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In early 2011 economists, politicians and markets around the 

world were looking with increasing concern at one alarming 

statistic – global food prices had risen over 33% in one year. 

Demand was growing faster than supply; bad weather had 

caused poor harvests; feed costs were up so farmers had 

to raise prices. Speculators played their part and Central 

Banks in Europe and the US were printing money – calling it 

quantitative easing – and in the process driving up inflation. 

The 2007-2008 crisis seemed to be repeating itself. As per 

the FAO Food Price Index (shown elsewhere in this report), 

the food price peak reached in February 2011 was an all-time 

high, well above the 2008 peak. Fortunately, markets are 

largely self correcting, and the following months saw larger 

harvests coming in, a pick-up in supplies and a subsequent 

decline in price levels. The crisis was averted. While the 

declining trend through 2011 was welcome, the index 

nevertheless remained well above all the four previous years.

Chairman’s Report

The favourable impact of these movements was 

unfortunately offset by a weakening of the Seychelles 

Rupee during the year. This left the rupee costs of imports 

experiencing an increasing trend, and at a rate that 

sometimes exceeded the decline in dollar or Euro CIF prices. 

The result was strong pressure on costs and on the company’s 

slim margins for basic foods. This made it more of a challenge 

for STC to hold the price line against food cost inflation. The 

pass through of fuel price increases at the pump and in utility 

rates affected household cost of living. This would have been 

compounded significantly for families and businesses if basic 

food prices had also risen steeply at the same time.

Once again however STC was successful in using its buffer 

stocks to average out its costs and prices and play its role as 

price anchor against any sharp increases in prices of basic 

food commodities. While open market trading continued, 

with plenty of private traders bring in other brands and 



7  A N N U A L  R E P O R T

The core role of STC remains its contribution to food 

security through maintenance of large buffer stocks. The 

diversification of storage locations of these buffer stocks, and 

with adequate cold chain facilities where necessary remains a 

work in progress. The Praslin warehousing facility awaits final 

approvals to start construction. This will, once completed, 

provide added food security and at reduced operational 

costs.

Overall I am confident that STC will continue to stay focused 

and look for improved ways deliver value in its activities to 

enhance consumer welfare and staff development, while 

remaining profitable.

origins, STC’s system also kept competitor prices in check, to 

the benefit of all consumers.

There were also some major national events during the 

year – including the first ever Carnaval de Victoria, two 

national elections, and the Indian Ocean Games. As always, 

STC played its part to provide a stable backdrop in terms 

of dependable and affordable basic food supplies while 

the nation was engaged in organization of these events. 

STC played a more direct part in the Carnaval and the 

Indian Ocean Games by way of sponsorships, stalls, and 

food supplies to the athletes’ village. Other Corporate 

Social Responsibility initiatives were not neglected, and 

STC maintained its contributions in a wide range of areas 

including student sponsorships to the University of 

Seychelles, the long term support to the orphanages and 

the HIV positive mothers, apart from the new events of the 

Carnaval and the Indian Ocean Games.
Colin Jean-Louis

Chairman

Vision
To be a reliable and successful Trading Company, supported by a committed and professional workforce, 

that exceeds the expectations of its stakeholders.

Mission
To be the consumers’ best choice when looking for value they can trust. We shall do this by providing quality 

goods and services within the reach of every household in Seychelles.
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CEO’s Report

During 2011 STC management and staff made a fresh, 

concerted effort to put into practice what we had spelt 

out in our Mission Statement ….to be the consumer’s best 

choice when they look for value they can trust. Of course 

this is easier said than done, and needs a well coordinated 

effort to improve in the background at the levels of basic 

infrastructure, facilities, systems, planning, and of course 

the most important HR element. Business Plans and targets 

set by heads of divisions for all operational units within the 

company at the beginning of the year were aligned towards 

this end.

Consumers are very important stakeholders of STC; but 

also are not the only ones. Our sole shareholder and the 

employees also have expectations from STC which have 

to be kept in the frame of objectives at all times. Progress 

was indeed made during the year towards meeting the 

expectations of all our stakeholders and plenty still remains 

to be done and improved on.

Capacity building is a term that is often overused as a 

desirable objective for many organizations. However some 

important capacity building achievements were actually 

the most significant features of STC’s year. On the side of 

physical capacity, some long pending upgrade projects 

were finally taken off the shelf and actioned to address 

problems being faced due to the ageing infrastructure 

– some well over 25 to 30 years old. In August a major 

renovation project was undertaken at the Supermarket. 

In addition to the Supermarket project, major upgrades 

were initiated to cold storage facilities in the perishables 

wholesale areas that handle meats and fruit and vegetables 

at Huteau Lane and in the fishing port area. While these 

are still works in progress, already our retail consumers as 

well as our valuable trade customers experienced improved 

customer services, while the company benefited from 

better controls and more reliable facilities. In addition to 

this, a complete facilities upgrade was also put into effect 

in the Duty Free shops – at the Airport Departure lounge, 

the downtown Gift Shop, and the new downtown Praslin 

shop to replace the airport shop there. The association with 

G.Heinemann was a key element that helped design and 

merchandising decisions and outcomes remain at par with 

international norms. The Arrivals Shop at the international 
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airport is next in line for an upgrade to a similar level.

The investment in all these infrastructure upgrades was 

important at this time, and it arrested cost leakages in 

repairs and maintenance and spoilage while enhancing the 

customer experience across the board. STC’s core activity 

of providing reliable food security with a range of buffer 

stockholding in basic imported foods also became more 

efficient. The missing component of improved warehousing 

in Praslin shall also hopefully come on stream in 2012 once 

the new premises at Baie St.Anne are available to work with. 

The importance of good alternate storage locations needs 

to be stressed again so that buffer stock management is 

optimized.

Physical infrastructure improvement needs to be 

complemented by human capacity upgrades. This was 

addressed through training and development programs for 

our staff. This received attention during the year, and some 

important elements included the expanded trainee scheme 

for school leavers, professional courses in accounting and 

logistics, and sponsorship of 4 undergraduate students at 

Unisey. Strong staff performers in all functional areas, and 

at all levels, were recognized and rewarded through staff 

incentive schemes and performance bonuses.

As far as STC’s financial results go, the picture in 2011 was 

one of consolidation rather than growth. While overall 

revenue did register a 16% growth over the previous 

year, the cost of sales edged upwards by a slightly higher 

percentage, and significant repair and maintenance 

expenses to renovate several locations with ageing 

facilities boosted the administration expenses and so led 

to a 7% lower profit before taxes of SR 29M for the year. 

Overall results for STC with a 3% net profit before taxes 

in 2011, indicate that we managed to maintain the right 

balance of not being a drain on government resources by 

needing budgetary support, and yet did not make excess 

profits either, and thus fulfilled a promise to consumers by 

demonstrating that we continue to Value their Trust.

 

Patrick Vel 

CEO
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STC kept its focus on consolidating its performance within 

its existing range of activities. These included imports, 

warehousing and wholesale of the range of basic foods; 

additional wholesale development of certain branded fast 

moving consumer products; a retail presence through the 

supermarket, duty free shops, and franchised outlets; light 

manufacturing activities in toilet tissue and tea blending. 

Performance efficiency enhancements were targeted in all 

these areas, and support was provided to all profit centres by 

the central functions of Finance, HR, IT and logistics.

Imports and Food Security

Basic food imports, buffer stock management and careful 

pricing decisions in a rising market occupied the imports staff 

in the Commercial Division. Overall food prices peaked early 

in the year then gradually declined, as evident from the FAO 

charts below.

The softening of food commodity prices in the latter part 

of the year was counteracted by a declining trend of the 

Seychelles rupee exchange rate to main trading currencies. 

This kept up pressure on margins in the main volume products. 

Somali pirate activity remained a real threat to all commercial 

shipping into the region, and freight and insurance rates 

remained high.

New initiatives included an extension of the container park 

at the Fruit & Vegetables Unit, allowing a valuable 4 extra 

refrigerated containers to be accommodated when required. 

Significant investments were made to modernize and upgrade 

Review of Activities
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will hopefully be able to crack down on the practice.

Brand building through targeted advertising and promotional 

campaigns and merchandising innovation continued through 

the year. The promotional opportunities provided by the 

national events of the Carnaval and the Indian Ocean Games 

were seized upon and used as marketing vehicles.

Retail

In August 2011 a big renovation project was undertaken at 

the Supermarket. This was long overdue and led to a marked 

improvement. The interior floors and ceilings were remodeled,

display racks and ambient lighting were improved, EPOS 

checkout systems were speeded up and upgraded, and the 

fresh fruit and vegetable areas received more efficient and 

customer friendly displays. The result of all this was a complete 

new look for the Supermarket and favourable customer 

feedback.

the cold storage facilities at the Meat wholesale unit.  This 

reduced costs on demurrage and spoilage losses. Further work 

on improved display chillers is continuing and will create a 

welcoming customer service environment. A proper packing 

area was constructed in the Fruit & Veg unit and plastic 

air curtains installed in all chiller areas to improve cooling 

efficiency and reduce energy costs. 

