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AS AT 31ST DECEMBER 2007

32

33

33.1

33.2

33.2.1

33.2.2

BANK OVERDRAFTS Group Company
2007 2006 2007 2006
MRf MRf MRf MRF
Bank af Ceylon - Sri Lanka (Unsecured) - 229,228 - -
Seylan Bank Plc - Sri Lanka (Unsecured) = 276,154 - 276,154
MNations Trust Bank - Sri Lanka 189,388 - 189,388 -
HSBEC - Male’ Branch (Note 32.1) 55,110,585 20,268,905 55,110,585 20,268,905
Bank of Maldives Plc - (Note 32.2) 5,039,837 26,253,996 5,039,837 26,253,996
State Bank of India - Male' Branch (Note 32.3) 64,563,194 19,511,053 55,237,560 2,032,425
Hahib Bank Ltd - Male’ Branch {Note 32.4) 37,406,641 30,011,390 28,821,407 21,014,925
Bank of Maldives Plc - (Note 32.5) 3,238,009 17,390,108 - -
165,547,654 113,940,834 144,398,777 69,846,405
COMMITMENTS
Capital Commitments 2007
MRf
Contracted but not provided for - State Trading Organisation Plc — 8,427,555
8,427,555

There were no material capital commitments approved or contracted as at the balance sheet date which require adjustments to / or disclosure
in the financial statements of the Company other than disclosed above.

Lease Commitments

Lease rentals falling Less than 1to 2 years More than Total
one year 2 Years

Finance Leases MRF MRF MRf MRf

Fuel Supplies Maldives Private Limited 1,830,726 2,114,609 3,992,406 7,937,741

Maldive Gas Private Limited 542 612 238 852 = Bl 464
2,473,338 2,353 461 3,992 406 8,819,205

Operating Leases

Maldives Structural Products Private Limited (Note 33.2.1) 186,120 186,120 3,350,160 3,722,400
State Trading Organization Plc (Note 33.2.2) . . 06,528,950 906,528,950
186,120 186,120 909,879,110 510,251,350

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.

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.
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AS AT 31ST DECEMBER 2007
34 CONTINGENT LIABILITIES

34.1 Unexpired Policies

Group has following liabilities in respect of unexpired policies of the insurance segment as at the balance sheet date.

Group

2007 2006

MRF MRF
Marine Cargd 40,593,370 113,002,128
Marine Hull 184,927,511 477,137,366
Fire 417,244,273 661,670,392
Accident 7,205,716 1,052 645,530
Haalth 159,775,000 534 B68 450

34.2 Guarantees

B10,115.870

2,839,393,866

State Trading Organization Plc has issued corporate guarantees to the following banks for the facilities obtained by subsidiary companies.

Company Name Name of the Bank Facility Corporate Corporate
Guarantee Guarantee

Amount Amount

MRF uss

Maldives Structural Products Pvt Ltd Bank of Maldives Pic Owerdraft 3,212,500 250,000
Letter of Credit 19,275,000 1,500,000
Maldives MNational Ol Company Ltd Society General - Singapore Branch Letter of Credit 771,000,000 60,000,000
Fuel Supplies Maldives Pvt Lid State Bank of India - Male® Branch Owverdraft 30,000,000 2,334,630
Maldive Gas Pvt Ltd Habib Bank Limited - Male' Branch Overdraft 8,000,000 622,568
Habib Bank Limited - Male' Branch Letter of Credit B, 673,750 675,000
840,161,250 55,382,198

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

35 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The main risks arising from the Company’s financial instruments are interest rate risk, foreign exchange risk, credit risk and liquidity risk.
The policies for managing each of these risks are summarized below:

35.1 Credit Risk

Credit evaluations are performed on all customers requiring credit over and above certain amount. At the balance sheet date there were
no significant concentrations of credit risk. The maximum exposure to credit risk is represented by the carrying amount of each financial

assets.

35.2 Interest Rate Risk

The Group’s exposure to the risk of changes in interest rate relates mainly to its bank and other borrowings which are mainly on floating

rate terms.

