Corporate Governance

The Board of STO and the Executive Committee are committed to achieve the highest standards of
corporate governance, corporate responsibility and risk management in directing and controlling
the business, by ensuring greater transparency, business integrity, professionalism and ethical

values.

A concerted effort was made to fully comply with the Corporate Governance Code (CGC). In
line with the principles of CGC, the Directors participated in trainings on corporate governance,
compliance, accounting, risk management and controls. Furthermore, in order to safeguard assets
and to prevent mismanagement and detect fraud and other irregularities, the company’s internal

control systems were strengthened.

There were two changes to the board of directors in 2008. For this reason an appropriate performance
evaluation of the Board of Directors was not carried out. The Board has planned to appoint an
external facilitator in 2009 to review the existing evaluation procedures and implement a more

efficient system of appraisal.

System of Internal Controls

Establishing and maintaining an effective internal control system is a function of the Board. The
Board of Directors relies on the Audit Committee and the Internal Audit Department to fullfill this
function. STO has taken a number of measures during 2008 to make internal audit function more
independent and more effective. Such measures include changing the reporting structure whereby
internal audit reports directly to the audit commitee of the board and increasing the capacity of

the Internal Audit Department.

Human Resources

At STO,we consider our staffs members to be the most valuable asset of the company. As at 31st
December 2008, there were 882 locals and 195 expatriates working for STO. Of the total 1077
employees at STO, 82% represented local staff indicating the high priority given by the company
to recruit and retain locals whenever possible to locals. As at 31st Dec 2007, there were 627 locals
and 175 expatriate staff working for STO.
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Graph 11: Local and Foreign staff numbers 2008

Recruitment and Selection

Attracting and retaining talent is the key to success of STO. As part of attracting young and dynamic
graduates, and in order to make the public aware of our job opportunities STO held an “Open Day”.
As aresult, STO recruited 10 graduates in much needed areas of business such as management and
marketing and accounting. This was 10 times more recruitment than 2007. Furthermore, priority
given on recruitment and retention of local staff has resulted in continuous decrease in foreign staff

numbers as is evident from Graph 12.
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Graph 12: No of professionals, semi skilled and unskilled foreign staff 2007 - 2008

Training & Development

STO places emphasis on development and training of our staff members. Staff undertook a number
of training programs held both locally and overseas (Graph 13) . Training was mainly focused on
management related areas, professional fields, general skill level development programs and
vocational education. In addition, the executive management team and board members undertook

refresher training programmes during the year.
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Graph 13: Staff Training 2006 - 2008

Staff incentive and motivation

The previous employee bonus scheme was replaced by a more equitable staff incentive program in
2008. The new program was designed to motivate staff by linking day to day tasks with company’s
financial performance through a series of key performance indicators. The traditional sales target
was changed to net profit targets in the new scheme allowing a better focus in cost reduction and
efficiency. 14 departments out of 19 achieved the targets in 2008 and eligible staff will be rewarded
under this scheme this year.

Staff recreation

STO recreational club (STORC) organized a number of interdepartmental games such as futsal,
carom, billiard and volleyball during they year. In addition STO also participated in inter-office level
tournaments and became champions in Mark Office Challenge 2008 — Inter Office Women'’s Carrom
tournament and the runner-up team in Rainbow Futsal tournament. These social events help to
improve inter-departmental communication and build team spirit amongst staff.

Staff turnover

Graph 14 shows the staff turnover pattern of STO for the past two years. Our concentrated efforts
on staff selection, motivation and retention seem to be effective in reducing the turnover this year.
STO will continue improve staff retention by providing better opportunities for growth and career

development in the future.
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Graph 14: No of Local and Foreign staff 2007 - 2008
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Corporate Social Responsibility
STO under its Corporate Social Responsibility (CSR) program continually supports the community
to contribute towards improvement of the living standards of our people. Listed below are some of
the highlights of our CSR program in the year 2008.

- Blood donation day in association with Maldives Doctor’s Association

- Nursing Day celebrations in Hulhumale

- Vaccine Camp in collaboration with Nursing Association

- Environment Day

- Drivers Training Program
Some of the associations and NGO’s we supported by giving donations during 2008 are:

- Maldives Thalassaemia Center,

- Kottafaru Boarding House,

- Society for Health Education,

- Maldivian Thalassaemia Society,

- Imaaduddin School,

- Ga. Kolamaafushi Anhenunge (Womens) Committee,

- S.Feydhoo Anhenunge (Womens) Committee,

- Thadhureesul Quraan,

- The National Football Team,

- Kulhuduffushi Ameer Ameen School,

- Diabetic and Cancer Society,

- Islaamee Eheetherikamuge Gulhun,

- Makunudhoo Madhurasaa,

- Care Society.