On the side of supply chain logistics, a new organizational 

structure helped to streamline processes, and improved 

supplier relationships and cost savings resulted from a new 

tendering framework for product sourcing.

Distribution, Marketing, and Sales
 

The Trade Marketing Team that was set up in the previous year 

became fully functional in 2011. Their effectiveness is apparent 

from the sales volume growth that was registered for Category 

One (essentials) as well as Category Two and Three products 

that include perishables and branded FMCG ranges. Additions 

to the distribution vehicle fleet helped improve mobility for 

the sales force and improved customer service levels. Door 

to door delivery of STC product ranges was put into effect for 

trade customers on Praslin and La Digue as well.

An unwelcome development being noticed in the market is 

an influx of fake and counterfeit copies of well known branded 

products of good quality. This often impacted STC’s sales 

efforts of genuine products from reputable manufacturers. The 

Fair Trading Commission was made aware of cases noticed, and 
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In addition to the Supermarket, the other retail spaces that 

underwent a transformation were the Duty Free outlets in the 

international departure lounge, the downtown gift shop, 

and the Praslin shop. With active involvement of associates 

G.Heinemann of Hamburg, with their vast experience as Duty 

Free and Travel retail operators in major world airports, the 

Seychelles shops were remodeled extensively. The upgrades   

have led to much smarter and efficiently merchandised outlets 

with a uniform and internationally benchmarked appearance.

The franchise shop operations were maintained and serviced. 

Some negotiations were entered into with the Fair Trading 

Commission to improve understanding of objectives and 

operations of STC’s franchise shops and the service they 

provide to residents of dispersed districts and villages.

Light Manufacturing
 
Toilet paper manufacturing and supplies remained reliable 

and consistent. Consumer preference remained strong and 

STC’s Orchid brand is the default choice for most homes, while 

alternative imported brands are also available.

Tea blending and packing operations remained active, 

although local cultivation and black tea production was scaled 

down to a moderate level. The management of the Tea Tavern 

restaurant was contracted out by tender to a private operator, 

and further initiatives were taken to improve the tourism 

appeal of the picturesque premises at Morne Blanc and to 

develop services such as guided tours and trails.
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STC’s bakery continued to experience heavy demand for its 

popular sliced bread due to the very favourable price and 

quality equation that it offers. External demand from other 

retail outlets now far exceeds the in-house demand of the 

Supermarket. The small in-store bakery at the Supermarket 

also makes other specialty baked goods, for internal sale only.

Corporate Support Services

Information Technology – Electronic Point of Sales systems 

were changed and unified across the main retail points – 

the Supermarket and the Duty Free outlets. The Duty Free 

outlets have touch screen technology while the Supermarket 

checkouts retain the scanners due to the different transaction 

volumes and nature of product turnover. The improvement 

in the back office facilities were well appreciated by users 

as timely and simplified reports became available enabling 

quicker stock responses and decision making. In addition the 

IT support team continued to ensure all systems for stock 

control, financials and PC networks ran smoothly across 

the company. There are plans to more actively address web 

based transactions in the coming year, by building enhanced 

functionality into the STC website.

Human Resource Development –  the company’s trainee 

scheme for school leavers remained an important element 

of the HR program. At year end there were five such trainees 

on the rolls, active in areas such as Finance, Trade Marketing 

and Information Systems. In addition ten staff were sent on 

internationally accredited professional training courses at 

SIM including ACCA, CILT, CIM, and CIPS. The University of 

Seychelles now has 4 undergraduate students enrolled covered 

by funding from STC. The first two are expected to graduate 

in September 2012. Overseas training included one Product 

Manager sent to Hamburg for Category Management training 

at G.Heinemann, and a senior ISU technician sent to Shanghai 

for an IT Seminar. Female staff (282) continue to outnumber 

males (151) in STC by a wide margin in a total strength of 433 

across all units.

Finance – apart from the day to day services of processing 

payments and receipts, the finance department provided 

regular analysis and control for all stocks and assets. Forward 

planning of operations in each profit centre always includes 

the participation of a representative from the Finance 

department to align the financial planning with operational 

strategies. Exchange rate volatility was a major factor in 

forward planning of imports, and close cost control was vital to 

be sure that slim margins were protected.
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The Directors have pleasure in submitting their report together with the audited financial statements of the Company for 

the year ended December 31, 2011.

PRINCIPAL ACTIVITY

The principal activity of the Company comprises the importation of essential commodities so as to ensure their continuous 

provision on the local market at most competitive prices.

The Company started its activities on March 1, 2008 after taking over some of the assets and activities of the Seychelles 

Marketing Board (SMB) which was in liquidation.

RESULTS

  SR

 Profit before tax 29,045,319

 Tax expense (9,170,176)

 Profit for the year  19,875,143

 Retained earnings brought forward 68,066,757

 Retained earnings carried forward 87,941,900

DIVIDENDS

The Directors did not propose any dividends for the year under review (2010: Nil).

PROPERTY, PLANT AND EQUIPMENT

Additions to property, plant and equipment amounted to SR 22.7 million during the year ended December 31, 2011 (2010: 

SR 7.5 million). These are made up mainly of plant and machinery, computer equipment, furniture and fittings, motor 

vehicles and work-in-progress.

Property, plant and equipment are stated at cost less accumulated depreciation. The Directors are of the opinion that the 

carrying amounts of the assets approximate their fair values and do not require any adjustments for impairment.

DIRECTORS AND DIRECTORS’ INTERESTS

The Directors of the Company since the date of the last report and to date are:

Colin Jean-Louis

Patrick Vel

Steve Fanny

Audrey Nanon

Marilyn Reginald

Melanie Stravens

None of the Directors has any interest in the shares of the Company during the year (2010: Nil).

Directors’ Report
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Directors’ Report (Contd..)

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for the overall management of the affairs of the Company including the operations of the 

Company and making investment decisions.

The Board is responsible for the preparation and fair presentation of these financial statements in accordance with 

International Financial Reporting Standards and in compliance with the Seychelles Companies Act, 1972. This responsibility 

includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation 

of financial statements that are free from material misstatements, whether due to fraud or error; selecting and applying 

appropriate accounting policies that fall within the accounting policies adopted by the Company; and making accounting 

estimates that are reasonable in the circumstances. The Directors have the general responsibility of safeguarding the 

assets, both owned by the Company and those that are held in trust and used by the Company.

The Directors consider they have met their aforesaid responsibilities.

AUDITORS

The retiring auditors, Messrs. BDO Associates, are eligible for re-appointment.

Colin Jean-Louis Patrick Vel  Steve Fanny  
Director Director Director

Audrey Nanon Maryline Reginald Melanie Stravens 
Director Director Director

Dated:

Victoria, Seychelles



1 6 A N N U A L  R E P O R T

Independent Auditors’ Report to the Members

This report is made solely to the members of Seychelles Trading Company Limited, (the “Company”), as a body, in terms of 
our engagement to conduct the audit on their behalf. Our audit work has been undertaken so that we might state to the 
members those matters which we are required to state to them in an auditors’ report and for no other purpose. To the fullest 
extent permitted by law, we do not accept or assume responsibility to anyone other than the members as a body, for our 
audit work, for this report, or for the opinions we have formed.

REPORT ON THE FINANCIAL STATEMENTS
We have audited the attached financial statements of Seychelles Trading Company Limited set out on pages 16 to 44 which 
comprise the Statement of Financial Position at December 31, 2011, the Statement of Comprehensive Income, Statement of 
Changes in Equity and the Statement of Cash Flows for the year then ended and a summary of significant accounting policies 
and explanatory notes.

BOARD’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
As stated on page 14 of the Director’s Report, the Board of Directors are responsible for preparation of the financial 
statements.

AUDITORS’ RESPONSIBILITY
Our responsibility is to express an opinion on those financial statements based on our audit. We conducted our audit 
in accordance with International Standards on Auditing. Those standards require that we plan and perform the audit to 
obtain reasonable assurance that the financial statements are free of material misstatement. An audit involves performing 
procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditors’ judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making these risk assessments, the auditors consider internal control relevant 
to the Company’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 Company’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of accounting estimates made by the Board of Directors 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.
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OPINION
In our opinion, the financial statements on pages 16 to 44 give a true and fair view of the financial position of the Company 
at December 31, 2011 and of its financial performance and its cash flows for the year then ended in accordance with 
International Financial Reporting Standards and comply with the Companies Act, 1972.

REPORT ON OTHER LEGAL REGULATORY REQUIREMENTS

Companies Act, 1972
We have no relationship with, or interests, in the Company other than in our capacity as auditors, tax and business advisers 
and dealings in the ordinary course of business.

We have obtained all information and explanations we have required.