35.3 Currency Risk

The Company is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in currencies other than Maldivian
Rufiyaa mainly in US Dollars. As at the balance sheet date, the Company has approximately US$ 62,984,261 (2006 : US$ 27,116,304)
as foreign currency liabilities, whereas foreign currency assets including un-used bank facilities amounted to US$ 9,659,006 (2006 : US$
12,307,640) as at the same date. This has resulted in an amount of US$ 53,325,255 (2006 : US$ 14,808,664) exposure of foreign currency

liabilities as at the balance sheet date.

The management has taken following steps to mitigate the exposure of currency risk on payments in foreign currencies. By doing so, the

Company has managed to settle all the foreign currency liabilities without default in the past.

1 Ministry of Finance and Treasury (MOFT) approves US Dollar sales through Maldives Monetary Authority (MMA) for imports
made by the Company based on the quarterly import statement submitted to MOFT by the Company.
Payment by Maldivian Rufiyaa for some of the import clients by mutual arrangement with the banks.

3 Tie project sales for parties who are willing to sell United States Dollars to State Trading Organization Plc.

35.4 Liquidity Risk

The Group actively manages its debt maturity profile, operating cash flows and availability of funding so as to ensure that all refinancing,
repayment and funding needs are met. As part of its overall prudent liquidity management, the Group maintains sufficient level of cash or
cash convertible investments to meet its working capital requirement.
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35 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

35.5 Effective Interest Rates and Reprising Analysis

In respect of income earning financial assets and interest bearing financial liabilities , the following table indicates their effective interest
rates at balance sheet date and the periods in which they reprise.

2007
Note Effective Less than More than Total
Interest 1 Year 1 Year
Rate MRf MRf MRf
Company
Financial Assets
Lafarge Maldives Cement Private Limited 16.4 9.00% 664,885 1,994,657 2,659,542
Maldive Gas Private Limited 16.5 8.50% 7.218,938 - 7,218,938
Fuel Supplies Maldives Private Limited 16.6 7.00% 257,881 - 257,881
Fixed Deposits 21 6.00% 78,732,916 - 78,732,916
86,874,620 1,994 657 88,869,277
Financial Liabilities
Seylan Bank Plc 23.4 9.49% 51,400,000 - 51,400,000
Bank of Maldives Plc 23.6 8.50% 6,577,826 9,648,949 16,226,775
Bank of Maldives Plc 23.10 8.50% 28,503,626 - 28,503,626
HSBC - Male' Branch 23.7 8.50% 83,525,000 - 83,525,000
Ministry of Finance and Treasury 23.12 8.00% 51,462,836 25,634,387 77,097,223
Mations Trust Bank Limited - Sri Lanka 23.11 8.10% 64,084,850 - 64,084,850
Bank Overdrafts 32 9.00% 144 398 777 - 144,398 777
420 952 915 35,283 316 465,236 251
Group
Financial Assets
Lafarge Maldives Cement Private Limited 16.4 9.00% 664,885 1,994,657 2,659,542
Fixed Deposits 21 6.00% 87,553,340 - 87,553,340
88,218 225 1,994 657 90,212,882
Financial Liabilities
Seylan Bank Ple 23.4 9.49% 51,400,000 - 51,400,000
Bank of Maldives Plc 23.6 8.50% 6,577,826 9,648,949 16,226,775
Bank of Maldives Plc 23.10 8.50% 28,503,626 - 28,503,626
HSBC - Male' Branch 23.7 8.50% 83,525,000 - 83,525,000
MNations Trust Bank Limited - Sri Lanka 23.11 8.10% 64,084,850 - 64,084,850
Ministry of Finance and Treasury 23.12 8.00% 51,462,836 25,634,387 77,007,223
Maldives Finance Leasing Company 23.9 8.00% 3,870,531 4,948 674 B,819,205
Bank Overdrafts 32 9.00% 165,547 654 - 165,547,654
454 972 323 40,232 010 495,204,333
2006
Note Effective Less than More than Total
Interest 1 Year 1 Year
Rate MRf MRf MRf
Company
Financial Assets
Lafarge Maldives Cement Private Limited 16.4 9.00% 664,885 3,158,205 3,823,090
Maldive Gas Private Limited 16.5 8.00% 5,336,871 = 5,336,871
Fuel Supplies Maldives Private Limited 16.6 7.00% 1,554,383 257,881 1,812,264
Fixed Deposits 21 3.00% 6,519,583 - 6,519, 583
14,075,722 3,416,086 17,491,808
Financial Liabilities
Seylan Bank Plc 23.4 11.00% 12,757,776 - 12,757,776
HSBC - Male' Branch 23.5 8.24% 1,559,272 1,039,101 2,598,373
Bank of Maldives Plc 23.6 8.50% 6,048,908 16,224,025 22,272,933
HSBC - Male' Branch 23.7 8.70% 44,975,001 - 44,975,001
Maldives Finance Leasing Company 23.9 8.50% 640,025 - 640,025
Ministry of Finance and Treasury 23.12 8.17% 42,950,419 77,097,185 120,047,604
MNations Trust Bank Limited - Sri Lanka 23.11 10.63% 706,750 16,962,000 17,668,750
Bank Overdrafts 32 8.50% 69,846 405 - 69,846,405
179,484,556 111,322,311 290,806 867
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35 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