We see CSR as part of our continuing process of building long-term value and as a way of giving

back to our community.

Annual Report

The Board of Directors approved the audited financial reports on 26th May 2009.

Annual General Meeting
Annual General Meeting will be held on 14th June 2009 at STO Head Office.

The Notice of Meeting and Agenda are given on page 1

Future Focus
In line with STO’s vision, we plan to undertake several key initiatives in the immediate future. ,
STO will initiate the process of increasing public ownership and sharing returns by offering more

shares of the company to the public.

We are actively working to reduce costs and improve efficiency so that we can pass on the cost
savings to customers in the form of reduced prices of goods and services. We will endeavor to
implement a plan whereby we will be able to supply all essential goods including staple foods and

pharmaceuticals at similar prices throughout the country.

We are initiating a project to implement an Enterprise Resource Planning (ERP) system, a company-
wide computer software system used to manage and coordinate all the resources, information, and
functions of a business from shared data stores. With the complex operations and geographically
separated outlets, managing and obtaining an overall picture of our business becomes and
increasingly difficult task. With the implementation of ERP system, we believe that these tasks will

become more manageable in future.

These initiatives will enable us to enhance our business practices and take us further towards

achieving our corporate vision.

Directors’ Responsibility Statement

The Directors’ confirm that in preparation of the Annual accounts for the year ended 31st December

2008;

- International Financial Reporting Standards have been followed,

- The accounting policies were consistently applied,

- Reasonable and prudent judgments of estimates were so as to give a true and fair
view of the state of affairs of the company at the end of the financial year and the
profit of the Company for the year 31st December 2008

- Proper and sufficient care was taken for the maintenance of adequate accounting
records in accordance with the provisions of applicable laws of the Maldives, and

- The accounts have been prepared on the going concern basis
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Republic of Maldives

Telephone: (960) 3318342, 3336046
Facsimile: (960) 3314601

Independent auditor’s report
To the Shareholders and Board of Directors of State Trading Organization Plc

1. We have audited the accompanying financial statements of State Trading Organization Plc (the Company) and its subsidiaries (the Group) which comprise the balance sheet as of 31 December

2008, and the income statement, statement of changes in equity and cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.
Management’s Responsibility for the Financial Statements

2. Management is responsible for the preparation and fair presentation of these financial statements in accordance with International Financial Reporting Standards and with the requirements of
the Companies Act No. 10/96, of the Republic of Maldives. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the

circumstances.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing. Those Standards

require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

4, An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity ‘s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,

as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

5. In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Company as of 31 December 2008 and of its financial performance and its cash

flows for the year then ended in accordance with International Financial Reporting Standards and with the requirements of the Companies Act No. 10/96, of the Republic of Maldives.

6. In our opinion, the financial statements give a true and fair view of the financial position of the Group as of 31 December 2008 and of its financial performance and its cash flows for the year

then ended in accordance with International Financial Reporting Standards and with the requirements of the Companies Act no. 10/96, of the Republic of Maldives.

26th May 2009 CHARTERED ACCOUNTANTS

MALE’

\
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Financial statements - 31 December 2008
Consolidated Balance Sheet

(All amounts in Maldivian Rufiyaa unless otherwise stated)