In our opinion, proper accounting records have been kept by the Company as far as it appears from our examination of those 
records and comply with the provisions of the Seychelles Companies Act, 1972.

Public Enterprise (Monitoring) Act, 2009
In our opinion, proper accounting records have been kept by the Bank as far as it appears from our examination of those 
records.
We have obtained all the information necessary for the purpose of our audit and are satisfied with the information received.

Dated: 27-3-2012
Victoria, Seychelles

Independent Auditors’ Report to the Members (Contd..)

BDO Associates
Chartered Accountants
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 Notes 2011 2010 
ASSETS  SR SR 
Non-current assets
Property, plant and equipment 5 58,725,594  41,988,034  
Intangible assets 6  720,875 85,414  
Investment in available-for-sale financial assets 7 25,000   -  
   59,471,469  42,073,448  
Current assets 
Inventories 8 176,217,786  146,197,053  
Trade and other receivables 9 30,707,179 30,435,172  
Cash and cash equivalents 23(b) 58,768,716  50,346,192  
  265,693,681  226,978,417  
Total assets  SR   325,165,150  269,051,865  
EQUITY AND LIABILITIES 
Capital and reserves 
Share capital 10 10,000  10,000  
Shareholder’s loan 11 92,209,737  92,209,737  
Retained earnings  87,941,900  68,066,757  
  180,161,637  160,286,494  
LIABILITIES 
Non-current liabilities 
Borrowings 12 59,294,000 45,000,000  
Deferred tax liabilities 13(a)  4,173,163 2,830,120  
Retirement benefit obligation 14 5,130,176 4,221,355  
  68,597,339  52,051,475  
Current liabilities 
Trade and other payables 15 61,247,174  32,657,524  
Borrowings 12 1,259,000   -  
Current tax liabilities 16(a) 13,900,000  24,056,372  
  76,406,174  56,713,896  
 
Total equity and liabilities   325,165,150  269,051,865  
 

Statement of Financial Position
December 31, 2011

The notes on pages 20 to 44 form an integral part of these financial statements.
Auditors’ report on page 14 &15

These financial statements have been approved for issue by the Board of Directors on 27th March 2012

Colin Jean-Louis Patrick Vel  Steve Fanny  Audrey Nanon Marilyn Reginald Melanie Stravens
Director Director Director Director Director Director
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The notes on pages 20 to 44 form an integral part of these financial statements.
Auditors’ report on page 14 & 15

 Notes 2011 2010
  SR SR
    
Revenue 2(k)  814,970,484   703,060,544 
 
Cost of sales 17 (681,473,737)  (583,120,874)
 
Gross profit  133,496,747  119,939,670 
 
Distribution expenses 17 (11,610,302) (7,768,820)
 
Administrative expenses 17 (96,703,247) (82,189,240)
 
Other income 18  4,687,556   5,003,084 
 
Other gains 19 2,519,570   2,682,422 
 
Operating profit 20 32,390,324  37,667,116 
 
Net finance costs 21 (3,345,005)  (6,433,654)
 
Profit before tax   29,045,319   31,233,462 
 
Tax expense 16(b)  (9,170,176)  (11,252,113)
 
Net profit and total comprehensive  
income for the year  19,875,143  19,981,349 
 
 

Statement of Comprehensive Income
Year Ended December 31, 2011
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 Share Shareholder’s Retained
 capital loan earnings Total
  SR   SR   SR   SR

Balance at January 1, 2011 10,000   92,209,737   68,066,757   160,286,494
Total comprehensive income
for the year  -   -   19,875,143   19,875,143
Balance at December 31, 2011  10,000   92,209,737   87,941,900   180,161,637

Balance at January 1, 2010  10,000   92,209,737   48,085,408   140,305,145
Total comprehensive income
for the year  -   -   19,981,349   19,981,349
Balance at December 31, 2010  10,000   92,209,737   68,066,757   160,286,494

Statement of Changes In Equity
Year Ended December 31, 2011

The notes on pages 20 to 44 form an integral part of these financial statements.
Auditors’ report on page 14 &15
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 Notes 2011 2010
  SR SR
Cash flow from operating activities 
 
Cash generated from operations 23(a)  34,804,004   3,872,189 
Interest paid   135,716   -   
Net cash generated from operations  34,939,720   3,872,189 
Tax paid 16(a)  (17,983,505)  (1,969,280)
Net cash generated from operating activities   16,956,215   1,902,909 
 
Cash flows from investing activities 
Purchase of property, plant and equipment 5  (22,743,476)  (7,545,326)
Purchase of intangible assets 6  (740,784)  (24,550)
Purchase of investment in available-for-sale 
   financial assets 7  (25,000)  -   
Interest received   112,288   793,612 
Net cash used in investing activities   (23,396,972)  (6,776,264)
 
Financing activity 
Repayment of borrowings   -     (15,000,000)
Proceeds from long-term borrowings   15,553,000   -   
Net cash proceeds from/(used in) financing activity   15,553,000   (15,000,000)
 
Net increase/(decrease) in cash and cash equivalents  9,112,243   (19,873,355)
 
Movement in cash and cash equivalents 
At January 1,    50,346,192   73,970,779 
Increase/(Decrease)   9,112,243   (19,873,355)
Effect of foreign exchange rate changes    (689,719)  (3,751,232)
At December 31, 23(b)  58,768,716   50,346,192 

Statement of Cash Flows
Year Ended December 31, 2011

The notes on pages 20 to 44 form an integral part of these financial statements.
Auditors’ report on page 14 & 15
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Notes to the Financial Statements
Year Ended December 31, 2011

1.  GENERAL INFORMATION
 Seychelles Trading Company Limited is a limited liability company, incorporated and domiciled in the Republic of Seychelles 
with its registered office located at Latanier Road, Victoria Seychelles. It is fully owned by the Government of Seychelles and 
started its activities on March 1, 2008 after taking over some of the activities and assets of the Seychelles Marketing Board 
(SMB).

 These financial statements will be submitted for consideration and approval at the forthcoming Annual General Meeting of the 
Company.

2.  PRINCIPAL ACCOUNTING POLICIES
 The principal accounting policies adopted in the preparation of these financial statements are set out below.

(a)  Basis of preparation
 The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) and 
comply with the Companies Act 1972. The financial statements of the Company have been prepared under the historical cost 
convention, except that relevant financial assets and financial liabilities are measured at fair value/amortised cost.

 Standards, Amendments to published Standards and Interpretations effective in the reporting period

 Amendment to IAS 32, ‘ Classification of rights issues’, addresses the accounting for rights issues that are denominated in a 
currency other than the functional currency of the issuer. Provided certain conditions are met, such rights issues are now 
classified as equity regardless of the currency in which the exercise price is denominated. Previously, these issues had to be 
accounted for as derivative liabilities. This amendment will not have an impact on the Company’s financial statements.

 Amendment to IFRS 1, ‘Limited Exemption from Comparatives IFRS 7 Disclosures for First-time Adopters’ provides first-time 
adopters relief from presenting comparative information for the new disclosures required by the March 2009 amendments to 
IFRS 7 ‘Financial Instruments: Disclosures’. This amendment will not have an impact on the Company’s financial statements.

 IFRIC 19, ‘Extinguishing financial liabilities with equity instruments’, clarifies the accounting by an entity when the terms of a 
financial liability are renegotiated and result in the entity issuing equity instruments to a creditor of the entity to extinguish 
all or part of the financial liability (debt for equity swap). It requires a gain or loss to be recognised in profit or loss, which is 
measured as the difference between the carrying amount of the financial liability and the fair value of the equity instruments 
issued. If the fair value of the equity instruments issued cannot be reliably measured, the equity instruments should be 
measured to reflect the fair value of the financial liability extinguished. This IFRIC will not have any impact on the Company’s 
financial statements.

 IAS 24, ‘Related Party Disclosures’ (Revised 2009), clarifies and simplifies the definition of a related party and removes the 
requirement for government-related entities to disclose details of all transactions with the government and other government-
related entities. The Company has provided the relevant disclosures.
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(a)  Basis of preparation (cont’d)
 Standards, Amendments to published Standards and Interpretations effective in the reporting period (cont’d)

 Amendments to IFRIC 14, ‘Prepayments of a Minimum Funding Requirement’ correct an unintended consequence of IFRIC 14, 
‘IAS 19 – The limit on a defined benefit asset, minimum funding requirements and their interaction’. Without the amendments, 
entities are not permitted to recognise as an asset some voluntary prepayments for minimum funding contributions. These 
amendments are not expected to have any impact on the Company’s financial statements.

 Improvements to IFRSs (issued May 6, 2010)
 IAS 1 (Amendment), ‘Presentation of Financial Statements’, clarifies that an entity may present the required reconciliations for 
each component of other comprehensive income either in the statement of changes in equity or in the notes to the financial 
statements. This amendment is not expected to have any impact on the Company’s financial statements.

