Soclety

Management Approach

Policy:As a large Indian enterprise, ITC is uniquely positioned
to contribute to public policy, which it does through active
participation in a number of fora. Its size also enables it to
influence the process of development and contribute to
sustainable growth in the areas in which it operates, thereby
helping to transform the lives of a large number of people and
communities. [TC's objective of making a positive contribution
to the society where it operates is served by aligning its
own operations with interventions and initiatives aimed at
creating sustainable livelihoods through farm and non-farm

based activities.

Striding a wider canvas in the interest of the nation, ITC is
committed to ensuring the preservation of India’s unique
cuftural heritage through various initiatives to promote, encourage

and keep cultural traditions alive.

With such a diverse and critical social agenda, all ITC employees
have the obligation to display high levels of integrity and ethical

behaviour.

Responsibility It is the overall responsibility of the Corporate
Management Committee to ensure that its investments in the
social sector are an integral part of the Company’s corporate
strategy. Division-level initiatives respond to local needs and
are monitored by the Divisional Management Committees
and implemented through their local units in conjunction with

the Corporate Human Resources Department.

The Corporate Management Committee and the Divisional
Management Committees are responsible for reviewing and
updating Corporate Standards on social and cultural
development, and updating standards and guidelines for work
in these areas as well as for providing guidance and support

to all concermed.

Managemenihe Corporate Management Committee is the
primary custodian of ITC's social initiatives. Implementation
is reviewed periodically at the Unit, Divisional and the CMC
levels. A dedicated team in the Corporate Human Resources
Department provides specialist services to assist in
implementation and monitoring of projects. The Units are
responsible for responding to specific needs spelt out by local
communities and implementation is monitored by the Divisional
Management Committees. In discharging social responsibility

projects, all applicable rules and regulations are complied with.

Training & AwarenessEmployees engaged in social
development initiatives are given regular training both to
enhance their domain knowledge and improve management
skills. Details of social development work being done is posted
on the ITC portal. Society is made aware of these projects
and programmes through the circulation of a brochure called

Transforming Lives and Landscapes’.

Monitoring & Follow-upRegular monitoring and follow-up
is undertaken by Corporate Human Resources. External
accounting firms undertake quarterly financial audits. External
audit firms and the Internal Audit function of the Company

carry out system audits regularly.

Objective: The primary focus of ITC's Social Development
Initiatives is to create sustainable sources of farm and off-farm
livelihoods and to improve the social infrastructure especially
in areas where it impacts women and children. In pursuit of
these objectives, the following goals have been set for the

next five years:

® Web-enable 10 million farmers through 20,000 e-Choupals
in 100,000 villages.
® Bring at least 50,000 hectares under soil and moisture

conservation practices.
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® Transform at least 1,00,000 hectares of wastelands into On_gOI ng OperathnS &
productive and revenue-generating assets for the poor. .
Community Engagement

® Create at least 10,000 women entrepreneurs with a
sustainable source of supplementary incomes. Rural households who engage with the Company through its

o Improve the genetic stock of at least 150,000 cattle through agri-operations in the course of its business, comprise millions

artificial insemination practices of farmers. In the case of manufacturing operations, the

communities falling within a |5 km radius are considered as
® Provide supplementary education support services to at

least 100,000 children.

direct stakeholders.

A liaison officer is available at every location with direct access

In its endeavour to preserve India’s cultural and artistic heritage, ) N )
to the Unit Head. Communities are encouraged to share their

ITC will also continue to ensure that its initiatives in the areas ) L o
feedback with this individual. Participatory surveys are undertaken

of preservation and promotion of Indian music, art and theatre o .
to assess the needs/aspirations of such communities. Partner

are strengthened. ) }
NGOs serve as one of the most important agencies for
Context: A high level of community involvement creates long providing regular stakeholder feedback to the unit managers
term enduring partnerships that contribute to creating a stable as a result of their grassroots engagement with such communities.
environment for its operations. ITC's commitment that extends ) ) )
ITC responds to this feedback through a comprehensive social

beyond the market enhances the Company's credibility in the )
development programme that addresses most needs voiced

minds of stakeholders and policy makers. ITC's focus on Social ) )
through these feedback mechanisms. These have been detailed

Development and on preserving India’s heritage is also a key ) )
in the next section.
element of its employee value proposition which helps in the

attraction and retention of quality talent.