Group Company
hg 2t 31 December
Hote 2008 2007 2008 2007
ASSETS
Mon-current assets
Proparty, plant ard equipment il 357,740,372 IG0.B5F 547 219,950,803 233,310,860
Intang ble sesat 7 3,718,865 4,152 602 -
Investments in subsidiaries & H3,E60,750 H3666,750
Investrments in associabes a 5,570,158 4 552 292 10,557 267 10,567 267
Investment in it verbora i o, F00, 000 4, 700, 00
Avallable for sale Investment 11 55,995, 295 B1,706,192 55,905,295 1,706,192
Trade aryd afrer receivabies 13 L 994 557 1,954 557 1,994 657 1,994 657
25,019 358 diz, 353, 5490 37, ETd 52 4159245 726
Current assats
Inwanbores 12 365,618,199 528,852 573 325,704, 358 492 03534 475
Trade ard other recelvebles 13 L, 008,671,072 T2E040, 521 19,129,506 631,487,570
Peirauranca conbracts 15 120,173 726 53,458 Td6
Investment held to maburity 16 6,966,757
Ceeh and cash equivalents 17 225 303 353 273, TE9 536 ] i 215050, 450
1, 726,733,039 1,584,121 378 L 003, 4 4L 0 1,330 572 408
Total assets 2151 752,237 2,045 454 I68 1,780,339 271 1,754 516 224
EQLITY
Capital and resenies attributable
to equityholders of the Company
Share copl bl 18 56,345,500 56,345,500 5,345,500 56,245,500
Share pram iam 27,814,500 27 814 500 27 814,500 27 814,500
Currency trarslation reserve 20 05, 185 457,125 -
Claim equalization ressye 19 2,789,152 559 447
General ressryes 288,554 485 258, 202 561 2o 354, 485 25 202 5681
Fadr vabse reservas 0,541,228 52255158 0,540,508 52,295,158
Retairsd eanings 548 BEF TES 479 103 552 435 014 749 e V0B35S
055,758,025 BTSLENE 163 B42,050,622 TS 04,574
Minority interest 34,818,211 29,781,042 -
Totel egquity a5 57E 356 a09, S5 205 G2 050 B2Y TG 988 574
LIABILITIES
Mon- current linbilities
Borrowings 23 28,701,645 40,232,010 25,921,943 35,283,336
Current lighilities
Trade ard oiher poyables 22 395,854,393 570,448,715 316,015,733 501,733,309
Current e liability 1,066
Ingurance contracts 27 106,355,057 71,241,649
BoeTowings 23 530,250,584 454,972,323 506,350,073 439,952,015
Total liabilities LAGt 17e 16 L 136 8an 763 078 Taa 640 ST S0 RS0
Total eguity and lbilities 2151 7522397 2,048 454 S6E L, 7E0 =38 271 1,754 516 224
Thiesse firencial statements were spproved by the Bosrd of Directors an
Sana Mansoor
Chikef Financlal Oiflosr
( Shahid Al Masood Al
Meragirg Director Crrector

The notes on pages 13 to 37 are an integral part of these consolidated financial statements.
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Financial statements - 31 December 2008
Consolidated Income Statement

(All amounts in Maldivian Rufiyaa unless otherwise stated)

Chr o Codrpa g
Veur saded 51 Deceinbar
Moba i 007 Iope zoer
= | 5,417,712, EEE 5,559,675 E4E E, B34, 450, 162 EET 152,730

Cast of zales

Gross profit

dther operating Income

Profic  (loss]) an dsposal of sub=sidiary

Fallingg and markestng osts

Sdminisratis esparsss

dther opersting cosk

Operating profit

Finandal income

Fnandal cost

Finance {oostl [/ ireomes et

Share afprofit of assod stes

Frafit before tex

Ineames DAk proyison writhan back

Profit Tor e yaar

Abtributabha ba:

Eculityhcdders of the Compsny

inoriby interesn

Enrnings per skmre for profit atrbotebie o the
efuityliolders of the Company during the yaar

{expressad in BF per share)

- b=

The notes on pages 13 to 37 are an integral part of these consolidated financial statements.

3t

ST 404,588

0,521,230

424,570,157

80,081,538

41291197z

=5, 507 202

{4 842,423, 1131

27 7EaeTa

7,554,500

[P R F e e T TR i B er b e PO P POTPTRR i P P T TUT PRI S P H i)

LA R SRy S14,452.055 70,319,175 70,324,167
- 7255501 - C1,443,472)
C1F0, 205 BGad (138,236 6300 CLFR 332,790 [12E,502,054)
190, 158,723 CIE0 18,5510 (L1415, 4790 (120015, 9E0)
[EEDLTAED (1,434,720 (ZFESTIT (1,424,720
237, Fa0.ERS 150,315 528 LEZ a0, 154 134,527,361
13,585,579 12,124,287 34,047,579 34, 104,565
(£, TST, 204 (32,233,733 [E31,75@ 3563 [27053,67]
(51,367,525 [ 20,110,006 [27,744,67E) 7,004,855
317, B7F (32,207 - ;
187,331,341 170,114,812 155,553,518 141,552,855
L, 1030 L2, F10 - -
167,392,541 1A0, 126,502 L5 550,516 141,532,855
175,750,749 160,391,631 155,659,516 141,552,854
L1 g4dL 552 4,755,041 - -
1EF 32,341 1-_'0.12'5.93_.-:" LE5 A58, 510 141,55 F!E_IEI‘.'-'ﬁ
156 142 138 175
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Financial statements - 31 December 2008
Notes to the consolidated financial statements (Continued)

(All amounts in Maldivian Rufiyaa unless otherwise stated)