 IAS 27 (Amendment), ‘Consolidated and Separate Financial Statements’, clarifies that the consequential amendments to IAS 
21, IAS 28 and IAS 31 resulting from the 2008 revisions to IAS 27 are to be applied prospectively. This amendment will not 
have an impact on the Company’s financial statements.

 IAS 34 (Amendment), ‘Interim Financial Reporting’, emphasises the disclosure principles in IAS 34 and adds further guidance to 
illustrate how to apply these principles. This amendment will not have an impact on the Company’s financial statements.
 IFRS 1 (Amendment), ‘First-time Adoption of International Financial Reporting Standards’, clarifies that a first-time adopter 
is exempt from all the requirements of IAS 8 for the interim financial report it presents in accordance with IAS 34 for part of 
the period covered by its first IFRS financial statements and for its first IFRS financial statements. It also allows an entity to 
recognise an event-driven fair value measurement as deemed cost when the event occurs, provided that this is during the 
periods covered by its first IFRS financial statements. This amendment will not expected an impact on the Company’s financial 
statements.

 IFRS 3 (Amendment), ‘Business Combinations’, clarifies that the choice of measuring non-controlling interests at fair value or 
at the proportionate share of the acquiree’s net assets applies only to instruments that represent present ownership interests 
and entitle their holders to a proportionate share of the net assets in the event of liquidation. All other components of non-
controlling interest are measured at fair value unless another measurement basis is required by IFRS. The application guidance 
in IFRS 3 applies to all share-based payment transactions that are part of a business combination, including un-replaced 
and voluntarily replaced share-based payment awards. This amendment will not have an impact on the Company’s financial 
statements.

 IFRS 7 (Amendment), Financial Instruments: Disclosures’, clarifies the required level of disclosure around credit risk and 
collateral held and provides relief from disclosures regarding renegotiated loans. This amendment is unlikely to have an 
impact on the Company’s financial statements.

Notes to the Financial Statements
Year Ended December 31, 2011
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(a)  Basis of preparation (cont’d)
 Standards, Amendments to published Standards and Interpretations effective in the reporting period (cont’d)

 Improvements to IFRSs (issued May 6, 2010) (cont’d)
 IFRIC 13 (Amendment), ‘Customer Loyalty Programmes’ clarifies that when the fair value of award credits is measured on the 
basis of the value of the awards for which they could be redeemed, the fair value of the award credits should take account of 
expected forfeitures as well as the discounts or incentives that would otherwise be offered to customers who have not earned 
award credits from an initial sale. This amendment is unlikely to have an impact on the Company’s financial statements.

 IFRS 7 (Amendment), Financial Instruments: Disclosures’, clarifies the required level of disclosure around credit risk and 
collateral held and provides relief from disclosures regarding renegotiated loans. This amendment is unlikely to have an 
impact on the Company’s financial statements.

 IFRIC 13 (Amendment), ‘Customer Loyalty Programmes’ clarifies that when the fair value of award credits is measured on the 
basis of the value of the awards for which they could be redeemed, the fair value of the award credits should take account of 
expected forfeitures as well as the discounts or incentives that would otherwise be offered to customers who have not earned 
award credits from an initial sale. This amendment is unlikely to have an impact on the Company’s financial statements.

 Standards, Amendments to published Standards and Interpretations issued but not yet effective
 Certain standards, amendments to published standards and interpretations have been issued that are mandatory for 
accounting periods beginning on or after 1 January 2012 or later periods, but which the Company has not early adopted.

 At the reporting date of these financial statements, the following were in issue but not yet effective:

 Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters (Amendments to IFRS1)
 (effective July 1, 2011)
 Deferred Tax: Recovery of Underlying Assets (Amendments to IAS 12)
 Disclosures – Transfers of Financial Assets (Amendments to IFRS 7) (effective July 1, 2011)
 Amendments to IAS 1 Presentation of Items of Other Comprehensive Income
 IFRS 9 Financial Instruments
 IAS 27 Separate Financial Statements
 IAS 28 Investments in Associates and Joint Ventures
 IFRS 10 Consolidated Financial Statements
 IFRS 11 Joint Arrangements
 IFRS 12 Disclosure of Interests in Other Entities
 IFRS 13 Fair Value Measurement
 IAS 19 Employee Benefits (Revised 2011)
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(a)  Basis of preparation (cont’d)
 Standards, Amendments to published Standards and Interpretations issued but not yet effective (cont’d)

 Where relevant, the Company is still evaluating the effect of these Standards, amendments to published Standards and 
Interpretations issued but not yet effective, on the presentation of its financial statements.

 The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. 
It also requires management to exercise its judgement in the process of applying the company’s accounting policies. The 
areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the 
financial statements, are disclosed in Note 4.

(b)  Property, plant and equipment
 Property, plant and equipment are stated at historical cost less accumulated depreciation and any impairment in value. 
Historical cost consists of purchase cost, together with any incidental expenses of acquisition and installation.

 Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is 
probable that future economic benefits associated with the item will flow and the cost can be reliably measured. Repairs and 
maintenance are charged to the statement of comprehensive income during the period in which they are incurred.

 Properties in the course of construction for production or administrative purposes are carried at cost less any recognised 
impairment loss. Cost includes professional fees and borrowing costs capitalised for qualifying assets. Depreciation of these 
assets on the same basis as other property assets, commences when the assets are ready for their intended use.

 Depreciation is calculated on the straight line method to write off the cost of each asset to their residual values over their 
expected useful lives as follows:

 - Freehold buildings 4%
 - Plant & Machinery 10%
 - Office equipment 20%
 - Computer equipment 20%
 - Furniture and fittings  10%
 - Motor vehicles  25%

 Land is not depreciated.

 The assets’ residual value and useful lives are reviewed, and adjusted if appropriate, at each reporting period.

 When the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its 
estimated recoverable amount.

 Gains and losses on disposal of property, plant and equipment are determined by comparing proceeds with carrying amount 
and are included in the statement of comprehensive income.

 

Notes to the Financial Statements
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(c)  Intangible assets

 Computer software
 Acquired computer software licenses are capitalised on the basis of costs incurred to acquire and bring to use the specific 
software and are amortised using the straight line method over the estimated useful life of 10 years.

 Costs associated with developing or maintaining computer software are recognised as an expense as incurred.

(d)   Inventories
 Inventories are stated at the lower of cost and net realisable value. In general cost is determined by the weighted average 
method. The cost of finished goods and work in progress comprises raw materials, direct labour, other direct costs and related 
production overheads (based on normal operating capacity) but excludes the borrowing costs.

 Net realisable value is the estimated selling price in the ordinary course of business, less the cost of completion and selling 
expenses. Provisions are made for obsolete inventories based on management’s appraisal.

(e)  Foreign currencies
 Functional and presentation currency 
Items included in the financial statements are measured in the currency of the primary economic environment in which the 
Company operates. The financial statements are presented in Seychelles Rupees (SR) which is the Company’s functional and 
presentation currency.

 Transactions and balances
 Foreign currency transactions are translated in the functional currency using the exchange rates approximating those ruling 
on the transaction dates. Foreign exchange gains and losses resulting from the settlement of such transactions and from 
translation of monetary assets and liabilities denominated in a currency other than the presentation currency, are recognised 
in the statement of comprehensive income. Such monetary assets and liabilities are translated into presentation currency 
using the exchange rates ruling at the end of the reporting period.

 Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the statement 
of comprehensive income within ‘finance income or cost’. All other foreign exchange gains and losses are presented in the 
statement of comprehensive income within ‘other (losses)/gains – net’.

 Non-monetary assets which are denominated in a currency other than the presentation currency are translated at exchange 
rates prevailing at the date these assets were recognised in the financial statements.

 Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the date 
the fair value was determined.

Notes to the Financial Statements
Year Ended December 31, 2011
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(e)  Foreign currencies
 Transactions and balances (cont’d)

 As at year end, the main exchange rates against Seychelles Rupees were as follows:
   2011 2010
   SR SR
Closing Rates:
 1 United States Dollar 13.619 12.235
1 Euro  17.712 16.300
1 GBP  21.091 18.906

(f )   Taxation
 Current tax
 Taxation on the statement of comprehensive income comprises current and deferred tax. Current tax is the expected amount 
of taxes payable in respect of the taxable profit for the year and is measured using the tax rates that have been enacted at the 
end of each reporting period.

Deferred tax
 Deferred tax is provided in full using the liability method, on temporary differences arising between the tax bases of assets 
and liabilities and their carrying amounts in the financial statements. In principle, deferred tax liabilities are recognised for 
all taxable temporary differences and deferred tax assets are recognised for all deductible temporary differences, unused tax 
losses and unused tax credits to the extent that it is probable that taxable profit will be available against which the deductible 
temporary differences, unused tax losses and unused tax credits can be utilised. However, if the deferred income tax arises 
from initial recognition of an asset or liability in a transaction, other than a business combination, that at the time of the 
transaction affects neither accounting nor taxable profit or loss, it is not accounted for.

