers of cap ital , business associates and employees, have 

both an economic and a social purpose, thereby cast ing the 

-



responsibility on the Boa rd of Directors to protect and enhance 

shareholder va lue, as w ell as fu lfil obli ga ti ons toward s other 

stakeholders. Inherent in the concept o f tru steeship is the 

responsibility to ensu re equ ity, namely, that the ri ghts of all 

shareho lders, large or small , are protected. 

Transparency mea ns exp laining the Company's po li c ies and 

acti ons to th ose towards whom it has responsibiliti es . Externall y, 

thi s mea ns max imum appropriate disclosures w ithout jeopardising 

th e Company's strateg ic interes ts, and intern all y, thi s mea ns 

openness in the Company's relati onship with its employees and 

in the conduct of its business. ITC believes transparency enhances 

accountabi I it y. 

Empowerment is a process of un leashing crea tivity and innova tion 

throughout the orga nisa ti on by trul y vesting dec ision-making 

pow ers at the most appropriate levels and as c lose to the scene 

of acti on as feas ibl e, thereby helping actuali se the potential of 

its employees. Empowerment is an essential concomitant of lTC's 

first co re principle of governance, that management must have 

the freedom to drive the enterprise forwa rd. ITC believes that 

empowerment combined with accountability prov ides an impetus 

to performance and improves effecti veness, thereby enhancing 

shareholder va lue. 

Control ensures that freedom of management is exerc ised w ith in 

a framework of checks and balances . It is deS igned to prevent 

mi suse of pow er, fac il itate timely management of change and 

ensure effecti ve management of risks. ITC bel ieves that contro l 

is a necessa ry con co mitant of its second core prin cip le o f 

governance, that the freedom of management should be exercised 

w ithin a framework o f appropriate chec ks and balances . 

Eth ica l Corporate Citi zenship mea ns setting exemplary standards 

of ethi ca l behav iour, both intern all y w ithin the orga ni sa ti on, as 

we ll as in ex tern al relati onships. ITC beli eves that unethi ca l 

behav iour co rrupt s o rga ni sa ti onal culture and undermin es 

stakeholder va lue. Govern ance processes in ITC continuously 

reinforce and help rea lise the Company's belief in ethi ca l corpora te 

c iti zenship. 

ITC Code of Conduct 

'The ITC Code of Conduct' is deri ved from three interlin ked 

fundamental princ ip les, namely, good corporate govern ance, 

good orporate c iti zenshi p and exempl ary personal conduc t, 

and is appli cabl e to all Direc tors, seni or management and 

employees of the Company. The Code covers lTC's commitment 

toward s sustainabl e deve lopment, co ncern for occ upati onal 

hea lth , sa fety and environment, a gender-fri endl y w orkplace, 

transparency and auditabi lity, lega l compliance, and the phi losophy 

of leading by personal exa mpl e. The Code is ava il abl e on the 

Company's corporate website. 

ITC Code of Conduct for Prevention of Insider Trading 

The Boa rd of Directors of the Company adopted on M arch 27, 

2002 the ITC Code of Conduct for Prevention of Insider Trading 

(' ITC Code') in the shares and securities of the Company. The ITC 

Coqe, inter alia, prohibits purchase/sa le of shares of the Company 

by employees while in possession of unpublished, pri ce-sensitive 

information in relation to the Company. The ITC Code is available 

on the Company's corporate website. 

I Shareholder Mechanisms 

A General Meeting of the Shareholders of the Company is held 

at least once a yea r to consider and approve the Report of the 

Directors, the annual financial sta tements w ith the notes and 

schedul es thereto, decl aration of d iv idends or any other returns 

or resources intended for distribution, the appointment of Directors 

and auditors, and other important matters requiring shareholder 

approva l. The Annual General M eet ing is the principa l forum for 

face-to- face interacti on w ith shareholders, where the entire Boa rd 

is present. The Chairman addresses the shareholders on issues of 



relevance to the Company and provides clarifications to 

shareholders on behalf of the Board. The Board encourages open 

dialogue with all its sha reholders - be it individuals, corporates 

or foreign investors. At the General Meetings, shareho lders are 

provided with al l requisite in formation. 

Shareholders are also encou raged to w rite to the Company with 

their suggestions, comments and op inions on the work ing of the 

Company. Valid suggestions and comments are taken into 

consideration. 

The Company's corporate website .www.itcportal.com. provides 

comprehensive information on lTC's portfolio of businesses, its 

social responsibility activ iti es and EHS performance. The webs ite 

has entire sections dedicated to lTC's profile, history and evolution, 

core values, corporate governance and leadership, and to 

'Shareholder Value' and ' Investor Relations'. It also provides a 

ready forum through wh ich shareholders can express their views 

and opinions to the Company. 

I Precautionary Pri nc ipl es 

The Company has in place an extensive framework of policies, 

processes and procedures that define its approach towards 

protection of property rights and risk management. 

ITC ensures the protection of Compa ny property by means of a 

comprehens ive insurance mechanism. The Intern al Audit 

Department and External Auditors conduct audits of financial 

accounting, projects, systems and IT security of all Divisions/SBUs. 

A Projects Policy Manual is also in place. Apart from this, the 

Company has clearly spe lt out Environment, (Occupational ) 

Health and Safety requirements, comp li ance reports of which 

are furnished every month to the Corporate Management 

Committee. Corporate EHS undertakes an EHS audit of al l Units. 

All new projects are designed in accordance with corporate 

sta ndards and are audited and certified by the Corporate EHS 

Department. 

ITC has a Corporate Accounting and Systems Policies (CASP) 

document. The objective of CASP is to operationalise the tenets 

of Corporate Governance; ensure adherence to laid down 

accounting policies for uniformity of systems, procedures and 

practices across the Company and be a handbook for risk 

management. The Divisions have evolved their own DASP 

(Divisional Account ing and Systems Policies) for their respective 

businesses. Other major Centra l/D ivision al polici es are: 

• Policy for risk management in commod iti es trad ing 

• Forex Treasury Manual 

• Human Resource Policy 

• Informat ion Technology Policy 

The Company is comm itted to comp lying with all the relevant 

statutes, and has benchmarked practices in various aspects of its 

operations and Corporate Governance. 

The Compa ny has enunciated in ternal codes such as the ITC 

Code of Conduct and the Insider Trading Code. Expenditure 

control and monitoring is undertaken by way of monthly cost 

budgets along with variance analys is. 

I Auditing Process 

Messrs . A. F. Ferguson & Co., Chartered Accountants, are the 

Statutory Auditors of the Company. They conduct aud it of the 

financial statements of the Company, in accordance with the 

audit ing sta ndards genera ll y accepted in Indi a, and report the 

same to the shareholders of the Company. Add itionall y, ITC also 

has its own Internal Audit Department, which provides an 

independent and objective assessment of the status of the fol lowing: 

adequacy of operating systems and policies and compliance 

thereof, statutory comp li ance, risk exposures and their 

management, impl ementat ion of top management directives, 

quality of management decision making process and the financial 

health of the business in terms of quality of assets and profits. 

I Environmental and Social Rev iew of Service Providers 

Procedures detailed under ISO 14001 and OHSAS 18001 , and 

the Corporate EHS Guidelines set out detai led and comprehensive 

norms that all suppliers and service providers must fo llow. These 

norms and guidelines are communicated to all the service 

providers before they are en listed. These are also specified on 

job and work orders. The EHS coordinator of each Unit is 

respon sible for elucidat ing lTC's EHS norms and safe work 

practices, and educating the service providers and supp liers who 

interface with that Unit. All new 'entrants' in the capacity of 

service prov iders are imparted EHS training. ITC Units have 

solicited support from the National Safety Council for training 

service providers and their workmen involved in large construction 

work, like the installation of the new pu lping fac ility in lTC's 

Paperboa rd Unit at Bhadrachalam. Planned and surpr ise EHS 

audits at the Unit level, supp lemented with audits by the Corporate 

EHS Depa rtment and Internal Audit Department help ensure 

compliance w ith all applicab le statutes and relevant labour laws. 



.~ The social agenda is an integral part of lTC 's 

philosophy. ITC is widely recognised as dedicated to the 

cause of nation building. This vibrant view of social conscience 

aI/owed ITC to recognise the unique opportunity of blending 

shareholder value creation with social development. .~ 

C. K. Prahalad 
Management Guru 



ECONOMIC 
PERFORMANCE 

ENVIRONMENTAL 
PERFORMANCE 

SOCIAL 
PERFORMANCE 



Economic Performance 
ITC posted yet another yea r of ste ll ar performance, with Gross Turnover growing 

by 13% to Rs. 13,350 cro res. Th e success of th e Company's strategy of 

creat ing multip le drivers of growth leveraging the diverse competenc ies inherent 

in its po rtfo li o of businesses is ev ident in the resoundin g growth of 

its non-c igarette businesses. W hil e c igarette sa les recorded an 8.4% growth, 

the non-cigarette businesses grew by 29.5%, large ly due to the outstand ing 

performance of the hote ls, paperboards and FMCG businesses. Consequentl y, 

the share of the non-c iga rettes businesses in net sa les has increased from 

25% in 1999-00 to 42% in 2004-05. 



Economic Performance Indicators 

(Rs. Crores) 

Key Economic Ind icators 2001 2002 2003 2004 2005 

1 . Net Turnover 

Gross Turnover 8,683 9,840 11 ,025 11,815 13,350 
Less: Excise Duty and Taxes on 
Sa les of Products and Services 

4,475 4,781 5,159 5,345 5,710 

Net Turnover 4,208 5,059 5,866 6,470 7,640 

Exports Turnover 584 905 1,229 977 1,009 
Domestic Turnover 8,099 8,935 9,796 10,838 12,341 

2. Taxes Pa id 

Contr ibution to Exchequer 5,106 5,308 5,981 6,134 6,523 

3. Cost of Goods 1,492 1,890 2,248 2,388 2,770 

4. Consumption of Raw Materia ls 
& Stores and Spares 

(a) Raw Materia ls 

Imported 187 299 319 299 378 
Indigenous 1,129 1,285 1,231 1,718 1,646 
Total Raw Materials Consumed (A) 1,317 1,583 1,550 2,016 2,024 

(b) Stores & Spares 

Imported 24 41 34 37 36 
Indigenous 41 50 59 65 83 
Total Stores & Spares Consumed (B) 65 91 93 102 119 

Total Consumption (A) + (B) 1,382 1,674 1,643 2,118 2,143 

5. Payroll Expenses 274 310 346 416 467 

- --
6. Interest Paid on Debts & Borrowings 96 67 30 25 42 

7.(a) Dividend Paid 245 334 371 495 773 

(b) Dividend Paid 270 334 419 559 882 
(incl uding Tax on Dividend) 

-----
8. Reta i ned Profits 736 856 953 1,034 1,310 

9. Community Investments 11 13 13 47 56 

• All figures rounded off to the nearest digit 



Direct Economic Impact 

I Putti ng Customers Fi rst 

ITC ranked fifth in terms of gross sa les in the Indian Private Sector 

in 2004-2005. Net Sales grew at an impressive 18%, during the 

yea r. The export turnover grew to Rs.1 ,009 crores. This signifi es 

a CAGR of 14.6'Yo over the last 5 yea rs. All businesses in the ITC 

portfo lio are mandated to engage with overseas markets in a bid 

to test competitiveness and seek grow th opportuniti es. The ITC 

group 's contribution to foreign exchange earnings over the last 

decade grew on a sustained basis, amounting to a total of USD 

2.2 billion, of which agri exports accounted for USD 1.6 billion. 

Agri export ea rnings are an indica tor of lTC's contribution to the 

rural eco nomy through effec tively linking th e farmers with 

internati onal markets. 

Turnover (Rs. Crores) 

I.'UI IIU!, 10111/1 

2001-11.1 

o E'pmle, TurnmN Domesti c TurnO\('r o Gross TUrrlo\('r 

The 'FMCG - Others ' segment recorded the highest growth in 

term s of sa les . This segment inc ludes sa le of Foods (Atta, Ready 

to Ea t M ea ls, Bi scuits, Confectioneri es), Garments Retai ling, 

Greeting Cards, Stationery, Agarbatti and M atches. ITC is of the 

v iew that the FMCG sector presents exc iting long-term growth 

prospects, as the underl ying macroeconomic trend points to a 

compelling opportunity. 

Proeluct Category IRs. Crores) 

03-04 04-05 Growth (0,1,,) 

FMCG - Cigarettes 9,210 10,003 8 

FMCG - Others 104 562 85 

FMCG - Tota l 9,534 10,565 11 

HOlels 2S4 573 125 * 

Agri Business t ,286 1,2 21 - 5 

Papcrboa rds, 

Paper ,lIlei Pa ckagi ng 74 1 99 1 34 

Total 11 ,8 15 11,350 13 

The Company's market standing was Signifi cantl y enhanced 

d ue to th e rap id ex pansio n of p ro du c t ra nge ac ross 

chose n ca tego ri es. Th e Co mpany's trade market ing and 

sa les management processes, spanning multiple skill s across 

diverse categori es, are acknowledged as the industry benchmark . 

* The figures of the Hotels business are not comparable, as the 

figures of FY 2003-04 do not include figures of erstwhile ITC 

Hotels Limited, now merged with ITC Limited, with effect from 

April 7,2004. 

I Contribut ing to the National Exchequer 

lTC's contri bution to the nati onal exchequer is signifi ca nt in 

terms of payment of exc ise duties, luxury taxes, income tax and 

o th er rates and taxes. The share of lTC's co ntributi on to the 

exchequ er co nstitut es nea rl y 72% o f its Valu e Add ed. 

In term s o f Direct Taxes, the Company's contributi on to the 

exchequer ranks amongst the top companies in the private sector 

in India. lTC's excise payments account for nea rl y 5%, of the total 

exc ise co llecti on in India. 

Turnover & Taxes Paid IRs. Crores) 
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I Nu rturing Talent 

People are lTC's unique source of competiti ve adva ntage. lTC's 

Human Resource strateg ies and po li c ies are anchored in the 

bel ief that the qual ity and preparedness of the human resource 

is the dec isive differentiator. lTC's HR strategies and poli cies seek 

to build sustained market leadership and organi sa ti onal v itality 

for continuous regenerati on and renewal, thereby creating enduring 

va lue for the stakeholder. ITC believes that executive remunerati on 

is an important instrument in attracting and retaining talent, and 

remunerati on/ rewa rd is a key component of the perform ance 

management system. The Company recognises that value addition 

at a ra te faster than competiti on ca n serve as a key retention 

factor, while simultaneously developing capabilities for the fu tu re. 