6 Property, plant and equipment - Company
Baiiniy Mhimit el Winnila b Ar O Fursifurd Oitir il vtk I - okl
[
AL 1 Liswiry 2007
Cod 730M  AT15%18
Pt Ik RO AT 1075006 DA0I  BNTA Lt LA 3TN T,
Yoiriar dinibiell 31 Beitriurioir DY
Ol 1obt BenClc Sncanni: I57ANRSL 1000 040001 BT A8 e 240,500 SARINY 1,514,205 730N AT
122,456 a0 MY RSN
¥, 520,271) -
= LS5
- 7T
= PL 1Y)
JEAW 0N SIAII0RS
HAMHAT 2135509
v Er
AN ZDID

(31, 704,200) -
- L P
= DeeT, 1)
CRObing bt Deeci e IWALLLN  HMTAIY WARTD SAR, WY 4312 L44,973 L, L5112 1,78 004 RN
At 1 Deinriwvioir Dib
ot 13,75, 204 S04, M3
ACoU ] e ] ; = (220, 543A58)
W Do, oo 1IWALLN S MTALE AR SAM, M7 o312 1,848,573 N L5122 10,7020 9S00
6 Property, plant and equipment - Group
[T Bebblivil Liiedinblll Pk vl Wanideil Hrbir Al - PFariliard Dtivir  Cigiifil weinrie- Tl
Bualhiirig winbivinpiry vl Rt vk owyieiiml oareipeeiets el Pittiaps bl - prognhe
At 1 Hwbry J00F
xt SOMTE  IMAAMT  IOMES SRR ARMEEN ML HASAN D2 FONIM 4NN 10,705.200 542, 0, 58
AU etele] chioparinoteny TLE T WL e LT R G A D rA IR Rih [T LR AT A ) g 74 = IS RON
Wt Bk WRcHe e SORTEZ MZTESAR AZNEME | SRALY0 60230 129053 TEN0 GMEEN  LTATM I0SILIN 1050520 MLSS3SS
Yisiar dwnkeiell 31 Doleiinviboir 207
Ofeiebing iobit edecil MR SALTEE  1ELTESANR 1 0EAME LY ERIRME 112N i SEEN LEATH NI NN 10,0500 M75R05
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Financial statements - 31 December 2008
Notes to the consolidated financial statements (Continued)

(All amounts in Maldivian Rufiyaa unless otherwise stated)

6 Property, plant and equipment (continued)

Group

a) The buildings of State Trading Organization Plc. have been constructed on lands belonging to the Government of Maldives for which a rental of MRf. 3 per sq.ft. per month is paid . There is no lease
agreement and accordingly no definite period of lease is identified. Under these circumstances, the Directors have considered it is prudent to provide depreciation in accordance with Accounting Policy

2.5

b) The value of fully depreciated property, plant and equipment at the balance sheet date amounted to Rf 58,497,704 ( December 2007: Rf 93,290,229).

c) Depreciation expense of Rf 59,258,302 (December 2007: Rf 57,534,996) has been charged to administrative expenses.

d) State Trading Organization Plc has acquired five motor vehicles and Fuel Supplies Maldives Private Limited has acquired a bowser and two vessels under finance lease agreements. At the

end of lease periods, companies have the option to purchase those items. The net carrying value of lease assets as at 31st December 2008 is MRf 11,806,978 (2007:MRf 15,020.043 ).

e) Borrowings from Seylan Bank and Bank of Maldives are secured on STO trade center building and a vessel , Bonthi-2 respectively.

Company

a) The buildings of State Trading Organization Plc. have been constructed on lands belonging to the Government of Maldives for which a rental of MRf. 3 per sq.ft. per month is paid . There is no lease

agreement and accordingly no definite period of lease is identified. Under these circumstances, the Directors have considered it is prudent to provide depreciation in accordance with Accounting Policy.

b) The value of fully depreciated property, plant and equipment at the balance sheet date amounted to Rf 44,730,662 ( December 2007: Rf 88,759,592).

c) Depreciation expense of Rf 39,855,160 (December 2007: Rf 41,789,143 ) has been charged to administrative expenses.

d) The net carrying value of lease assets as at 31st December 2008 is MRf Nil (2007: MRf 486,434).

e) Borrowings from Seylan Bank and Bank of Maldives are secured on STO trade center building and a vessel , Bonthi-2 respectively.
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Financial statements - 31 December 2008
Notes to the consolidated financial statements (Continued)

(All amounts in Maldivian Rufiyaa unless otherwise stated)