Impacts of Operations

on Communities
New projects

During the reporting period, the two significant projects under
implementation were the composite project at Uttaranchal

and the construction of a major hotel in Bangalore.

Prior to the implementation of all these projects, independent
parties carried out environmental impact assessments. Public
hearings were also conducted at both the sites to take on
board the concerns of the local community and other civil

society groups.
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Community Development

Mission Sunehra Kal

[TC's social development initiatives harmonise the Company's objective of creating shareholder value whilst simultaneously making
a substantial contribution to society. The multiple drivers that have given shape to the strategy and ITC's responses can be

illustrated as follows:

Compelling Agenda Primary Stakeholders Strategic Responses

Indian farmers partnering * Web-enablement of the Indian farmer through

ITC to supply agri-commodities

Creating sustainable value chains
the e-Choupal initiative

* Natural resource management to develop
wastelands and soil and moisture conservation,
and promote improved agricultural practices

* Genetic improvement in livestock productivity

Harmonious community relations Communities residing around * Sustainable livelihoods creation through the

production sites economic empowerment of women;
* Community development with focus on
universalisation of primary education,

health and sanitation

Commitment to * Patronage of classical music, art and heritage

Nation building

Indian society

knowledge to improve the farmer's decision-making ability,

Creating Sustainable
Value Chains

Web-enablement of the Indian Farmer

Through the e-Choupal inftiative, ITC aims to confer the power

thereby better aligning farm output to market demands; securing
better quality, productivity and improved price discovery. The
model helps aggregate demand in the nature of a virtual

of expert knowledge on even the smallest individual farmer. producers' co-operative, in the process facilitating access to

Thus enhancing his competitiveness in the global market. higher quality farm inputs at lower costs for the farmer. The

The e-Choupal initiative, the single-largest information e-Choupal initiative also creates a direct marketing channel,

technology-based intervention by a corporate entity in rural eliminating wasteful intermediation and multiple handling,
India, is transforming the Indian farmer into a progressive thus reducing transaction costs and making logistics efficient.
knowledge-seeking netizen. It enriches the farmer with

knowledge and elevates him to a new order of empowerment. A .
Linking farmers to remunerative markets

A digital transformation

e-Choupal delivers real-time information and customised

Varying grades of wheat have the potential to meet diverse

consumer preferences and therefore generate better prices.
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Nearly 6,000 e-Choupal kiosks reach out to over 3.5 million farmers

But the benefit never trickled down to the farmers because
all varieties were aggregated as one average quality in the
mandis. e-Choupal is now helping farmers discover the best
price for their quality at the village itself. The site also provides
farmers with specialised knowledge for customising their
produce to the right consumer segments. The new storage
and handling system preserves the identity of different varieties
right through the ‘farm-gate to dinner-plate’ supply chain,
encouraging farmers to raise quality standards and attracting

better prices.

Managing Risks through Technology
The risks faced by the aqua farmers, arising from contaminated

soil, wrong levels of salinity in the water or the killer

‘White Spot’ virus, could wipe out an entire shrimp crop,
e-Choupal provided them the support and the know-how to
cope with and manage such risks. Information equips farmers
with comprehensive know-how to keep abreast of food safety
norms to compete in the international market. All these factors
help to neutralise the risks involved in aqua farming. Making
it economically much more attractive, benefiting hundreds of

aqua farmers.

A Dependable Knowledge Partner

Coffee planters in India have been victims of extreme volatility
of the intemational coffee market, especially since price updates
and prevalent trends in coffee trading were not available to

them. echoupal.com has equipped India's coffee planters with

No. of e-Choupals 3298 4959 5880
No. of farmers (millions) 2.00 3.00 3.50
No. of villages 20000 31000 36000
No. of States covered 6 7 9
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appropriate knowledge base and risk management tools.
The site arms them with the latest prices posted on commodity
exchanges like CSCE in New York and LIFFE in London.
Planters have access to technical analysis by experts to help
them comprehend trends, trading ranges and chart patterns
in simple language. Tradersnet, a special link on the site,
brings together a large number of coffee planters, traders and

roasters, creating a virtual market for transparent price discovery.