 Deferred tax is determined using tax rates that have been enacted by the end of the reporting period and are expected to 
apply in the period when the related deferred tax asset is realised or deferred tax liability is settled.

(g)  Financial instruments

 (i)  Financial assets
 Categories of financial assets
 The Company classifies its financial assets as available-for-sale financial assets. The classification depends on the purpose for 
which the investments were acquired.

 Management determines the classification of its investments at initial recognition and re-evaluates this designation at every 
reporting date.
 

Notes to the Financial Statements
Year Ended December 31, 2011
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(g)  Financial instruments (cont’d)
(i)  Financial assets (cont’d)

 Available-for-sale financial assets
 Available for sale financial assets are non-derivatives that are either designated in this category or not classified in any other 
categories. They are included in non-current assets unless management intends to dispose of the investment within twelve 
months of the end of the reporting period.

 Initial measurement
 Purchases and sales of financial assets are recognised on trade-date, the date on which the Company commits to purchase or 
sell the asset. Investments are initially measured at fair value plus transaction costs for all financial assets.

Derecognition
 Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have been 
transferred and the Company has transferred substantially all risks and rewards of ownership.

 Subsequent measurement
 Available-for-sale financial assets are subsequently carried at their fair values.

 Investments in equity instruments that do not have a quoted market price in an active market and whose fair value cannot be 
reliably measured are measured at cost.

 Unrealised gains and losses arising from changes in the fair value of financial assets classified as available-for-sale are 
recognised in equity. When financial assets classified as available-for-sale are sold or impaired, the accumulated fair value 
adjustments are included in the statement of comprehensive income as gains and losses on financial assets.

 The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active (and for 
unlisted securities), the Company establishes fair value by considering various valuation techniques. These include the use 
of recent arm’s length transactions, reference to other instruments that are substantially the same, discounted cash flows 
analysis, option pricing models refined to reflect the issuer’s specific circumstances, cost and dividend basis.

 Impairment of financial assets
 The Company assesses at the end of each reporting period whether there is objective evidence that a financial asset or a 
group of financial assets is impaired. In the case of financial assets classified as available-for-sale, a significant or prolonged 
decline in the fair value of the security below its cost is considered in determining whether the securities are impaired. If any 
such evidence exists for available-for-sale financial assets, the cumulative loss measured as the difference between acquisition 
cost and the current fair value, less any impairment loss on that financial asset previously recognised in equity is removed 
from equity and recognised in the statement of comprehensive income. Impairment losses for an investment in an equity 
instrument are not reversed through the statement of comprehensive income.

Notes to the Financial Statements
Year Ended December 31, 2011
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(g)  Financial instruments (Cont’d)

(ii)  Trade receivables
 Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the effective 
interest method, less provision for impairment. A provision for impairment of trade receivables is established when there is 
objective evidence that the Company will not be able to collect all amounts due according to the original terms of receivables. 
The amount of provision is the difference between the asset’s carrying amount and the present value of estimated future 
cash flows, discounted at the effective interest rate. The amount of provision is recognised in the statement of comprehensive 
income.

(iii)  Trade payables
 Trade payables are carried at cost which is the fair value of the consideration to be paid in the future for goods and services 
received whether billed or not billed to the Company.

(iv)  Cash and cash equivalents
 Cash comprises cash in hand, at bank and demand deposits.

 Cash equivalents are short term, highly liquid investments that are readily convertible to known amounts of cash and which 
are subject to an insignificant risk of change in value, against which the bank overdrafts, if any are deducted. Bank overdrafts 
are shown within the borrowings under current liabilities on the statement of financial position.

(v)  Borrowings
 Borrowings are recognised initially at fair value being their issue proceeds, net of transaction costs. Borrowings are 
subsequently stated at amortised cost, any difference between the proceeds (net of transaction costs) and the redemption 
rate is recognised in the statement of comprehensive income over the period of the borrowings using the effective interest 
method. Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of 
the liability for at least twelve months after the end of the reporting period.

(vi)  Share capital
 Ordinary shares are classified as equity.

(h)  Impairment of assets
 Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Assets that are 
subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount of the asset 
exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. 
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable 
cash flows (cash-generating units).

Notes to the Financial Statements
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2.  PRINCIPAL ACCOUNTING POLICIES (cont’d)

(i)   Offsetting
 Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when the 
Company has a legal enforceable right to set off the recognised amounts and the Company intends either to settle on a net 
basis, or to realise the asset and liability simultaneously.

(j)   Provisions
 Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past event. It is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate can be made of the amount of the obligation.

(k)  Revenue recognition
 Revenue is recognised to the extent that it is probable that the economic benefits associated with the transaction will 
flow to the enterprise and the amount of the revenue can be measured reliably. Revenue is measured at the fair value of 
consideration received. Revenue is recognised according to the following criteria:

(i)  Sales and services revenue
 Sale of goods are recognised when goods are delivered and title has passed.
 Revenue from services are recognised in the year in which the services are rendered (by reference to completion of the 
specific transaction assessed on the basis of the actual service provided as a proportion of total services to be provided).

(ii)  Other revenue
 Other revenues earned by the Company are recognised on the following basis:
 Interest income - on a time-proportion basis using the effective interest method. When a receivable is impaired, the Company 
reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at original effective 
interest rate, and continues unwinding the discount as interest income. Interest income on impaired loans is recognised either 
as cash is collected or on a cost-recovery basis as conditions warrant.

(l)  Retirement benefit obligation

  Retirement benefits
 The amendments to the Seychelles Employment Act in the year 1999 entitled one day wage for each completed month of 
service provided the employee has completed five years continuous service. The Company accrues this liability on a current 
basis and carries it to a provision account for payments to be made as and when they occur.

Notes to the Financial Statements
Year Ended December 31, 2011
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Notes to the Financial Statements
Year Ended December 31, 2011

3.  FINANCIAL RISK MANAGEMENT
 
3.1  FINANCIAL RISK FACTORS 
 
 The Company’s activities expose it to a variety of financial risks : 
 
•  Market risk including: 
  - Currency risk 
  - Interest rate risk 
• Credit risk 
• Liquidity risk 
 
 The Company’s overall risk management programme focuses on the unpredictability of financial markets and seeks to 
minimise potential adverse effects on the Company’s financial performance. 
 
(a)  Market risk 
 Market risk is the risk of adverse financial impact due to changes in fair values or future cash flows of financial instruments 
from fluctuations in foreign currency exchange rates and interest rates.

(i)    Currency risk 
 Foreign exchange risk arises from future commercial transactions and liabilities. 
 
 The Company imports goods from foreign countries and is exposed to foreign exchange risk arising from various currency 
exposures, primarily with respect to the Euro and the US dollar.

 At December 31, 2011, if the Seychelles Rupee had weakened/strengthened by 5% against the US Dollar and Euro 
with all variables held constant, post tax profit would have been mainly as a result of foreign exchange losses/gains as 
depicted below. 
                                                                                                                                    US Dollar Euro 
 2011 2010 2011 2010  
 SR’000 SR’000 SR’000 SR’000 
Impact on results: 
- Trade and other receivables  ± 180   ± 266   ± 115   ± 108  
- Trade and other payables  ± 829   ± 349   ± 583   ± 470  

(ii)  Interest rate risk 
 The Company’s income and operating cash flows are substantially independent of changes in market rates as the company 
has no significant interest bearing assets.   
 
 
 However, the Company’s interest rate risk arises from long-term borrowings.  Borrowings issued at variable rates expose the 
company to cash flow interest rate risk. 
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Notes to the Financial Statements
Year Ended December 31, 2011

3.  FINANCIAL RISK MANAGEMENT (cont’d)

(a)  Market risk (cont’d) 
 
(ii)  Interest rate risk (cont’d) 
 At December 31, 2011, if the interest rates on rupee-denominated borrowings had been 1% lower/higher with all other 
variables held constant, post-tax profit for the year would have been SR.20,879 (2010: nil) higher/lower, mainly as a result of 
lower/higher interest expense on floating rate borrowings. 
 
(b)  Credit risk 
 The company’s credit risk is primarily attributable to its trade receivables.  The amounts presented in the statement of financial 
position are net of allowances for doubtful receivables, estimated by the company’s management based on prior experience 
and the current economic environment. 
 
 The company has no significant concentration of credit risk, with exposure spread over a large number of counterparties and 
customers.  The company has policies in place to ensure that sales of products and services are made to customers with an 
appropriate credit history.   
 
 Cash transactions are limited to high credit quality financial institutions.  The company has policies that limit the amount of 
credit exposure to any one financial position. 
 
The table below shows the credit concentration of the company at the end of the reporting period. 
 
     2011  2010 
Counterparty    %  % 
 10 major counterparties   61  65 
 Others (diversified risk)   39  35 
     100  100 
 
 Management does not expect any losses from non-performance of these customers. 
 