Payroll Costs I Rs. Crorcs) 
1 4100 

'111(1 

~'I ~l 1 
,)Hl .----- -1 (,-

·l l e, 
110 

q(, 
2 74 

Illn 1 
II 

.! (}Otl-()! 201l1 -0 ,! 2002·0\ .!OOI ·O·1 .!OO·IOr, 

i 



The Company adm inisters va rious funds in respect of Employees' 

Retirement Benefit Schemes through duly constituted and approved 

independent trusts. However, Provident Fund and Family Pension 

contr ibutions in respect of unionised staff, as required by the 

statutes, are statutori ly deposited w ith the Government. 
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I Rewarding Shareholders 

The Company has been making dividend payments consistently 

over the past severa l years with dividends increasing from Rs.1 0 

per share in 2001 to Rs.31 per share in 2005 . The retained profits 

of the Compa ny increased to Rs.1 ,309 .70 crores in 2005 from 

Rs.1 ,034.02 crores in 2004 . 

Dividend Paid 
(Rs. Crores) 

D ividend per 
Share (Rs.) 

2001 

270 

10 

2002 

334 

13 

2003 

419 

15 

2004 

559 

20 

2005 

882 

31 

All figures rounded off to the nearest digit 

ITC is a debt-free company with no long-term borrowings and 

negligib le short-term borrowings. 

I Materi al Impact 

Cost of Goods Sold (Rs. Crores) 
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The monetary flows include the out lay for purchase of raw 

materials, purchase of finished goods from third parties, and 

contract manufacturing charges, mainly for cigarettes, agri products 

and other goods. The primary raw materials are unmanufactured 

tobacco, agri products, waste paper and pulp, chem icals for 

paperboard and paper, board, filter rods etc. The indigenous 

content of raw materials consumed is upwards of 80% of the 

va lue of consumption. 

The cost of goods is determined after adjusting the opening and 

closing stocks of raw materials and finished goods w ith the 

purchase va lue of raw materials, finished goods and contract 

manufacturing charges. The finished goods stock consists mainly 

of cigarettes, paperboards and specialty paper, agri products etc. 

Raw Materia ls Consumed (Rs. Crores) 

1,718 1,646 
\,285 1.23 I 

1.129 
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The Company's policy is to state inventor ies, including work-in­

progress, at cost or below. The cost is ca lcu lated on the basis of 

the weighted average method. Cost comprises expenditure 

incurred, in the normal course of bus iness, in bringing such 

inventories to their location and includes, where app li cab le, 

appropriate overheads based on normal level of activity. Obsolete, 

slow moving and defective inventories are identified at the time 

of physical verification and, where necessary, provision is made 

for such inventories. 

Apart from raw materials, stores and spares are consumed in the 

normal course of manufacture where the indigenous content in 

terms of va lue is nearly 70%. 

Stores & Spares Consumed (Rs. Crores) 
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A large part of raw materials purchased and supplies procured 

are through immediate payment or through letters of credit. The 

effic iency of accounting system has been improved to enabl e 

speedy processing of payments to vendors and suppliers. 



Environmental Performance 

lTC's commitment to contribute to the development and regeneration of the 

nation's social and environmental capital is growing in strength with every passing 

year. The Company's uncompromising dedication to internationally bench marked 

'beyond compliance' performance has ensured that all its units excel in the fields 

of safety, occupational health and environmental performance. On the basis of 

its water-harvesting initiatives with in its units and in several moisture-stressed 

districts of the country, the Company has retained its position as a water positive 

corporation for the third successive year. ITC is now making significant progress 

towards becoming a carbon positive and zero solid waste Company. 



t 
I 

Energy Sustainability 

Global Warming refers to an average increase in the earth 's temperature, which in turn causes adverse changes in climate. Climate 
change may lead to changes in rainfall patterns, a rise in sea level, and a w ide range of impact on pla nts, w ildl ife and humans. 
Scientists are concern ed about globa l warming caused by human activities. Greenhouse gases trap energy in the atmosphere and 
thereby make the ea rth warmer. Reduction of greenhouse gases discharged into the atmosphere is the answer to the chall enge 

of globa l warming. 

lTC's strategy on energy sustain ab ility and its contributi on in redu c ing global wa rming ca n be summarised as follows: 

• Ensuring avai lab ility and sustai nability of energy supply 
• Benchmarking specific energy consumption to progressively achieve reduct ion 
• Using renewable sources, including energy from wastes 
• Creating a positive environmental footprint through sequestration 

I Energy Supply & Sustainability 

ITC operat ion s consumed 12,085 Terra Joules of energy in 

2004-05 (11,439 Terra Joules in 03-04). 95.11 % of this energy 

was generated internal ly. Almost a quarter (24.6%) of the total 

energy was produced from wastes. Only 4.89% energy was 

purchased in the form of electri c ity. 

Energy Scenari o in ITC (in percentage) 

4.9 

24.6 

70. 5 

o Energy produced internally 
from fossi l fu els 

o Energy produced internally 
from waste 

• Energy purchased 

On a like to like basis, for the operati ng units reported in the 

Sustainability Report 2004, actual consumption of energy has in 

fact gone down by 0.82% from 03-04, in spite of a 9.4% growth 

in paper production, which is an energy- intensive process. 

Energy Consumpti on by ITC Units (Terra Jo ul es) 

02-03 

• Additional 740 Terra Joules energy used by newly 
acquired paperboards unit at Kovai and merged hotels 
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I Benchmarked Specific Energy Consumption 

The Bhadrachalam, Tribeni and Kovai units of the Paperboards 

and Specialty Papers Division together account for over 89% of 

the total energy utili sed by ITC operations. 

Energy Consumptio n by ITC businesses (in percentage) 

o Cigarettes (3.9) 

o Leaf processing (2.8) 

o Packaging (0.8) 

o Paper (89.4) 

• Hotels 0. 1) 

Signif i ca nt efforts , therefore, co ntinu e to be directed 

towards minimising speci fi c energy consumption, a measure of 

energy requirement per unit of production, in these paper and 

paperboards units. 

Bhadrachalam 

Energy consumption per tonne of paperboard in the Bhadrachalam 

unit decreased to 33 .3 GJ (an improvement of 7.75% over the 

previous year). The specific energy consumption in the last three 

years has been slightly higher than the lowest consumption f igures 

achieved in 00-01 , due to the commissioning of two new paper 

machines and a substantia ll y larger pulp mill. 



Th e Bh adrac ha lam unit co ntinu es to b e th e most 

energy-effi c ient unit in its ca tegory of mills in the world (the 

intern ati o nal benchm ark fo r stru cturall y similar mill s is 

32.0 - 40.93 GJ/tonne of paper). 

Specific Energy Consu mption in the Bhacirachalalll PLlperboarcis Mi ll 
(Gig" JoUI(" / IOlllll' of pJpprbo.lrd) 
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Tribeni 

The Spec ialty Paper Mill at Tri beni achieved a 6.8% reduction 

in spec ific energy consumption over the previous reporting period. 

Kovai 

A number of energy-effi c iency initiatives have been undertaken 

in the Kova i unit. These have been described later in thi s report. 

Other ITe units 

All other ITC units continued energy conservation efforts through 

energy audits condu cted by experts, dep loyment of latest 

technol og ies, aw areness ca mpaigns and benchm arkin g. 

lTC's cigarette manufacturing units achieved 19.4% reduction in 

spec ific energy consumption over the previous yea r. The average 

specific energy consumption of these units stands at 8.24 GJ/miliion 

c iga rettes . Thi s compares very w ell with the spec ifi c energy 

consumption of 20. 27 GJ/miliion c igarettes, reported by British 

Am eri can To bacco in it s So c ia l Repo rt o f 2004- 05 . 

Energy Conservation at ITC Sonar Bangia Sheraton 

The new ly opened ITC Sonar Bangia Sheraton & Towers at Ko lkata 

has undertaken a number o f initi ati ves in the fi eld of energy 

conservati o n . Th is has res u lted in an 8.04% redu cti o n in 

2004-05 in total energy usage over the prev ious year (in spite of 

78% growth in room nights so ld). Some of the measures adopted, 

such as retrofitting of pumps, hot water generation using condensed 

steam, rep lacement of elec tri c hea ter w ith so lar heater and 

install ati on of va ri ab le frequency dri ves for fans have no t on ly 

resu lted in improved energy usage, but also reduced the Carbon 

Di ox id e (C0 2) em iss io ns by 2 ,84 1 to nn es per annum. 

I Ren ewab le Energy 

ITC continued its focus on improving the use of renewable energy 

such as biomass and so lar energy. Of the total energy used, 

24.6% is generated internally from Biomass. A number of units 

have installed solar therm al systems mainly for use in ca nteens 

and kitchens. 



e-Choupal and Solar Energy 

ITC e-Choupal has creatively leveraged information technology 

to set up a meta- market in favou r of India's sma ll and poor 

farmers, who would otherwi se continue to operate and transact 

in ' unevo lved' markets. e-Choupal also sidesteps the va lue­

sappi ng problems caused by fragme ntation, dispersion , 

heterogeneity and weak infrastructu re. 

ITC takes on the role of a Network Orchestrator in thi s meta­

market by st itching together an end-to-end so lution. The so lution 

simultaneous ly addresses the viab ili ty concerns of the participating 

compan ies by virtuall y aggregating the demand from thousands 

of small farmers, and the va lue-for-money concerns of the farmers 

by creating competiti on among the companies in each leg of the 

va lue chain . 

Several prob lems were encountered wh ile sett ing up and managi ng 

the 'e-Choupa ls', or Intern et kiosks that give fa rm ers access to 

critical information related to their farm produce through dedicated 

webs ites. These related primaril y to infrastructural inadequacies, 

inc luding power su ppl y, telecom connectiv ity and bandwidth, 

apart from the cha llenge of imparting sk ill s to first time In tern et 

users in remote and inaccessible areas of rural India. 

ITC has largely overcome the problems of power suppl y by 

investing in alternative energy. Two solar panels of 40 Watts have 

been installed at every e-Choupal , which requires approx imately 

80 Watts of power for operat ing the computer and for satel l ite 

connectiv ity. Free surplus power created helps in lighting up the 

room of the Sanchalak or lead farmer who operates the e-Choupa l. 

This has resulted in, among other conven iences, better lighting 

for rural ch ildren who now use it for studies. 

IITC Close to Becoming a Carbon Positive Corporation 

ITC endeavou rs to be a ca rbon positive corporation . lTC's efforts 

in the fie ld of energy conservation, its use of carbon neutral fuels, 

sourcing of renewable energy and large scale tree plantat ions 

through soc ial and farm forestry have resu lted in ITC sequestering 

85.6% of the Carbon Diox ide (C02) emitted by its operat ions. 

The total C02 rel eased by ITC units was 4.5 % more than the 

prev ious yea r. This ca n be primari ly attributed to the newly 

acquired Kovai paperboards un it, the inclusion of hotel properties 

due to the merger of ITC Hotels w ith ITC and the growth in the 

Paper and Hote ls bus i nesses . lTC's fa rm and soc ial forestry 

plantations, covering 29,230 hectares (19,500 hectares till 2003 -

04), enabled sequestration of 85 .6% of greenhouse gases em itted 

during the yea r, up from 31% in 2003-04. 

Intense R&D has resulted in the productivity of these plantations 

doubling in the last few yea rs. A study by experts from the Indian 

Institute of Science, Bangalore, has shown that the above & below 

ground biomass contributes 71 % carbon sink additional to the 

C02 sequestered by pu lpab le wood. 

Unit 2002-03 2003-04 2004-05 

C02 released 

(Manufacturing & Freight) Kilotons 1,188 1,013 1,058 

C02 sequestered Kilotons 216 311 906 

C02 sequestered Percentage 18 31 86 

All figures rounded off to the nearest digi t 



ITC Continues to be a 
Water Positive Corporation 

For the third successive year, ITC continued to be a 'Water Positive 

Corporation' . Rainwater harvesting (RWH) potential generated 

todate exceeds the total consumption of water by all the units of 

the Company. 

'Sunderban s ' at fTC Sonar Bangia Sheraton: Almost all the 

rainwater is collected in water bodies 

Water Balance at ITC 2002-03 2001-04 2004-05 

Fresh water intake 24.1 22.48 24.98 

Treated effluents discharged 14.64 14.04 19.55 

Net water consumption 9.49 8.44 5.43 

RWH potential created 
within ITC units 0.24 0.39 0.34 

RWH potential created through 
watershed projects 12.5 15.67 16.52 

Total RWH potential 

created (todate) 12 .74 16.06 16.86 

(In million Kl.) 

I Water Use - Sources - Strategy - Sustainabi lity 

W ater use 

Fresh water intake by all ITC units in 2004-05 amounted to 

24.98 million KL. This included water drawn by the newly acquired 

paperboards unit at Kovai and the add itional hotels resulting from 

the merger of ITC Hotels with ITC. 

Fresh Water Intake by ITe Units (mill ion KU 
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On a comparab le basis, water usage in 2004-05 was 4% higher 

than the previous year, primarily due to the 9.4% increase in 

Paperboards and 15.5% increase in Hotels. 

Sou rces 

81.30% (20.3 million KL) of lTC's total water requirement 

was drawn from rivers / surface water and 16 .8% 

(4.20 million KL) came from ground water. Only 2% (0.48 million 

KL) of the total water consumed by ITC units was sou rced from 

municipal bodies. 

Water Sources (million KU 

0.5 

20.3 

D Ground water 

D River/surface water 

D Municipal/others 

lTC's w ater stra tegy is fou nded on 4 p i l lars : 

1. Sustainability of water sources 

2. Benchmarked specific water consumption (measure of water 

required per unit of production) for progressive reduction 

3. Zero 'waste water' discharge 

4. Creating ' positive footprint' through rainwater harvesting 



Sustainabi l ity 

All ITC units are required to minimise water consumption and 

undertake measures to ensure susta inab ility of water sources, 

e.g. wherever water is drawn from undergrou nd sources like 

tubewells, stri ct surveillance on the water table is maintained. 

M easures like rainwater harvesting are implemented to ensure 

sustainabi li ty of these water sources. 