Continuing the expansion of its rural footprint, ITC scaled up
the total number of e-Choupals to nearly 6,000. The reach of
the initiative has widened to nearly 36,000 villages, empowering
over 3.5 million farmers in the states of Madhya Pradesh, Uttar
Pradesh, Haryana, Uttaranchal, Rajasthan, Maharashtra, Karmnataka,
Andhra Pradesh and Kerala.

During the year, significant progress was made in the marketing
of products and services through the e-Choupal channel,
with throughput doubling to almost Rs 100 crores. The
channel now distributes products from 45 companies — both
public and private sector — in categories ranging from

FMCG and consumer durables to automotive and agri inputs.

Wasteland Development

Social and Farm Forestry : At the close of the planting season
of 2005-06, 2,283 hectares had been brought under plantations

of eucalyptus, subabul, casuarina, bamboo and teak in Khammam

and Prakasam districts of Andhra Pradesh under the Social
Forestry Programme, taking the total to 6,821 hectares. A
total of 8 million saplings were planted during the period, taking

the cumulative total to 27 million.

ITC's social and farm forestry programmes have together

greened nearly 41,000 hectares with over 149 million saplings.

Coverage
No. of new mandals 10 4 5 19
No. of new villages 163 6l 74 298

No. of new beneficiaries 4742 1653 1624 8019
|

Area under Plantations (Ha)

Bhadrachalam Clones 2341 1088 1322 4751
Subabul 477 389 585 1451
Casuarina 40 100 292 432
Bamboo/others - 187 - 187
Total — hectares* 1765 1765 2199 6821

*Additional 34,179 hectares under farm forestry

The collaboration with the Government of Andhra Pradesh
under the aegis of Indira Kranthi Patham, which was piloted
last year, was scaled up significantly and successfully during the
current year with the collaboration contributing nearly 43%
of the total area brought under plantations. The Social Forestry
beneficiaries in Khammam continue to eam generous sums of
money by harvesting mature plantations. Todate, 630 poor
households have harvested 566 hectares with a total yield of
16,000 tonnes. The total value that accrued to the farmers

from the sale of timber was Rs. 2.47 crores.

High yielding clonal saplings are at the heart of ITC's forestry programme

. » i
n -

R
-

' -
%

Sustainability Report 2006 * 77




ITC Limited

Citizen

First

Soil & Moisture Conservation

From 5 projects covering 100 villages during 2004-05, the
activity was extended to | | additional districts covering another
225 villages. The programme today covers |6 districts and
325 villages. A total of 460 water-harvesting structures were
created during the period, taking the total number of structures
to 1,011, This has lead to additional storage capacity of 2.47
MCuM with an irrigation potential of 2,444 hectares benefitting
3,425 farmers.

In order to enhance the quality of interventions by such projects,

a process of technical mapping of micro-watershed in a few

Water Harvesting Structures
Checkdams
Stopdams
Large Percolation Tanks
Village tanks
Nalabunds

Farm Ponds

Small percolation tanks

Number of Structures

Water-user groups
No. of groups

No. of members

Coverage (hectares)
Catchment treated

Command area

Land reclaimed/treated

Beneficiaries
Direct (No. of households)

Indirect (employment mandays)

projects were initiated as pilots. Similarly, ecological and geo-
hydrological studies are also being piloted in a few districts.
Based on these studies, GIS based databases will be prepared
for these districts for more comprehensive planning, monitoring
and evaluation of the project. Such studies will be extended

to all the watershed project sites during the coming years.

Efforts towards capacity building of Water User Groups through
intensive training programmes and exposure visits by the
primary stakeholders are gradually bearing fruit. This is quite
evident in the farmers’ willingness to make cash contributions

towards project costs.

5 148 87 106
= Il 18 29
63 Il 27 101
5 2 3 10
22 42 82 146
224 I'15 199 538
8 29 44 8l

327 224 460 1,011

= 86 213 299
= 1443 3068 4511

873 137 8,980 9,990
5353 2480 2444 10277
1190 189 152 1,531

7899 1498 3425
12606 25540 105862

12822
144008
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Integrated Agriculture Development

ITC, in its constant endeavour to provide value to its farmers,
promotes efficient agricultural solutions for enhancing land
productivity and efficient management of water. Through
these efforts, 235 sprinkler sets and 70 group irrigation wells
were installed during the period, taking the cumulative total
to 325 and 128, respectively. During the period, 2,712 vermi-
compost units and 1,379 NADEP units were established, taking
the cumulative total to 3,102 and 1,663, respectively. 842
new varietal demonstration plots for wheat, paddy and soybean
crops were established for better productivity, taking the
cumulative total to 1,092, Its success is evident from the high

rate of adoption of the new varieties and package of practices.

