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Chairman’s  
Message

INTRODUC TION

Dear Shareholders

To say that 2021 was a challenging 
year would be an understatement. 
Despite the difficulties bought about 
by the ongoing pandemic, I am 
pleased to say that RAK Ceramics 
has demonstrated incredible 
resilience to surpass pre-pandemic 
levels of financial performance and 
productivity.

The past few years have been hard 
on all of us. We have seen how 
fragile our lives are, and we have 
also witnessed instability across our 
industry and global markets. Our 
performance in 2021, considering 
these conditions, is a remarkable 
achievement that has exceeded our 
expectations.

Even though the current business 
environment brings a new and 
unanticipated set of problems, the 
UAE is resilient. It will continue to 
thrive as a business hub due to 
its robust infrastructure, visionary 
leadership, and expanding talent 
pool. I am proud to say that due to 
these circumstances, RAK Ceramics 
has been able to consistently achieve 
long-term growth to become one 
of the world’s leading ceramic 
manufacturers.

As the newly elected Chairman, I 
am grateful to be surrounded by 
an experienced board of directors, 
a strong management team, and a 
dedicated workforce of employees 
who share a passion for innovation 
and a vision for long-term growth.

As we enter 2022, we will continue 
our journey of becoming the world’s 
leading ceramics lifestyle solutions 
provider by further strengthening our 
brand in new our key markets and 
focusing on pushing the boundaries 
for new and innovative products.

With this in mind, it gives me great 
pleasure to introduce our 2021 
Annual Report.

SHEIKH SAQR BIN SAUD AL QASIMI
Chairman of the Board
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CHAIRM AN ’ S 
ME SSAG E

RAK Ceramics has been able to 
consistently achieve long-term 
growth to become one of the world’s 
leading ceramic manufacturers.
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Our 2021 financial performance 
exceeded our expectations, 
with revenue and profitability 
surpassing pre-pandemic levels.
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Group CEO’s  
Message

G ROUP CEO  
ME SSAG E

Dear Shareholders

I am pleased to report that our 2021 
financial performance exceeded 
our expectations, with revenue and 
profitability surpassing pre-pandemic 
levels, despite the challenges 
created by a customs duty in Saudi 
Arabia and a significant increase 
in logistics costs due to the global 
shortage of containers. Despite these 
challenges, our business saw positive 
momentum and a gradual return 
towards normality with the easing of 
many lockdown restrictions and the 
return of many economic and trade 
activities.

We reported a significant revenue 
increase in the first quarter of the 
year, marking a five-year high in 
terms of profitability. In addition to 
this, we reported three consecutive 
quarters of positive revenue growth, 
which resulted in a healthy net profit.

Throughout 2021, we focused 
on solidifying our global brand 
positioning as a worldwide provider 
of premium ceramic lifestyle 
solutions, and the strength of our 
brand has enabled us to partner with 
several award-winning designers, 
including world-renowned 

fashion designer Elie Saab. These 
partnerships have enabled us to 
produce some of our most unique 
and innovative products to date.

Despite rising input costs and 
supply chain disruptions, we have 
successfully sustained our current 
operating costs by enhancing our 
plants in UAE, India and Bangladesh 
and increasing selling prices to offset 
the increased freight costs in Europe.

We will continue our commitment to 
increasing efficiency while reducing 
our environmental impact and 
protecting the health and wellbeing 
of our employees. While we have 
seen many pandemic restrictions 
begin to ease, we must not get 
complacent. We will continue to 
evaluate the ongoing situation as the 
potential for new COVID-19 variants 
remains.

Following our strong performance 
in 2021, our priority as we advance 
into 2022 is to protect our market 
share and further strengthen brand 
perception across our core markets. 
We are excited to enhance our online 
and offline presence with the launch 

of our eCommerce platform and 
new outlet stores and showrooms 
across India, Bangladesh, Europe and 
Saudi Arabia.

We look forward to introducing 
various new products and collections 
and strengthening our collaborations 
with international brands. We will 
continue to improve our productivity 
and efficiency and upgrade plants 
to enhance sustainability and 
profitability.

I would like to take this opportunity 
to thank our Board of Directors for 
their unwavering support and our 
management team and employees 
for their hard work and dedication.

ABDALLAH MASSAAD
Group CEO
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Performance Overview

CORPORATE UPDATE 
RAK Ceramics demonstrated strong 
resilience in 2021, with financial 
results exceeding expectations. The 
business continued to deliver strong 
financial performance with revenue 
and profitability surpassing pre-
pandemic levels, despite challenges 
created by the imposition of a 
customs duty in Saudi Arabia and the 
significant increase in inputs prices 
logistics costs due to the global 
shortage of containers. 

RAK Ceramics reported a significant 
revenue increase in the first quarter 
of the year, marking a five-year 
high. The following three quarters 
reported positive revenue growth 
resulting in a healthy net profit 
of AED 283.9 million for the year. 
Total EBITDA also increased +32.7% 
to AED 501.3 million, driven by a 
strong growth trajectory in the core 
business. Total gross profit margin 
for the year increased by +4.2% to 
36.2% due to improved production 
efficiencies and the optimisation of 
production lines across all plants.

In Saudi Arabia, the company’s 
strategy continued to yield results 
despite the imposition of a 12% 
customs duty with a revenue 
increase of +26.7% to AED 543.6 
million. The company strengthen its 
position as a premium provider by 

opening three new showrooms, two 
in Riyadh and one in Madinah, with 
further plans to open an additional 
three showrooms in 2022.

In Europe, higher shipping freight 
rates hindered performance due to 
global container shortages; however, 
revenue increased by 17.0% year on 
year to AED 395.0 million.

Operations marked a strong 
turnaround in India, with business 
surpassing pre-pandemic levels. 
This performance was underpinned 
by positive business sentiments, as 
reflected in improved profitability, 
despite significantly higher fuel costs 
and the third wave of COVID-19 
restrictions. 

Revenue grew by +60.9% year 
on year to AED 389.0 million and 
higher by +42.6% compared to 2019, 
surpassing pre-pandemic levels.

In Bangladesh, the company 
demonstrated resilience and 
reported strong year on year growth 
supported by differentiated products 
for the premium segment with a 
revenue increase of +30.1% to AED 
295.6 million. The RAKC Bangladesh 
share price has increased from BDT 
27 to BDT 61 in the last year, and it 
is trading with a P/E multiple of 26 
times.

In the Middle East, 2021 revenue 
increased by +48.1% to AED 
129.0 million, a strong recovery 
considering the pandemic’s 
substantial impact on 2020 results.

RAK Porcelain, the Group’s tableware 
business, witnessed a rebound to 
pre-pandemic levels with increased 
production to meet growing 
demand. 

Tableware revenue increased +73.1% 
year on year to AED 254.4million. 
Kludi RAK, the Group’s faucets 
business, reported a revenue 
increase of +17.4% to AED 166.5 
million, driven by increased demand 
in all markets.

S EC TION 1

RAK Ceramics demonstrated strong resilience in 
2021, with financial results exceeding expectations. 
The company remains one of the most profitable 
ceramic brands in the world. 
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Total Revenue
Total revenue increased by +21.8% 
year on year to AED 2.86 billion and 
by +11.1% compared to 2019.

Tiles revenue
Tiles revenue increased by +21.3% 
year on year to AED 1.95 billion, 
driven by growth in Saudi Arabia, 
Europe, India and Bangladesh. 

Sanitaryware revenue
Sanitaryware revenue increased by 
+17.4% year on year to AED 542.8 
million. 

Tableware revenue
Tableware revenue increased by 
+73.1% year on year to AED 254.4 
million as the hospitality and airlines 
sectors made a post-pandemic 
recovery. 

CORP OR ATE 
UPDATE

AED2.86BN
TOTAL REVENUE

AED283.9M
NET PROFIT

36.2%
TOTAL GROSS PROFIT MARGIN

AED501.3M
EBITDA

Total Gross Profit Margin
Total gross profit margin increased 
by +420bps year on year to 36.2% 
due to improved production 
efficiencies.

Reported Net Profit
Reported net profit is AED 283.9 
million, after considering the net gain 
of AED 22.9 million from the sale of 
China assets, compared to a net loss 
of AED 126.2 million in 2020.

Like for like net profit  
Like for like net profit increased by 
AED 151 million year on year to AED 
298.1 million, with a margin increase 
of +420bps year of year to 10.4%, 
mainly due to higher revenues and 
gross profit margins.

EBITDA
Total EBITDA increased by +32.7% 
year on year to AED 501.3 million, 
with a  year on year margin increase 
of +1.4% to 17.5%.

2019 20212017 2018

205.2

283.9

2020

-126.2

315.5

225.1

+32.0% +36.2%

2020 2021

+420bps

FINANCIAL HIGHLIGHTS

Shown in % Shown in AED million

2.35

+21.8%

2020 2021

2.86

Shown in AED bn
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TABLEWARE REVENUE
Tableware revenue increased +73.1% 
to AED 254.4 million.

TILE REVENUE
Tiles revenue increased by +21.3% 
year on year to AED 1.95 billion. 

TILES GP MARGIN
Tile gross profit margins increased 
by 5.2% to an all-time high of 36.6%, 
reflecting improved efficiencies and 
streamlined operations.

SANITARYWARE GP MARGIN
Sanitaryware gross profit margins 
decreased by -1.0% year of year to 
33.8% due to higher input costs due 
to increased freight rates.

TABLEWARE GP MARGIN
Tableware gross profit margins 
increased by +1.6% compared to 
2020 to 42.7% due to higher revenue 
and productivity. 

SANITARYWARE REVENUE 
Sanitaryware revenue increased by 
+17.4% year on year to AED 542.8 
million.

Business Performance

Revenues increased across all business lines as markets 
recovered and construction, hospitality and airlines 
sectors regained momentum. Gross margins improved 
due to improved efficiency across all plants.

S EC TION 1

31.4

+5.2%

2020 2021

36.6

Shown in %

1.61

+21.3%

2020 2021

1.95

Shown in AED bn

462.2

+17.4%

2020 2021

542.8

Shown in AED mn

41.1

+1.6%

2020 2021

42.7

Shown in %

147.0

+73.1%

2020 2021

254.4

Shown in AED mn

34.8

-1.0%

2020 2021

33.8
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Regional Performance

Saudi Arabia continued to yield results following the 
introduction of differentiated product collections and a focus 
on retail and wholesale sales. Strong turnaround in India and 
improved performance in Europe and Bangladesh.

CORP OR ATE 
UPDATE

United Arab Emirates
In the UAE, revenue remained 
stable with a slight decline due to a 
slowdown in the project segment. 
RAK Ceramics won key bids for 
flagship projects such as the strategic 
collaboration with ELIE SAAB to 
launch a bathroom and surface 
collections.

Saudi Arabia
Saudi Arabia continued to yield results 
despite the imposition of a customs 
duty, which reduced demand 
initially. However, the introduction of 
differentiated tile sizes, focus on retail 
and wholesale sales supported revnue 
growth. The company opened three 
new showrooms, two in Riyadh and 
one in Medina with plans to open up 
another three showrooms in 2022. 