7 Intannihle aggets
e Tekal
Totimioiroirinirinlabiiblios
ot Mwemiery 0T
Coant - -
AU U g - -
ot el ek - -
Yol il Wi Durbinviietr 0T
ey it Dok Sk - -
Trnscslornicd OB CRPIN work i phogieke LA LD
Al oy 3,008,500 3,008,500
dARrat i itioer < oot [ X2) 7,500 [Lrrftalu]
CRObigl et Beecik it &, 1AL ENL-E i
Ak 31 Debtnmpiniyr DY
Cot 453,112 453,112
AU SO TIENON [Lprialu] 7,500
Pt Iecit A 4,153 52 4,158 506
Yol il . Dointoinibinier 00
Cpeiiig) bt Dok o ERLFE r ERL-E i
Al oy Lrdhc Ly
ARzt e (Wil X 1,004, 0748) (10048,078)
CRO Mot il i LA ME 745,005
ikt 31 Debinminier N
Cot 5102451 S04
Aeaun L] SRR 1, 03, 5} (1,303,504}
P ecit O 3,715,055 74,05
& Durfig 200, il Groiag: I DICATR]  INDRointation oF PRoanin S0,
o Aaucrtipention <hiwgel of RF 3 000,008 CRONT A Y77, 5000 Mvw: Dol cRchageiell o siicpeieriinich 10X Seciarunirmition,
8 Investments in subsidiaries
The principal subsidiary undertakings, which are incorporated in Republic of Maldives and unlisted, are as follows:
Cinbigeln'ty
imeink el il Colmiigdmiey ool Dokt ol E- y
Tl s e el Lt L AL, 00, (e &L, 000, ey
A WLl iy oF tiel Ha adek: Privs Lol
po A 07 00 07 00
ST ol i EACRM]) Plo Linutiadd Eati 149,730 1A%, 7%
S . 1o Ol Comgeny? L) Ll 10,000,400 10,900,000
55, TS0 0 P05, 70
9 Investments in associate
L Simblgnininy
F 2y Ee Wy
el I i L ‘Pl 4552272 o T, 10,547,287 18,547,287
Share of prolik oAy (| rAc iy - -
el o ot pasr 5,570,369 4452,292 10,567,207 10,567,207
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Financial statements - 31 December 2008
Notes to the consolidated financial statements (Continued)

(All amounts in Maldivian Rufiyaa unless otherwise stated)

9 Investments in associate (continued)

State Trading Organization Plc has acquired 10,567,267 shares at a price of MRf 1/- each on 8th of January 2002 in Lafarge Maldives Cement Private Limited which represents 25% of the

shareholding of the company. The principal activity of the company is trading of cement.

The summarised financial information of the following associate, which is incorporated in Republic of Maldives and unlisted, is as follows:

el Laiiehed
At Bl Debsiniwiibeler 20T
ILAROnl el Ciniert Prikiie Linibiel 0, 5000 1,753
At B Dubinimiileler i)
ILParony Fimdciivash Crmiersl Priasiek Linoital &), 28 520 L0, 5T
[ Pl [ (i}
At Bl Debsiniwiibeler 20T
ILPAPOn el Cirnierk Prikiiek Linibl TEAM, S Lrafi ]
At 31 Dubinmiiinier S0
ILtarOmn Rl Caniiert: Priiied Linoitid 1235,05.500 3,871,504
10 Investment in joint venture
TR ey
Il i SO0 et P LD o4, 700,000 o, 00,000

State Trading Organization Plc has acquired 47,000 shares at a price of MRf 100/- each on 31st December 2001 in Maldives Structural Products Private Limited which represents 50% of the

shareholding of the company. The company engaged in the business of manufacturing and trading of structural products.

The amounts given represent the Company’s 50% of share of assets and liabilities and results of the joint venture. They are included in the balance sheet and income statement.

Sroup’s immrast in Jolt. warrhera

TR

oo 07
Anpta
Hon- crment ety 3,061,145 &R 216
Curmnt wwsty 46, 654,413 26,669 612

48,614,553 25 05 X F

Linbiltinn
Currant Nobiitiey {194 75,026] (9,128,569}
Income: B2, R h52 4 T AR
Expanses {0, 712,978) (B, 47 RELY
Prodit for the yeor 12,006,574 Py vl

There are contingent liabilities relating to the Group’s interest in the joint venture as follows:

The joint venture had a contingent liability in respect of letter of credit aggregating to Rf 3,124,391 (2007: Rf 5,311,321 ).