Benchmarki ng 'spec ifi c water consumption ' 

Of the tota l 24.98 million KL of water drawn by ITC units, 91.28% 

(22 .80 million Kl) was used by the three large paperboards and 

specialty paper units . Special efforts were, therefore, directed 

towards wa ter co nse rva tion and reducin g spec ifi c wa ter 

consumption in th ese units. 

Production Versus Fresh Water Intake for Bhadrachalam 

Paperboard Unit (base year 1998-99 taken as 100) 
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In th e Bhadra chalam pu lp and paperboards un it, wh il e the 

product ion since 1998-99 has gone up by 60%, actual water 

consumption has gone down by 1 % . Furth er effo rts and 

improvements are in progress to substantiall y reduce fresh water 

requirement per tonne of paperboards. 

lTC's spec ialty paper unit at Tribeni produces very f ine papers 

(as low as 2 1 GSM). This unit achieved a 16.4% reduction in 

fresh wa ter consumpt ion per tonne of paper in 2004-05 (i.e. 

6.5% less fresh water intake than last year, in spite of an add itiona l 

producti on of 11 .7%). This is spec iall y significant since Tribeni 

had reported a 28% red uction in spec if ic water consumpti on 

in 2003-04. 

Speci fi c Water Consumption for Bhadrachalam and Triben i Units 
(KlJTonne) 
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All the other units of ITC also continued their signi fica nt effo rts 

to reduce specific water cons umpti o n. lTC's c iga rett e 

manufacturing units brought down spec ifi c water consumption 

from 7.5 KL (2003-04) to 7.2 KL (2004-05) per million cigarettes. 

This compares well w ith th e spec ifi c water consu mpti on of 

8.01 KL per milli on c igarettes reported by Briti sh America n 

Tobacco in its Social Report 2004-05. 

Zero Effluent Discharge 

The degree of closure of the water cycle is the best indi cator of 

efforts and initi atives taken by a unit to minimi se fresh wate r 

consu mption. 

lTC's Ciga rette factories at Bangalore & Sa haranpur, the ITC 

Group Research & Development Centre at Bangalore, the Leaf 

processing pla nt at Anapa rti , Packaging & Printing factory at 

Tiruvott iyur, the Cast coating plant at Bol larum, ITC Hotel Sonar 

Bangia Sheraton & Towers at Kolkata and WelcomHotel Rajputana 

Palace Sheraton at Jaipur did not discharge any waste water/effluent 

during the year. The treated effluent was recycled/used for coo ling 

towers, f lushing to il ets, ga rdening and other sim il ar act ivities 

within the prem ises. 

Rainwater Harvesting 

lTC's endeavours towards sustainabi lity go beyond the corporate 

boundary. Apa rt from each unit of the Company implementing 

rainwater harvesting, the Company supports watershed projects 

in water stressed areas, as described in the 'Social Performance' 

section of this report. The rainwater harvesting efforts in different 

units range from rooftop ra inwater harvesting in smaller units to 

total ra inwater collection/chargi ng aqu ifers. 



Water and Energy Conservation: 

Breakthrough at Specialty Paper Mill, Tribeni 

lTC's Spec ial ty Paper unit at Tribeni , West Benga l, requires large 

quantiti es of energy and water for the producti on of fi ne spec ialty 

papers. Du ring 2004-05, the unit achieved a 6.5% reduction in 

fresh wa ter usage compared to 2003-04 (a cumulative reduction 

of 54'}'0 in the last 7 yea rs). 

Thi s was made poss ibl e by the commissioning of a deta il ed 

system of metering & monitoring; optimising consu mption at all 

user-points; replacing the use of fresh water w ith recycled wa ter, 

wherever poss ible; commiss ioning of 3 wa ter-recycl ing p lants; 

and installati on o f Flow/Orifi ce M eters at cr iti ca l loca ti ons to 

restri ct the consumption. 

Apar t from wa ter conservation measu res, a number of other 

initi atives have enabled the Tribeni unit to reduce its spec ifi c 

energy consumption by 6.8%, and spec ific C02 emi ss ions by 

14. 97%, as compared to 2003-04. These initi atives in c lude 

reva mpin g of the co mpressed a ir sys tem; retrofitting and 

rep lacement o f pumping systems; tuning of refiners in stock 

preparati on; optimi sation of frequency in the turbo genera tors; 

retrofitting of Boiler 10 Fans and cooling tower fa ns, use of energy 

effi cient light fittings, and rep lacement of exhaust fa ns with natural 

ventilati on systems. 

I Significant Effluent D ischarges 

A ll the units of ITC have state-of-the-art effluent treatment plants 

to eliminate or reduce undes irab le efflue nt characteri st ics . 

Continuous upgradation of techno logy, eff ic ient operati on of 

treatment plants and implementation of international management 

systems help enha nce the quality of treated effluent discharge. 

During 2004-05, ITC factor ies and hotels discharged 462 ton nes 

of Biochemica l Oxygen Demand (BOD), 3,279 tonnes of Chemica l 

Oxygen Demand (COD) and 1,316 tonnes of Total Suspended 

So lids (TSS). The discharged effluent characteri sti cs have always 

been we ll below the standards stipulated by the regulatory bodies. 
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The Paperboards and Specialty Papers bus iness accounts for more 

th an 90% of all discharges. During 2004-05, lTC's largest 

paperboa rds unit at Bhadrachalam had an eff lu ent BOD of 

1.57 kg/tonne and COD of 11.74 kg/tonne of paper/paperboard 

production. 

The Adsorbab le Organic Halides (AOX) leve l of these effluents in 

the Bhadrachalam unit measured 0.01 kg/ton ne of paperboard 

production. The AOX leve l is Signifi cantl y be low the average of 

2 kg/tonne discharged by other Indian paper mi ll s. Thi s is also well 

below the World Bank guidel ines of 0.2 kg/ tonne for new 

paper mills. 

I Signifi ca nt Spill s of Chemica ls, O il s and Fuels 

All ITC units have effective spill control measures to el iminate or 

contain spill of chemica ls, o il s and fuels, to prevent any adverse 

effect on the env ironment. The storage faci liti es are designed in 

accordance w ith in ternational standards and are provided with 

adequate contro ls such as dyke wa lls around the storage area and 

leak detection systems. These measures for spi ll control are inspected 

on a regular basis to ensure their effecti veness. Corpora te EHS 

audits of the units, done once every year, further confirm adequacy 

of these control measures. 

No chemica l, o il or fue l spi ll s occured in any of the ITC units in 

2004-05. 



EHS Initiatives at the Newly Acquired Paperboards 

Unit - Kovai 

Post acquisit ion of the Kovai paperboards unit on March 19, 2004, 

a massivE' training programme for all employees, including service 

providers' workmen, was launched to rai se quality, environment, 

occupationa l hea lth and sa fety leve ls to ITC standards. The unit 

invested 2,260 mandays intra i n i ng managers, workm en and 

serv ice prov iders. Thanks to focused efforts at all levels, the unit 

has achieved ISO 9001, ISO 14001 & OHSAS 18001 certifi cat ions 

within a yea r. All the managers in the unit were trained in EHS 

Ri sk Management, with the help of National Safety Counci l, to 

identify hazards and implement risk reduction plans. 

Water: At the time of acqui sition, the Kovai unit used 30 KL of 

water per tonne of board. The Tamil Nadu Pollution Control Board 

requires a ll effluents from th e mill to be discharged on 

Company-owned land at a maximum of 35 KUacre. This lim ited 

the total production capacity of the unit. Petax filters were insta lled, 

at substantial investments, to c lea n and recycle the processed 

water, thereby drasti ca ll y reduci ng the water usage to a mere 

11 KL per tonne of boa rd. Studies were conducted to establ ish 

the significant potential for rainwater harvest ing and the unit is 

gea ring up to c reate a potenti al of 2,57,257 KL per annum of 

rainwater harvesting before the 2006 monsoon. Rainwater thus 

collected shou ld help meet nea rl y 25% of the tota l water 

requirement. Further efforts to reduce consumption and improve 

recycl ing of water are underway. 

Energy: Various energy savi ng activ iti es have been explored and 

implemented due to which 7 MwH power is already being saved 

every day. 

Safety: During the last 7 months of 2004-05, the unit did not 

have a single lost time acc ident. 

Towards Zero Solid Waste 

ITC believes that waste is a useful resource that can be recycled 

either w ithin the Company or can be used as raw material 

elsewhere. 

During 2004-05, ITC units generated 2,80,891 tonnes of sol id 

waste (34.9% higher than the previous year). Th is included the 

waste generated by the new ly acq uired Kovai paperboards 

unit and the merged hotel properties. A ll the businesses continued 

efforts to reduce waste and achieve 100 % recyc l ing. 

Th is year, 80.5% of the total waste generated was recycled 

(53.3% in 2003-04). 

BreakdOl\ n of Solid Waste Generati on In p('rc('ntage) 

o Cigarettes (2.9) 0 Leaf tobacco (5.5) Packaging & Printing (2 .7) 

o Pulp & Paper (87.7) 0 Hotels (1.2) 

Significant progress was made by a large number of 

unit s towa rd s ach iev in g zero so lid waste, through 

reduct ion or elimination of waste at source, coupled w ith recycl ing 

and reuse practi ces. 

The Cigarette factory at Kolkata, the Leaf processing factory at 

Chirala, the Packaging & Printing unit at Tiruvotti yur, the Cast 

coati ng unit at Bollarum and the ITC Grand Central Hote l at 

Mumbal achieved zero solid waste status through 100% recycling. 

In these units, the waste generated was either reused in ternal ly 

or 100% recycled. 

The Cigarettes, LeafTobacco and Packaging & Printing businesses 

achieved over 90% recyc lin g of so lid wastes generated. 



The Fly Ash Initiative at Bhadrachalam 

lTC's Bhad rachalam 'factory, along w ith its co lony, comprising 

residential units, guest houses, clubs, staff canteens and bachelors' 

hos tels, has undertaken major recyc ling effo rts . The fl y as h 

generated from the bo ilers in the Bhadrachalam Mill is converted 

into buil d ing hri cks. The Staff Co lony is constructed from these 

fl y as h br icks. Req uirements are also generated from th e 

neighbourhood industrial and res idential colonies to which these 

bricks are supplied. 

Of the total solid waste generated by ITe, the three large paperboards 

and paper units contrihuted 86.7%, in 2004-05 (2,43,460 tonnes). 

These units recycled 78.6°;;, of waste this year. The yet-to-be recycled 

waste comprises fl y ash (15.1 %). lime sludge (4.8%), wood bark, 

chips and mixed plastic (1 .5'10). Various plans and projects (additional 

hrick making capacity, biomass gas ification etc.) are underway to 

ach ieve 100% recycling wi thin the next 2-3 years. 

Recyc ling of So lid Wastes by ITC Businesses (in percentage) 
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The spec ialty paper mill at Tribeni made remarkable progress in 

recycling and reusing so lid wastes. During the year, 99.6% (40,767 

tonn es) of the total waste was recycled (29% in 2003-04). 

At the Bhadrachalam unit, dedicated efforts have resulted in the 

improvement of solid waste recycling. 75 .1 % of waste was recycled 

this year compared to 53.3% in 2003-04. 



I Reduc ing Si gnifi ca nt Emi ss io ns 

ITC in its endeavour to reduce significant emissions has established 

adequate controls and regular monitoring of air emissions such 

as Suspended Parti culate Matter (SPM), Oxides of Sulphur (SOx) 

and Oxides of Nitrogen (NOx) in all its units. In addition, emission 

of Hydrogen Sulphide (H 2S) is monitored at the Bhadrachalam 

paper mill on a regular basis . The measured parameters are 

regularl y communicated to the respective Pol lution Contro l 

Boards. Dur ing 2004-05 , the monitored air emiss ions were as 

follows: 

Significant Air Emissions by ITC units in 2004-05 (tonnes) 

689 

921 SPM 

o NOx 

o SOx 

556 

The Paperboa rds and Specialty Papers business accounted for 

more than 50% of the total emissions reported. The Bhadrachalam 

paperboards unit emitted 4.6 tonnes of H2S. 

lTC's Cigarettes business emitted 2.65 kg of SPMlmillion cigarettes 

produced. The specific emi ss ion leve ls of Sulphur Di ox ide 

(S02) and NOx were at 3.94 kg and 1.50 kg/million c igarettes 

manufactured, respectively. 

I Ozone Depleting Substances (ODS) 

As one of the signatori es to the Montreal Protocol, Indi a has 

formul ated a policy phasing out Ozone Deplet ing Substances. 

In line with Government of India requirements, ITC has developed 

programmes to meet the requirements well before the deadlines 

stipulated by the Government. All ITC units focus on reducing 

the consumption of ODS through effective preventive maintenance 

schedules, and replacement of old equ ipment with latest non­

ODS technology. These are aud ited regularly by the Corporate 

EHS to ensure compliance. In the year 2004-05, all the units of 

ITC had 4 .11 tonnes of ODS (equiva lent to CFC- 11 ) in use. 

Emissions 

I Bhadrachalam Paperboa rds U ni t 

In 2004-05, the mill generated 1.42 kg of SPMlBone-Dry Metric 

Tonne IBDMT) of paperboard produced, which compares we ll 

with the spec ific SPM emission level s of Indian Papermills (reported 

in the ra nge of 1.1 kg/BDMT to 11 kg/BDMT). The specific 

emission leve l of S02 for the unit was monitored at 0.57 kg/tonne 

of paperboard, w hereas the European Un ion pulp and paper 

mill s have specific emissions of 0.7 kg/tonne of product. The 

spec ific NOx emission leve l was at 0.76 kg/tonne of paperboard . 

This compares well with 1.14 kg of NOx generation per tonne 

of product in the European pulp and paper industry (Sou rce: 

Green Rating Project by Centre for Sc ience and Environment, 

2004). 

I Biodiversity 

Except the two newly opened hotels in Mumbai and Kolkata, al l 

other units of ITC have been in operation for several years. ITC 

Grand Central Sheraton in Mumbai is actuall y built on the land 

vacated by one of lTC's ciga rette factor ies. Even though both the 

hotels are situated in dense urban locations, Environmental Impact 

Assessment (E IA) was fully carri ed out to add ress impact, if any, 

on biodiversity, affecting species and ecosystems. 



