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The Imperial Tobacco Company of India Ltd 
Speech by the Chairman, Mr . G. H. J. Clarke 

T H E following is the speech of 
the Chairman, Mr. G. H. J. 

Clarke delivered at the Forty-Sixth 
Annual General Meeting of the 
Company held on the 26th Septem
ber, 1957:— 
Ladies and Gentlemen: 

I have much pleasure in welcom
ing you to this the Forty-Sixth 
Annual General Meeting of the 
Company, 

Wi th your approval, we shall 
take the Notice convening this 
Meeting, the Report of the Direc
tors and the Accounts which have 
been circulated, as read and the 
Secretary wi l l now read the Audi
tors' Report. 

Mr. A. H. Davies, who had served 
this Company for over 30 years— 
9 of them as a Director -retired 
from the service of the Company 
early this year. We wish him 
health and happiness in a well-earn
ed retirement. 

The accounts in your possession 
show somewhat less satisfactory 
trading results than did those of 
the previous year, but I believe 
that you wi l l regard the final re
sults now disclosed as acceptable 
in the l ight of present-day circum
stances, bearing in mind the in
creased rates of Company taxation 
operative during the year under 
review and the rising costs which 
I foreshadowed in my speech last 
year. 

The accounts also differ in their 
form of presentation, to accord 
w i th the requirements of the Com
panies Act, 1956. 

During the course of my speech, 
I shall make some further com
ment on both the trading results 
and the form of the accounts addi
tional to that given in the Report 
of the Directors. 

Turning first of all to the Liabi
lities side of the Balance Sheet, 
you wi l l have noted that Fixed Asset 
and Stock Replacement Reserve now 
stands at Rs. 3½ crores, Rs. 34½ 
lakhs of the increase over last year 
representing, as explained in the Re
port of the Directors, that element in 
past Depreciation Provisions Included 
to cover the higher replacement cost 

of fixed assets and the further accre
tion of Rs. 30½ lakhs having been 
transferred out of the profits for the 
year under review. 

You wi l l also notice that the small 
balance standing to the credit of 
Other Revenue Reserves has been 
transferred to General Reserve, 
which latter now stands at close on 
Rs. 4 crores 64 lakhs. 

Security Deposits from Dealers 
and Contractors (Cash) show a re
daction of some Rs. 34 lakhs. This, 
together with the reduction of some 
Rs. 29½ lakhs in Sundry Debtors 
(Secured), reflects the Company's 
policy of refunding cash deposits 
and withdrawing credit which was 
previously given against the security 
of those deposits. 

On the Assets side, under Current 
Assets an increase of some Rs. 82 
lakhs against Manufactured Goods 
is shown, which is the result of 
your Company's policy of holding 
increased supplies of goods available 
at or near points of sale, especially 
where the points of sale are at a 
distance from the point of manu
facture. 

Fixed Assets show a substantial 
increase of some Rs. 80 lakhs indi
cating, as the schedule on pages 16 
and 17 shows, an increased invest
ment of the Company's resources 
in assets pertaining to production 
and distribution. 

Cash and Bank Balances are low
er by some Rs. 55 lakhs, partly 
accountable for by increased expen
diture on fixed assets. 

From the Profit and Loss Account 
you w i l l note that the value of sales 
shows an increase of nearly 6% on 
the 1956 figure, but because of a 
tendency among consumers to turn 
to our lower priced cigarettes that 
increase in value does not match the 
increase in volume of sales. 

However, increased costs and ex
penses, particularly in respect of 
indigenous raw materials, customs 
and excise duties, salaries, wages 
and manufacturing, freight and sell
ing expenses generally, have more 
than outweighed that increase in 
sales value, with a consequential 
reduction in the balance of profit 

and loss available for transfer to 
the Appropriation Account, 

The increase in volume of sales 
is, of course, an encouraging sign, 
but you wi l l have observed that the 
ever-increasing burden of direct 
Company taxation, now inclusive of 
Wealth Tax. requires almost Rs. 16½ 
lakhs more in the year under review 
than in the previous year, and has 
had its serious effect on the net 
profits remaining available for ap
propriation and distribution to the 
shareholders. 

I would like to enlarge briefly on 
Note 5 of the Report of the Direct
ors. The Companies Act, 1956 re
quires the use in published accounts 
of heads of accounts which are not 
in all cases appropriate to your 
Company's type of business in that 
their use does not provide all the 
data required by those responsible 
for day to day management. 

In order to be able to provide you 
with comparative figures for the 
year to 31st March, 1956 under the 
new heads of account required by 
law for the year now under review, 
it has been necessary to make 
certain re-allocations which, as you 
wil l have rioted, are in some cases 
described as approximate. 

In common wi th all industry in 
this country, our own industry is 
closely concerned with the effects 
on the national economy of the 
Second Five-Year Plan. An improv
ed standard of l iving for all the 
people in this country is obviously 
greatly to be desired and is an aim 
which should be of ultimate benefit 
to our trade through the increased 
consumption of our products. For 
some time to come, however, it is 
fairly obvious that we cannot expect 
the impact of the execution of the 
Plan to be immediately beneficial to 
our business. 