11 Available-for-sale investments
L Cinighlnry
TEED 20Ny e Y
Ao et Of ek ol 08 182 Ex 20 M L1592 2,200,578
Pomloiathoory (osiel] S Pt tEmscslrrad to-
SR
{1713, TN) 44, 008, BB AT o el Sl
Dvwuieibrimpitdt Woiolin TG el polr 234,300 F A, L %, TATR
Pl IR IgCRir ok €454 427 20,07 A 20) (AN (AT AR
Al il OF ok 00,205 AL, P08 192 Ll ] LT
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Financial statements - 31 December 2008

Notes to the consolidated financial statements (Continued)

(All amounts in Maldivian Rufiyaa unless otherwise stated)

11

12

Available-for-sale investments(continued)

Marketable equity securities, are measured at fair value annually at the close of business on 31 December. For investments traded in active markets, fair value is determined by reference to

Stock exchange quoted bid prices. There were no disposal on available-for-sale investments in 2008 and 2007. Other investments (unlisted securities) are stated at cost less impairment since

the fair value of those shares cannot be measured reliably.

Available-for-sale financial assets are classified as non-current assets, unless they are expected to be realised within twelve months of the balance sheet date or unless they will need to be sold

to raise operating capital.

Available-for-sale financial assets consist of the equity securities in the following entities and investment made in G.Dh Atoll Rayyithunge Cooperative Society.
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(All amounts in Maldivian Rufiyaa unless otherwise stated)

13 Trade and other receivables
Srimg Cibighininy
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a) There is no concentration of credit risk with respect to trade receivables, as the Company has a large number of customers of different background and business.

b) Trade and other receivables are short term in nature and their carrying amounts approximate their fair value.

c) Receivable from related parties are unsecured, interest free and have no fixed repayment terms. Accordingly these amounts have been shown as due within one year.

d) Loans given to related companies represent an unsecured loan to Lafarge Maldives Cement Private Limited at an interest rate of 9% per annum, repayable in twenty four semi-annual

installments from 15th June 2000 to 15th December 2011 and a short term advance to Maldives Gas Private Limited in March 2006 at an interest rate of 8.5% without any fixed repayment

terms.
14 Other receivables
Grdmg Ciwbighininy
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15 Reinsurance Contracts
Grimy Ciwhighininy

F 2y - ey
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Amounts due from reinsurers in respect of claims already paid by the Company on the contracts that are reinsured are included in trade receivables (Note 13).
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16 Investments held to maturity

oAl Ity NRD 8,0 TS - - -

The Company has invested Rf 6,966,757 in treasury bills issued by the Maldives Monetary Authority for a maturity value of Rf 7,000,000 at the rate of interest of 6.25% per annum with the

maturity period of 90 days.

17 Cash and cash equivalents
L Cintighdnty
550 E - g F
ety sk el o 6 ol 195, M5 87 15,215,199 ne 15245 D AM
Shvort barr bl Japonit X 07, 08 ) WAIDET MR
235,700,203 11,784,509 10 A0, 05 ZLE 0RO A D

The weighted average effective interest rate on short-term bank deposit was 3.75% (December 2007— 3.75%).

Cash and bank balances include the following for the purpose of cash flow statement:

Sy [Cny]
20 T g Sy
EA N B 25203 273,769,100 150,630,555 215,050,450
Sk Chmancrnft ok 2%) LT A0 {1ES, 547,054 e (144, 390,777
L2, 55,35 104,221, (57,224, 3X0L%) MESLATY
18 Share capital
el prinbiiami Tolad
Nosbilobr o wioieri  Ownifisklary Wil
AL 1 Tansiary 2ONT Lizwo 35,245, 200 200,500 84,040,000
AL L Dl 2007 1,124,910 L L AW, 300 140,000
AL 1 Banetary N 113910 35,5500 70, 500 54,140,000
AL DeCsboleler D0 L1 M0 5, 245,200 2704, 500 54,180,000

The total authorised number of ordinary shares is 1,155,555 shares (2007: 1,155,555 shares), with a par value of Rf 50 per share (2007: Rf 50 per share). All issued shares are fully paid.

19 Claim equalization reserve

Reserve for claim equalization represents 12% of the operating profit before taking into account operating income of the current year, which was created to meet abnormally high claims in future

in the financial statements of Allied Insurance Company of the Maldives Private Limited.

Sriug ICtwg iy
- My T Wy
ooz ol o 10 Iy SRR AT 4279, 509 - -
ABMOE wiTl U i P £ATR298) -
Trasealer Guring ¥oe yoar 52002 19502 - -
BN b i L3k Doncmbeer L7 SAIAT - -

20 Currency translation reserve

The currency translation reserve comprises all foreign exchange differences arising from the translation of the financial statement of foreign subsidiary.