India
Indian operations witnessed a 
strong turnaround, with revenues 
surpassing pre-pandemic levels. 
This was underpinned by positive 
business sentiments, as reflected 
in improved profitability, despite 
significantly higher fuel costs 
and the third wave of COVID-19 
restrictions. Performance was driven 
by an expanded dealer network and 
increasing presence in 19 additional 
districts of India.

Europe
Europe performance improved due 
to enhanced product management, 
which resulted in an increased 
customer base despite significant 
increase in shipping freight rates 
effective Q3 2021, owing to 
global container shortages. A new 
showroom in London will be opened 
in the third quarter of 2022.

Bangladesh
Bangladesh operations reported 
strong growth in 2021, surpassing 
the pre-pandemic levels. Growth 
was supported by the introduciton 
of differentiated products for the 
premium segment.

TILES AND SANITARYWARE REVENUE (AED M) 

2020 2021 Change

United Arab Emirates 614.5 595.4 -3.1%

Kingdom of Saudi Arabia 429.2 543.6 +26.7%

Europe 337.5 395.0 +17.0%

India 241.8 389.0 +60.9%

Bangladesh 227.1 295.6 +30.1%

Middle East1 87.1 129.0 +48.1%

Africa 63.5 79.3 +24.8%

Rest of the world 71.1 68.5 -3.7%

2,071.8 2,495.3 +20.4%

 REVENUE CONTRIBUTION 

UAE

KSA

Europe

India

Bangladesh

Middle East (Ex. UAE & KSA)

Rest of the world

 1. (Ex. UAE and KSA).

24%

22%

12%

5%

16%

16%

6%
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Board of Directors,  
Advisers and Leadership

SHEIKH SAQR BIN SAUD 
AL QASIMI
Chairman of the Board

Board Member and 
Chairman since 2021. 
Sheikh Saqr brings 
financial expertise to the 
Board of RAK Ceramics, 
having worked in multiple 
relevant roles in the public 
and private domains. 
Sheikh Saqr is part of 
the investment team 
at the Investment and 
Development Office, the 
sovereign investment arm 
of the Government of Ras 
Al Khaimah, overseeing 
a portfolio of strategic 
assets. Sheikh Saqr holds 
a Bachelor of Science 
degree in Banking and 
International Finance from 
CASS Business School, City 
University of London.

SHEIKH KHALID BIN SAUD 
AL QASIMI
Board Member

Board Member since 
2015. Sheikh Khalid holds 
a business management 
qualification from New 
York University, Abu Dhabi 
Campus. Sheikh Khalid 
Bin Saud Al Qasimi is the 
Chairman of Al Marjan 
Island, Ras Al Khaimah 
and Vice Chairman of 
the Investment and 
Development Office, 
Government of Ras Al 
Khaimah. Sheikh Khalid 
Bin Saud Al Qasimi has 
extensive experience in 
finance and investment 
management.

FAWAZ ALRAJHI 
Vice-Chairman of the 
Board 

Board member since 
2015. Mr Fawaz is also 
the Chairman of the 
Board, CEO and Head of 
Investment Committee 
of Al Rajhi United, a 
family-owned investment 
company with offices 
in Riyadh, Jeddah, New 
York and Dubai, focusing 
on public equity, private 
equity and real estate. He is 
also the Chairman of RAK 
Porcelain LLC, a subsidiary 
of RAK Ceramics PJSC. Mr 
Fawaz holds a Master in 
Business Administration 
from Stanford University, 
USA and a Bachelors in 
MIS and Accounting from 
KFUPM, KSA.

S EC TION 1
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WASSIM MOUKAHHAL
Board Member

Board member since 2016. 
Mr. Wassim Moukahhal 
is a Director of RAK 
Ceramics (Bangladesh) 
Limited and RAK Security 
and Services (Pvt.) Ltd., 
which is subsidiary of 
this Company. He is 
also a member of the 
Audit Committee and 
the Nomination and 
Remuneration Committee 
of RAK Ceramics 
(Bangladesh) Limited. He 
also serves as a Member of 
the Board of Directors and 
the Executive Committee 
for RAK Ceramics PJSC 
and as a Member of 
the Board of Directors 
of RAK Porcelain and 
RAK Ceramics India. Mr. 
Moukahhal holds an 
MBA from the Wharton 
School at the University 
of Pennsylvania and a 
Bachelor’s degree in 
Economics & Finance from 
McGill University.

SHEIKH SAQR BIN OMER 
AL QASIMII
Board Member

Board Member Since 
March 2021. Sheikh 
Saqr is currently serving 
as the RAK Real Estate 
General Manager. He has 
a Bachelor’s degree in 
Law from the University 
of Sharjah, a Master’s in 
International Law, Public 
Relations and Diplomacy 
from the Paris-Sorbonne 
University Abu Dhabi, 
and a Master’s degree in 
Business Administration 
from the American 
University of Sharjah.

FARAH AL MAZRUI
Board Member

 
Board Member since 
June 2021. Mrs Farah 
Al Mazrui has over 13 
years of experience in 
financial advisory, strategy, 
investment, and wealth 
management solutions 
to large corporates, 
families, individuals, 
and governments. Mrs 
Al Mazrui is currently 
serving as a member of 
the Board of Directors of 
ARKAN. She holds a BSc 
Hons in Economics from 
Queen Mary, University of 
London and an MSc in Risk 
Management and Financial 
Engineering from Tanaka 
Business School, Imperial 
College. 
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PHILIP GORE-RANDALL
Expert Adviser to 
Audit Committee

Mr Gore-Randall is Expert 
Adviser to the Audit 
Committee and is also 
a Director at Samena 
Capital. Mr Gore-Randall 
has extensive experience 
at a senior level in large 
private and publicly held 
international organisations. 
Previously Mr Gore-Randall 
was an Audit Partner at 
Andersen where he ran 
the firm’s UK practice and 
subsequently became the 
Global COO. Mr Gore-
Randall is a UK Chartered 
Accountant and holds 
an MA from University 
College, Oxford..

ABDALLAH MASSAAD
Group Chief Executive 
Officer

Abdallah Massaad is Group 
CEO of RAK Ceramics. He 
has more than 22 years 
experience in ceramics 
manufacturing, sales 
management, product 
marketing and business 
leadership. Prior to RAK 
Ceramics, Abdallah 
Massaad was GM of ICC 
SARL, Lebanon. Abdallah 
Massaad holds post 
graduate qualifications 
in Management (DEA in 
Business Administration) 
and an undergraduate 
degree (Maitrise in 
Business Administration - 
Marketing) from  
Université Saint-Esprit  
de Kaslik, Lebanon.

Advisers and Leadership

S EC TION 1



17

P K CHAND
Chief Financial Officer

GEORGE RABAHIE 
Chief Legal  
Counsel

VIBHUTI BHUSHAN 
Chief Compliance Officer

SHAKTI ARORA
Chief Procurement Officer

ANIL BEEJAWAT
Chief Executive Officer 
(India)

SADHAN KUMAR DEY
Chief Operating Officer 
(Bangladesh)

SATEESH KAMATH 
Chief Technical Officer 
(Sanitaryware)

BASAVARAJ PATIL 
Chief Technical Officer 
(Tiles)

RENU OOMMEN
Chief Marketing Officer 
(Tableware)

SAK EKRAMUZZAMAN 
Managing Director 
(Bangladesh)

CORP OR ATE  
UPDATE

SAJI OOMMEN
Chief Information Officer
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Tiles 

NEW COLLECTIONS
RAK Ceramics introduced more 
than 50 new surface collections 
throughout the year, a considerable 
achievement considering the unique 
challenges that 2021 presented. 

The company collaborated with 
world-renowned fashion designer 
Elie Saab to design, develop and 
launch an impressive range of luxury 
surface and bathroom products. In 
addition to this, the company also 
introduced a new series of large 
slab format porcelain products with 
exquisite marble and stone-effect, 
named Calacatta Cielo, Preziosi, 
Irish Green and Piasentina. Several 
large-format innovations were also 
unveiled in 2021, along with a range 
of smaller tiles and brick formats. 

RAK Ceramics continues to 
experiment with new structures and 
patterns, and many new and unique 
product innovations will be launched 
at Milan’s Design Week 2022. 
Following the successfully launched 
innovations such as Luce translucent 
slabs, Barefoot+ antislip tiles and 
Klima, RAK Ceramics continued to 
be recognised as a cutting-edge 
ceramic design company with 
various product and brand awards.

PRODUCTION INNOVATIONS
In 2021 the research and 
development team at RAK Ceramics 
developed and launched a unique 
‘through-body veining’ technology, 
an advanced innovation that allows 
the company to reproduce highly 
realistic natural marble and stone 
veins along the entire surface and 
thickness of a porcelain slab, with 
minimal design repetition. In addition 
to this, the company developed and 
launched Opificio and Paleo, a high-
performance technical collection 
in stone and concrete effects. In 
line with recent market trends, RAK 
Ceramics’ product team developed 
a series of entirely new collections 
that feature fresh colours and effects 
previously unseen in the company’s 
product portfolio.

PRODUCTION HIGHLIGHTS
The company upgraded its outdated 
production machinery throughout 
the year, improving its ability to 
sustainably manufacture ceramic 
products. The new equipment can 
recover and reuse up to 70% of fired 
scrap materials and 100% of green 
scrap materials.

S EC TION 2
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RAK Ceramics 
introduced more 
than 50 new 
surface collections 
throughout the year.
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Sanitaryware 

NEW COLLECTIONS
Innovation continued to play a 
central role in RAK Ceramics’ 
sanitaryware division throughout 
2021. The company launched the 
eagerly awaited ELIE SAAB Bathroom 
collection, a luxury suite of products 
designed to complement the ELIE 
SAAB Surface collections. With a 
sustained ambition to create unique 
and innovative products for interior 
designers and architects, RAK 
Ceramics successfully launched the 
RAK-Des and RAK-Valet collections 
with many additional products 
prepared to debut at the 2022 Milan 
Design Week.

With a greater focus on the luxury 
market and higher-margin products 
such as freestanding bathtubs, RAK 
Ceramics successfully added three 
new RAK-Cove models for the 
project segment. These innovative 
tubs have been produced in various 
progressive sizes to suit a range of 
project needs, such as 180-170-160.

CONTINUED MOMENTUM
Building on the success of the matt 
coated RAK-Feeling and RAK-Resort 
collections, the company introduced 
RAK-Feeling WCs and Metropolitan 
WCs and bidets, which have been 
well received. In addition to this, the 
product team developed a striking 
new matt black finish to the already 
popular RAK-Cloud collection. To 
further strengthen the success of 

the RAK-Joy furniture program, the 
company presented a completely 
new and redesigned RAK-Joy UNO, 
along with three new round mirrors 
designs.

To support the sale of decorative 
countertop washbasins, the 
sanitaryware product team created 
RAK-Plano, a unique surface that is 
easy to cut and drilled on-site.

PRODUCTION HIGHLIGHTS
2021 represented a strong year in 
terms of sanitaryware innovation, 
and the company developed the 
capability to produce freestanding 
acrylic bathtubs with invisible joints. 
RAK Contour, the debut product 
that uses the technology, measures 
180x80cm and is available in round, 
oval and rectangular formats, 
ideal for private homes and larger 
residential or commercial projects.