I onsumption of Raw Materi als 

Vert ica l, as we ll as, hori zonta l integration of ITC busi nesses 

prov ide exce llent synergy in the utili sation of raw materi als and 

reuse of waste, thereby minimising environmental impact. The 

main raw materi als used by va rious businesses in 2004-05 were 

as fo llows: 

Bu.,i rw ,>,> 2002-03 200 3-0-1 200-1-05 
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Cigarelle paper ('ODD' Bobbins) 678 723 762 

Lamina & 51 em (lonne) 50,090 52,156 64,402 

Filler rods (bi ll ion) 8.5 8.9 9.5 

Af.\fI BU' "1('" 1 ('.1 1 Toba«o 

Green Leaf (million kg) 77 89 90 

P,l( k" f.\ l llg ,\ I'fln l l11g 

Paperboard (Ionne) 29 32 35 

The paper and paperboards wastes generated in the c igarettes, 

packaging and printing units are reused as raw materi als in the 

paper and paperboards units. Wastes amounted to 25.3% of the 

total raw materi al used by the Paperboards business (incl usive of 

waste paper from outside) . 
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I EHS Expenditure 

Continuing improvements in almost all areas of sa fety, occupational 

hea lth and environmental performance c lea rl y demo nstrate 

management commitment at all leve ls, suitabl y backed by 

adequate financ ial resources. 

During 2004-05, ITC uni ts' capital expendi tu re on EHS acti vities 

amounted to Rs. 12.2 crores. Revenue expenditure on the sa me 

was Rs. 9.2 crores. 

EHS Expend iture in ITC units IRs. CrorC's ) 
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In 2004-05, not a single unit in ITC was fined for non-compliance 

o f statuto ry requirements. In all , 2 min or dev iati ons from 

the releva nt statutory requirements w ere observed in lTC's 

Tribeni paper mill unit w ith respect to high concentration level 

of iron content in the effluent di scharge. Immediate co rrecti ve 

acti ons were taken to ensure th at efflu ent parameters we re 

within the stipul ated standard . The Pollut ion Contro l Boa rd 

was in formed accordingly. 



Soc a Performance 
As a responsible corporate citizen, ITC has made remarkable forays in the 

socia l sector. The Compa ny is engaged in poverty all ev iation activities in 

some of the most underdeveloped areas of the country. Th e thrust of the 

Company's socia l sector investments, chri stened 'Mission Sunehra Kal ', is on: 

(a) web-enab lement of the Indian farmer, (b) natural resource management, 

wh ich includes waste land, watershed, and agr icultural development, 

(c) sustainable live lihoods, comprising genetic improvement in livestock and 

economic empowerment of women,and (d) commu nity development, w ith 

a focus on primary education, and health & sanitation. lTC's social development 

projects are spread over the states of Andhra Pradesh, Karnataka, Tamil Nadu, 

Madhya Pradesh, Uttar Pradesh, Rajasthan , West Bengal and Bihar. 



Transforming lives and Landscapes: 
lTC's Community D evelopment Phil osophy at W ork 

As a Company that continuously strives to be 'C iti zen First', ITC 

attaches criti ca l importance to its responsibility to contribute to 

the 'Triple Bottom Line', namely the augmentati on of economic, 

eco logica l and social capital. This commitment finds expression 

in the Company 's sustainabl e development phil osophy, whi ch 

recognises the need to not onl y preserve but also enrich prec ious 

env ironmental resources w hile providing a sa fe and hea lthy 

workplace for it s employees. 

lTC's soc ial development initiatives harmoni se the Company's 

goa l to crea te shareholder va lu e with making a substanti al 

contribution to society. The thrust of the Company's soc ial sector 

investment is in four areas: (a) W eb-enabl ement of the Indian 

fa rm er through the e-Choupal initi ati ve; (b) Natural resource 

management, whi ch includes wasteland, watershed and agri culture 

deve lopment; (c) Susta i nabl e I ivel i hood crea ti on, compri si ng 

geneti c improvement in li ves tock produ cti v ity, eco nomi c 

empowerment of women and (d) Community development, with 

foc us on p rim ary edu ca ti o n and hea lth & sa nitation . 

I W eb-enablement of the Indian Farmer 

The e-Choupa l Init iative 

The Company continued to scal e up the e-Choupal network 

during the yea r. Thi s pioneerin g initi ative compri sing 5,200 

choupals, currentl y reaches out to ove r 3.5 million farm ers in 

the States of Madhya Pradesh, Uttar Pradesh, Rajasthan, Karnataka, 

M aharashtra, Andhra Pradesh and Kerala. 

The e-Choupal initi ative, apart from impartin g knowhow and 

facilitating pri ce di scovery for the farmer, is fast becoming a two­

way di stribution channel for goods and serv ices. Pilot proj ects 

initiated in the previous years were ramped up towards attaining 

commerc ial sca le. Goods and serv ices worth nea rl y Rs.50 crores 

were sold during the year, primaril y in Madhya Pradesh and Uttar 

Pradesh, compri sing agri - inputs, FM CG products, vehi c les, 

co nsumer durabl es, in surance products and other marketin g 

servi ces . Nearl y 40 companies, both from the publ ic and priva te 

sector, are already being served by the network. 

The e-C houpal is now being rega rded as a reli abl e deli ve ry 

mechanism for resource development initiati ves . Its potential is 

being tested through pilot projects in hea lthca re, education, wa ter 

management and ca ttl e hea lth management with the help of 

non-governmental organ isa ti ons. 

I Natural Resource M anagement 

Wasteland Development - Social and Farm Forestry 

During 2004-05, 1,765 hectares of wasteland were brought under 

plantati ons through soc ial forestry, taking the cumul ative total to 

4,643 hectares. The project today covers 14 mandals, 22 4 villages 

and 6,400 poor househo lds, with the strength of total area under 

plantation touching 19 million saplings. 



lTC's strategic alliance with the Government of Andhra Pradesh 

took off to a successful start by bringing 112 hectares of land 

under clonal plantation. 

The year also marked the successful va li dation of the social 

forestry model of the Company, under which poor tribals are 

provided a comprehensive package of support and extension 

services to help them convert their waste lands into plantations. 

As at March 2005, 153 poor tribal households had harvested 73 

hectares of their plantations, yielding 2,549 tonnes of pulpwood, 

valued at Rs.37 lakhs. The entire output was purchased by lTC's 

Paperboards busi ness. The harvesti ng househo lds deposited 

Rs.14 lakhs with the Sanghas towards creation of the vi lIage 

development fund. This successful va li dation of the social 

intervention model has greatly reinforced lTC's be li ef that it 

is possible to synergise shareholder value creation with 

service to soc iety. 

lTC's social and farm forestry programmes have greened 29,230 

hectares with over 100 million saplings. 

Soil & M oisture Con servati on 

lTC's water management programme, designed to ass ist farmers 

in ident ified moisture-stressed districts, focuses on soil and 

moisture conservation initiatives. A total of 224 large and small 

water harvest ing structures were constructed during 2004-05, 

taking the total number of structures to 550 with a command 

area of about 8,000 hectares, covering 5 districts, 100 vil lages 

and 9,400 farmers. 

Integrated Agri cu Iture Deve lopment 
These recent interventions aim to improve farm productivity and 

hence incomes by promoting a package of efficient farm practices 

and technologies. During 2004-05, 58 group irrigation projects 

were implemented cover ing 180 poor farmers, who could not 

otherwise afford to sink deep bores. 100 sprinkler sets covering 

125 hectares were installed for demonstration. In add ition, 250 

demonstration plots were developed. 674 compost ing units 

were estab lished during the year, comprising 390 verm i-compost 

pits and 284 NADEP units. 



I Sustainable Livelihoods 

Livestock Development 

With the objective of crea ting high-yielding progenies through 

geneti c improvement, an additional 23 Cattl e Deve lopment 

Centres (CDCs) were establi shed during 2004-05, taking the total 

number of CDCs to 32, covering 635 villages. So far over 11,000 

artifi c ial inseminati ons have been performed. Additionally, 

17,000 milch animals were covered under the preventive hea lth 

programme.Th e main focus of thi s programme is to crea te 

alterna tive employment for surplu s rural labou r and decrease 

pressure on arab le land by promoting non-agricu ltural incomes. 

Economic Empowerment of Women 

These programmes aim to create sustainable income opportunities 

for women. During 2004-05 , close to 380 se lf-help groups with 

5,350 members mobilised sma ll savings of RS.27 lakhs. Over 

2,000 women are ga infull y employed in va rious enterpri ses like 

Chikkan work, aga rbatti rollin g, etc. 

Hea lth & Sanitati on 

More than 40,000 women-at-risk and c hi l dre n 

under 5 have been covered under the M other & Child Hea lth 

programme. A total of 1,289 low cost san itary units have been 

constructed. As per the des ign of the progra mme, one-third of 

the cost is born e by the potential beneficiaries. 

I Community Development 

Pri mary Educa ti on 

94 Supplementary Learning Centres are providing regular coaching 

to nea rl y 3,000 children. Th e support to primary sc hoo ls 

in rural India covers over 10,000 children. 

.. 
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I Strategy and Management 

ITC believes that all its employees must live wi th soc io-economic 

dignity and freedom, rega rdl ess of nationa l ity, gender, race, 

economic status or religion. In the management of its businesses 

and operati ons therefore, ITC ensures that it upholds the spi rit 

of human ri ghts as enshrined in ex isting intern ati onal standards 

such as the Universa l Decla ration and the Fundamental Human 

Rights Conventions of the ILO. 

ITC upholds intern ati onal human ri ghts standa rd s, does not 

condone human rights abuses, and creates and nurtures a work ing 

environment where human rights are respected w ithout prejudice. 

The Co rporate Human Resources (CHR) function of ITC is 

responsible for the Human Ri ghts Policy des ign, implementation 

and upgradati on. 

The policy is implemented at alllTC units through a set of separate 

polic ies and procedures, covering each of the main constituents 

of human ri ghts appli cable at workplaces. 

The assessment procedures for different constituents of this po licy 

are defined aga inst each spec ific po licy. 

I Suppl y Chain 

Evidence of Considerati on of Human Ri ghts Impact Across the 

Supply Chain 

As a large and multi -product enterpri se, w hose products are 

bench marked nati onall y and in tern ati onall y, lTC's main supp ly 

chains can be grouped as fo llows: 

• For all its operations, technology, machinery and equipment 

are so urced from re puted and g loball y benchmarked 

suppli ers/vendors w ho are expected to fo ll ow intern ati ona ll y 

accepta bl e norm s and stand ards rega rdin g human r ights . 

• lTC's majo r bu sinesses are ve rt ica ll y in tegrated ac ross 

several Divisions. A substanti al part of the suppl y chain is, 

therefore, internal through strategic backward linkages. Common 

va lues relating to human ri ghts perfo rm ance are shared across 

this supply chain . 

• Being an agri -based company, the agri cultural sector is a major 

supplier of inputs for lTC's operati ons. The bul k of agri cultural 

commodities are procured from state-controll ed trading platforms 

and the open market. 

Upholding Human Dignity 

• A very small propo rtion of lTC's bu sin ess co nsists o f 

supply chains comprising loca l vendors and suppliers. The policy 

framework for such entiti es is enun c iated separate ly in 

' Po li cy to Ensure Res pect fo r Hum an Ri ghts ac ro ss 

the Supply Chain ' . 

I Preventing Di scrimin ation at the Workplace 

ITC acknowledges that every indiv idual bri ngs a unique set of 

perspectives and capabiliti es to the tea m. A discr iminati on-free 

workp lace fo r the empl oyees crea tes an env ironment w here 

diverse ta lents can bloom and be nurtured. This is achieved by 

ensuring that a non-di sc rimination po licy is practiced across the 

Company, in line w ith corporate princ iples and bench marked 

busi ness practi ces. 

lTC's approach toward s its human resources is premised on the 

fun damenta l beli ef of fosterin g meri toc racy in the orga nisation 

which, pa ri passu, promotes diversity and offers equal opportunity 

to all employees. ITC does not engage in, or support, direct or 

ind irect di scrimination in recrui tment, compensati on, access to 

tra ining, promotion, termin ati on or reti rement, based on caste, 

religion, di sability, gender, age, race, col our, ancestry, marital 

status or affiliation w ith a politi ca l, religious, or union organisation 

or minority group. 

Th e po li cy is co mmuni ca ted to a ll emp loyees through 

indu ct ion programmes, poli cy manuals and intranet porta ls. 

The custodian of thi s po l icy is the head of each operati onal uni t 

and the divisi o na l chi ef of the respective bu siness . 

lTC's complaints reso lution procedure is premised on the freedom 

o f employees to approach hi gher offic ials beyond hi s/ her 

immediate superi or. For the unioni sed employees, compli ance 

of the po licy is ensured through a robust gri eva nce handling 

procedure, and the presence of a union that brings v io lations to 

the notice of the unit HR head. 

The accountability for the appli cati on of the non-discrimination 

empl oyment poli cy rests w ith the Unit Head, who reviews anti­

disc rimin atory complaints annuall y or on a case-by-case basis. 

CHR conducts non-d iscrimination rev iews annually, on a sample 

bas is w ith unit heads, and through on-s ite assess ments. 



I Freedom of Association 

lTC's culture is character ised by cooperat ive relationships and 

high employee invo lvement that relies on building of partnerships 

to meet our co llect ive needs . Ad hering to these principles has 

helped build, sustain , and st rengthen harm oni ous industrial 

relations in the orga nisa tion . 

ITC respects the emp loyees ' right to organise themselves into 

interest groups, as initi at ives of the workers, independent from 

superv ision by the management. In keeping with the 

spi rit of thi s Policy, emp loyees are not discriminated aga inst for 

exercisi ng this right. 

The policy is commun ica ted to all emp loyees through induction 

programmes, policy manuals and intrane t portals. 

The custodi an of thi s policy is the HR head of each operational 

unit , who reports directl y to the Unit Head on such issues. 

The actual isat ion of the Co llective Bargaining policy is evident 

from the joint agreements and minutes that are signed between 

the union and the management. 

Each ITC Un it has appropriate systems and checks to ensure 

comp li ance with the Policy and statutory provisions, including 

means for filing of grievances, co llective bargaining agreements, 

and minutes from worker meetings. 

The Divisional HR Department, Corporate Interna l Audit, externa l 

statutory auditors and relevant statutory authorities regularly 

monitor comp liance with the Policy. 

I No Chi ld or Forced Labour 

The foundation of lTC's No Ch ild or Forced Labour policy is based 

on the Company's commitment to find practical, meaningful and 

culturally-appropriate responses to support the elimination of such 

labour pract ices. It thus endorses the need for appropriate national 

and internationa l initiatives to progressively eliminate these abuses. 