21 Minority interest
ThiE )
AL Daeniig of i 2 L0 6, M4, 501
Al St o et PelelEE: F UMD 441,952 1.7¥.041
Ltk iividpinds Pl (3535, 9000 290,500}
Sl SrmOUNE 1Pl on RCarity Wt ronct Wil 44020 -
AL o] <o el 'yl M40 00
I!
ﬁ State Trading Organization PLC. Annual Supplement 2008 27
e Reg no. C186/2001



Financial statements - 31 December 2008
Notes to the consolidated financial statements (Continued)

(All amounts in Maldivian Rufiyaa unless otherwise stated)

22 Trade and other payables

L Cxmbigeiniy

E by E E

TR eyt L0, TIT, ML N0 1 LA N5, YN, 51
PRYRRES L0 Pl DAt

(o 41) 4708002 15109, 71% MATLS 15,7, 2

ACCH] S 14047, 502 14,490, 19% 12011, N0

Obld pinbe 59,1 4,01 .57, 795 o, 0L A0

ool Pyt $0832 912 000,43 220, 75 2L TS

FT I, TR0 440,712 NENEIE 292

Other payables of the Company consist of Rf 1,388,008 (December 2007 : Rf 2,551,202) advance received for rent, Rf 1,849,636 (December 2007 : Rf Nil) advances from customers, Rf 7,192,903
(December 2007 : Rf 14,508,800 ) foreign aid, Rf 3,719,808 (December 2007 : Rf 2,273,656) provident funds payables, Rf 1,454,054 (December 2007 : Rf 2,895,013) other deposits, Rf 1,241,370

(December 2007 : Rf 3,243,808) retention payable, Rf 4,302,937 (December 2007 : Rf Nil) zakath payable, and Rf 880,040 (December 2007 : Rf 739,247) other miscellaneous payables.

23 Borrowings
Srimy BeE s

2 T E ] Ny

L ]
obieCal Mool RO 3101 4170, 500 - -
Wrapaelt 11y by AN 41,200,058 - -
LN o+, A - -
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The Company has obtained a revolving credit facility of US$ 6 million (MRf 77,100,000) at an annual interest rate of 8.1 % from the Seylan Bank Plc for working capital requirements. This is

required to be settled within 90 days commencing the date of disbursement of funds. The STO Trade Centre has been mortgaged against this facility.

The Company has obtained a import credit loan facility of US$ 12 million (MRf. 154,200,000) from HSBC Male’ branch at an annual interest rate of 8.5% for working capital requirements and

required to be settled within 90 days commencing the date of disbursement of funds. The loan is secured by stock and receivables in the Company.

The Company has obtained a loan of US$ 2,400,000/- (MRf 30,840,000/-) from Bank of Maldives Plc at an annual interest rate of 8.5% to acquire a vessel named “MV Bonthi 2” during the year
2005. The Loan should be repayable in 60 monthly installments of US$ 49,800/- (MRf 639,930/-) each from 5th June 2005. The loan is secured by the mortgage over the vessel named “ MV

Bonthi 2” bearing registry no. C7848A - 03 10-T.

The Company has obtained two loans of US$ 6,700,000/- (MRf 86,095,000/-) and US$ 3,312,226/- (MRf 42,562,104/-) from Ministry of Finance and Treasury in 2006 at an annual interest rate

of 8% to finance the trade operations. The loans were repayable within 36 months with a grace period of 6 months commencing 1st October 2006 and 31st July 2007 respectively.

Bank overdrafts in Allied Insurance Company of the Maldives Private Limited are secured by fixed and floating charges over receivables from re-insurers and are repayable on demand. Accordingly

the entire amount due has been shown as falling due within one year.

Bank overdraft in Maldives Structural Products Private Limited is secured by hypothecation of all buildings, machinery, equipment and stock including leasehold rights of 31,020 sq.ft. of land

leased from the Government of Maldives and corporate guarantees of Rainbow Enterprises Private Limited and State Trading Organization Plc.
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23 Borrowings (Continued)

The exposure of the Company’s borrowings are as follows:

Total borrowings:

Sriag gy
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The Group has acquired two vessels under finance lease agreements entered with Maldives Finance Leasing Company Private Limited on 30th September 2006, repayable in 56 monthly

installments which includes installment of Rf 201,745 for the first 8 installments, installment of Rf 268,993 from 9 to 48 installments and installment of Rf 67,248 from 49 to 56 installments

commencing 26th October 2006. The Group mortgaged one of its vessels (Mt Koamas) as security for the lease facilities obtained.
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24

25

26

27

28

Deferred tax liability

Deferred income taxes are calculated on all temporary differences under the liability method using the tax rate of 20%.