S EC TION 2
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Innovation continued 
to play a central role 
in RAK Ceramics’ 
sanitaryware division 
throughout 2021. 
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Faucets 

PRODUCTION HIGHLIGHTS
KLUDI RAK, the company’s taps 
and faucets brand, achieved 
high productivity levels in 2021 
and produced two new grinding 
machines and a new washing 
machine entirely in-house. In 
addition to this, KLUDI RAK 
introduced several ground-breaking 
product innovations such as a sensor 
mixer, pull-out spring sink mixer and 
an innovative freestanding basin 
mixer.

Despite the pandemic restrictions, 
KLUDI RAK posted significant growth 
in its annual turnover. The major 
contributing factors of this growth 
was tighter time management, 
enhanced operational procedures, 
and the restructuring of supply chain 
management policies.

PRODUCT INNOVATIONS
In 2021, KLUDI RAK launched a range 
of products, including Premier X, 
Petra, Pacific and Pivot series, Prime 
Sensor Mixer (standard and high 
raised), Passion freestanding basin 
mixer, Prime pull-out spring sink 
mixer, and 16 exclusive products for 
the ELIE SAAB bathroom collections.

BRAND ENHANCEMENT
KLUDI RAK continued to invest 
in brand awareness in the UAE 
market with seven new distributor 
agreements and a fully rebranded 
showroom in Ajman. KLUDI RAK 
participated in one of the first 
exhibitions organised at Expo 2020 

and showcased a range of water-
saving aerators and distributed 
water measuring bags and 
aerators, reaffirming the company’s 
commitment to water conservation.

The company also reinforced its 
global presence by expanding the 
distribution network with showrooms 
in Egypt, Saudi Arabia and Africa. The 
company also participated in several 
fairs and exhibitions, including the 
International Building Construction 
in Ghana and the Ceramica Market 
in Egypt; both recorded substantial 
visitors, which directly impacted the 
growth in the respected markets and 
generated website visitors. Launched 
in 2020, KLUDI RAK also witnessed 
significant growth in its online store, 
which posted an increase of more 
than 200% in online orders and 
revenue.

CLIENTS AND PROJECTS
KLUDI RAK further extended its list 
of landmark clients with the addition 
of projects for Movenpick Resort Al 
Marjan Island, Sheikh Zayed Housing 
Programme, Sustainable City, Dibba 
Sports & Cultural Club, Khorfakkan 
University, Al Falah Town Center, 
Capital View Towers, Central Bank 
of the UAE, Riviera By Azizi, Novotel 
Hotel in (Saudi Arabia), Al Bustan 
Compound (Saudi Arabia), Madinaty 
Houses (Egypt), Fumba Town Houses 
(Zanzibar), Rica University (Rwanda) 
and many other projects.

S EC TION 2

Despite the pandemic 
restrictions, KLUDI 
RAK posted significant 
growth in its annual 
turnover. 
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Tableware 

POST-PANDEMIC RECOVERY
Despite an uncertain and ambiguous 
business environment, RAK 
Ceramics’ tableware business, 
RAK Porcelain, reported a strong 
performance in 2021. The ongoing 
pandemic presented logistics 
challenges in key regions and 
countries, which resulted in supply-
chain setbacks. Despite this, the 
business continued to implement 
strategic initiatives that maximised 
returns and minimised costs while 
delivering an impactful outcome that 
signalled a post-pandemic recovery.

PRODUCTION DEVELOPMENT
The production layout at RAK 
Porcelain’s plant has been 
reorganised to accommodate a 
series of new kilns, which enable the 
company to produce Bone China 
products - production is set to roll 
out in the first half of 2022. The 
company also developed a range 
of bespoke moulds and shapes 
for projects like Youngstown and 
Bodum, significantly increasing the 
company’s product portfolio.

BRAND ENHANCEMENT
RAK Porcelain continued to 
enhance its brand reputation 
through sponsorships, partnerships 
and various marketing initiatives, 
including the launch of an online 
e-commerce platform called “La 
Porcelaine des chefs”. RAK Porcelain 
partnered with the United Arab 
Emirates EXPO 2020 as Diamond 

Sponsor of the Luxembourg pavilion. 
The company partnered with Ocean 
Glass and Lucaris, enabling the 
supply of 41 countries for the EU 
region and also began an exciting 
collaboration with SOLA Cutlery to 
target the lucrative US market.

PRODUCT INNOVATIONS
In 2021, RAK Porcelain launched 
a Spring and Summer series that 
extends the popular RAK Stone 
collection. The company produced a 
complex and innovative cup created 
by Arnaud Baratte called Delissea; 
the cup has received various 
accolades in the HORECA Industry. 

CLIENTS AND PROJECTS
RAK Porcelain further extended its 
list of landmark clients, including the 
Intercontinental (UAE), Warner Bros 
(UAE), Reliance Convention Centre 
Project (India), Burger King Café 
(India), Youngstown (USA), Lantern 
Crest (USA), Saipan Crown Plaza 
(USA), Guam Crown Plaza (USA), 
Hilton Tulum (Mexico), Fairmont 
(China), Wulumuqi Conrad (China), 
Rizhao Sheraton (China), Dadong 
Restaurant (China) and Bodum 
(Switzerland).
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its brand reputation 
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various marketing 
initiatives.
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RAK Ceramics focused on 
strategic collaborations 
and to improve online 
and offline customer 
experiences.



Sales and Marketing

BRAND ENHANCEMENT
In 2021, the key goal for sales and 
marketing has been to strengthen 
the RAK Ceramics brand through 
strategic collaborations and to 
improve online and offline customer 
experiences.

Partnerships have been a critical 
area of focus, particularly within 
the bathroom category. Most 
importantly, the company launched 
a unique partnership with luxury 
fashion brand ELIE SAAB, bringing 
to market five elegant surface and 
bathroom collections sold exclusively 
through various RAK Ceramics sales 
channels. The partnership with ELIE 
SAAB has bolstered RAK Ceramics’ 
own brand DNA by aligning it with 
the luxury living segment and by 
combining the heritage of Elie 
Saab’s signature style with RAK 
Ceramics’ distinctive manufacturing 
craftsmanship. In addition to this 
partnership, the company has also 
collaborated with internationally 
renowned French designer Patrick 
Norguet and launched the award-
winning RAK-Valet collection. 

RAK Ceramics’ continued to invest 
and explore new ways to engage 
with customers through various 
channels, covering offline assets 
such as new B2B catalogue solutions 
and online via new social media 
platforms, video assets, and virtual 
3D software. 

In addition to the renewed 
showrooms in Abu Dhabi, Jeddah, 
Riyadh, Fujairah and Dubai, RAK 
Ceramics opened new retail 
channels in Saudi Arabia and 
enhanced other channels across 
Europe and Australia. 

DIGITAL PERFORMANCE
Social media consistency has been a 
priority in 2021. Clear guidelines and 
a solid management process have 
been established to ensure central 
brand control across Europe and the 
Middle East channels. 

A shared database has been 
established to ensure all brand 
assets such as images, videos and 
catalogues are readily available to 
all our local teams.  RAK Ceramics 
made good progress across social 
media channels in 2021. Instagram 
followers increased +50% compared 
to 2020, with Total Global Reach 
rising +31% to 5.1 million, and Twitter 
following rose by +35% year on year. 

To better support local markets in 
the Middle East and Europe, RAK 
Ceramics launched geolocalised 
Instagram and Facebook accounts 
in the UK, Italy, and Saudi Arabia, 
supported by acquisition campaigns 
to increase followers and boost 
brand equity.  The company 
reached a promising 2 million 
milestone in Total Sessions for the 
year, representing a +10% increase 
compared to 2020, with other key 
performance indicators such as Total 

Users, New Users, Page Views, and 
Bounce Rates also improving over 
the year.

The company also enhanced its 
content marketing strategy in 2021 
by improving its blog, newsletter 
and news areas and utilising content 
created by a network of industry 
influencers and bloggers in the 
architecture and interior design 
space. RAK Ceramics also created 
new and engaging video content 
to support online and offline sales 
and marketing goals, focusing 
on tradeshows, brand identity, 
product launches, and designer 
collaborations. 

RETAIL AND WHOLESALE 
Despite ongoing challenges, 2021 
closed positively for the retail and 
wholesale sectors, especially in the 
Middle East. Internationally, RAK 
Ceramics has opened three flagship 
showrooms in Bangladesh, India 
and KSA and nine dealer showrooms 
across the globe. 

CUSTOMER EXPERIENCE
Significant progress was made 
in positioning RAK Ceramics as a 
premium product supplier in Saudi 
Arabia by offering differentiated 
products compared to the local 
manufacturers. An e-commerce 
experience was launched in Europe, 
and the company is now working on 
a dedicated solution for the UAE and 
Saudi Arabia.

OPER ATIONAL  
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Corporate Social Responsibility

HEALTH AND SAFTEY
RAK Ceramics’ vision is to become the 
world’s leading provider of ceramic 
lifestyle solutions and to achieve this, 
and the company must sustainably 
manufacture its products. In 2021, the 
company worked to improve energy 
efficiency, reduce pollution, increase 
biodiversity, and enhance the quality 
of life for its employees, partners, and 
residents in the surrounding areas 
across all activities.

RAK Ceramics consumes a lot of 
energy, so adopting new technologies 
that reduce energy usage helps to 
be more sustainable and, as a result, 
improve the bottom line. The company 
continued to invest in new technologies 

such as solar roofing and cogeneration, 
and heat recovery technology in the 
production process. 

RAK Ceramics believes that robust 
corporate governance is the foundation 
of the sustainable development of RAK 
Ceramics Group. A full indepth review 
of all RAK Ceramics’ health, safety and 
environmental initiaives are outlined in 
the company sustainability report.

For more information, see the RAK 
Ceramics 2021 Sustainability Report at 
www.corporate.rakceramics.com.

S EC TION 2

Our priority is 
to protect our 
employee’s health and 
wellbeing.
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TRADE SHOWS, EVENTS & AWARDS
The year 2021 proved to be a 
difficult one for international fairs, 
exhibitions, and awards, with the 
majority of events being cancelled. 
Despite the cancellations, 

RAK Ceramics participated in the 
KBB Birmingham – the UK’s largest 
gathering of the world’s best 
kitchen, bedroom, and bathroom 
brands, Cersaie – Bologna – the 
International Exhibition of Ceramic 
Tile and Bathroom Furnishings, and 
Dubai Downtown Design – Dubai – 
the region’s largest creative festival 
reflecting Dubai’s position as the 
Middle East’s design capital. 

RAK Ceramics was named the ‘Best 
booth of the fair’ at the KBB fair in 
2021. The BKU Awards in the United 
Kingdom awarded the company ‘Best 
Tiling Brand’ and ‘Best Sanitaryware 
Brand.’ The Design Middle East 
Awards awarded the company 
’Specialized Manufacturer of the Year.’ 

RAK Ceramics’ innovative products 
continued to gain recognition, and 
Maximus Luce was awarded the TTA 
Award for ‘Best Innovation.’ Patrick 
Norguet’s RAK-Valet was one of the 
winners of the SBID International 
Design Awards 2021.

 In their respective categories, 
RAK-Valet and Preziosi received the 
Archiproducts Design Awards 2021, 
a highly sought-after achievement in 
the international design arena. 