A matter of immediate concern 
to your Company is the ever-in
creasing shortage of foreign ex
change. This makes it very difficult 
to continue to keep abreast of 
modern developments in the various 
types of machinery which we use, 
and even to maintain that machin
ery in good working order. Further
more, we may have to abandon, or 
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at least to shelve, a plan for the 
establishment of a new factory, in
tended to enable your Company to 
meet the growing demand for 
cigarettes which we anticipate w i l l , 
in a few years' time, be greater than 
our existing productive capacity w i l l 
be able to supply. Factories are not 
built in a day, and there may be a 
Serious shortfall in supply in the 
visible future if the exchange posi
tion does not improve within a year 
or two. 

We have also to pay regard to the 
r isk of further inflation, the effects 
of which, as I have already indicat
ed, have made your Directors con
sider it advisable to transfer some 
Rs. 30½ lakhs from last year's pro
fits to Fixed Asset and Stock He-
placement Reserve in an attempt to 
maintain the real value of the 
capital employed in the business. 

The execution of the Plan has 
also brought in its t r a in increased 
taxation, both direct taxation on 
companies and, in the case of our 
industry, increased rates of customs 
duty on imported unmanufactured 
tobacco and of tobacco excise duty 
on. unmanufactured tobacco other 
than flue-cured. Many of the other 
raw materials used by your Com
pany, such as paper and board, have 
increased in price following Increases 
in the duties applicable to them; 
consequential increases in rates of 
cigarette excise duties chargeable 
have further affected the cost of 
our finished products. 

A l l such factors combine to make 
it more and more difficult, despite 
the increasing volume of sales, to 
maintain profits at a reasonable 
level and it w i l l be obvious to you 
that the increased volume of sales 
could be put in jeopardy if any 
general increase in the price of your 
Company's products had to be put 
into effect. 

Unt i l , then, we can begin to see 
in greater measure practical results 
beneficial to the country's economy 
emerging from this present Five-
Year Plan, I must tell you that your 
Board view with some concern the 
increasing pressure of higher costs 
of production and the effect of heavy 
taxes on our business. 

In my speech last year I criticised 
the sales taxes levied by States on 
tobacco products both as being an 
undue imposition on an already 
heavily taxed product and on the 
ground that the rates varied widely 
from State to State, If our industry 

cannot be exempted from sales tax
es at least we may welcome the pro
posal that these taxes should be cen
tralised. It is earnestly to be hoped 
however that a result of this re
organisation wi l l not be the imposi
tion of a s t i l l heavier burden on the 
consumer of cigarettes. I have 
mentioned already that a period of 
growing volume of sales has seen 
the consumer turning increasingly 
to less expensive brands, and in this 
mood he is particularly apt, in the 
event of price Increases, to tu rn 
away from cigarettes to goods less 
heavily taxed. I need not enlarge 
upon the implications for your Com
pany and for the national revenue 
of any such development. 

During the year under review this 
industry together w i th a number 6t 
other industries was brought within 
the scope of the Industries (Develop
ment & Regulation) Act of 1951. 
This Act gives the Government ex
tensive powers to Intervene in a 
company's affairs, but it may be as
sumed that these powers w i l l not be 
invoked as long as a business is 
properly and efficiently conducted 
in all its aspects. 

We have noted with satisfaction 
and cordially welcome Government's 
suggestion that a period of freedom 
from upward changes in , taxation 
should lie ahead, thus enabling in 
dustry to avoid the dangers of mis
directed effort and waste, which 
benefit none but which are a natural 
concomitant of uncertainty as to the 
future taxation picture. Given a 
measure of stability in taxation 
matters over the next few years, I 
firmly believe that wi th the co
operation of all our Company's 
employees in str iving for increased 
productivity, the long-term prosper
i t y , of your Company remains assur
ed and that long-term prosperity is 
not only of benefit to you as share
holders, but to a l l ' who may in any 
way be connected wi th the Company 
and its activities. 

During the first five months of the 
current trading year, despite a set
back following the Budget in May, 
sales volume continues to show a 
satisfactory trend, and in conse
quence your Directors feel justified 
in declaring an In ter im Dividend of 
2% free of income tax, in respect 
of the year to 31st March, 1958, 
However, the various factors which 
I have mentioned continue to bear 
adversely on the profitableness of 
your Company's activities, and I 
would ask you not to take the de

claration of this In ter im Dividend 
as a firm indication that the final 
results for the year w i l l Justify a 
total distribution at the same level 
as for the year ended 31st March, 
1957. 

I now beg formally to move the 
adoption of the Report and Accounts 
for the year ended 31st March, 1057, 
including the payment on the 28th 
September next of a F ina l Dividend 
of 3%, free of income tax, on the 
issued Ordinary Shares of the 
Company. 

I shall now ask a member to se
cond the Resolution and when that 
has been done, if anyone has any 
question to put or comment to make 
on the Accounts, it w i l l be a con
venient time to do so, 

Note—This is not a report of the 
proceedings of the Annual General 
Meeting. 
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