(c)  Liquidity risk 
 Prudent liquidity risk management includes maintaining sufficient cash and marketable securities, the availability of funding 
from an adequate amount of committed credit facilities and the ability to close out market positions. The Company aims of 
maintaining flexibility in funding by keeping committed credit lines available. 
 
 Management monitors rolling forecasts of the Company’s liquidity reserve on the basis of expected cash flow and do not 
foresee any major liquidity risk over the short term. 
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Notes to the Financial Statements
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3.  FINANCIAL RISK MANAGEMENT (cont’d)

(c)  Liquidity risk (cont’d) 
 
 The table below analyses the Company’s financial liabilities into relevant maturity groupings based on the remaining period at 
the end of the reporting period to the contractual maturity date. 
 
     No fixed 
   Less than  Between 1 Between 2 repayment 
   1 year and 2 years and 5 years term Total 
   SR’000 SR’000 SR’000 SR’000 SR’000 
 At December 31, 2011 
 Borrowings from Government  
 of Seychelles     -        -        -     45,000  45,000  
 Bank loan  1,259  3,164  11,130     -     15,553  
 Trade and other 
 payables  61,247     -        -        -     61,247  
 
 At December 31, 2010 
 Borrowings from Government  
 of Seychelles     -        -        -     45,000  45,000  
 Trade and other  
 payables  32,658     -        -        -     32,658  

 3.2 FAIR VALUE ESTIMATION 
 
 The nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate their 
fair values.  The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual 
cashflows at the current market interest rate that is available to the Company for similar financial instruments. 

 The fair value of available-for-sale investments is based on the cost of acquisition. 
 
 Instruments included in level 1 comprise primarily quoted equity investments. 
 
 The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques. 
These valuation techniques maximise the use of observable market data where it is available and rely as little as possible on 
specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included in 
level 2.  

 As there is no observable market data for the available-for-sale financial assets, the financial instrument is
classified under level 3. 

 The carrying amount of available-for-sale financial assets would be an estimated SR.2,500 lower/higher for the company were 
the discounted cash flow analysis to differ by 10% of from management estimates. 
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3.  FINANCIAL RISK MANAGEMENT (CONT’D) 
 
3.3  CAPITAL RISK MANAGEMENT 
 
 The Company’s objective when managing capital is to safeguard the entity’s ability to continue as a going concern so that it 
can continue to provide returns for shareholders and benefits for other stakeholders. 
 
 The Company sets the amount of capital in proportion to risk. The Company manages the capital structure and makes 
adjustments to it in the light of the changes in economic conditions and the risk characteristics of the underlying assets. In 
order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, 
return capital to shareholders, issue new shares or sell assets to reduce debt. 
 
 The Company monitors capital on the basis of the debt-to-adjusted capital ratio. This ratio is calculated as net debt adjusted 
capital.  Net debt is calculated as total debt (as shown in the statement of financial position) less cash in hand and at bank. 
Adjusted capital comprises all components of equity (i.e. share capital, retained earnings and reserves). 
 
During 2011, the Company’s strategy, which has been unchanged from 2010, was to maintain the debt-to-adjusted capital 
ratio at a level in order to secure access to finance at a reasonable cost.  The debt-to-adjusted capital ratios at December 31, 
2011 and 2010 were as follows: 
 
   2011 2010 
   SR’000 SR’000 

 Total debt (note 12) 60,553   45,000  
 Less: Cash and cash equivalents (note 23(b)) (58,769)  (50,346) 
    1,784   (5,346) 
 
 Total equity   180,162   160,286  
 Add: subordinated debt instruments  -   -  
 Adjusted capital   180,162   160,286  
 
 Debt-to-adjusted capital ratio 0.9%  N/A 
 
 The change in the debt-to-adjusted capital ratio is mainly due to the bank loan acquired during the year. 
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4.  CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS 
 
 Estimates and judgements are continuously evaluated and are based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. 
 
 Critical accounting estimates and assumptions 
 The Company makes estimates and assumptions concerning the future.  The resulting accounting estimates will, by definition, seldom 
equal the related actual results.  However, in the financial statements, the estimates and assumptions that have a significant risk of 
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below. 
 
(a)  Impairment of assets 
 Property, plant and equipment are considered for impairment if there is a reason to believe that impairment may be 
necessary. Factors taken into consideration in reaching such a decision include the economic viability of the asset itself and 
where it is a component of a larger economic unit, the viability of that unit itself. 
 
 Future cash flows expected to be generated by the assets or cash-generating units are projected, taking into account market 
conditions and the expected useful lives of the assets. The present value of these cash flows, determined using an appropriate 
discount rate, is compared to the current net asset value and, if lower, the assets are impaired to the present value.  
 
 Cash flows which are utilised in these assessments are extracted from the yearly budget. 
 
(b)  Asset lives and residual values 
 Property, plant and equipment are depreciated over its useful life taking into account residual values, where appropriate. 
The actual lives of the assets and residual values are assessed annually and may vary depending on a number of factors. In 
reassessing asset lives, factors such as technological innovation, product life cycles and maintenance programmes are taken 
into account. Residual value assessments consider issues such as future market conditions, the remaining life of the asset and 
projected disposal values. Consideration is also given to the extent of current profits and losses on the disposal of similar assets. 

(c)  Depreciation policies 
 Property, plant and equipment are depreciated to their residual values over their estimated useful lives. The residual value of 
an asset is the estimated net amount that the Company would currently obtain from the disposal of the asset, if the asset were 
already of the age and in condition expected at the end of its useful life. 
 
 The directors therefore make estimates based on historical experience and use best judgement to assess the useful lives of 
assets and to forecast the expected residual values of the asset at the end of their expected useful lives. 

(d)  Pension benefits 
 The present value of the pension obligations depends on a number of factors that are determined on an actuarial basis using 
a number of assumptions. The assumptions used in determining the net cost for pensions include the discount rate. Any 
changes in these assumptions will impact the carrying amount of pension obligations. 

 The Company determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to 
determined the present value of estimated future cash outflows expected to be required to settle the pension obligations. In 
determining the appropriate discount rate, the Company considers the interest rates of high-quality corporate bonds that are 
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of 
the related pension liability.  
 
Other key assumptions for pension obligations are based in part on current market conditions. Additional information is 
disclosed in note 14. 
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5.   PROPERTY, PLANT AND EQUIPMENT

  Freehold Plant and Office Computer Furniture & Motor Work in
 Land Buildings Machinery Equipment Equipment Fittings Vehicles Progress Total
COST SR SR SR SR SR SR SR SR SR
At January 1, 2010  3,076,323   23,936,588   4,456,796   2,468,015   430,366   3,190,524   4,722,162   742,245   43,023,019
Reclassification  -   -   -   -   675,138   -   -   (675,138)  -
Additions  -   -   1,968,658   271,023   541,921   1,194,227   2,857,182   712,315   7,545,326
Transfer to intangible
assets (note 6)  -   -   -   -   -   -   -   (67,107)  (67,107)
At December 31, 2010  3,076,323   23,936,588   6,425,454   2,739,038   1,647,425   4,384,751   7,579,344   712,315   50,501,238
Reclassification  -   -   540,452   -   -   4,507,026   (5,047,478)  -
Additions  -   163,100   3,304,757   2,355,989   1,106,975   5,058,012   2,571,159   8,183,484   22,743,476
Assets scrapped  -   -   -   -   -   (19,700)  -   -   (19,700)
At December 31, 2011  3,076,323   24,099,688   10,270,663   5,095,027   2,754,400   13,930,089   10,150,503   3,848,321   73,225,014
DEPRECIATION
At January 1, 2010  -   1,663,783   544,379   436,590   105,370   476,524   1,227,264   -   4,453,910
Charge for the year  -   919,677   531,260   385,198   280,605   404,921   1,537,633   -   4,059,294
At December 31, 2010  -   2,583,460   1,075,639   821,788   385,975   881,445   2,764,897   -   8,513,204
Charge for the year  -   924,569   782,429   960,254   406,724   807,520   2,104,720   -  5,986,21
At December 31, 2011  -   3,508,029  1,858,068 1,782,042  792,699  1,688,965   4,869,617   -  14,499,420
NET BOOK VALUE
At December 31, 2011 3,076,323   20,591,659   8,412,595   3,312,985   1,961,701   12,241,124   5,280,886   3,848,321   58,725,594 
At December 31, 2010 3,076,323   21,353,128   5,349,815   1,917,250   1,261,450   3,503,306   4,814,447   712,315   41,988,034

(a)   Depreciation has been charged to the statement of comprehensive income under the following headings:
  2011 2010
  SR SR
Cost of sales   1,756,113  1,088,921
Distribution expenses   1,265,053  1,170,092
Administrative expenses   2,965,050   1,800,281
  5,986,216   4,059,294

(b)   Property, plant and equipment have been pledged as security for bank borrowings.
  -   -

Notes to the Financial Statements
Year Ended December 31, 2011
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Notes to the Financial Statements
Year Ended December 31, 2011

6.     INTANGIBLE ASSETS  
                                                       Computer Software
   2011 2010
COST  SR SR
At January 1,   105,455   13,798
Additions   740,784   24,550
Transfer from property, plant and equipment (note 5)   -   67,107
At December 31,   846,239   105,455

AMORTISATION
At January 1,   20,041   5,060
Amortisation charge   105,323   14,981
At December 31,   125,364   20,041

NET BOOK VALUE
At December 31,  720,875   85,414

 Amortisation charge of SR.105,323 (2010: SR.14,981) has been charged to administrative expenses.