ITC does not employ any person below the age of eighteen years 

in the workplace. 

ITC prohibits the use of forced or compulsory labour at all its units. 

No employee is made to work aga inst hi s/her will or work as 

bonded/ forced labour or is subject to corporal punishment or 

coerc ion of any type re lated to work. 

Thi s pol icy is commun ica ted to all employees through induction 

programmes, policy manuals and intranet portals. The responsibility 

for the implementation of the policy rests with the units' HR 

Department, and the security staff, who do not permit underage 

persons to enter the factory as workers. 

Employment contracts and other records documenting all relevant 

detai ls of the employees, including age, are maintained at all 

units, and are open to verification by any authori sed personnel 

or relevant statutory body. 

The comp li ance with this policy is ev ident in the transparent 

system of recruitm ent and the policy of ex it intervi ews, which 

are undertaken by a manager not directly connected with the 

empl oyee. For the unionised emp loyees, compliance is also 

ensured through a robust gri evance-handling procedure and the 

presence of a union that brings violations to the not ice of the 

unit HR head . 

Sample checks of the records are undertaken annuall y by CH R. 

Audit and assessment are undertaken ann uall y by Corporate 

Intern al Audit and EHS. 

I Code of Conduct 

lTC's Code of Conduct requires that all Company emp loyees 

must avo id situations in which their personal interest could 

conflict with the interest of the Company. This is an area in which 

it is impossib le to provide comprehensive guidance. But the 

practical guiding principle is that any confl ict or potential confl ict 

must be disclosed to higher management for guidance and 

proper action . 

All Compa ny emp loyees must ensure that in their dealings with 

suppli ers and customers, the Company's interests are never 

compromised. Accepting gifts and presents of more than a nominal 

va lue, gra tuity payments and other payments from suppliers or 

customers is viewed as a serious breach of discipline as this could 

lead to compromising the Company's interest. 

I Donations 

Donations, determined on an equitab le basis by the Board, were 

m ade to political parties during the year as follows: 

All India Anna Dravida Munnetra Kazhagam - Rs.0.06 crore; A ll 

India Trinamool Congress - Rs .0.04 crore; Bahujan Sa maj Party 

- Rs.0. 19 crore; Bharatiya janata Party - Rs. 1.37 crores; Biju janata 

Dal - Rs.0.11 crore; Dravida Munnetra Kazhagam - Rs. 0.16 

crore; Indian National Congress - Rs .1 .44 crores; Indian National 

Lok Dal - Rs.0.03 crore; jammu & Kashmir National Conference 

- Rs.0.03 crore; janata Dal (U nited) - Rs.0.08 crore; j harkhand 

Mukti Morcha - Rs.O.OS crore; Nationalist Congress Party - Rs.0.09 

crore; Rashtriya janata Dal - Rs.0.21 crore; Samajwadi Party -

Rs.0 .36 crore; Shiromani Akali Dal - Rs.0.08 crore; Shiv Sena­

Rs.0 .12 crore; Telangana Rashtra Samithi - Rs. 0.05 crore; Telegu 

Desam Party - Rs.0.1S crore. 

.. 
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I Employment 

As on March 31, 2005, ITC employed 15,692 (13,850 in 03-04) 

persons in the units covered in the scope of this report. Out of 

these, 10,605 employees be longed to the unionised cadre. The 

remain ing were Management Staff, Lady Confidential Secretaries, 

Administrative Assistants and those non-management staff who 

have opted 'out of union members hip ' . A ll un ioni sed ' non 

management staff' at the factories, hotels and other establishments 

are represented by independent trade union organisations with 

w hom periodic Long Term Agreements (LTAs) are signed. A ll 

Management Staff, Lady Confidential Secretaries and Admini strative 

Assistants w ho are not unionised, enter the services of the 

organisation by signing individ ual contracts of emp loyment. 

The total number of employees in the current report exceeds the 

number stated in the previous report by 1,842. The merger of 

ITC Hote ls with ITC Ltd. and the acqu isi tion of the Kovai Paper 

Mill brought 1,752 employees into the fo ld of the Company. 

ITC created direct additional employment opportunities for 304 

persons in the newly opened Grand Central Sheraton Hote l 

in Mumbai. 

Labour Practices and Decent Work 

I Labour/M anagement Relations 

Informat ion and Consultat ion on Changes 

ITC believes in an employee-engagement process that aligns its 

emp loyees w ith a shared vision and purpose, beca use every 

individua l brings a different perspective and capability to the 

team . ITC thus harnesses the creative potential of all its employees 

by promoting a culture of partnership to unleash relevant synergies 

between different groups of employees. 

All major changes in operations involving work processes, manning 

norms and other productiv ity linked issues are carried out after 

discussions and consultat ions with the emp loyees and the 

recognised unions at each locat ion. 

Business p lans are shared w ith emp loyees at all units, through 

a series of formal commun icat ion meetings and intranet portals. 

Union ised employees at the concerned units are informed of all 

major changes we ll in adva nce, through their representatives. 

The responsibility for the implementation of the policy rests w ith 

the Unit's HR Department in the case of unionised employees, 

and with the co ncerned DMCs fo r ot her emp loyees. 

The employees are given enough time to cons ider the implications 

of change, consult/noti fy their union, seek the union's opinion 

and notify the management. 

The Po licy is actualised through consu ltative meetings with the 

representatives of workers , c ulmin ating in joint 

minutes/agreements. 

Compli ance w ith the Policy is regularly monitored by the 

Unit Head. 



.. 

Ensuring Occupational Health & Safety 

I Towards Zero Acc ident 

ITC continued its effo rts to achieve zero acc idents in all its units. 

Ongo ing training programm es, involvement of empl oyees, 

suggestion schemes and proactive ri sk management by the units 

has considerab ly reduced seri ous acc idents in the Company. 

During 2004-05 there were no lost time acc idents at Bangalore 

and Kidderpore Cigarette factories; IGRDC and Rajamundry 

Resea rch Centres; Munger Packag ing & Printing unit; Maurya, 

Mughal, Cho la, Sonar Bangia, Grand Central, Rajputana and 

Windsor hotels. 

ITC units had 37 lost time acc idents (LTA) during 2004-05, which 

included 8 LTAs in the newly acquired Kovai paperboa rd s unit 

and the additional hotels whi ch came into the fo ld due to the 

merger of ITC Hotels with ITe. 

Nurnber of Lost Time Acc idents 
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o Followi ng acquisition of Kovai unit and merger of ITC Hotels with ITC 

I Acc ident Inc idence Rate 

Acc ident Inc idence Rate (AIR ), a measure of the number of 

acc idents for every 2,00, 000 manhours worked, for 2004-05 

is 0 .2 07. Thi s includes acc idents at the newl y acquired Kovai 

unit and the additio nal hote ls after the merger of ITC Hotels 

w ith ITe. 

Acc ident Inc idence Rate for the Ciga rettes business stands at 

0.11. Thi s compares we ll w ith the AIR of 0.64 reported by BAT, 

one of the leading c iga rette manufacturers of the world, for all 

its operations (So urce: Social Repo rt of Brit ish Amer ica n 

Tobacco 2004-05) . 

Acc ident Inc icience Ra te (A IR) 

0.03 

0.22 0.20 0. 17 0.18 

01 -02 02-01 Ol -O-l (Jol ·n') 

AIR: Number of acc idents for every 2,00,000 rnanhours worked 

o At the newly acqu ired Kova i unit and merged hOlel propert ies 

Acc ident Statisti cs at ITe U nits 

LTA AIR 

04-05 37 0.21 * 

03-04 27 0.17 

02 -03 35 0.20 

01 -02 33 0.22 

00-01 27 0.17 

99-00 55 0.35 

98·99 62 0.60 

• Includes those at newly acquired Kova i unit and merged hOlel properti es 

I Fi re Safety 

All ITC units have state-of-the-art fire detect ion and control 

systems. A ll employees are trained in fire safety and evacuat ion 

drill s. Corporate EHS fire safety experts ca rry out a detailed audit 

of each un it once a year to ensure that all fire safety systems 

are in line with corporate standards and in state of readiness. 

ITC continued to remain ' fire accident-free' in the yea r 2004-05. 

Fi re Acc idents 
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I M edica l Exa minati on 

ITC is committed to ensure the we ll being of all its employees 

by conduct ing comprehensive preventive medica l examinations. 

Thi s helps in identi fy ing any symptom of occupa ti onal illness 

and tak ing ear ly appropriate acti on to eliminate the same. The 

number of persons medica ll y examined in 2004-05 was 7,7 18 

(37% higher than 2003-04) . 

Number of Persons Medically Examined 

2,61 8 2,949 4,593 4,556 5,996 

99·00 00·01 01-02 02·03 01-04 

D Additi onal numbers due to new ly acqui red Kovai Unit and 
merger of ITC Hotels w ith ITC Ltd. 

1,550 

6, 168 

04-05 

The Factor ies Act of 1948, w ith its numerous amendments, and 

the Factory Rul es in the States, enco mpass almost all the 

requi rements of recordi ng and notifyi ng occupat ional acc idents 

and diseases in the factor ies. Ind ian statutes on th is subj ect are 

in lin e with the req u irements of the In terna t iona l Labo ur 

O rgani sa ti on (ILO ). A ll the p rov isions of these sta tutes are 

implemented at ITC Units. Units are regularl y aud ited for proper 

appli cat ion of these standards. In case of any acc ident or inj ury, 

the Manager of the depa rtment concerned, and the Unit EHS 

M anager document all relevant information - person(s) invo lved, 

time of occurrence, the extent of inj ury or damage to any Company 

asset, and so on. 

All first aid injuri es, incidents (acc idents w ithout inj ury or property 

damage), dangerous occurrences, fires and seri ous acc idents are 

required to be invest igated by tra ined managers (including the 

U ni t EH S Man ager), and act io n ta ken to p reve nt si mil ar 

recurrences . 

In any acc ident w here the injured is likely to be unf it for more 

than 48 hours, a report in the prescri bed format is sent to the 

Inspector of Factories . 

In case of any fatal accident, an enqui ry committee is consti tuted 

w ithin 48 hours of the acc ident to investi gate its root cause, 

spec ify the human or system failure responsible, and recommend 

ac tion to prevent future rec u rrence. Th e findin gs and 

recommendati ons are discussed in the monthly meetings of the 

Safety Committee. The findings are circulated to all Departmental 

Heads/Chiefs so that they may take necessary measures to prevent 

si milar acc idents in the future. 

All seri ous acc idents are reported to the Div isional and Corporate 

M anagement Committees. 

I EHS Committees 

All ITC factori es, hotels and large offi ces are required to set up 

EHS committees, consisting of an equal number of representatives 

of the workers and the management. The central and departmental 

EHS com mittees help maintain proper Safety and Hea lth at the 

workp lace. They peri odica ll y review the measures taken in the 

area of EHS. The EHS committees, which meet at least once every 

three months, have substantially contr ibuted to EHS improvements 

in the respective units. 



I HIV/AIDS 

ITC is committed to providing a safe and hea lthy work environment 

to all its employees. These policy guidelines on HIV/AIDS are an 

endorsement of thi s reso lve and, in part icular, of the Company's 

commitment to spec ific programmes and actions in response to 

the HIV epidemic. 

The Company's position is based on sc ientific and epidem iologica l 

ev idence proving that people wi th HIV/AIDS do not pose a risk 

of transmission of the virus to co-workers by casua l, non-sexual 

contact in the normal work sett ing. 

Policy Guidelines 

i. Comp liilncc 

The Company's policies on HIV/AIDS with regard to its employees 

will , at a minimum, compl y with all re levant Central and 

State legis lat ions and th e Co mpany will impl ement al l 

policies and directions of the Government rega rding HIV/AIDS 

whenever issued. 

ii . Prevention through Awareness 

The Company will provide all its empl oyees sensitive, accurate 

and latest information about risk reduction strategies in the ir 

personal li ves, with the obj ectives of reducing the stigma of 

HIV/AIDS, encourag ing safe behav iour and improving their 

understanding of its treatment. 

iii. Safe and Hea lthy Workplace 

The Company is committed to providing a safe and hea lthy 

workp lace to all its employees. It seeks to ensure that employees 

have access to hea lth servi ces to prevent and manage HIV/AIDS. 

iv. Non-discrim ination 

The Company wi ll not discriminate against any employee infected 

by HIV/A IDS with rega rd to promotions, trai ning and other 

privi leges, and benef its as appli cab le to all empl oyees. 

a) An HIV posit ive employee will be allowed to continue at 

his/her job unless 

• M ed ica l conditions in terfere with the spec ific job bei ng 

done, in w hi ch case reaso nab le altern ative working 

arrangements wi ll be made; or 

• The employee is incapacitated to perform his/her duties and 

is declared medica ll y unfit by a medical doctor, in which case 

the employee will be assisted to rehabi litate himself/herself 

outside the Company. 

b) The Company w ill not make pre-employment H IV/AIDS 

screening mandatory as part of its fitness to work assessment. 

Screening of thi s kind refers to direct methods (HIV testing), 

indirect methods (assessment of risk behaviour) and questions 

about H IV tests already taken. 

c) HIV/AIDS tes t wi ll not be a part of the an nual health 

check-ups unless specifica ll y requested for by an emp loyee. 

v. Confidenti il lity 

• Voluntary testing for HIV/A IDS, when requested for by the 

employee, will be carried out by private or community health 

services, and not at the workp lace. 

• There will be no ob ligation on the part of the employees to 

inform the Company about their clinica l status in re lati on to 

HIV/AIDS. 

• Informat ion on c linica l diagnosis of an employee in terms 

of his/her HIV/AIDS status, if advised to the Compa ny, wi ll be 

kept stri ct ly confi dential. 

1 
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I Training 

ITC believes that the challenge of attaining international dimensions 

is at once humbling, inspiring and exciting. In the ultimate 

analysis, the cutting edge in the realisation of such an aspiration 

would be provided by the dynamism of its human resources. 

The secret of creating a winning corporation lies in the appreciation 

of the potential of human capi tal , and in the abi lity of the 

distributed leadersh ip w ithin the Company to nurture and mobilise 

such talent. 

ITC believes that training requirements vary with each phase 

of the individual's career growth. Keeping this in mind, the 

training programmes must be sound in their object ives and 

effective in their delivery. 
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ITC invested 54,072 mandays in training 19,883 persons (including 

11 ,013 mandays of training provided to various employees of 

the service providers at different locations). The Company, on an 

average, provided 2.7 mandays of training to each employee. 