EDUCATIONAL TOURS
RAK Ceramics has always been 
an active corporate supporter 
of schools and education. The 
company hosts educational tours 
with visits to our showroom and 
manufacturing plants. Unfortunately, 
due to government-imposed 
lockdowns on account of the 
COVID-19 pandemic, we could not 
facilitate any educational tours or 
school visits during 2021. 

Events, Awards and Sponsorship
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of schools and 
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32

Health, Safety, and the Environment

HEALTH AND SAFTEY
RAK Ceramics’ department of health, 
safety, and the environment had 
a busy year in 2021. Despite the 
logistical challenges, the company 
implemented many initiatives that 
improved productivity, reduced the 
impact on the environment, and 
improved employee wellbeing. The 
improvement of road and transport 
was a priority, and the company 
installed various safety features 
that resulted in a -25% reduction in 
accident rates compared to 2020. 
Initiatives include the installation of 
traffic mirrors, additional street lights, 
and the improvement of pathways 
around all plants. The company is 

pleased to report zero bicycle and 
pedestrian-related accidents in 2021.

COVID-19 MEASURES
The company developed a range of 
protocols throughout operations and 
manufacturing plants to manage the 
impact of COVID-19 and safeguard 
employee health and wellbeing while 
increasing productivity. Guidelines 
and protocols implemented 
include COVID-19 International 
Contractor Management Guidelines 
and COVID-19 Front Liner Health 
Monitoring Protocol. A Quarantine 
Management Protocol was also 
issued for staff returning from 
vacation and newly hired employees.

AWARDS AND CERTIFICATIONS
Despite the challenges we faced in 
2021, the company still received several 
prestigious awards and obtained 
many important certifications. 
These certifications include the RAK 
EPDA Sustainability Award 2020, ISO 
14001:2015 (Re-certification July 2020) 
and the EPD (Environmental Product 
Declaration) for tiles and sanitaryware 
products.

For more information, see the RAK 
Ceramics 2021 Sustainability Report at 
www.corporate.rakceramics.com.
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The company 
installed various safety 
features that resulted 
in a -25% reduction in 
accident rates.



33
OPER ATIONAL  
UPDATE

Training and Development

BUSINESS PERFORMANCE
2021 continued to be a difficult 
year from an employee health 
and safety perspective. Despite 
these challenging conditions, RAK 
Ceramics implemented stringent 
measures in 2021 to safeguard 
employee health and safety and 
ensure business continuity.

RAK Ceramics strengthened its 
‘Pay-for-Performance’ culture 
by implementing a KPI incentive 
program and a commission-
based scheme that replaced the 
standard year-end bonuses for 
tiles manufacturing and sales 
employees. In addition to this, the 
company rolled out an incentive 
program linked to achieving business 
objectives for senior management 
teams across our subsidiaries of 
India, Bangladesh, and Saudi Arabia. 
This program has successfully 
aligned goals across the business 
and harmonised compensation 
programs.

Productivity and efficiency continued 
to be a key focus for RAK Ceramics 
in 2021. The company reported 
record business efficiencies and 
implemented several productivity 
improvement initiatives.

Revenue per employee increased by 
+21% across administrative functions 
and by +6% in sales and marketing. 
Similarly, units per person in tiles 
manufacturing increased by +8.5% 
and by +14.2% in sanitaryware 
manufacturing.

TALENT DEVELOPMENT
Throughout 2021, RAK Ceramics 
continued its efforts in providing 
equal opportunities for people 
to grow within the organisation 
through the ‘Internal Job Posting’ 
program. In addition, a ‘Talent Bench 
Review’ process aimed at identifying 
key talent in the organisation 
through a rigorous assessment of 
performance and potential was 
launched. The assessment data feeds 

into the design and deployment 
of appropriate strategies to help 
develop, reward and retain our key 
talent.

A rewards and recognition 
program called BRAVO was rolled 
out, enabling the retail sales 
division to identify and reward 
our key performers. Due to 
ongoing pandemic challenges, 
the ‘Manufacturing Excellence’ 
program moved online but gained 
momentum, with more than 100+ 
manufacturing and allied functions 
personnel participating. RAK 
Ceramics strengthened its efforts to 
support Emiratization and hired 60 
Emiratis in various departments.

RAK Ceramics 
implemented 
stringent 
measures to 
safeguard 
employee health 
and safety and 
ensure business 
continuity.
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Corporate Governance 

IMPROVED GOVERNANCE 
From a corporate governance 
perspective, the main focus in 2021 
was to ensure compliance with the 
updated UAE Corporate Governance 
Code. RAK Ceramics developed and 
promulgated several new policies 
and governance measures. The 
company established a Disclosure 
Committee, developed and 
promulgated a Code of Conduct for 
the Board and issued an induction 
pack for new board members. 
Besides these initiatives, several other 
policies were created or updated, 
such as the Insider Trading Policy, 
Anti-money Laundering Policy and 
Counter-Terrorism Financing Policy.

Internal audit activities remained 
unchanged despite some disruptions 
arising from periodic lockdowns in 
India and Bangladesh. Data based 
analytics were further developed and 
rolled out in critical areas of sales, 
procurement, and finance. In risk 
management, the risk register was 
updated and enhanced to enable a 
complete risk management rollout 
in 2022

For more information, see the RAK 
Ceramics 2021 Goverance Report at 
www.corporate.rakceramics.com.
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Information Technology

TRANSFORMATION ROADMAP
2021 continued to be a demanding 
year for RAK Ceramics in IT. While 
the priorities shifted, warranted 
by the evolving business situation, 
the team focused on improving 
operational efficiency through 
innovative IT solutions. One 
breakthrough innovation introduced 
in 2021 was the application of 
Artificial Intelligence through an 
IBM IoT project to optimise energy 
consumption in the company’s 
manufacturing plants. Another 
highlight was the implementation 
of an intelligent ‘Warehouse 
Management System’, which tracks 
inventory through GPS. 

RAK Ceramics continued to 
deliver critical initiatives on its 
‘Transformation Roadmap’. An 
advanced CRM system (C4 HANA) 
was implemented to improve 
customer experience and sales 
performance. The company also 
successfully revamped the sales 
organisation structure, which 
encapsulates a progressive sales 
accountability model. 

Further enhancements to the 
‘Cloud First’ policy were rolled out 
through the deployment of multi-
cloud architecture; the initiative 
helped reduce costs and improve 
operational efficiency.
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continued to deliver 
critical initiatives on 
its ‘Transformation 
Roadmap’.
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Particulars Unit 2021 2020 Change

Total Revenue AED Mio 2,860.7 2,349.5 21.8%

Gross Profit AED Mio 1,034.5 752.9 37.4%

GP Margin % 36.2% 32.0% 420bps

EBITDA AED Mio 501.3 377.9 32.7%

EBITDA Margin % 17.5% 16.1% 140bps

Reported Net Income/(Loss) AED Mio 283.9 (126.2) 325.1%

Reported Net Income / (Loss) margin % 9.9% -5.4% 1,530bps

Net income before one-off, provisions & strategic gains AED Mio 298.1 147.3 102.5%

Net income margin before one-off, provisions & 
strategic gains

% 10.4% 6.3% 410bps

Reported Profit / (Loss) after NCI (Minority) AED Mio 246.5 (129.7) 290.0%

Reported Earnings per share AED 0.25 (0.13) -

   31 Dec 2021 31 Dec 2020 Change

Total Assets AED Mio 5,096.7 5,247.5 -2.9%

Share Capital AED Mio 993.7 993.7 0%

Shareholder’s Equity AED Mio 2,231.6 2,143.0 4.1%

Net Debt AED Mio 971.2 1,229.2 -21.0%

Net Debt / EBITDA Times 1.9 3.5 -

Cost of Debt % 3.4% 3.7% -30bps

Last year EBITDA amount is after considering impairment loss on hotel asset, AED 23.1 million. 

2021 Financial Highlights
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The Shareholders of 
R.A.K. Ceramics P.J.S.C. 
Ras Al Khaimah 
United Arab Emirates

Report on the audit of the consolidated 
financial statements.

Opinion

We have audited the consolidated financial statements 
of R.A.K. Ceramics P.J.S.C. (“the Company”) and its 
subsidiaries (together the “Group”), which comprise 
the consolidated statement of financial position as at 
31 December 2021 and the consolidated statement of 
profit or loss, consolidated statement of profit or loss and 
other comprehensive income, consolidated statement 
of changes in equity and consolidated statement of 
cash flows for the year then ended, and notes to the 
consolidated financial statements, including a summary 
of significant accounting policies. 

In our opinion, the accompanying consolidated financial 
statements present fairly, in all material respects, 
the consolidated financial position of the Group as 
at 31 December 2021, and its consolidated financial 
performance and its consolidated cash flows for the year 
then ended in accordance with International Financial 
Reporting Standards (IFRSs). 

Basis for opinion

We conducted our audit in accordance with International 
Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Consolidated 
Financial Statements section of our report. We 
are independent of the Group in accordance with 
International Ethics Standards Board for Accountants 
Code of Ethics for Professional Accountants (IESBA Code) 
together with the ethical requirements that are relevant 
to our audit of the consolidated financial statements 
in the United Arab Emirates, and we have fulfilled our 
other ethical responsibilities in accordance with these 
requirements and the IESBA Code. We believe that 
the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our 
professional judgment, were of most significance in our 
audit of the consolidated financial statements of the 
current year and include the most significant assessed 
risks of material misstatement (whether or not due 
to fraud) that we identified. These matters included 
those which had the greatest effect on the overall audit 
strategy, the allocation of resources in the audit; and 
directing the efforts of the engagement team.

These matters were addressed in the context of our audit 
of the consolidated financial statements as a whole, and 
in forming our opinion thereon, and we do not provide a 
separate opinion on these matters.

Independent auditors’ report
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Key audit matter

Valuation of investment properties

Investment properties represented 18.0% of total assets as at 
31 December 2021. Investment properties are measured in 
accordance with the cost model described in International 
Accounting Standard 40 Investment Properties. Management 
obtained valuations from independent external valuers for the 
purposes of identifying impairment indicators and compiling 
fair value disclosures. 

The valuation of investment properties, as detailed in Note 
18, requires significant judgements and estimates be made 
by both management and the independent external valuers. 
Consequently, we considered this to be a key audit matter.   

How our audit addressed the key audit matters

We obtained an understanding of management’s process 
of valuing investment properties. Further, we performed 
the following:

• We evaluated the design and determined the 
implementation of relevant controls over the 
determination of the fair value of investment property 
to determine if they had been appropriately designed 
and implemented;

• We assessed the competence, skills, qualifications and 
objectivity of the independent external valuer;

• We reviewed the scope of the engagement between 
the external valuer and the Group to determine if this 
was sufficient for audit purposes;

• We verified the accuracy, completeness and relevance 
of the input data used for deriving fair values;

• We utilised our internal valuation experts to evaluate 
on a sample basis the methodology used and the 
appropriateness of the model and key assumptions 
used in the investment property valuations;

• We tested the mathematical accuracy of the valuations 
on a sample basis;

• We agreed the results of the valuations to the amounts 
disclosed in the consolidated financial statements; and

• We assessed the adequacy of disclosures included 
in the consolidated financial statements against the 
requirements of IFRSs.