35.5 Effective Interest Rates and Reprising Analysis (Continued)

Group 2006
Note Effective Less than More than Total
Interest 1 Year 1 Year
Financial Assets Rate MR{ MRF MRSl
Lafarge Maldives Cement Private Limited 16.4 9.00% 664,885 3,158,205 3,823,090
Fixed Deposits 21 3.00% 5,519,583 = 5,519,583
7, 184 468 3,158,205 10,342 673

Financial Liabilities

Seylan Bank Pic 23.4 11,009 12,757,776 - 12,757,776
HSBE - Male' Branch 23.5 8.24% 1,559,272 1,039,101 2,508,373
Bank of Maldives Plc 23.6 8.50% 6,048,908 16,224,025 22,272,933
HSBE - Male' Branch 23.7 8.70% 44,975,001 - 44,975,001
Maldives Finance Leasing Company 3.9 10.75% 2,554,160 5,754,685 8,308,845
Ministry of Finance and Treasury 23.12 8.17% 42,950,419 77,097,185 120,047,604
Mations Trust Bank Limited - Sri Lanka 23.11 10.63% 706,750 16,962,000 17,668,750
Bank Crverdrafts 3z 8.50% 113,940,834 - 113,940,834

225,493,120 117,076,996 342,570,116

35.6 Fair Value of Financial Assets and Financial Liabilities

Financial Assets and Liabilities ( Short - term)

The fair value of financial assets and liabilities approximate their carrying value because of their immediate or short term maturity.

Financial Assets and Liabilities ( Long - term)

The fair value of long-term investments and liabilities cannot be determined without incurring excessive costs and time due to lack of quoted

market places and related information. The directors believe that the fair value would not differ significantly from its carrying amounts
recorded in the balance sheet.
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36 RELATED PARTY TRANSACTIONS
Related Party Relationship Nature of the Amount Balance as at
Transaction 31/12/2007
Due from / (Due to)
MRf. MRF.
Sale of goods 95,700
Allied Insurance Company Subsidiary Company Services cbtained (6,402,183)
of the Maldives Pvt Ltd Interest on advance 270,000
Rent received 416,081
Dividends received 8,249,945 B71,302
Purchase of oil (4965,945,455)
5TO Maldives (Singapore) Pte Ltd Subsidiary Company Rent received 154,200
Services cbtained (163,103)
Dividends received 41,008 {132,455,851)
STO Lanka (Pvt) Ltd Subsidiary Company Purchase of tea (148,525)
Bad debts written off (7,782,304) -
Maldives Mational Oil Subsidiary Company Purchase of oil (13,124,193)
Company Ltd Rent received 154,200 216,176
Maldive Gas Pvt Ltd Subsidiary Company Sale of goods 454,041
Purchase of gas (389,397)
Rent received 274,384 430,957
Interest on advance 357,325
Loan Given - 7,218,938
Fuel Supplies Maldives Subsidiary Company Sale of fuel 1,810,631,552
Pwt Led Purchase of fuel (629,898,233)
Dividends received 12,597,000
Rent received 757,362
Services obtained (2,481,994)
Interest on advance 77,617 241,956,805
Loan Given - 257,881
Maldives Structural Products Joint Venture Company Sale of goods 13,560
(Pvt) Ltd Purchase of goods (53,437,094)
Dividends received 3,055,000 (12,688,189)