The training matrix in the Company endeavours to provide a 

balance, with a strong funct ional bias in the ea rl y years, and an 

emphas is on managerial and business sk ills in mid and late career 

stages. The programme includes high-level international training 

events at key points. Training also seeks to continuousl y bui ld 

awareness of other funct ion s at every stage of the process. 

Environment, Occupational Health & Safety training constituted 

a significant proportion of the total training. The Company 

places serious emphas is on Risk Management and Fire, Electrical 

and Genera l Safety training to encourage the participation 

of employees at all levels. 



Product Responsibility 

I Product Information and Labelling 

ITC, as a responsible corporate c iti zen, comp lies fully with all 
relevant statutory regulations and legis lations pertaining to product 
information and label ling. In view of the diverse nature of lTC's 
businesses, the policy, procedures, management systems & 
compliance mechanisms for each business vary. 

The FMCG-Cig;ncttes Business comp li es ful ly wit h the 
following Acts: 

• Wcights & Measures Act 
• Cigarettes Act, 1975 
• Central Excise & Customs Act 
• COTPA (C igarettes and Other Tobacco Produ c ts Act) 

The Business has provisions in place to ensure va lidati on of the 
product with respect to all relevant statutes prior to commerc ial 
launch. The product development process, based on Six Sigma 
methodologies, envisages a formal check of all product-related 
statuto ry comp li ance, before finalisation of the product 
speci fications and design. A rigorous Quality Management system 
at al l stages of manufacturing ensures meticulous adherence to 
product design. The Business also has a system in place for 
monthly review and confirmation of compliance to al l statu tes 
by operating managers. Thi s confirmation is communicated to 
the Corporate Management Committee. 

In the Lea f Tobacco Business all the products are labelled to meet 
customer specif ica tion s. Labels normally contain information 
about the Grade, Crop Year, Weight, Lot No., date and the location 
where the product is packaged and, in certa in cases, the destination 
and the customer that the product is intended for. 

All the packages are bar-coded. The products scrupu lously conform 
to the prescr ibed chemistry (Suga rs, Nicotine, Chloride, etc.), 
Particle Size distribution, stem content and the Pack ing (Moisture 
and Temperature) requirements of the customer. The protocols 
for testing an d tolerances are spec ifi ed by the customer. 

The manufacturing units at Anaparti and Chirala are ISO 9001 
certi fied. The quality procedures for the above parameters are 
c lear ly enunc iated in the ISO 9001 manual. The Units have 
adva nced systems to monitor stri ct adherence to process and 
packing spec ificat ions laid down by the customers. In addi tion 
to providing information, samp les from the final packages are 
sent to customers for cross-verif ication in their laboratori es. 

In the l:>zl perboards & Specialty Papers Business, information about 
the product , cover ing relevant technical parameters agreed & 
finalised wit h the customers, is documented in the product 
spccif ica ti on sheet. Quality Assurance certificates are issued 
aga inst cons ignmen ts on request from customers. The labe l on 
each product pack bears the product name, substa nce (gsm), 
size, weight & batch/ reference number for effective traccability. 

In the Hotels Business, the Compa ny does not produce and sel l 
any packaged products. However, product information regarding 
Rooms and Food & Beverages is communicated through brochures, 
in -room literature and the website. 

The Foods Business compli es with all statutes relevant to packaged 
branded Food products (in c ludin g statutes on labelling and 
product informati on) which include: 

1. Preven tion of Food Adulteration Act 
2. Weights & Measures Act 
3. Food Products Order 
4. Packaged Commodity Rules 

To ensure continuous comp liance with the stat utes, the business 
has an internal mechanism of checks and comp liance certifi cation 
by operat ing managers. 

In addit ion to the statutory requirements, the Business ensures 
vo luntary declaration of nutrition facts in the final packaging of 
its Ready to Eat products. 

In the year 2004-05, the Business conducted consumer sat isfaction 
surveys (in different parts of India) on 4 occasions. In al l surveys, 
lTC's food products were rated better than those of compet ition. 

In the Lifesty le Reta i ling Bus iness all the products are labe ll ed 
to conform to statutory requirements. Additional information on 
attributes of the product is given to inform the consumer of the 
sa lient features of the product. The product also carries instTUctions 
on hand ling and care. 

I Customer Safety: Prime Concern 

Various operating policies, systems and contro l mechanisms are 
embedded in each business to ensu re consistent delivery of a 
quality product to the consumer. 

In the FMCG-Cigarettes Business, there is very stringent auditing 
to ensure the str ictest comp l iance with the provisions related to 
the display of the statutory warning. ITC ensures adherence to 
statutes and begins benchmarking to 'best in class ' practices at 
the product des ign and development stage itself. Identifi cation 
and cho ice of raw materials is preceded by a ri gorous validation 
of co nformity to exac ting product spec ifi catio ns . lTC's 
man ufacturing facilities are state-of-the-art. New generation 
machines and computer control led process equipment ensure 
product quality and consistency. These machines have facilities 
for on line detection, multiple checks during different stages of 
the manufacturing process and rejection of products and batches 
that do not conform to spec ifications. The manufacturing processes 
are subjected to stringent sta ti stica l process contro l systems and 
online quality management systems to ensure that products str ict ly 
conform to spec ifications. An internationally acclaimed Product 
Quality Rat ing System (PQRS) has been institutionalised at all 
manufacturing locations. All aspects of product quality are 
measu red at every stage of the manufacturing process to ensure 
the highest standards. 

After manufacturing, a sample analys is of the final product, w ith 
regard to various parameters and packaging, is carried out at the 
ITC Group Research and Deve lopment Centre (IGRDC) in 
Bangalore, which is recognised by the Counc il of Scientifi c and 
Industria l Research (CS IR). After this ana lys is, the requis it e 
feedback goes to the manufacturing unit s. Once the product is 
in the market, the respective brand manager do a monthly 
ce rtifi ca ti on for compliance with various statutory provisions. 



In the Paperboard s & Spec ialty Papers Bu siness, sa mpl es of 
Company's va lue-added products used for packaging food and 
pharmaceu ti ca l products are tested an nuall y by an independent 
reputed laboratory for compliance with US FDA standards. A ll 
supplie rs of inputs for the manufacture of these va lue-added 
products also have to certify that the supp lies are compatible 
with the prescribed Safety norms. 

In the Leaf Tobacco Business the products are manufactured as 
per customer spec ifications. The customers in th is business are 
large Cigarette Manufacturers and international Tobacco Merchants 
who themselves have well laid down Hea lth and Safety Guidelines. 
Bes ides, both Anaparti and Ch irala GLT plants have been certified 
under ISO 14001 for env ironment management and OSHAS 
18001 for occupational health and safety management systems. 

In the Packag ing & Pr inting Bus iness the products are mostly 
secondary packaging and are designed in consultation with the 
customers. 

In the Hotels Business, po licies are in place to ensure the highest 
standards of customer Health and Safety. The po li cies are 
prominentl y displayed at conspicuous locat ions in the hotel s. 
Customers are encouraged to participate in various Safety exercises 
and activ ities. 

The Foods Business ensures adherence to highest levels of qua li ty 
standards in designing, manufacturing and se lli ng packaged 
branded food products . 

Raw materials are sourced through established interna l/external 
vendors, w ho are periodi ca ll y monitored for qua li ty of supplies. 
Vendors are se lected after eva luation on parameters of qua l ity 
and consistency. 

The Business operates on a model of outsourced manufacturing. 
The base premise of the agreements w ith the manufacturers is 
adherence to quality standards, more stringent than the exist ing 
statutory requirements. Th e qu ality performance of each 
manufacturer is monitored on a da il y basis apart from periodic 
quality aud its. All the manufacturers are encouraged to obtain 
cert ifi ca tion in accord ance w ith HACCP (Haza rd Anal ys is & 
Critical Control Po i nt) requi rements. 16 out of 31 outsourced 
manufacturers have already rece ived HACCP certi fica tion, and 
the rest are in various stages of progress. 

The supp ly chain is designed to ensure highest leve ls of hygiene 
ac ross th e mate ri al/ product handling chain. System for 
identification and destruction of o ld/damaged/defective products 
is strict ly imp lemented and monitored in the entire chain. 

The Li fes tyle Retailing Business ensures adherence to Hea lth & 
Safety Standa rd s in its Products by fo ll ow ing guidelines set by 
International Reta il ers r ight from th e Produ ct Desi gn an d 
Development stage. 

Identifi cat ion and cho ice of Fibres & Fabri cs is preceded by 
ri gorous eva luation of the mill s and their faci li t ies as we ll as 
va li dation of conformity to product specif ica tions drawn out 
through benchmarking conducted w ith assistance of international ly 
accredited Texti le Testing Laboratories. All raw materi als/products 
are tested in lTC's in-house state-of-the-artTesting Laboratory and 
on ly those products conformin g to the standard s set through 
Product Protoco ls are al lowed to pass muster. 

lTC's products are manufactured in state-of-the-art plants equ ipped 
w ith the best-of-breed machineries, with laid down processes 
designed to deliver quali ty as per internationally accepted Statistica l 
Quality Control norms. lTC's products are also eva luated from 
the "Consumer's View Po int" by subj ecting them to an internal 
Product Quality Rating System (PQRS). 

I Consumer Privacy 

While al l the businesses treat customer-related information as 
strictl y Private and Confidentia l, the procedures, management 
systems & compli ance mechanisms va ry in v iew of the diverse 
nature of lTC's businesses. Customer-re lated inform at ion is 
consc iously and discerningl y made avai lab le to onl y those 
indivi duals in the organisation who interface w ith customers and 
require this information to ensure that customers are delighted 
with the fu lfi llment of their exacting needs and requirements. 

Consumer information in the FMCG-Cigarettes Business is galhered 
by nominated externa l agencies on beha lf of ITe. In the process 
of collect ing this information, all contact with the consumer for 
market resea rch is conducted w ith complete adherence to the 
code of conduct stipulated by MRSI (Market Research Society 
of Ind ia). This poli cy applies to al l market resea rch conducted 
across India. 

Specific c lauses on Consumer privacy and confiden tiality of 
information are incorporated in documents li ke Questionnaires 
and Discuss ion gu ides. Compliance w ith these clauses is ensured 
by agree ments w ith agencies, w hi ch require complete 
confident iality of information gathered from the consumer. Access 
to consumer information is restricted and in formation cannot be 
traced back to spec if ic individual s. 

In the LeafTobacco Business, all customer-related data is treated 
as pri vate and confidential. The data is made ava il ab le on ly to 
the authorised Managers, who are all bound by the confidentiality 
c lause . Further, the business has a CRM (B2B Porta l) website 
targeted at its customers . Thi s serves both as an information and 
transaction Portal. Access to al l relevant data pertaining to 
customers - samp le requirements, order, processing, shipment 
and other quality-related information is made access ible through 
a secu red accou nt (spec ific Login ID and Password) o nl y. 

In the Hotels Business, po lic ies & procedures have been clea rl y 
laid dow n to protect the pri vacy of guests. The systems and 
procedures are also regu larl y audited . 

In the Foods Business, consumer information/feedback is gathered 
by nominated external agenc ies on beha lf of ITe. In the process 
of co llecting this information, all contact with the consumer for 
market research is conducted w ith compl ete adherence to the 
code of conduct st ipulated by MRSI (Market Research Soc iety of 
India). This policy applies to all market research conducted across 
Ind ia. The Kitchens of Indi a and Ca ndyman websites state the 
privacy pol icy for the consumer. 

The Lifestyle Retailing Business ensures that all consumer-related 
information is kept private and confidential. Access to the same 
is ava il ab le only to authorised Managers in the organ isation and 
nominated agen c ies w ho interfa ce with th e co nsumer. 

-
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Against the grain of conventional thought, ITC believes that 

there is no inherent contradiction between improving competitive ability 

and making a sincere commitment to bettering society; that it is possible 

to create business models which enmesh these goals in a synergistic 

manner,' that the uniqueness of strategy lies in conceiving such 

integrated business models; that linking business purpose with a larger 

societal purpose serves to align the human resource in a 

multi-dimensional organisation like ITC; and, most importantly, that 

such an approach can be consciously designed to induce 

competitiveness across the value chain, thus creating a much higher 

order of value for all stakeholders, including the shareholders. ~ 

Y. C. Deveshwar 
Chairman 
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Awards and Certifications 

I Awa rds 

The following awa rds, received during 2004-05 , bear testimony 

to the highest standards maintained in the various units of the 

Compa ny and signifi ca nt achievements in all the three areas of 
susta inahi I it y. 

Development Gateway Award 2005 

This award recognises ITC e-Choupal as an exemplary contribution 

towards development and poverty a ll eviat ion leverag in g 
Informat ion and Communica ti on Technologies (ICT). 

CorporJ te' Socia l Responsibility Award from The Energy and 
Resou rce'S Institute (TERI ) 2005 

ITC has won this prestigious award from TERI for its ce lebrated 

e-Choupal initiative. It provides impetus to susta inab le development 

and encourages ongoing social respons ibility processes within 
the corporate sector. 

Greentet h Safety Gold Award in the Manufa cturing Category 
2004-05 

lTC's leaf processing plant at Chira la has won this award for the 

third time, in recognition of lTC's outstanding track record in the 

areas of Occupational Hea lth and Safety. 

Green tech Safety Gold Award 2004-05 

lTC's leaf processing plant at Anaparti has won this award for 
the first time in the year 2004-05. 

Golden Peacock G loba l Award for CSR in Emerging Economies 
2005 

ITC has won this award for two of its unique initiatives that are 

impactfull y transforming lives and landscapes in rural India: 
e-Choupa l and social and farm forestry. 

-

Wharton- Infosys Business Transformation Award 2004 

Instituted by Infosys Technologies and the Wharton School of the 

University of Pennsylvania, lTC's e-Choupal has won the award 
for the Asia Pacific region. 

Inaugura l 'World Business Award ' 2004 

ITC e-Choupal won the inaugural awa rd insti tuted in support of 

th e United Nation's Millennium Development Goa ls. 