Other information

The Board of Directors and management is responsible 
for the other information. The other information 
comprises the annual report of the Group. We obtained 
the Directors’ report prior to the date of this auditor’s 
report and the remaining information of the annual 
report is expected to be made available to us after 
that date. The other information does not include the 
consolidated financial statements and our auditor’s report 
thereon.

Our opinion on the consolidated financial statements 
does not cover the other information and we do not 
express any form of assurance conclusion thereon. 

In connection with our audit of the consolidated financial 
statements, our responsibility is to read the other 
information identified above and, in doing so, consider 
whether the other information is materially inconsistent 
with the consolidated financial statements or our 
knowledge obtained in the audit, or otherwise appears to 
be materially misstated. 

If, based on the work we have performed on the other 
information obtained up to the date of this auditor’s 
report, we conclude that there is a material misstatement 
of this other information, we are required to report that 
fact. We have nothing to report in this regard.

When we read the remaining information of the 
annual report of the Group, if we conclude that there 
is a material misstatement therein, we are required 
to communicate the matter to those charged with 
governance.
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Independent auditors’ report (contd.)

Responsibilities of Management and Those Charged 
with Governance for the consolidated financial 
statements

Management is responsible for the preparation and fair 
presentation of the consolidated financial statements in 
accordance with IFRSs and their preparation in compliance 
with the applicable provisions of the Articles of Association 
of the Company and UAE Federal Law No. (2) of 2015 (as 
amended), and for such internal control as management 
determines is necessary to enable the preparation of 
consolidated financial statements that are free from 
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, 
management is responsible for assessing the Group’s 
ability to continue as a going concern, disclosing, as 
applicable, matters related to going concern and using the 
going concern basis of accounting unless management 
either intends to liquidate the Group or to cease 
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for 
overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the 
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about 
whether the consolidated financial statements as a 
whole are free from material misstatement, whether due 
to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit 
conducted in accordance with ISAs will always detect a 
material misstatement when it exists. Misstatements can 
arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of 
users taken on the basis of these consolidated financial 
statements.

As part of an audit in accordance with ISAs, we exercise 
professional judgment and maintain professional 
skepticism throughout the audit. We also:

• Identify and assess the risks of material misstatement 
of the consolidated financial statements, whether due 
to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence 
that is sufficient and appropriate to provide a basis 
for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or 
the override of internal control.

• Obtain an understanding of internal control relevant 
to the audit 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 Group’s internal control.

• Evaluate the appropriateness of accounting policies 
used and the reasonableness of accounting estimates 
and related disclosures made by management. 

• Conclude on the appropriateness of management’s 
use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether 
a material uncertainty exists related to events or 
conditions that may cast significant doubt on the 
Group’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are 
required to draw attention in our auditor’s report to 
the related disclosures in the consolidated financial 
statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the 
audit evidence obtained up to the date of our auditors’ 
report. However, future events or conditions may cause 
the Group to cease to continue as a going concern.
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• Evaluate the overall presentation, structure and content 
of the consolidated financial statements, including the 
disclosures, and whether the consolidated financial 
statements represent the underlying transactions and 
events in a manner that achieves fair presentation.

• Obtain sufficient appropriate audit evidence regarding 
the financial information of the entities or business 
activities within the Group to express an opinion on the 
consolidated financial statements. We are responsible 
for the direction, supervision and performance of the 
group audit. We remain solely responsible for our audit 
opinion.

We communicate with those charged with governance 
regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, 
including any significant deficiencies in internal control 
that we identify during our audit.

We also provide those charged with governance with a 
statement that we have complied with relevant ethical 
requirements regarding independence, and communicate 
with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and 
where applicable, related safeguards.

From the matters communicated with those charged 
with governance, we determine those matters that were 
of most significance in the audit of the consolidated 
financial statements of the current year and are therefore 
the key audit matters. We describe these matters in our 
auditor’s report unless law or regulation precludes public 
disclosure about the matter or when, in extremely rare 
circumstances, we determine that a matter should not 
be communicated in our report because the adverse 
consequences of doing so would reasonably be 
expected to outweigh the public interest benefits of such 
communication.

Report on Other Legal and Regulatory Requirements

Further, as required by the UAE Federal Law No. (2) of 
2015 (as amended), we report that for the year ended 31 
December 2021:

i. we have obtained all the information we considered 
necessary for the purposes of our audit;

ii. the consolidated financial statements have been 
prepared and comply, in all material respects, with the 
applicable provisions of the UAE Federal Law No. (2) of 
2015 (as amended);

iii. the Group has maintained proper books of account;

iv. the financial information included in the Directors’ 
report, is consistent with the books of account of the 
Group;

v. as disclosed in Note 31 to consolidated financial 
statements, the Group has not purchased shares 
during the year ended 31 December 2021;

vi. Note 21 to the consolidated financial statements 
discloses material related party transactions and the 
terms under which they were conducted; 

vii. based on the information that has been made available 
to us, nothing has come to our attention which causes 
us to believe that the Group has contravened during 
the financial year ended 31 December 2021 any of the 
applicable provisions of the UAE Federal Law No. (2) of 
2015 (as amended) or in respect of the Company, its 
Articles of Association, which would materially affect 
its activities or its financial position as at 31 December 
2021; and

viii. Note 7 to the consolidated financial statements 
discloses the social contributions made during the 
financial year ended 31 December 2021.

Deloitte & Touche (M.E.)

Signed by:

Mohammad Khamees Al Tah 
Registration No. 717

6 February 2022 
Sharjah, United Arab Emirates
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Consolidated statement of profit or loss
for the year ended 31 December 2021

    2021 2020 
  Notes  AED’000 AED’000

Revenue  5  2,860,740 2,349,489

Cost of sales  6  (1,826,218) (1,596,625)

Gross profit    1,034,522 752,864

Administrative and general expenses  7  (205,440) (199,305)

Selling and distribution expenses  8  (537,259) (409,188)

Other operating income  9  88,698 57,380

Finance costs  10  (77,973) (84,277)

Finance income  10  11,092 21,764

Loss on net monetary position  34  (2,708) (3,215)

Share of profit in equity accounted investees  11  16,592 16,741

Foreign currency translation gain on cessation of  
control over subsidiary  31(b)(i)  5,644 -

Profit before impairment loss    333,168 152,764

Impairment loss   7(i)  (32,839) (51,184)

Reversal of impairment (loss) on investment properties  18  563 (213,170)

Profit/(loss) before tax    300,892 (111,590)

Income tax   12  (16,975) (14,564)

Profit/(loss) for the year    283,917 (126,154)

Profit/(loss) attributable to:   

Owners of the Company    246,471 (129,720)

Non-controlling interests    37,446 3,566

Profit/(loss) for the year    283,917 (126,154)

Earnings/(loss) per share - basic and diluted (AED)  13  0.25 (0.13)

 

The accompanying notes form an integral part of these consolidated financial statements.



S EC TION 346

    2021 2020 
    AED’000 AED’000

Profit/(loss) for the year    283,917 (126,154)

   

Other comprehensive income/(loss)   

   

Items that may be reclassified subsequently to profit or loss   

   

Foreign exchange differences on translation of foreign operations   (12,457) (25,282)

Cash flow hedges – effective portion of changes in fair value loss on hedging instruments  24,804 (19,470)

Effects of application of hyperinflation accounting (refer Note 34)   8,808 38,151

Foreign currency translation gain on cessation of control over subsidiary  
   classified to profit or loss  (refer Note 31(b)(i))    (5,644) -

 Total comprehensive income/(loss) for the year    299,428 (132,755)

   

Total comprehensive income/(loss) attributable to:   

Owners of the Company    264,310 (136,878)

Non-controlling interests    35,118 4,123

Total comprehensive income/(loss) for the year    299,428 (132,755)

Consolidated statement of profit or loss and 
other comprehensive income
for the year ended 31 December 2021

The accompanying notes form an integral part of these consolidated financial statements.
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    2021 2020 
  Notes  AED’000 AED’000

Assets   
Non-current assets   
Property, plant and equipment  14  1,088,236 1,152,280
Goodwill  15  120,500 120,561
Right-of-use assets  16  69,881 77,349
Intangible assets  17  20,531 27,402
Investment properties  18  918,826 926,159
Investments in equity accounted investees  11  55,006 50,596
Long-term receivables  19(i)  2,505 31,125
Derivative financial assets  22  2,811 4,793
Deferred tax assets  12  3,720 4,066

 Total non-current assets    2,282,016 2,394,331

Current assets   
Inventories  20  1,086,048 1,075,898
Trade and other receivables  19  1,124,477 1,133,900
Due from related parties  21  36,988 29,895
Derivative financial assets  22  1,866 -
Bank deposits with an original maturity of more than three months 23  202,339 143,671
Cash and cash equivalents  23  362,982 469,793

Total current assets    2,814,700 2,853,157

Total assets    5,096,716 5,247,488

Equity and liabilities   
Capital and reserves   
Share capital  24  993,703 993,703
Reserves  24  1,237,856 1,149,294

Equity attributable to owners of the Company    2,231,559 2,142,997
Non-controlling interests  25  226,535 206,902

Total equity    2,458,094 2,349,899

Non-current liabilities   
Islamic bank financing  26a(ii)  303,309 415,709
Interest bearing bank financing  26b(ii)  480,639 353,081
Provision for employees’ end of service benefits  29  82,740 78,123
Lease liabilities  27  48,164 58,913
Derivative financial liabilities  22  1,157 16,118
Deferred tax liabilities  12  10,131 10,697

Total non-current liabilities    926,140 932,641

Current liabilities   
Islamic bank financing  26a(i)  212,365 402,482
Interest bearing bank financing  26b(i)  540,187 671,350
Trade and other payables  28  711,206 633,877
Due to related parties  21  28,343 35,836
Derivative financial liabilities  22  7,853 22,720
Lease liabilities  27  25,726 22,737
Provision for taxation  12  186,802 175,946

Total current liabilities    1,712,482 1,964,948

Total liabilities    2,638,622 2,897,589

Total equity and liabilities    5,096,716 5,247,488

Chairman Chief Executive Officer

Consolidated statement of financial position
as at 31 December 2021

The accompanying notes form an integral part of these consolidated financial statements.
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    2021 2020 
    AED’000 AED’000

Operating activities  

Profit/(loss) for the year before tax    300,892 (111,590)

Adjustments for:  

Share of profit in equity accounted investees    (16,592) (16,741)

Interest expense    45,665 53,293

Profit expense on Islamic financing    11,528 19,370

Interest income    (5,882) (7,105)

Profit on wakala deposits    (302) (251)

Interest expense on lease liabilities    4,801 5,383

Net change in derivative financial instruments    (4,908) 3,261

Loss on disposal of property, plant and equipment    1,012 1,438

Gain on acquisition of shares in equity accounted associate   - (103)

Gain on disposal of assets classified as held for sale    (50,118) -

Loss on de-recognition of excess lease rent recognized in earlier years   27,184 -