The gross movement on the deferred income tax account is as follows:

Ak e Eaglting oF th year

PotaiPie] i) e el
St ll Kbirsiiinlh

A Wul e o Wl 'yl

Rrante and ciitheidiac

Ofeiebic) Il
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Oriny

The STO Lanka (Pvt ) Ltd has recorded the funds received from the NGO World Vision Lanka in the form of G.I. Plain Sheets for reroofing the line rooms. The amounts spent are capitalised under

the relevant classification of property, plant and equipment and the corresponding grant component is reflected under deferred grants and subsidies. The Group had fully recognised this during

the year 2007.

Retirement benefit obligations
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Insurance contracts
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Sales

Sales, which represent income from various operations, are made up as follows:
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28

29

Sales(Continued)

Analysis by companies
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30 Other operatina income
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33 Employee benefit expense
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35 Taxation

The income tax charged represents the income tax payable to the statutory authority on the taxable profits of an overseas subsidiary. There is no incidence of taxation on profits in the Republic

of Maldives. Accordingly, the Group is not liable to income tax on profits earned in the Republic of Maldives.
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36 Earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equityholders of the Company by the weighted average number of ordinary shares in issue during the year.

driuy iy

bl iy E- iy
PR CrTeLkadeb 10 dxye Iyolhier O G
Ry 175,750, 7% 10,20 1 el 155,653,510 141,593,504
Wakptuini Biabrager (R el <oF ORIy
SRhPRE: I bl 1,134.910 1128910 115,510 L1559
IEnchlc: e [obr STl
W Hm” L b r ] 1 LM

37 Dividends per share

At the Annual General Meeting on 26 June 2008 a dividend in respect of 2007 of Rf 70 per share (2007: declared dividend Rf 82 per share) amounting to a total of Rf 78,883,700 (2007: declared

Rf 92,406,620) was declared and approved by the shareholders and accounted for in shareholders’ equity as an appropriation of retained earnings in the year ended 31 December 2008.
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38 Cash (used in) / generated from operations
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39 Contingencies

Contingent liabilities

Guarantees

(i) State Trading Organization Plc has issued corporate guarantees to the following banks for the facilities obtained by subsidiary companies.
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(ii) A policy holder has filed a suit in high court claiming insurance cover which was not accepted by the Allied Insurance Company of Maldives Private Limited. The Company had won the case

in civil court. In the event the high court holds in favour of the policyholder, the Group will need to recognise a liability in respect of the claim.

(iii) A supplier has made a claim for demurrage charges of Rf 2,531,595, which has not been accepted by the Maldives National Oil Company Limited. The directors of the Company are of the
view that the delay in clearance of oil shipment was on account of delay in issuance of delivery clearance by the supplier. Therefore the Company is not liable for demurrage charges. Negotiations

are in progress with the supplier and in the event the Company accepts the demurrage liability, the Group will need to recognise this liability in respect of the demurrage claim.

There were no other material contingent liabilities which require adjustments to / or disclosure in the financial statements as at the balance sheet date other than those disclosed above.

Contingent assets

There were no material contingent assets regonised at the balance sheet date.
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(All amounts in Maldivian Rufiyaa unless otherwise stated)

40 Commitments
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The Maldives Structural Products Private Limited has an annual commitment to pay a sum of Rf 270,016 as rentals for the use of office premises and factory land. The office rental agreement is
cancelable if either party provides two months notice and factory land agreement is cancelable if the Company gives six months notice and the lessor (Government of Maldives) provides two

years notice.

There were no other material capital commitments recognized at the balance sheet date.
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The Company has entered into an agreement with Hulhumale Development Corporation Limited on 31st July 2007 for developing, operating and managing a five star tourist hotel in Hulhumale.

Maldives Structural Products Private Limited has entered into a leasing agreement with the Government of Maldives in respect of the office premises and factory land at Island of Thilafushi, and

the lease period of years 25 years is due to expire by 2025.
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41 Related party transactions
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41 Related party transactions (Continued)
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41 Related party transactions (Continued)
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Receivables from related parties are unsecured, interest free and have no fixed repayment terms. Accordingly these amounts have been shown as due within one year.
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Loans given to related companies represent an unsecured loan to Lafarge Maldives Cement Private Limited at an interest rate of 9% per annum repayable in twenty four semi-annual
installments from 15th June 2000 to 15th December 2011 and a short term advance to Maldives Gas Private Limited in March 2006 at an interest rate of 8.5% without any fixed repayment

term.

42 Post balance sheet events

The Company has acquired the majority shares of Fuel Supplies Maldives Private Limited, on 1st March 2009, making it a wholly owned subsidiary. No other significant events have occurred

since the balance sheet date, which would require adjustments to, or disclosure in, the financial statements.
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