7.   INVESTMENT IN AVAILABLE-FOR-SALE FINANCIAL ASSETS 

   2011 2010
   SR SR
UNQUOTED
Additions during the year and at December 31,   25,000   -

(a)  The available-for-sale investments are in unquoted shares and are stated at their cost of acquisition. The Directors   
 consider the cost of these unquoted investments to represent their fair value at the end of the reporting period.

(b) As there is no observable market data for the available-for-sale investments, the financial instrument is classified under  
 level 3.

(c) The investments are denominated in Seychelles Rupees and are neither past due nor impaired.

8. INVENTORIES 

   2011 2010
   SR SR
(a) Finished goods (at net realisable value) (note (c) below)   124,231,195   80,147,445
 Work in progress (at cost)   91,614   48,987
 Raw materials (at net realisable value) (note (d) below)   7,157,700   5,672,931
 Goods in transit (at cost)   44,737,277   60,327,690
   176,217,786  146,197,053 

(b) Inventories have been pledged as security for bank borrowings.
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Notes to the Financial Statements
Year Ended December 31, 2011

8. INVENTORIES (CONT’D)

(c) The cost of inventories recognised as expense and included in cost of sales for the year amounted to
 SR.652,244,024 (2010: SR. 555,669,530).

(d) Finished goods stated at net realisable value are as follows:     
   2011 2010
   SR SR
At cost  126,215,137   80,147,445
Decrease in value  (1,983,942)  -
At net realisable value   124,231,195   80,147,445

(e) Raw materials stated at net realisable value are as follows:  2011 2010
   SR SR
At cost  7,157,700   5,899,472
Decrease in value   -   (226,541)
At net realisable value   7,157,700   5,672,931

9. TRADE AND OTHER RECEIVABLES  
   2011 2010
   SR SR
Trade receivables   30,083,940   30,327,604   
Other receivables and prepayments   623,239   107,568 
    30,707,179   30,435,172

(a) The carrying amount of trade and other receivables approximate their fair values.
(b) As at December 31, 2011, no trade receivables was impaired (2010: nil).
(c) As at December 31, 2011, trade receivables that were past due but not impaired amounted to 
 SR.1,585,223 (2010: 1,381,838). These receivables are aged between 3 and 6 months.
(d) There was no provision for impairment as of December 31, 2011 (2010: nil).
(e) The carrying amount of the Company’s trade and other receivables are denominated in the following currencies:
   2011 2010
   SR SR
Seychelles Rupee   20,265,613   18,728,629
Euro   1,494,614   3,219,144
US Dollar   5,367,770   7,927,384
Other currencies   3,579,182   560,015
    30,707,179   30,435,172

(f ) The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned above.   
 The Company does not hold any collateral as security.
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Notes to the Financial Statements
Year Ended December 31, 2011

9. TRADE AND OTHER RECEIVABLES (CONT’D)
(g) The other classes within trade and other receivables do not contain impaired assets.
(h) The carrying amount of trade and other receivables approximate their fair values.

10. SHARE CAPITAL 
    2011 & 2010
    SR
Issued and fully paid
100 ordinary shares of SR.100 each     10,000

11. SHAREHOLDER’S LOAN  
   2011 2010
   SR SR
At January 1 & December 31,  92,209,737  92,209,737 

(a) Details of assets taken over from SMB were as follows:
     SR
 Property, plant and equipment    40,555,653
 Inventories    61,173,670
 Cash floats taken over    19,900
     101,749,223
 Less: Amount credited to share capital    (10,000)
 Assets taken over on March 1, 2008    101,739,223
 In 2009 : Transfer from property, plant and equipment   (6,837,477)
   : Transfer from inventories   (2,692,009)
 At December 31, 2011 and 2010   92,209,737

(b) The loan from the Government of Seychelles represents the carrying amounts of net assets taken over from SMB on    
 March 1, 2008 and subsequent transfers in 2009. This is an interest free and non-refundable loan which has been 
 recognised as quasi equity.

(c) The carrying amount has been assumed to approximate its fair value.

12. BORROWINGS 
   2011 2010
   SR SR
 Non-current
 Borrowings from the Government of Seychelles (note (a))   45,000,000   45,000,000
 Bank loan (note (b) and (c))   14,294,000   -
 Total non-current borrowings   59,294,000   45,000,000
 Current
 Bank loan (note (b) and (c))   1,259,000   -
 Total borrowings   60,553,000   45,000,000
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Notes to the Financial Statements
Year Ended December 31, 2011

12. BORROWINGS (CONT’D)
(a) The loan from Government of Seychelles is interest free with no fixed repayment terms and is denominated in Seychelles   
 Rupees. The carrying amount of the loan has been assumed to approximate its amortised cost.

(b) The bank loan is secured by floating charges on the assets of the company including inventories (note 8) and property,   
 plant and equipment (note 5). The rate of interest on the bank loan is 6.5%.

(c) The maturity of non-current bank loan is as follows:  2011 2010
   SR SR
After one year and before five years   15,553,000   -

(d) The exposure of the Company’s borrowings to interest-rate changes and the contractual repricing dates are as follows:

  6 months  6 - 12   1 - 5   Over
  or less  months   years   5 years   Total
  SR SR SR SR SR
At December 31, 2011  15,553,000   -   -   -   15,553,000
At December 31, 2010  -   -   -   -   -

(e) The carrying amounts of the Company’s borrowings are denominated in Seychelles Rupee.

13. DEFERRED TAX
(a) Deferred taxes are calculated on all temporary differences under the liability method at applicable rates as
 mentioned in note 16 (c).
   2011 2010
   SR SR
At January 1,    2,830,120   778,007
Charged to statement of comprehensive income (note 16 (b))   1,343,043   2,052,113
At December 31,    4,173,163   2,830,120
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Notes to the Financial Statements
Year Ended December 31, 2011

3. DEFERRED TAXES (CONT’D)
(b) There is a legally enforceable right to offset deferred tax assets and deferred tax liabilities when the deferred taxes relate    
 to the same fiscal authority on the same entity. The following net amounts are shown in the statement of financial position:

   2011 2010
   SR SR
Deferred tax liability   5,866,121   4,223,167
Deferred tax asset   (1,692,958)  (1,393,047)
Net deferred tax liability   4,173,163   2,830,120

(c) Deferred tax assets and liabilities and deferred tax (credit)/charge in the statement of comprehensive income are attribut  
 able to the following:
   Charged/
   (credited) to
   statement of
  At January 1,  comprehensive At December 31,
  2011 income 2011
  SR SR SR
Deferred tax liability
- Accelerated tax depreciation  4,223,167   1,642,954   5,866,121
Deferred tax asset
- Retirement benefit obligation  (1,393,047)  (299,911)  (1,692,958)
Net deferred tax liability  2,830,120   1,343,043   4,173,163
   Charged/
   (credited) to
   statement of
  At January 1,  comprehensive At December 31,
  2010 income 2010
  SR SR SR
Deferred tax liability
- Accelerated tax depreciation  1,978,248   2,244,919   4,223,167
Deferred tax asset
- Retirement benefit obligation  (1,200,241)  (192,806)  (1,393,047)
Net deferred tax liability  778,007   2,052,113   2,830,120
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Notes to the Financial Statements
Year Ended December 31, 2011

14. RETIREMENT BENEFIT OBLIGATION  
   2011 2010
   SR SR
Statement of financial position
Non-current
At January 1,   4,221,355   3,000,603
Charge to the statement of comprehensive income (note 20(b))   908,821   1,220,752
At December 31,   5,130,176   4,221,355

Statement of comprehensive income
- Other post retirement benefits (note (a))   908,821   1,220,752

(a) Other post retirement benefits
 
Other post retirement benefits comprise mainly of length of service compensation payable under Act and other benefits.

It has been assumed that the rate of future salary increases will be equal to the discount rate.