Impairment (reversal)/loss on investment properties    (563) 213,170

Depreciation on property, plant and equipment    124,870 137,922

Depreciation on investment properties    10,442 11,336

Amortization of intangible assets    7,473 6,678

Depreciation of right-of-use assets    24,292 25,246

Capital work in progress written off    - 12

Provision for employees’ end-of-service benefits    20,105 12,610

Loss on net monetary position    2,708 3,215

Allowance for slow moving inventories    31,302 20,245

Write-down of net realizable value of finished goods    7,851 39,594

Allowance for impairment loss on trade receivables    30,852 46,722

Allowance for impairment loss on other receivables    7,500 8,866

Reversal of impairment loss on due from related parties    (5,513) (4,404)

Foreign currency translation gain on cessation of control over subsidiary  (5,644) -

     568,955 468,167

Changes in:  

- inventories    (49,303) 77,740

- trade and other receivables (including long-term portion)   (17,498) 32,174

- due from related parties    (1,580) 11,872

- trade and other payables    71,072 (22,322)

- due to related parties    3,984 (2,504)

Income tax paid    (16,334) (15,206)

Employees’ end-of-service benefits paid    (15,317) (18,053)

Currency translation adjustments    741 (8,746)

Net cash generated from operating activities    544,720 523,122

Consolidated statement of cash flows
for the year ended 31 December 2021

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows  
(contd.)
for the year ended 31 December 2021

    2021 2020 
    AED’000 AED’000

Investing activities   

Additions to property, plant and equipment    (90,634) (102,469)

Proceeds from disposal of property, plant and equipment    1,914 2,010

Additions to intangible assets    (774) (3,971)

Additions to investment property    (534) (38)

Dividend received from equity accounted investees    6,417 7,978

Interest received    5,882 7,105

Profit received on Wakala deposits    302 251

Proceeds from disposal of assets held for sale    69,648 -

Deposits made maturity of bank deposits with an original maturity of more than 3 months  (58,668) (4,198)

Consideration paid for acquisition of subsidiary    - (652)

Consideration paid for acquisition of an associate    - (604)

Net cash used in investing activities    (66,447) (94,588)

Financing activities  

Long-term bank financing availed    386,618 104,630

Long-term bank financing repaid    (280,033) (232,808)

Long-term Islamic bank financing availed    - 75,000

Long-term Islamic bank financing repaid    (151,717) (152,217)

Repayment of lease liabilities    (30,536) (33,707)

Short-term bank financing availed    668,726 815,865

Short-term bank financing repaid     (744,102) (704,987)

Short-term Islamic bank financing availed    301,234 757,695

Short-term Islamic bank financing repaid    (452,034) (610,293)

Interest paid    (45,665) (53,293)

Profit paid on Islamic bank financing    (11,528) (19,370)

Remuneration paid to Board of Directors    (1,850) (3,700)

Dividend paid    (173,898) (141,958)

Dividend paid to non-controlling interests    (15,485) (35,608)

 Net cash used in financing activities    (550,270) (234,751)

Net (decrease)/increase in cash and cash equivalents    (71,997) 193,783

Cash and cash equivalents at the beginning of the year    366,078 172,295

Net cash and cash equivalents at the end of the year     294,081 366,078

Represented by:  

Cash and cash equivalents (refer Note 23)    362,982 469,793

Bank overdraft    (68,901) (103,715)

    294,081 366,078

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of changes in equity
for the year ended 31 December 2021

Attributable to owners of the Company

Reserves

The accompanying notes form an integral part of these consolidated financial statements.

             Non-
      Hyper       controlling
  Share Share Legal Translation inflation Hedging General Capital Retained Total  interests Total
  capital premium reserve reserve reserve reserve reserve reserve earnings reserves Total (NCI) equity
  AED’000 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Balance at 31 December 2020 993,703 221,667 568,020 (116,913) (175,012) (33,814) 82,805 75,040 527,501 1,149,294 2,142,997 206,902 2,349,899

Total comprehensive income/(loss) for the year
Profit for the year - - - - - - - - 246,471 246,471 246,471 37,446 283,917
Other comprehensive (loss)/income             
Foreign exchange differences on  
   translation of foreign operations - - - (8,012) (2,117) - - - - (10,129) (10,129) (2,328) (12,457)
Changes in cash flow hedges - - - - - 24,804 - - - 24,804 24,804 - 24,804
Effects of application of IAS 29 (refer note 34)- - - - - 8,808 - - - - 8,808 8,808 - 8,808
Foreign currency translation gain on cessation  
of control over subsidiary (refer Note 31(b)(i)) - - - (5,644) - - - - - (5,644) (5,644) - (5,644)

Total comprehensive income/(loss) for the year - - - (13,656) 6,691 24,804 - - 246,471 264,310 264,310 35,118 299,428

Other equity movements             
Transfer to legal reserve - - 783 - - - - - (783) - - - -
Directors’ remuneration (refer note 24 (x)) - - - - - - -  (1,850) (1,850) (1,850) - (1,850)
Transaction with owners             
Dividend paid (refer Note 24 (ix)) - - - - - - - - (173,898) (173,898) (173,898) - (173,898)
Dividend paid to NCI - - - - - - - - - - - (15,485) (15,485)

Balance at 31 December 2021 993,703 221,667 568,803 (130,569) (168,321) (9,010) 82,805 75,040 597,441 1,237,856 2,231,559 226,535 2,458,094
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Attributable to owners of the Company

Reserves

             Non-
      Hyper       controlling
  Share Share Legal Translation inflation Hedging General Capital Retained Total  interests Total
  capital premium reserve reserve reserve reserve reserve reserve earnings reserves Total (NCI) equity
  AED’000 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Balance at 31 December 2020 993,703 221,667 568,020 (116,913) (175,012) (33,814) 82,805 75,040 527,501 1,149,294 2,142,997 206,902 2,349,899

Total comprehensive income/(loss) for the year
Profit for the year - - - - - - - - 246,471 246,471 246,471 37,446 283,917
Other comprehensive (loss)/income             
Foreign exchange differences on  
   translation of foreign operations - - - (8,012) (2,117) - - - - (10,129) (10,129) (2,328) (12,457)
Changes in cash flow hedges - - - - - 24,804 - - - 24,804 24,804 - 24,804
Effects of application of IAS 29 (refer note 34)- - - - - 8,808 - - - - 8,808 8,808 - 8,808
Foreign currency translation gain on cessation  
of control over subsidiary (refer Note 31(b)(i)) - - - (5,644) - - - - - (5,644) (5,644) - (5,644)

Total comprehensive income/(loss) for the year - - - (13,656) 6,691 24,804 - - 246,471 264,310 264,310 35,118 299,428

Other equity movements             
Transfer to legal reserve - - 783 - - - - - (783) - - - -
Directors’ remuneration (refer note 24 (x)) - - - - - - -  (1,850) (1,850) (1,850) - (1,850)
Transaction with owners             
Dividend paid (refer Note 24 (ix)) - - - - - - - - (173,898) (173,898) (173,898) - (173,898)
Dividend paid to NCI - - - - - - - - - - - (15,485) (15,485)

Balance at 31 December 2021 993,703 221,667 568,803 (130,569) (168,321) (9,010) 82,805 75,040 597,441 1,237,856 2,231,559 226,535 2,458,094
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Consolidated statement of changes in 
equity (contd.)
for the year ended 31 December 2021

Attributable to owners of the Company

Reserves

The accompanying notes form an integral part of these consolidated financial statements.

             Non-
      Hyper       controlling
  Share Share Legal Translation inflation Hedging General Capital Retained Total  interests Total
  capital premium reserve reserve reserve reserve reserve reserve earnings reserves Total (NCI) equity
  AED’000 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Balance at 31 December 2019 946,384 221,667 567,053 (120,389) (183,848) (14,344) 82,805 75,040 851,949 1,479,933 2,426,317 238,255 2,664,572

Total comprehensive income/(loss) for the year
(Loss)/profit for the year - - - - - - - - (129,720) (129,720) (129,720) 3,566 (126,154)
Other comprehensive (loss)/income             
Foreign exchange differences on  
   translation of foreign operations - - - 3,476 (29,315) - - - - (25,839) (25,839) 557 (25,282)
Changes in cash flow hedges - - - - - (19,470) - - - (19,470) (19,470) - (19,470)
Effects of application of IAS 29 (refer note 34) - - - - 38,151 - - - - 38,151 38,151 - 38,151

Total comprehensive income/(loss) for the year - - - 3,476 8,836 (19,470) - - (129,720) (136,878) (136,878) 4,123 (132,755)

Other equity movements             
Transfer to legal reserve - - 967 - - - - - (967) - - - -
Directors’ remuneration (refer note 24 (x)) - - - - - - - - (3,700) (3,700) (3,700) - (3,700)
Transaction with owners             
Dividend paid (refer note 24 (ix)) - - - - - - - - (141,958) (141,958) (141,958) - (141,958)
Bonus shares issued (refer note 24 (ix)) 47,319 - - - - - - - (47,319) (47,319) - - -
Dividend paid to NCI - - - - - - - - - - - (35,608) (35,608)
Change in NCI due to acquisitions - - - - - - - - (784) (784) (784) 132 (652)

Balance at 31 December 2020 993,703 221,667 568,020 (116,913) (175,012) (33,814) 82,805 75,040 527,501 1,149,294 2,142,997 206,902 2,349,899
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Attributable to owners of the Company

Reserves

             Non-
      Hyper       controlling
  Share Share Legal Translation inflation Hedging General Capital Retained Total  interests Total
  capital premium reserve reserve reserve reserve reserve reserve earnings reserves Total (NCI) equity
  AED’000 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Balance at 31 December 2019 946,384 221,667 567,053 (120,389) (183,848) (14,344) 82,805 75,040 851,949 1,479,933 2,426,317 238,255 2,664,572

Total comprehensive income/(loss) for the year
(Loss)/profit for the year - - - - - - - - (129,720) (129,720) (129,720) 3,566 (126,154)
Other comprehensive (loss)/income             
Foreign exchange differences on  
   translation of foreign operations - - - 3,476 (29,315) - - - - (25,839) (25,839) 557 (25,282)
Changes in cash flow hedges - - - - - (19,470) - - - (19,470) (19,470) - (19,470)
Effects of application of IAS 29 (refer note 34) - - - - 38,151 - - - - 38,151 38,151 - 38,151

Total comprehensive income/(loss) for the year - - - 3,476 8,836 (19,470) - - (129,720) (136,878) (136,878) 4,123 (132,755)

Other equity movements             
Transfer to legal reserve - - 967 - - - - - (967) - - - -
Directors’ remuneration (refer note 24 (x)) - - - - - - - - (3,700) (3,700) (3,700) - (3,700)
Transaction with owners             
Dividend paid (refer note 24 (ix)) - - - - - - - - (141,958) (141,958) (141,958) - (141,958)
Bonus shares issued (refer note 24 (ix)) 47,319 - - - - - - - (47,319) (47,319) - - -
Dividend paid to NCI - - - - - - - - - - - (35,608) (35,608)
Change in NCI due to acquisitions - - - - - - - - (784) (784) (784) 132 (652)

Balance at 31 December 2020 993,703 221,667 568,020 (116,913) (175,012) (33,814) 82,805 75,040 527,501 1,149,294 2,142,997 206,902 2,349,899
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Notes to the consolidated  
financial statements
for the year ended 31 December 2021

R.A.K. Ceramics P.J.S.C. (the “Company” or the “Holding Company”) was incorporated under Emiri Decree No. 6/89 
dated 26 March 1989 as a limited liability company in the Emirate of Ras Al Khaimah, UAE. Subsequently, under Emiri 
Decree No. 9/91 dated 6 July 1991, the legal status of the Company was changed to Public Shareholding Company. 
The registered address of the Company is P.O. Box 4714, Al Jazeerah Al Hamra City, Ras Al Khaimah, United Arab 
Emirates. The Company is listed on Abu Dhabi Securities Exchange, UAE. 