Lafarge Maldives Cement

Associate Company

Purchase of goods

(52,290,675)

Pvt Ltd Sale of goods 18,894
Services rendered 109,200
Interest an advance 284,242 (5,765,620)
Rainbow Enterprises Related Party of Joint Purchase of goods (1,913,4561) 7,278,400
Private Limited Venture
Maldives Industrial Fisheries Investee Company Sale of goods 13,157,772
Company Limited Purchase of goods (9,548,269) 329,227
Ensis Fisheries Private Limited Related party of Servises Rendered
Subsidiary 1,081,036 857,112
G.Dh.Atoll Rayyithunge Investee Company Purchase of goods (364,713)
Cooperative Society Sale of goods 14,564,280 6,392,815
Ministry of Finance and Treasury  Majority Shareholder Loans settlements (42,950,380)
Loan interest paid (8,369,246)
Food subsidy income 99,744,422 30,421,892

Dividend paid
Loan Given

(85,280,000)

(77.097,223)
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36 RELATED PARTY TRANSACTIONS (CONTINUED)

36.1 Transactions with Key Management Personnel

The board of directors of the Group are the members of key management personnel. Group has paid MRf. 1,408,665/- as emoluments and
fees to the directors during the year ended 31st December 2007 (2006: MRf. 1,644,386/-).

37 POST BALANCE SHEET EVENTS

No circumstances have arisen since the balance sheet date which require adjustments to/or disclosure in the financial statements.

38 COMPARATIVE FIGURES

Comparative figures have been reclassified wherever appropriate to confirm with the current year presentation.

39 INVESTMENTS IN SUBSIDIARIES

The company is the parent company for the following six subsidiaries.

Country of No of Shares Share Holding %
Incorporation 2007 2006 2007 2006
Allied Insurance Company of the Maldives Pvt Ltd Maldives 149,999 149,999 99.99% 99.99%
STO Maldives (Singapore) Pte Ltd {Note 39.1) Singapore 199,598 199,998 99.99% 99.99%
STO Lanka Pvt Ltd (Mote 39.2) Sri Lanka - 585,599 - 59.99%
Maldives National Qil Company Ltd Maldives 99,999 99,999 99.99% 99.99%
Maldive Gas Pvt Lbd Madives 61,200 61,200 S0 90%
Fuel Supplies Maldives Pvt Ltd Maldives 10,200 10,200 66.67% 66.67%

39.1 STO Maldives (Singapore) Pte Limited is domiciled and incorporated in Singapore and the principal activities of the company are to undertake
international trading of commodities.

39.2 STO Lanka (Private) Limited is a limited liability company incorporated and domiciled in Sri Lanka. The company had been approved under
section 17 of the BOI Act of Sri Lanka. The principal activities of the company are cultivation, manufacture and sale of black tea. The
Company has disposed this investment during the year for a consideration of MRf. 6,425,000. According to the agreement the Company
has received 50% from the total consideration and balance 50% will be received in next two years.

40 INVESTMENT IN JOINT VENTURE

The Company has invested in the following joint venture.

Country of No of Shares Share Holding %
Incorporation 2007 2006 2007 2006
Maldives Structural Products Pvt Ltd Maldives 47,000 47,000 50% 50%
41 INVESTMENT IN ASSOCIATE
The Company has invested in the following associate.
Country of No of Shares Share Holding %
Incorporation 2007 2006 2007 2006
Lafarge Maldives Cement Private Limited Maldives 10,567,267 10,567,267 25% 25%

42 DIRECTORS’ RESPONSIBILITY

The Board of Directors are responsible for the preparation and presentation of these financial statements.
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