15. TRADE AND OTHER PAYABLES
   2011 2010
   SR  SR
Trade payables   57,297,309   29,237,228
Accruals and other payables   3,949,865   3,420,296
    61,247,174   32,657,524

(a) The carrying amount of the Company’s trade and other payables are denominated in the following currencies:

   2011 2010
   SR SR
Seychelles Rupee   15,658,667  9,964,916
Euro   17,410,764  11,063,682
US Dollar   25,657,889  8,750,203 
Other currencies   2,519,854  2,878,723  
    61,247,174  32,657,524

(b) The carrying amounts of trade and other payables approximate their amortised cost.
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Notes to the Financial Statements
Year Ended December 31, 2011

16. CURRENT TAX LIABILITIES
   2011 2010
(a) Statement of financial position  SR SR  
At January 1,   24,056,372   16,825,652
Current tax on the adjusted profit for the year ended
at applicable rates (see note (c))   8,500,000   9,200,000  
provision in previous years   (672,867)  -
Less: Provisional tax paid   (17,983,505)  (1,969,280) 
Amount due at December 31,   13,900,000   24,056,372  
 
(b) Statement of comprehensive income
Current tax on the adjusted profit for the year at applicable
tax rates (see note (c))   8,500,000   9,200,000
Over provision in previous years   (672,867)  -
Deferred taxes (note 13 (a))   1,343,043   2,052,113
Tax expense   9,170,176   11,252,113   

Tax on the company’s profit before taxation differs from the theoretical amount that would arise using the basic tax rate of the 
Company as follows:
   2011 2010
   SR SR  
Profit before taxation   29,045,319   31,233,462 

Tax calculated at applicable tax rates (see note (c) below)   9,504,955   10,227,042   
Income not subject to tax   (37,055)  (261,892)  
Expenses not deductible for tax purposes   435,153   490,996   
Excess of capital allowance over depreciation   (1,391,493)  (1,337,989)  
Provision for tax contingency   (11,560)  81,843
Taxation charge for the year   8,500,000   9,200,000 

(c) Applicable tax rates under Business Tax Act, 2009 are as follows:
Taxable income  Tax rates - %

At December 31, 2011 & 2010
≤ SR. 1,000,000  25%
> SR. 1,000,000  33%
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Notes to the Financial Statements
Year Ended December 31, 2011

17. EXPENSES BY NATURE
   2011 2010
   SR SR
Cost of inventories   652,244,024   555,669,530
Depreciation of property, plant and equipment (note 5)   5,986,216   4,059,294
Amortisation of intangible assets (note 6)   105,323   14,981
Electricity and water charges   16,596,308   15,289,562
Packing expenses   3,676,279   3,515,938
Rental expenses   6,710,270   5,755,277
Repairs and maintenance   13,314,208   5,581,811
Stock written off   8,029,289   7,195,142
Telephone and faxes   2,111,519   2,247,338
Employee benefit expense (note 20(b))   44,308,004   43,999,851
Security expenses   2,062,822   1,882,302
Vehicle expenses   2,583,305   1,419,193
Other expenses   32,059,719   26,448,715
     789,787,286   673,078,934
Summarised as follows:
- Cost of sales   681,473,737   583,120,874
- Distribution expenses   11,610,302   7,768,820
- Administrative expenses   96,703,247   82,189,240
   789,787,286   673,078,934 

18. OTHER INCOME  2011 2010
   SR SR
Rental income   3,776,217   3,205,012
Interest income   112,288   793,612
Sundry income   799,051   1,004,460
     4,687,556   5,003,084  

19. OTHER GAINS  2011 2010
   SR SR
Net foreign exchange gains on operations (note 22)   2,519,570   2,682,422

20. OPERATING PROFIT  2011 2010
   SR SR
Operating profit is arrived after charging:
Depreciation on property, plant and equipment (note 5)   5,986,216   4,059,294
Amortisation of intangible assets (note 6)   105,323   14,981
Directors’ emoluments (note 20 (a))   734,016   635,437
Employee benefits expense (note 20 (b))   44,308,004   43,999,851
Auditors’ remuneration   780,000   705,900
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Notes to the Financial Statements
Year Ended December 31, 2011

20. OPERATING PROFIT (CONT’D)
(a) Directors’ remuneration are as follows:  2011 2010
   SR SR
Colin Jean-Louis    42,353   21,884
Patrick Vel   550,487   540,609
Steve Fanny   35,294   18,236
Audrey Nanon   35,294   18,236
Marilyn Reginald   35,294   18,236
Melanie Stravens   35,294   18,236
    734,016   635,437

(b) Employee benefit expense is analysed as follows:  2011 2010
   SR SR
Salaries & wages   35,908,528   28,741,549
Employee benefits and related expenses   3,786,007   8,552,001
Retirement benefits (note 13)   908,821   1,220,752
Staff welfare   3,704,648   5,485,549
    44,308,004   43,999,851

21. NET FINANCE COSTS
   2011 2010
   SR SR
Interest on loan   135,716   -
Net foreign exchange gains on financing activities (note 22)   3,209,289   6,433,654
Net finance costs   3,345,005   6,433,654  

22. NET FOREIGN EXCHANGE (LOSSES)/GAINS
The exchange differences (charged)/credited to the statement of comprehensive income are
included as follows:  2011 2010
   SR SR
Other gains - net (note 19)   2,519,570   2,682,422
Finance costs - net (note 21)   (3,209,289)  (6,433,654)
    (689,719)  (3,751,232)
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Notes to the Financial Statements
Year Ended December 31, 2011

23. NOTES TO CASH FLOW STATEMENT
  Note 2011 2010
   SR SR
(a) Cash generated from operations
Profit before taxation   29,045,319   31,233,462
Adjustments for:
Depreciation on property,
plant and equipment  5   5,986,216   4,059,294
Asset scrapped  5   19,700   -
Amortisation of intangible assets  6   105,323   14,981
Retirement benefit obligation 14  908,821   1,220,752
Interest receivable 18  (112,288)  (793,612)
Loss on foreign exchange  22  689,719   3,751,232
Interest payable 21  (135,716)  -
    36,507,094   39,486,109
Changes in working capital
Inventories   (30,020,733)  (40,973,374)
Trade and other receivables   (272,007)  (8,075,817)
Trade and other payables   28,589,650   13,435,271
    34,804,004   3,872,189
   
   2011 2010
(b) Cash and cash equivalents  SR SR
Cash in hand   410,439   282,632
Bank balance   58,358,277   50,063,560
    58,768,716   50,346,192

24. RELATED PARTY TRANSACTIONS
   2011 2010
   SR SR
Shareholder’s loan   92,209,737   92,209,737
Borrowings (note 12)   45,000,000   45,000,000
Directors’ remuneration & benefits   734,016   635,437

Transactions with related parties are made at normal market prices.

Outstanding balances at the end of the reporting period are unsecured and interest-free. There has been no guarantees 
provided or received for any related party payables or receivables. For the year ended December 31, 2011, the Company 
has not recorded any impairment of receivables relating to amounts owed by related parties (2010: Nil). This assessment is 
undertaken at the end of each financial year through examining the financial position of the related party and the market in 
which the related party operates.
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25.  CAPITAL COMMITMENT
    2011 2010
    SR SR
Capital expenditure approved but not yet contracted   45,000,000   24,500,000

26. CONTINGENT LIABILITY
    2011 2010
    SR SR
Letters of credit    2,200,000   -
Bank guarantees for bonded warehouse    5,000,000   5,000,000
     7,200,000   5,000,000
27. FINANCIAL SUMMARY
  2011 2010 2009 2008
  SR SR SR SR
Statement of comprehensive income
Turnover  814,970,484   703,060,544   733,411,856   667,676,152
Profit before taxation  29,045,319   31,233,462   55,606,834   18,156,581
Taxation  (9,170,176)  (11,252,113)  (20,378,007)  (5,300,000)
Profit and total comprehensive
income for the year  19,875,143   19,981,349   35,228,827   12,856,581

  2011 2010 2009 2008
  SR SR SR SR
Statement of financial position
Non-current assets  59,471,469   42,073,448   38,577,847   42,611,974
Current assets  265,693,681   226,978,417   201,553,813   302,746,903
Total assets  325,165,150   269,051,865   240,131,660   345,358,877

Capital and reserves  180,161,637   160,286,494   140,305,145   114,605,804
Non-current liabilities  68,597,339   52,051,475   63,778,610   156,897,596
Current liabilities  76,406,174   56,713,896   36,047,905   73,855,477
Total equity and liabilities 325,165,150   269,051,865   240,131,660   345,358,877  

Notes to the Financial Statements
Year Ended December 31, 2011
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Activities Roundup.
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Presentation of cheque in support of 
Indian Ocean Islands Games.

VP visited STC Warehouses after his presentation to the National Assembly. 
“STC shall ensure food reserves and price stability”

Best performers visiting State House during an Open Day 
to mark the 100th anniversary.

STC participated in the Carnaval 
International de Victoria.

STC participated in the Carnaval 
International de Victoria.

STC Volleyball Girls Team participated in the Grand Final of the 
Inter-Organisations Sports Festival.
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 Presentation of STC Corporate Business Plans. STC Managers organised a Talent Show.

Marketing Team had a three days in-house training.

STC Fun Day  at Beau Vallon beach. STC Hikers Club - Hike to Copolia

Careers week, organised by STC at Club 55 
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