Livestock Development Programme

With the objective of bringing about a significant increase in
yield rates during the lactation period, ITC stepped up its
breed improvement programme initiated in 2004-05. From
32 Cattle Development Centres (CDCs) at the close of 2004-
05, the number increased to 72 CDCs covering 1,500 villages
during 2005-06. A total of 27,392 Artificial Inseminations (Als)

were conducted during the period, taking the cumulative total
to 46,200. The programme recorded 3,531 live births
during 2005-06, taking the cumulative total to 5,544
high-yielding crossbreds.

34,447 animals were vaccinated against HSBQ and FMD, taking
the cumulative total to 47,731. 14,068 animals were treated
with dewormers, taking the cumulative to 17,480. Of those
animals that were confirmed pregnant, 10,266 were provided
with special mineral supplements as part of the prenatal services.
Capacity building for good animal husbandry practices continued
during the period. Several calf rallies organised in Bihar, UP

and MP showcased the crossbred progenies to thousands of

farmers.

The most significant breakthrough in Munger, Bihar, was that
the tie-up with Sudha Dairy (COMFED) for supply of milk
from this region finally became a reality. Ten milk producers’

societies began supplying milk on a regular basis from December

ITC Limited

Citizen

First

Irrigation
Wells = 58 70
Sprinkler sets = 90 235

128
325

Composting
Vermi = 390 2712 3,102
Nadep = 284 1379 1663
|
Demo plots
IPNM = 207 728 935
Others = 43 I14 157
IAP Trainings 365 244 610

No. of CDCs 10 22
Breed Improvement

No. of Als 963 11068
No. of pregnancies 134 3375
No. of calfing 22 703

40

27392
8999
3531

72

39423
12508
4,256

Vaccination & health programme

HS&BQ - 11034
FMD = 2250
Deworming - 3412
Mineral & Vitamin supplements = 3316
Dry fodder enrichment I3 -
Dehorning — —

22253
12194
14068
10266

206
197

33287
| 4444
17480
13582
219
197

Training & Capacity Building
Training in IAHP
Infertility camps 5

188
245

413
337
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last year. A similar pilot is now under way in Badaun
district with milk societies which have been linked with a

local private dairy.

Harmonious Community
Relations

Sustainable Livelihoods for Women

630 SHGs were operational during 2005-06 with a total
membership of 10,610 women and a total thrift of Rs 34.70
lakhs. During the period, 687 women set up their own self-
employment units and another |,255 were gainfully employed
in micro-enterprises, taking the cumulative total to 2,154 and

1,865, respectively.

Agarbatti production continued to be the major income
generation option for the women. Over 607 women are
directly involved in the production of raw battis supplying
35.94 Mt of raw agarbattis to converters at an average of
about

3 MTs per month. In addition to agarbattis, chunari-making

A chunari-making unit in Saharanpur supported by ITC

has emerged as an important micro-enterprise in Saharanpur.
Chikankari enterprise in Hardoi also witnessed an expansion
during this period. Two new Chikan groups have already
started getting regular work. In addition, a Silaishala (tailoring
training centre) was started in Hardoi with the objective of
promoting stitching as a micro-enterprise linked with the

business cycle of Chikankari. The Chikan cooperative clocked

Micro-Credit Groups

SHGs (cumulative) 269 104 257 630
Members (cumulative) 3561 1789 5260 10610
Savings (cumulative — Rs. lakhs) ~ 10.22 17.06 742 3470
Insurance - 418 693 I, 111
Self Employment
No. of women 1225 242 687 2154
Loans disbursed (Rs lakhs) 25.97 6.56 356 36.09
Micro-enterprises
No. of SHGs 227 100 245 572
No. of women 130 480 1255 1865
Loans (Rs lakhs) 1.00 1290  24.63 3853
Turnover (Rs lakhs) = 743 1942 26.85
Wages (Rs lakhs) - 273 875 11.48




e

ITC's rural education programme supports 37,000 children

Primary Education

In line with the Government's concern for universalisation of
primary education in India, ITC too is making significant
contributions in its operational areas to ensure maximisation
of enrolment and minimisation of school drop-outs by providing

support to state-run primary schools.