These consolidated financial statements as at and for the year ended 31 December 2021 comprise the financial 
statements of the Company and its subsidiaries (collectively referred to as “the Group” and individually as “the Group 
entities”) and the Group’s interest in equity accounted investees. The Group’s subsidiaries and equity accounted 
investees, their principal activities and the Group’s interest have been disclosed in Note 36 to these consolidated 
financial statements.

The principal activities of the Group are manufacturing and sale of a variety of ceramic products including tiles, 
bathroom sets, sanitary wares and table wares. The Company and certain entities in the Group are also engaged 
in investing in other entities, in the UAE or globally, that undertake similar or ancillary activities. Accordingly, the 
Company also acts as a Holding Company of the Group entities. The Group is also engaged in contracting and other 
industrial manufacturing activities.

Federal Law No. 32 of 2021 on Commercial Companies (the “New Companies Law”) was issued on 20 September 2021 
and has come into effect on 2 January 2022, to entirely replace Federal Law No. 2 of 2015 on Commercial Companies, 
as amended (the “2015 Law”). The Company is in the process of reviewing the new provisions and will apply the 
requirements thereof no later than one year from the date on which the amendments came into effect.

1. GENERAL INFORMATION
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Notes to the consolidated financial 
statements (contd.)

2.1 New and revised IFRSs applied by the Group

In the current year, the Group has applied the following amendments to IFRSs issued by the International Accounting 
Standards Board (“IASB”) that are mandatorily effective for an accounting period that begins on or after 1 January 
2021. The application of these amendments to IFRSs has not had any material impact on the amounts reported for the 
current period but may affect the accounting for the Group’s future transactions or arrangements.

• Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 relating to ‘Interest Rate Benchmark Reform — Phase 2’, 
that address issues that might affect financial reporting after the reform of an interest rate benchmark, including its 
replacement with alternative benchmark rates.

The Group is exposed to the USD LIBOR (1-month & 3-month settings) and GBP LIBOR (3-month settings) [collectively 
‘IBORs’] interest rate benchmarks within its hedge accounting relationships, which are subject to interest rate 
benchmark reform. The Group has been closely monitoring the market and the output from the various industry 
working groups managing the transition to new benchmark interest rates. This includes announcements made by the 
IBOR regulators. The regulators have made clear that all LIBOR settings for all currencies will either cease or no longer 
be representative immediately after the following dates:

• 31 December 2021, for GBP, Euro, Swiss Franc and Japanese Yen LIBOR settings in all tenors, and US Dollar LIBOR 
1-week and 2-month settings; and 

• 30 June 2023, for US Dollar Overnight, 1-month, 3-month, 6-month and 12-month settings.

None of the Group’s USD LIBOR or GBP LIBOR legacy contracts include adequate and robust fallback clauses for a 
cessation of the referenced benchmark interest rate. The Group is planning to transition the majority of its IBOR-linked 
contracts to risk-free rates through introduction of, or amendments to, fallback clauses into the contracts which will 
change the basis for determining the interest cash flows from IBOR to RFR at an agreed point in time. These fallback 
provisions have been incorporated into some of the contracts but the majority are expected to be implemented in 
2022.

For the Group’s derivatives, the International Swaps and Derivatives Association’s (ISDA) fall-back clauses have been 
incorporated in some of the Contracts and is expected to be incorporated in all its ISDA contracts in 2022.

For the Group’s floating rate debt, the Group has initiated actions to start changing benchmark reference rates and 
aims to revise all its floating debt contracts by the end of 2022.

The Group will continue to apply the amendments to IFRS 9 until the end of the uncertainty arising from the interest 
rate benchmark reforms to which the Group is exposed with respect to the timing and the amount of the underlying 
cash flows. The Group has assumed that this uncertainty will not end until the Group’s contracts that reference IBORs 
are amended to specify the date on which the interest rate benchmark will be replaced and the cash flows of the 
alternative benchmark rate are determined including any fixed spread adjustment. This will, in part, be dependent on 
the introduction of fallback clauses which have yet to be added to the some of the Group’s contracts and negotiations 
with lenders.

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 
(“IFRSs”)
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Notes to the consolidated financial 
statements (contd.)

Below are details of the hedging instruments and the related hedged items that have been or will be subject to 
transition to alternative benchmark rates, by hedge type. The terms including the maturity and nominal amount of the 
hedged items listed below match with those of the corresponding hedging instruments.

   Nominal 
   amount Nominal Hedged item 
   in original amount in (Borrowing Transition 
Instrument type  Maturing in currency (mn)  AED (mn) Bank) progress

Cash flow hedges

Receive 1-month USD LIBOR,

-month USD LIBOR, pay US dollar

fixed interest rates swap  2026-27 USD 59.82 219.75 USD Expected 2022 

Receive 3-month USD LIBOR, 
pay US dollar fixed interest 
rates swap  2022-29 USD 90.73  333.28 USD Expected 2022

Receive 3-month GBP LIBOR, 
pay US dollar fixed interest 
rates swap  2025 GBP 18.07 89.80 GBP Completed

Fair value hedges

Receive 3-month USD LIBOR,

pay EUR fixed interest 
rates swap  2022 USD 3.40 12.49 USD Expected 2022

Total    655.32 

In the case of derivatives, transition is expected following International Swaps and Derivatives Association protocols.

• Amendments to IFRS 16 to extend the exemption from assessing whether a COVID-19 related rent concession is a 
lease modification.

Other than the above, there are no other significant IFRSs and amendments that were effective for the first time for the 
financial year beginning on 1 January 2021.

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 
(“IFRSS”) (CONTINUED)
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Notes to the consolidated financial 
statements (contd.)

2.2 New and revised IFRS and interpretations but not yet effective

Management do not expect that the adoption of the below standards will have material impact on the consolidated 
financial statements.

• IFRS 17 ‘Insurance Contracts’ relating to providing a more uniform measurement and presentation approach for all 
insurance contracts (effective for annual periods beginning after 1 January 2023).

• Amendments to IFRS 10 ‘Consolidated Financial Statements’ and IAS 28 ‘Investments in Associates and Joint 
Ventures’ (2011) relating to the treatment of the sale or contribution of assets from an investor to its associate or joint 
venture (effective date deferred indefinitely, early adoption permitted).

• IAS 1 ‘Presentation of Financial Statements’ – Amendments on Classifications. Effective for annual period beginning 
on or after 1 January 2023.

• Amendments relating IAS 16, IAS 37, IFRS 3 and some annual improvements on IFRS 1, IFRS 9, IAS 41 and IFRS 16 
(effective for annual periods beginning on or after 1 January 2022).

• IFRS 4 relating to amendments regarding the expiry date of the deferral approach. The fixed expiry date for the 
temporary exemption in IFRS 4 from applying IFRS 9 is now 1 January 2023.

• Amendments to IFRS 9 that clarifies that for the purpose of performing the ‘’10 per cent test’ for derecognition of 
financial liabilities in determining those fees paid net of fees received, a borrower includes only fees paid or received 
between the borrower and the lender, including fees paid or received by either the borrower or lender on the 
other’s behalf. The amendments are effective for annual periods beginning on or after 1 January 2022, with earlier 
application permitted.

• Amendments regarding Disclosure of Accounting policies (IAS 1 and IFRS practice statement 2), amendments to 
IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’—Definition ofAccounting Estimates and 
Amendments to IAS 12 ‘Income Taxes’—Deferred Tax related to Assets and Liabilities arising from a Single Transaction 
(effective for annual periods beginning on or after 1 January 2023).

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS 
(“IFRSS”) (CONTINUED)
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Notes to the consolidated financial 
statements (contd.)

(a) Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) and comply with the Articles of Association of the Company and the UAE Federal Law No. (2) of 2015 
(as amended). Details of the Group’s accounting policies are included in Note 4.

(b) Basis of measurement

These consolidated financial statements have been prepared on a historical cost convention except for certain 
financial instruments which are carried at fair value, as explained in the accounting policies below. Historical cost is 
generally based on the fair value of consideration given in exchange for goods and services.

(c) Functional and presentation currency

These consolidated financial statements are presented in United Arab Emirates Dirhams (“AED”), which is the functional 
currency of the Company. All amounts have been rounded to the nearest thousand, unless otherwise indicated.

(d) Use of estimates and judgments

In preparing these consolidated financial statements, management has made judgments, estimates and assumptions 
that affect the application of the Group’s accounting policies and the reported amounts of assets and liabilities, income 
and expenses. The estimates and associated assumptions are based on historical experience and other factors which 
are considered to be relevant. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed by the management on an ongoing basis. Revisions to estimates 
are recognized prospectively.

Information about significant areas of estimation uncertainty and critical judgments in applying accounting policies 
that have the most significant effect on the amounts recognized in the consolidated financial statements are described 
in Note 37. 

(e) Measurement of fair values

Fair value is the price that would be received on sale of an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date, regardless of whether that price is directly observable or 
estimated using another valuation technique. 

In estimating the fair value of an asset or a liability, the Group takes into account the characteristics of the asset or 
liability if market participants would take those characteristics into account when pricing the asset or liability at the 
measurement date. Fair value for measurement and/or disclosure purposes in these consolidated financial statements 
is determined on such basis, except for share-based payment transactions that are within the scope of IFRS 2, leasing 
transactions that are within the scope of IFRS 16, and measurements that have some similarities to fair value but are not 
fair value, such as net realizable value in IAS 2 or value in use in IAS 36.

When measuring the fair value of an asset or a liability, the Group uses market observable data as far as possible. Fair 
values are categorized into different levels in a fair value hierarchy based on the inputs used in the valuation techniques 
as follows:

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

• Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly 
(i.e. as prices) or indirectly (i.e. derived from prices); or

• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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If the inputs used to measure the fair value of an asset or a liability might be categorized in different levels of the 
fair value hierarchy, then the fair value measurement is categorized in its entirety in the same level of the fair value 
hierarchy as the lowest level input that is significant to the entire measurement.

The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period during 
which the change has occurred. 

(f)     Basis of consolidation

The consolidated financial statements of the Group incorporate the financial statements of the Company and the 
Group entities controlled by the Company (its Subsidiaries) made up to 31 December each year.

Control is achieved when the Company:

• has power over the investee;

• is exposed, or has rights, to variable returns from its involvement with the investee; and

• has the ability to use its power to affect its returns. 

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there are 
changes to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the investee when the 
voting rights are sufficient to give it the practical ability to direct the relevant activities of the investee unilaterally. 