Br iti sh Safet y Counc il 's Sword of Honour and Star Rating~ 

• S Star Rating & Sword of Honour 

Saharanpur, Bangalore and Kidderpore cigarette factories; Chiral.l 

leaf processing plant and Munger printing factory 

• 5 Star Rat ing 
Tiruvotti yur packaging fac tory 

• 4 Star Rat ing 
Anaparti lea f process ing plant 

Royal Soc iety for the Prevention of Acc idents (ROSPA ): 
Gold Awards 

Bangalore, Saharanpur, Munger and Kidderpore cigarette factories, 

and ITC Group Resea rc h & D eve lopment Ce ntre . 

Ministry of Power, Govt. of India: ational Energy Conservation 
Award 2004 (Pulp & Paper Sector) 

The Paperboards unit, Bhadrachalam rece ived the Second prize. 

Bihar State Pollution Contro l Board, PatnJ , Bihar: IndustriJI 
Pollution Contro l Award (2003-04) 

Cigarette factory, Munger 

ClI : National Award for Excellence in: 

Energy Management 2004 

• Paperboards unit, Bhadrachalam 

Water MJnagement 2004 

• Cigarette fa ctory, Saharanpur 



The U .S. Green Building Counc il (Leadership in Energy and 
En vironment Desi gn, Green Bui lding Rating System) - LEED V2 
Pl atinum Rating 

ITC Centre - Gurgaon. The onl y building in the world of this size 
to win the Platinum Rating. 

CII & Hyderabad M etropo litan Water Supply & Sewerage Board 
Hyderabad Water Conserva ti on Awa rd 2005 

ITC Hotel Kakatiya Sheraton & Towers 

Centre for Science & Environment - Green Rating 

The Paperboards unit, Bhadrachalam was ranked First in the 

Indian Pulp & Paper sector and presented the 3 Leaves Award for 
eliminating the use of elemental ch lorine. 

!.ENTRl fOR SCIENCE ANti I NVIRONMlNT 
GRHN RAliNG PROJECT 
AWARDS 3 LEAVES 

to 

ITe LTD - PAPER80ARDS AND SPECIALITY PAPERS 
DIVISION, 8HADRACHALAM UNIT 

tOt ~*,..."p In Upgfadu''Q te<hnok)qv 
to el,rru~t(' .ftotnf'nul chtotlM ~ 

for lnlU,tl¥t In Pfomotlng f,fln tOf'Htty 

f'reiented by Shn K R N.raYlinaA 
fC)fm('f PrHtdtnt of tnctla 

Federation of Hotel & Restaurant Association of India: Environment 
Champion of the Year 2004 

Winner 

• ITC Hotel Grand Maratha - Mumbai 

Runner up 

• Fortune Resort Bay Island - Port Blair 

Greentech Foundati on 

• Safety : Platinum Awa rd 2003-04 

ITC Hotel Maurya Sheraton - New Delhi 

• Safety: Gold Awa rd 2003 -04 

C i gare~te factories at Munger and Kidderpore; leaf processing 
plant at Ch irala 

• Sa fety: Silver Award 2003-04 

WelcomHotel Rajputana Palace Sheraton, Jaipur 
Welcomgroup Mughal Sheraton, Agra 

• Env iron ment Exce llence : Gold Awa rd 2003 -04 

Cigarette factor ies at Saharanpur and Munger; leaf processing 
plant at Ch irala; paperboards unit, Bhadrachalam 

• Environ ment Exce llence: Sil ver Award 2003 -04 

ITC Hotel Grand Maratha 

Printing factory at Munger 

Golden Peacock Awards: Envi ronment Management Award 2004 

• Mughal Sheraton 

• ITC Group Research & Development Centre 

I Certifi cations 

The following certifi cat ion s clearly demonstrate that EHS 

management systems in the various units of the Company are in 
line w ith best international practices. 

ISO 14001: Env ironment M anagemen t System 

• All manufacturing units and al l major hote ls of ITC have this 
cert ificat ion. 

• The ITC Corporate EHS Department and the ITC Group Research 
& Development Ce ntre received this certif ication in 
2004-05. 

O HSAS 18001 : Occupational Hea lth & Safety Management System 

• Leaf processing plants at Chira la and Anaparti were already 
certified. 

• All the other manufacturing units of ITC and the Corporate 
EHS Department received the OHSAS 18001 certifi cation in 
2004-05. 

SA 8000: Soc ial Accoun tabil ity System 

• Leaf processing plants at Chirala & Anaparti already had this 
certification. 

• The ciga rette factory at Kolkata has been certified in 2004-05 . 



Memberships and Affiliations 

ITC Limited is an active member of (or registered with) a number of industryl Business Associationsl profess ional bodies, some of which are listed below: 

• Agricultural & Processed Foods Export Development Authorit y 

• All India Management Assoc iation 

• Andhra Pradesh Chamber of Commerce 

• Andhra Pradesh Oil Millers Assoc iati on Limited 

• Apparel Export Promotion Counc il 

• Asia n Packaging Federation 

• Assoc iated Chambers of Commerce & Industry 

• Bangalore Chamber of Commerce & Industry 

• Bihar Chamber of Commerce 

• Bihar Industries Association 

• Bihar State Producti vity Counc il 

• Bombay Chamber of Commerce & Industry 

• Ca lcu tta Management Associat ion 

• Chemica ls & Plastics Export Counc il of India 

• Cent ral Food Technologica l Research Inst itute 

• Coa l Consu mers Association 

• Cochin Chamber of Commerce 

• Coffee Board 

• Coffee Exporters Association 

• Coffee Futures Exchange of India 

• Coimbatore Management Association 

• Coimbatore Producti v ity Council 

• Confederati on of Ind ian Industry 

• Cou ncil for Fair Business Practices 

• Eastern India Shippers Association 

• Federat ion of Andhra Pradesh Chambers of Commerce & Industry 

• Federation of Hotels & Restaurants Association of India 

• Federation of Indian Chambers of Commerce & Industry 

• Federation of Indian Export Organisations 

• Federation of Industries and Commerce of North Eastern Region 

• Federation of Jharkhand Chambers of Commerce & Industry 

• Federation of Karnataka Chambers of Commerce & Industry 

• Federation of Madhya Pradesh Chambers of Commerce & Industry 

• Guja rat Chamber of Commerce 

• Hotel Associa tion of India 

• Indian Chamber of Commerce 

• Indian Coffee Trade Assoc iati on 

• Indian Confectionery Manufacturers Assoc iation 

• Indian Industries Association 

• Indian Institute of Packaging 

Indian Merchants Chamber 

• Indian Oil & Produce Exporters Assoc iati on 

• Indian Paper Manufacturers Association 

• Indian Society of Advertising 

• Indian Tobacco Association 

• Indian Vegetab le O il Processors Assoc iati on 

• Indo-American Chamber of Commerce 

• Indo-Australi an Chamber of Commerce 

• Indo-German Chamber of Commerce 

• International Chamber of Commerce 

• Internat ional Li fe Science Institute 

• Jammu & Kashmir Chamber of Commerce 

• Kerala Management Association 

• Leatherhead Food International, UK, Research Organisation 

• Loss Preven ti on Association of India 

• Madras Chamber of Commerce & Industry 

• Madras Management Association 

• Madras Printers and Lithographers Assoc iation 

• Maharashtra Chamber of Commerce & Industry 

• Maharashtra Economic Development Council 

• Marine Products Export Development Authority 

• Nagpur Vidharbha Cochin Chamber of Commerce 

• National Counci l of Applied Economic Resea rch 

• National Safety Council 

• Pacific-Asia Trave l Association 

• Paper, Film, Foil Convertors Association 

• PHD Chamber of Commerce 

• Seafood Exporters' Association of India 

• Snack Foods Assoc iation 

• Solven t Extractors Association of India 

• Soyabean Processors Assoc iati on of India 

• Sp ice Board 

• The Bengal Chamber of Commerce & Industry 

• The Central O rganisat ion for Oil Industry and Trade 

• The Energy & Resources Institute 

• The Groundnut Extractions Export Development Association 

• The Utkal Chamber of Commerce & Industry 

• The Visakhapatnam Chamber of Commerce & Industry 

• Tamil Nadu Electri city Consumers Assoc iat ion 

• Uttar Pradesh Chamber of Commerce 

• West Benga l Sta te Productivity Council 



r. 

lTC's miss ion is to susta in and enhance the wea lth-generating 

capac ity of its portfolio of businesses in a progressively globalising 

environ ment. As one of India's premier corporations employ ing 

a vast quantum of soc ietal resources, ITC seeks to fulfil a larger 

ro le by enlarging its contributi on to the soc iety of whi ch it is a 

part. The trusteeship ro le related to soc ial and environmenta l 

resources, aligned to the pursui t of economic object ives, is the 

cornerstone of lTC's Environment, Hea lth and Safety philosophy. 

lTC's EHS philosophy cognises for the tw in needs of conservati on 

and creation of product ive resources. 

In the multi -business contex t of ITe, Corporate Stra teg ies are 

des igned to crea te enduring va lu e fo r the nat ion and the 

shareho lder, through leadership in each bu sin ess and the 

attainment of world-c lass competi tive capabili ties across the 

va lue chain. The objecti ve of leadership extends to all facets of 

business operati ons inc luding Environment, Hea lth and Safety. 

ITC is, therefore, committed to condu cting its operati ons w ith 

due regard for the environment, and providing a safe and hea lthy 

workplace for each employee. Va ri ous international and nationa l 

awards and accreditati ons stand testimony to lTC's commitment 

to EH S. Such extern al recogniti on further reinforces the need to 

direct the co ll ecti ve endeavour of the Company's employees at 

all levels towards sustain ing and continuously improving standards 

of Environment, Hea lth and Safety in a bid to attai n and exceed 

bench marked standard s, w hether regul ato ry or otherw ise . 

In parti cul ar, it is lTC's EHS poli cy : 

• To co ntribute to sus tain ab le deve lopm ent through the 

establi shment and implementati on of environment standards that 

are sc ientif ica ll y tested and meet the requi rement of releva nt 

laws, regulations and codes of practi ce . 

• To take account of environment, occupational hea lth and safety 

in plann ing and dec ision-making. 

lTC's EHS Policy 

• To provi de appropri ate training and disseminate informati on 

to enable all employees to accept individual responsibility for 

environ ment, hea lth and safety, imp lement best practi ces, and 

work in partnership to create a culture of continuous improvement. 

• To instil a sense of duty in every emp loyee towa rds personal 

safety, as well as, that of others w ho may be affected by the 

employee's acti ons. 

• To provide and maintain fac ili ties, equipment, operations and 

working conditions w hich are safe fo r employees, v isitors and 

contractors at the Company's prem ises. 

• To en sure sa fe han dling, storage, use and d isposa l of all 

substances and materi als that are classified as hazardous to hea lth 

and environment. 

• To red uce waste, conserve energy, and promote recyc ling of 

materi als wherever poss ible. 

• To institute and impl ement a system of regu lar EHS audit in 

order to assure compliance with laid down po licy, benchmarked 

standards, and requ irements of laws, regulat ions and appli cable 

codes ot practi ce . 

• To proactively share informati on w ith business partners towards 

inculcating world-class EHS standards across the va lue chain of 

whi ch ITC is a part. 

All employees of ITC are expected to adhere to and comply w ith 

the EHS Policy and Corporate Standards on EHS. 

lTC's EHS Poli cy extends to all sites of the Company. It w ill be 

the overall responsibil ity of the D ivis ional/SB U Chief Executives, 

through the members of their Divisional Management Committees, 

General M anagers and Unit Heads, to ensure implementation of 

this Policy and Corporate Standards on EHS, includ ing formation 

of va ri ous committees and designating individuals for spec if ic 

responsibiliti es in respect of their D iv ision/SB U. 

The Corporate EHS Department is responsible for rev iewing and 

updating Corporate Standards on EH S, and for providing guidance 

and support to all concerned. 



CRI Core Indicators - Index 

Indi( alor Numbpr 

Vi"dOIl ,mel ,tralcH) 

1. 1 Statcment of Ihe orwmisJ lion 's 
vio;;ion Jnd str.ltegy regarding 
'iustainable development 

1.2 Sialemeni from Ihe CEO describing 
kl'y elemen ls of Ihe report 

Prolill' 
Organisational Profile 
2. 1 N~llllC' of reporting organis.ltioll 
2.2 M<ljor produu'i Jlld/or serv ilC's, 

including brands if appropri(lte 
2. i Oper.ltiona l c; trullure of th(' 

{)rganiSJIIOn 
2.--1 DcsuiptlOIl of m.1 Jor divisions, 

opt'rJling (olllp~l ni es, su bsidiartes 
,mel joint ventures 

2. S Countri es in whi th the org.l nisa tion 's 
operation..:; arC' loca ted 

2.6 Nalure of olVnership; lega l form 
2.7 N.lture of IllMkels served 
2.8 Sca le of the reporting orga nisation 
2.9 lisl of slakeholders, key Jt lribules of 

('alh, and relationship to the 
reporting orga ni 'iJlion 

Reporl Scope 
2. 10 Conlacl person(s) for Ihe reporl , 

including e-ma il Jnd web oddresses 
2. I I Reporting period 
2. 12 DO le of previousreport 
2. I 3 Boundaries of report , 

(countries/regions, produc.ts/ 
services etc.) and any speci fic 
lim itations 

2. 14 Significant changes in size, st ructure, 
ownership 

2. 15 Basis for reporti ng on joint ventures 
etc. affecting comparabil ity from 
period 10 period 

2.16 Explanalion/nature of Jny 
re-statements of earlier reports 
le.g. mergers/ ocquisitions) 

Reporl Profile 
2. 17 Decisions nollo apply GRI 

principles/protocols in Ihe 
preparalion of Ihe report 

2. 1B Crileria/definitions used in 
account ing for cost/benefi ls 

2.19 Signi ficant changes in measurement 
melhods 

2.20 PolilY and inlernal practices 10 
C'n hJllce .1C<...uraLY, completeness 
and reliabilily 

2.2 1 Policy and current practice on 
Independen t assurance 

2.22 Means by which report users ca n 
obta in additiona l Information 

C()\i(,fIl.l l1( (. )trlJ( tUl'l' ,lnd (\, \ ,111.1).:<'111(,111 ~\ ~I ('m.., 

Structure and Governance 
1. 1 Governance structure of the 

organisation (incl. major committees) 
1.2 Percenlage of Ihe Board of Direclors 

(Supervisory Boord) thai arc 
independent! non-exe<...utive directors 

3.1 Process for delermining 
the experlise of board members 10 gu ide 
strategic direction 

'1.4 Board-level processes for overseeing 
economic/environmental/social risks 
and opportunities 