A total of 674 supplementary leaming centres, up from 71 in
2004-05, provided extra coaching to about 37,000 primary
school-goers. 1,696 children from poor families received
school uniforms and another 8,969, text/exercise books. A
network of 52 rural libraries and resource centres enriched
the process of leaming for these children. About 42 government
primary schools were provided with infrastructure support
benefiting nearly 6,800 students. The support comprised
mainly of benches and chairs. However, in the case of three
primary schools in Bhadrachalam, Andhra Pradesh, extra

classrooms were also constructed.

Primary Health & Sanitation

452 new toilets were constructed during the year, taking
the cumulative total to 1,741. A total of 3430 under-5 children
and 1,231 at-risk mothers were monitored regularly for
any form of deficiency. 31 health camps addressed the curative
needs of 4,803 villagers. To ensure good quality affordable

health care services, a clinic was set up in Munger during the

Supplementary Centres

Centres 88 6 580 674
Students 7427 2959 36804 47190
School Infrastructure
Benches/shelves 847 340 2108 3295
Electrical facility 21 9 = 30
Compound walls/gates/roof 9 2 51 62
Classrooms 2 2 I'l I5
Toilets 16 3 - 19
Teaching aids = 7 47 54
Sports kits - 21 452 473
Libraries 52 52
Text/Exercise books 5440 2553 8969 1971
Uniforms 2203 1067 1696 4966
Cultural & sports events 848 17 19 884

Toilets 965 324 452 1,741
Saplings 2500 3804 4250 10554
Drip Kits 9 20 — 29
Care of at-risk women 8,396 975 1231 10602
Care of U-5 children 24449 6206 3430 34085
Awareness/Health camps
No. of camps 34 51 31 16
No. of patients 4,005 3482 4803 12290
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Commitment to the Nation:
Preserving India’s Rich Cultural
Heritage

[TC is also actively involved in the preservation and promotion
of India’s rich cultural heritage. The ITC Sangeet Research
Academy, WelcomArt and WelcomTheatre are unique

initiatives to promote Indian classical music and arts.

Indian Classical Music

[TC established the prestigious ITC Sangeet Research Academy
(ITC-SRA) at Kolkata in 1978 with the objective of preserving
and promoting Hindustani Classical Music. It is a pioneering
and unique corporate initiative aimed at creating an institutional
substitute for India's ancient tradition of royal patronage of
the arts. It was also a pathbreaking experiment in reviving
India's age-old tradition of ‘guru-shishya parampara’, a knowledge
management process in which teachers and students live

together to facilitate continuous learning.

Since its inception, ITC-SRA has played a major role in reviving
and nurturing India's rich heritage of Hindustani classical music.
[t has created a residential learning centre that captures the
mood and ambience of the traditional gurukul. At ITC-SRA,
the gurus are still venerated and the shishyas are committed
to dedicated learning. In a telling demonstration of the
effectiveness of the gurukul system, ITC-SRA, in the 28 years
since its inception, has produced several maestros of Hindustani

classical music.

The ITC Sangeet Sammelans, showcasing the best in
Indian classical music, have become an annual feature and

are admired and appreciated by music lovers across the country.

WelcomTheatre

[TC's Hotels business actively supports the cause of theatre.
‘WelcomTheatre', launched more than a decade ago, showcases
the best of Indian theatre productions, especially at the

experimental stage.
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WelcomArt

ITC also supports contemporary Indian art under the banner
of ‘WelcomArt'. The Shristi art galleries located at various [TC-
Welcomgroup hotels regularly sponsor the works of upcoming
Indian artists. WelcomArt also conducts art camps where
senior accomplished artists guide budding talents, often leading

to new discovery of promising young artists.

WelcomHeritage

WelcomHeritage represents some of the best traditions of
heritage hospitality and tourism in India. [TC has supported
and assisted the restoration of over 45 exclusive heritage
destinations, ranging from grand palaces to traditional havelis
and magnificent forts; from adventure-filled jungle lodges to
tea garden homes and quiet nature resorts. All these properties
are steeped in history and are extolled in verse and song by
traditional bards and folk singers. Through this initiative, [TC

keeps local history alive and brings it to the rest of the world.

More information on ITC's contribution in these areas is

available on the Company's website.

Prevention of Corruption at
Workplace

ITC believes that corporations like itself have a responsibility
to set exemplary standards of ethical behaviour, both within
the organisation as well as in their external relationships. The
Company believes that unethical behaviour corrupts

organisational culture and undermines shareholder value.

Policy: All employees of ITC have the obligation to conduct
themselves in an honest and ethical manner and act in the
best interest of the Company at all times. They are expected
to demonstrate exemplary personal conduct. All employees
of ITC must avoid situations in which their personal interest
could conflict with the interest of the Company. Conflict, if
any, must be disclosed to the higher management for guidance
and action. All employees must ensure that their actions in

the conduct of business are totally transparent.




Implementation: The strong corporate governance process
of the Company creates the environment for the formulation
of robust internal systems and procedures in a structured
manner for the conduct of the Company’s business. An
effective policy for prevention of corruption is actualised
through appropriate policies, systems and processes such as
the delegated authority structure as per Corporate Governance
policies, segregation of duties, tiered approval mechanisms,
the involvement of more than one manager in key decisions

and maintenance of supporting records.

All ITC managers are provided with adequate training
inputs to be aware of the systems and procedures and to

ensure compliance.

The custodian of this policy is the Corporate Management
Committee, the Divisional Chief Executives/SBU Heads and
Heads of departments. A core responsibility of the DMCs is
to put in place appropriate control and risk management
mechanisms to ensure that businesses are conducted as per
the Governance Policy and the Company’'s Code of Professional
Conduct. The CEOs/SBU Heads provide confirmation of

compliance with the laid down systems and procedures.

Monitoring & Audit: The Company remains committed to
ensuring an effective internal control environment that provides
assurance on potential risks. ITC's well-established and robust
internal audit processes continuously monitor the adequacy
and effectiveness of the internal control environment across
the Company. Weaknesses or non-compliance, if any, are
identified during the audit process for rectification, thereby
providing crucial inputs for continuous improvements in the
systems and procedures. Significant issues, if any, are brought
to the notice of the Audit Committee together with the
progress made for resolution. Confirmations given by the
businesses to the Board are independently verified by Internal

Audit as per the directions of the Audit Committee.

Compliance during 2005-06: A booklet on ITC's Code of
Conduct, that also contains the policy against corruption, exists
and is periodically circulated to all managers. In addition, it is

posted on the corporate intranet sites and the ITC Portal.

The Audit Committee of the Board met nine times during the
year to review, inter alia, the adequacy and effectiveness of
the internal control environment and monitored implementation
of internal audit recommendations, including those relating
to strengthening of the Company’s risk management policies

and systems.

Instances of corruption involving employees or business partners
were cognised for and suitable action was taken. ITC has a
zero-tolerance approach to proven cases of corruption, resulting

in immediate termination of services.

Public Policy Advocacy

ITC not only participated in a large number of industry fora
to help contribute to debates on public policy and issues
related to TC's businesses, but has also established a number
of institutions — namely the Tobacco Institute of India and the
CIIHTC Centre of Excellence for Sustainable Development —
to promote public debate and shape policies on important

issues concerning industry and the nation.

The Tobacco Institute of India is a tobacco industry
body, which helps support industry norms and Government

policy initiatives.

The CII-ITC Centre of Excellence for Sustainable
Development was set up by ITC in collaboration with the
Confederation of Indian Industry to promote a movement on

corporate sustainability in India and policy advocacy.

A number of senior executives of the Company participated
in various industry fora and expert committees of the
Government. In 2005-06, Mr. Y. C. Deveshwar, Chairman of
the Company, was the President of Cll, and Mr. Anup Singh,
Executive Director, was President of the Indian Chamber of
Commerce. Mr. S. S. H. Rehman, Executive Director, is a
founder President of the Hotels Association of India and was
the Chairman of the Cll Tourism Committee. Mr. K. Vaidyanath,
Executive Director, is a Committee member of the Bengal

Chamber of Commerce and Industry.
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