Pagc/RI'I11Mks 

1-2 

1-2 

6 

6-8 

16 

6-8 

India 
') 

6-B 
6-8 

9-11 

13 
12 
13 

12 

NA 

NA 

NA 

NA 

NA 

NA 

13 

13 

13 

16-2 1 

IB 

17- 1B 

17- I B 

Indicalor Number 

3.5 Linkages between executive 
compensation and achievement of 
non-financial goals 

3.6 OrgJnisJlional 
structure/responsibi lities for 
oversight, implementation and audit 
of relevant policies 

3.7 Mission/va lues/codes of 
conduct/principles and status of 
implementation 

3.B Mechonisms for shareholders to 
provide relommf'ndations to Board 
of ManJgement 

Siakehoider Engagemenl 
1.9 Basis for identification and selection 

of major slakeholders 
3.10 Approoches to stakeholder 

consultation in terms of frequency of 
consu ltations by type 

3. I I Type of information gencroled by 
stakeholder consul tations 

3. 12 Use of information resulting frorn 
stakeholder engagements 

Overarching Policies and Management Systems 
3. 13 Explanation of how the precautionary 

principle is addressed by the 
organisation's policies 

3. 14 Subscriplion to externally 
developecVvolunlary 
charters/pri ncipleS/i n it i at ives 

3. 15 Principal industry and business 
association membership 

3. 16 Polic ies/syslems for supply chain 
management and product stewardship 

3. 17 Approach to managing indirect 
impacls resulting from 
activities 

3.1B Major decisions regarding locations 
or changes oi operations 

3. 19 Programmes and procedures for 
improvement programmes/actions 

3 .20 Status of certification of environment, 
labour, social accountability 
management systems 

Economic Pcriorm<ll1<.e Incii<'.1t{)r.:;; 
Customers 
Eel Nel sa les 
EC2 GeographiC breakdown of key 

markets 

Suppliers 
EC3 COSI of all goods, malerials and 

services purchased 
EC4 Percenlage of conlracls paid in 

accordance with agreed terms 

Employees 
EC5 Tola l payroll and benefits broken 

down by country/region 
Providers of Capilal 
EC6 Distribulion 10 providers of ca pilal 

broken down by inleresVdividends on 
al l classes of shares 

EC7 Increase/decrease in related ea rnings 
al end of period 

Publ ic sector 
ECB Total sum of taxes per geographic 

region 
EC9 Subsidies received per geographic 

region 
EelO Donations to community/Civil society, 

broken down in lerms of cash/ in-kind 

Pagp/Rel11"''' 
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17- 21 , 47, 49 
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27 
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Indicator Number Page/Remarks 

Environmental Performance Indicators 
Materials 
EN1 Total materials used, other than fuel 

and water, by type 
E 2 Percentage of materials used that 

are waste from sources externa 1 to 
the reporti ng organisation 

Energy 
EN3 D irect energy use segmented by 

primary source 
EN4 Indirect energy use 
Water 
ENS Total water use 
EN6 Location and size of land owned, 

leased or managed in bio-diversity rich habitats 
EN7 Description of the major impacts on 

biodiversity in terrestrial, freshwater 
and marine environments 

Emissions, Effluents and Waste 
EN8 Greenhouse gas emissions 

ENg Use and emissions of ozone­
depleting substances 

EN10 NOx, SOx and other Significant air 
emissions by type 

EN11 Total amount of waste by type and 
destination 

12 Significant discharges to water by type 
13 Significant spills of 

chemicals/oils/fuels in terms of total 
number and total volume 

Products and Serv ices 
EN14 Significant environmental impact of 

principal products and services 
EN 15 Percentage of weight of products 

sold reclaimable/reclaimed aher use 

Compliance 
EN1 6 tncidents of and fines for non-compliance 

associated with environmental issues 

Social Pertormance Indicators - Labour Pra(IKe~ ~1nd Decent Work 
Employment 
LA 1 Geographical breakdown of 

workforce, where possible by 

38 

38 

29 
29 

32 

37 

37 

31 

37 

37 

35-36 
34 

34 

NE 

NE 

38 

region!country!status 45 
Labour!Management Relations 
LA2 Net employment creation and 

average turnover segmented per 
region/country 45 

Health & Safety 
LA3 Percentage of employees 

represented by independent trade 
union per region/country 45 

LA4 Policy and procedure on information, 
consultation with employees 
(e.g. restructuring) 45 

LAS Practices on recording/notificat ion of 
occupationa l accidents/diseases 
(relation to tLO) 46-47 

LA6 Description of formal joint hands 
committees! proportion of workforce 
represented in committees 47 

LA7 Standard injury, lost day and absellt 
rates and work-related fata liti es 46 

LA8 Description of policies or 
programmes (for the workplace and 
beyond) on HIV/AIDS 48 

Training & Education 
LA9 Average hours of training per yea r 

per category of employee 49 

NA: Not Applicable NE: Not Evaluated 

Indicator 'Jumber 

Diversity and Opportunity 
LA 10 Dpscription of equal opportunity 

poliCies or programs 
LA 11 Cc.mposit ion of senior management 

and corporate governance bodies 
(including board of directors) 

Human Ri~ht5 
Strategy and Management 
HR1 Description of pol icies, corporate 

structure on human rights and 
monitoring mechanism and results 

HR2 EVidence of consideration of human 
rights (i nvestmenVprocuremenV 
suppliers/contractors) 

HR3 Description of policy 011 human rights 
for supply chain and contractors; 
monitoring systems/results 

Non-Discrimination 
HR4 Description of global policies 

preventing all forms of discri mination 
and monitoring systems/resu lts 

Freedom of Association/Collective Bargaining 
HR5 Description of policies on freedom of 

association and programs 

Child Labour 

HR6 Descript ion of policy excluding child 
labour, monitoring systems and 
results 

Forced and Compulsory Labour 
HR7 Description of policies on forced and 

compulsory labour, monitoring 
systems and results 

Socictv 
Community 
SOl Description of policy on community 

impact, programs and monitoring 
systems and resu Its 

Bribery and Corruption 
S02 Description of policy on bribery and 

corruption, and compliance 
mechanisms 

Politi cal Contributions 
S03 Description of policy for managing 

po itical and lobbying contributions, 
and compliance mechanisms 

Customer Heal th and Safety 
PR1 Description of policy on customer 

health and safety through products 
and services, and results 

Products and Services 
PR2 Description of policy on product 

information and labelling, and 
compliance mechani sms 

Respect for Privacy 
PR3 Description of policy and 

management system for consumer 
privacy, and compliance 
mechanisms 

Page/Remarks 

43 

17-20 

43 

2 1,43 

43 

43 

44 

44 

44 

40-42 

44 

44 

50-5 1 

50 

51 



Independent Assurance Report 

Objective of Review 

We were asked by the M anagement of ITC Limited (" ITC") to 

provide an " Independent Assurance" for its Corporate Sustainability 

Report ("Report") for the peri od April 1,2004 to March 31,2005. 

The rev iew was ca rri ed out in line w ith current and emerging 

expectations fo r sustainability reporting as outlined in Global 

Reporting In itiative's ("G RI ") 2002 Guidelines ("Guidelines") and 

embodied in the eleven Reporting Princ iples of Part B of GRI 

(" Reporting Princi ples"). 

Responsibilities during Review 

The M anagement of ITC is responsib le fo r the co ll ect ion and 

presentati on of the financial and non-financial in fo rm ati on in 

the Report. Ou r responsibility, as agreed w ith the M anagement, 

is to ex press co nc lu sions w ith limited ass urance on se lec t 

data and informati on contained in the Report in accordance 

with th e In te rn at ional Standard on Ass urance Engagements 

3000 (" ISAE 3000"). 

Th e Repo rt and its contents are th e responsibili ty of the 

management of ITC, while the Independent Assurance Report is 

the responsi bility of Pricewa terhouseCoopers Pri vate Limited. 

Scope of Review 

The scope of the rev iew included: 

a) Review of certain statements and data relating to lTC's 

operati ons and to provision of limited assurance in respect 

of th ese statements and data; 

b) Check ing of monitoring and report ing proced ures to 

support reli abl e disclosure in the Report; 

c) Assessment whether the Report prov ides an appropri ate 

representati on of ex ist ing polic ies in the areas of human 

resources, env ironment and commun ity invo lvement; 

d) Checking of the data stated at the fo ll owing indica tors: 

• Total amount of waste by type and generation (EN 11 ) 

• Env ironmental Perfo rm ance o f suppli ers (EN 33) 

• Po li c ies and Prog rams fo r HIV/A ID S (LA 8) 

• Average hours of training (LA 9) 

• Human ri ghts during investment/procurement (HR 2) 

• Human ri ghts perfo rmance wi thin the suppl y chai n 

(HR 3) 

• Non-di scriminati on in operati ons (HR 4) 

• Freedom of Assoc iati on (HR 5) 

• Chil d Labour (HR 6) 

• Forced and Compul sory Labour (HR 7) 

• Impact on Communi ties (SO 1) 

• Poli tica l Contributions (SO 3 and SO 5) 

Basis for Assurance 

We pl anned an d perfo rmed our work in accordance w ith the 

ISAE 3000 to obtain limited assurance. 

Sin ce the Report has been prepa red in line w ith GRI 2002 

guidelines, hence these Guidelines and the Reporting Princip les 

formed the bas is for prov iding assurance. 

We sought all informati on and expl anati ons that we considered 

necessa ry to prov ide suffic ient ev idence for us to ascertai n that 

the above indi cators were consistent w ith the act iv it ies in the 

units for the fin ancial peri od; and were documented and stated 

in accordance w ith the guidelines stated under their environmental 

and soc ial po li cies . 

Assurance procedures carr ied out 

Our work consisted of: 

a) a desktop rev iew of extern al economic, environmental and 

socia l issues faC ing ITC; 

b) interv iews w ith se ni o r m anage ment respo nsibl e fo r 

env ironmental, marketi ng, safety, supp li ers/partners, lega l, 

human resource and finance related issues; 

c) examinati on of documentati on on economic, environmental 

and social po licies, practi ces, performance, governance etc.; 

d) an und ersta ndin g and assess ment of sys tems fo r da ta 

generation, co llecti on, analys is, conso li da ti on and reporting 

at business unit, div isional and group leve l; 



e) review and sample testing across five sites of twelve indicators 

and associated statements presented in the Report at ENll , 

E 33 , LA 8, LA 9, HR 2, HR 3, HR 4, HR 5, HR 6, SO 1, 

SO 3 and SO 5 as mentioned above in light of the findings 

from the desktop review, si te v isits, and our cumulative 

know ledge of the industry and th e Group's operat ions; 

f) review of conclusions drawn from data and corresponding 

statements for select indicators in the context of completeness 

and reliability. 

However, the assurance process did not include the involvemen t 

of any of the major stakeholder groups. 

The data and graphs on financial performance, as speci fi ed in 

the report under Economic indicators, are properly derived from 

th e audited 200 5 financial statements of ITC Limited. 

Parties responsible for Assura n ce Engagement 

Our engagement was carri ed out by a multi-disciplinary team of 

requisite sk ill s and experience. 

The assurance engagement was led by Dr. P. Ram Babu, employed 

with PwC with over 25 yea rs experi ence in Corporate Sustainability 

M anagement and Reporting Systems. The engagement execution 

was coo rdinated by Dr. Muna Ali and exec uted by PwC's 

sustainability team. 

Conclusion 

a) On the basis of the work undertaken, nothing has come to 

ou r attention that wo uld ca use us no t to believe th at: 

• The information cited at indicators ENll , EN 33, LA 8, LA 9, 

HR 2, HR 3, HR 4, HR 5, HR 6, SO 1, SO 3 and SO 5 

in the Report has been fairl y stated. 

• The Report presents a fair and balanced account of lTC's 

materi al sustainability performance. 

• ITC has established a cl ear business planning process which 

is being cascaded from the corporate to its multi-business 

uni ts . Objectives and targets have been set to articulate 

lTC's business prioriti es, which include sustainability issues. 

• Th e Co rporate Manage ment Committee rev iews the 

sustainability policies, aspects and performance; and sets 

the tasks for the executive management. The Corporate 

M anagement Committee reports directl y to the Boa rd of 

Directors of ITC. 

b) ITC has shown leadership and commitment in developing the 

rural economy. Significantly, this has been reflected in lTC's 

e-Cho upal and Choupal Sagar initi atives th at employ 

information technology to a l ign farm o utputs wit h 

market demands. 

c) ITC is wo rki ng towards becoming a zero so lid waste 

organ isation . In order to realise this goa l, it is recommended 

that ITC ensure the fo llowing: 

• Un iform ity in waste categori sation within all its units in the 

Hotels business 

• Su sequent destinations and uses (including end of life) for 

th e so lid waste leav in g the premises of its units. 

d) Whilst ITC has formulated socia l policies as required by the 

Guidelines, its transmission, and arti cul ati on of associated 

programmes for al l its units needs to be further strengthened. 

Signature: 

Name: Dr. P. Ram Babu 

Sustainabl e Business Solutions 

Pri cewa terhouseCoopers Pvt. Ltd . 



ITC Limjted 

Enduring value. 
For the nation. For the shareholder. 

We owe this global 
award* to 3.5 million 

Indian farmers 
ITC is the first Indian company and the second in the world to win the prestigious Development Gateway Award 
2005. For its path breaking 'ITC e-Choupal' initiative. Chosen from 135 nominations, e-Choupal stands out as a 

transformational model that fosters inclusive growth and enhances the wealth creation capability 
of India's rural communities. Empowering 3.5 million farmers in 31,000 villages across 
7 states through 5,200 installations. 

This award reaffirms lTC's commitment to poverty alleviation and sustainabi lity. A commitment 
beyond the market. A conviction that country must come before corporation. Of a true pride 
in being Citizen First. 

Let's put India first--------- -

ITC Limited 

Citizen 
First 

"The Development Gateway Award, previously known as the Petersberg Prize, is give n by the Development Gateway Foundation, Washington, an independent 
not-for-profit orga ni sation which helps improve people's lives in developing countries by bui lding parmerships and information systems that provide access to 
knowledge for development. It was conceived by the former World Bank President James Wolfensohn and initially deve loped under the aegis of the World Bank. 

For additional copies, please w rite to the Corporate Communications Department, ITC Limited, 37 J.L. Nehru Road, Kolkata 700 071 

January 2006 
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