The Company considers all relevant facts and circumstances in assessing whether or not the Company’s voting rights 
in an investee are sufficient to give it power, including:

• the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the other vote 
holders;

• potential voting rights held by the Company, other vote holders or other parties;

• rights arising from other contractual arrangements; and

• any additional facts and circumstances that indicate that the Company has, or does not have, the current ability 
to direct the relevant activities at the time that decisions need to be made, including voting patterns at previous 
shareholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when the 
Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed 
of during the year are included in the consolidated income statement and consolidated statement of other 
comprehensive income from the date the Company gains control until the date when the Company ceases to control 
the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company 
and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed to the owners of the 
Company and to the non-controlling interests even if this results in the non-controlling interests having a deficit 
balance.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in 
line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members 
of the Group are eliminated in full on consolidation.
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Changes in the Group’s interests in subsidiaries that do not result in a loss of control are accounted for as equity 
transactions. The carrying amount of the Group’s interests and the non-controlling interests are adjusted to reflect the 
changes in their relative interests in the subsidiaries. Any difference between the amount by which the non-controlling 
interests are adjusted and the fair value of the consideration paid or received is recognized directly in equity and 
attributed to the owners of the Company. 

When the Group loses control of a subsidiary, the gain or loss on disposal recognized in profit or loss is calculated 
as the difference between (i) the aggregate of the fair value of the consideration received and the fair value of 
any retained interest and (ii) the previous carrying amount of the assets (including goodwill), less liabilities of the 
subsidiary and any non-controlling interests. All amounts previously recognized in other comprehensive income in 
relation to that subsidiary are accounted for as if the Group had directly disposed of the related assets or liabilities of 
the subsidiary (i.e. reclassified to profit or loss or transferred to another category of equity as required/permitted by 
applicable IFRS). The fair value of any investment retained in the former subsidiary at the date when control is lost is 
regarded as the fair value on initial recognition for subsequent accounting under IFRS 9 when applicable, or the cost 
on initial recognition of an investment in an associate or a joint venture.
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(a) Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business 
combination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of the assets 
transferred by the Group, liabilities incurred by the Group to the former owners of the acquiree and the equity interests 
issued by the Group in exchange for control of the acquiree. Acquisition-related costs are generally recognized in 
profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognized at their fair value. 

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-controlling 
interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in the acquiree (if any) 
over the net of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. If, after 
reassessment, the net of the acquisition-date amounts of the identifiable assets acquired and liabilities assumed 
exceeds the sum of the consideration transferred, the amount of any non-controlling interests in the acquiree and the 
fair value of the acquirer’s previously held interest in the acquiree (if any), the excess is recognized immediately in profit 
or loss as a bargain purchase gain. 

Non-controlling interests are the present ownership interests and entitle their holders to a proportionate share of the 
entity’s net assets in the event of liquidation may be initially measured either at fair value or at the non-controlling 
interests’ proportionate share of the recognized amounts of the acquiree’s identifiable net assets. 

The choice of measurement basis is made on a transaction-by-transaction basis. Other types of non-controlling 
interests are measured at fair value or, when applicable, on the basis specified in another IFRS.

When a business combination is achieved in stages, the Group’s previously held equity interest in the acquiree is re-
measured to fair value at the acquisition date (i.e. the date when the Group obtains control) and the resulting gain or 
loss, if any, is recognized in profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date 
that have previously been recognized in other comprehensive income are reclassified to profit or loss where such 
treatment would be appropriate if those interests were disposed of.

(b) Goodwill 

Goodwill is not amortized but is reviewed for impairment at least annually. For the purpose of impairment testing, 
goodwill is allocated to each of the Group’s cash-generating units (or groups of cash-generating units) expected 
to benefit from the synergies of the combination. Cash-generating units to which goodwill has been allocated are 
tested for impairment annually, or more frequently when there is an indication that the unit may be impaired. If the 
recoverable amount of the cash-generating unit is less than the carrying amount of the unit, the impairment loss is 
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the 
unit pro-rata on the basis of the carrying amount of each asset in the unit. An impairment loss recognized for goodwill 
is not reversed in a subsequent period. On disposal of a cash-generating unit, the attributable amount of goodwill is 
included in the determination of the profit or loss on disposal. 

(c) Interests in equity accounted investees

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest 
in a joint venture. Significant influence is the power to participate in the financial and operating policy decisions of the 
investee but is not control or joint control over those policies. 

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have rights to the 
net assets of the joint arrangement. Joint control is the contractually agreed sharing of control of an arrangement, 
which exists only when decisions about the relevant activities require unanimous consent of the parties sharing 
control. 
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The results and assets and liabilities of associates or joint ventures are incorporated in these consolidated financial 
statements using the equity method of accounting, except when the investment is classified as held for sale, in which 
case it is accounted for in accordance with IFRS 5. 

Under the equity method, an investment in an associate or a joint venture is recognized initially in the consolidated 
statement of financial position at cost and adjusted thereafter to recognize the Group’s share of the profit or loss and 
other comprehensive income of the associate or joint venture. When the Group’s share of losses of an associate or 
a joint venture exceeds the Group’s interest in that associate or joint venture (which includes any long-term interests 
that, in substance, form part of the Group’s net investment in the associate or joint venture), the Group discontinues 
recognizing its share of further losses. Additional losses are recognized only to the extent that the Group has incurred 
legal or constructive obligations or made payments on behalf of the associate or joint venture. 

On acquisition of the investment in an associate or a joint venture, any excess of the cost of the investment over the 
Group’s share of the net fair value of the identifiable assets and liabilities of the investee is recognized as goodwill, 
which is included within the carrying amount of the investment. Any excess of the Group’s share of the net fair value of 
the identifiable assets and liabilities over the cost of the investment, after reassessment, is recognized immediately in 
profit or loss in the period in which the investment is acquired. 

The requirements of IAS 36 are applied to determine whether it is necessary to recognize any impairment loss with 
respect to the Group’s investment in an associate or a joint venture. When necessary, the entire carrying amount of 
the investment (including goodwill) is tested for impairment in accordance with IAS 36 as a single asset by comparing 
its recoverable amount (higher of value in use and fair value less costs of disposal) with its carrying amount. Any 
impairment loss recognized is not allocated to any asset, including goodwill that forms part of the carrying amount 
of the investment. Any reversal of that impairment loss is recognized in accordance with IAS 36 to the extent that the 
recoverable amount of the investment subsequently increases. 

The Group discontinues the use of the equity method from the date when the investment ceases to be an associate 
or a joint venture. When a Group entity transacts with an associate or a joint venture of the Group, profits and losses 
resulting from the transactions with the associate or joint venture are recognized in the Group’s consolidated financial 
statements only to the extent of interests in the associate or joint venture that are not related to the Group. 

(d) Hyperinflation

The financial statements of subsidiary companies whose functional currency is the currency of a hyperinflationary 
economy are adjusted for inflation in accordance with IAS 29 Financial Reporting in Hyperinflationary Economies, prior 
to their translation to AED for its consolidation into the consolidated financial statements. Amounts shown for prior 
years for comparative purposes are not restated at consolidation level as the presentation currency of the Group is not 
that of a hyperinflationary economy. On consolidation, the effect of price changes in the prior periods on the financial 
statements of the subsidiary is recognized in other comprehensive income and presented in the hyperinflation reserve 
in equity.

The financial statements of subsidiaries whose functional currency is the currency of a hyperinflationary economy 
are adjusted to reflect the changes in purchasing power of the local currency, such that all items in the statement of 
financial position not expressed in current terms (non-monetary items) are restated by applying a general price index at 
the reporting date and all income and expenses are restated quarterly by applying appropriate conversion factors. The 
difference from initial adjusted amounts is taken to profit or loss.

When a functional currency of a subsidiary ceases to be hyperinflationary, the Group discontinues hyperinflation 
accounting in accordance with IAS 29 for annual periods ending on or after the date that the economy is identified 
as being non-hyperinflationary. The amounts expressed in the measuring unit current at the end of the last period in 
which IAS 29 was applied are used as the basis for the carrying amounts in subsequent financial statements.

To determine the existence or cessation of hyperinflation, the Group assesses the qualitative characteristics of the 
economic environment of the country, such as the trends in inflation rates over the preceding 36 months to the 
reporting date. 
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(e) Foreign currencies

In preparing the financial statements of the Group entities, transactions in currencies other than the entity’s functional 
currency (foreign currencies) are recognized at the rates of exchange prevailing on the dates of the transactions. At 
each reporting date, monetary assets and liabilities that are denominated in foreign currencies are retranslated at 
the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies 
are translated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are 
measured in terms of historical cost in a foreign currency are not retranslated. Exchange differences are recognized in 
profit or loss in the period in which they arise except for: 

• exchange differences on foreign currency borrowings relating to assets under construction for future productive 
use, which are included in the cost of those assets when they are regarded as an adjustment to interest costs on 
those foreign currency borrowings; 

• exchange differences on transactions entered into to hedge certain foreign currency risks (see below under financial 
instruments/hedge accounting); and 

• exchange differences on monetary items receivable from or payable to a foreign operation for which settlement 
is neither planned nor likely to occur in the foreseeable future (therefore forming part of the net investment in the 
foreign operation), which are recognized initially in other comprehensive income and reclassified from equity to 
profit or loss on disposal or partial disposal of the net investment. 

For the purpose of presenting consolidated financial statements, the assets and liabilities of the Group’s foreign 
operations are translated at exchange rates prevailing on the reporting date. Income and expense items are translated 
at the average exchange rates for the period, unless exchange rates fluctuate significantly during that period, in which 
case the exchange rates at the date of transactions are used. Exchange differences arising, if any, are recognized in 
other comprehensive income and accumulated in a foreign exchange translation reserve. Foreign currency translation 
differences pertaining to hyperinflationary economies are recorded in the hyperinflation reserve in equity.

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation, or a disposal 
involving loss of control over a subsidiary that includes a foreign operation or a partial disposal of an interest in a joint 
arrangement or an associate that includes a foreign operation of which the retained interest  becomes a financial 
asset), all of the exchange differences accumulated in a foreign exchange translation reserve in respect of that 
operation attributable to the owners of the Company are reclassified to profit or loss. 

In addition, in relation to a partial disposal of a subsidiary that includes a foreign operation that does not result in 
the Group losing control over the subsidiary, the proportionate share of accumulated exchange differences are 
re-attributed to non-controlling interests and are not recognized in profit or loss. For all other partial disposals (i.e. 
partial disposals of associates or joint arrangements that do not result in the Group losing significant influence or joint 
control), the proportionate share of the accumulated exchange differences is reclassified to profit or loss. 

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities 
of the foreign entity and are translated at the closing rate. Exchange differences arising at the time of translation are 
recognized in other comprehensive income.
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(f) Financial instruments

Financial assets and financial liabilities are recognized in the Group’s consolidated statement of financial position when 
the Group becomes a party to the contractual provisions of the instrument. 

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly attributable 
to the acquisition or issue of financial assets and financial liabilities (other than financial assets and financial liabilities 
at fair value through profit or loss) are added to or deducted from the fair value of the financial assets or financial 
liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of financial 
assets or financial liabilities at fair value through profit or loss are recognized immediately in profit or loss.

Financial assets 

All regular purchases or sales of financial assets are recognized and derecognized on a trade date basis. Regular 
purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame 
established by regulation or convention in the marketplace. All recognized financial assets are measured subsequently 
in their entirety at either amortized cost or fair value, depending on the classification of the financial assets. 

Cash and cash equivalents comprise cash and short-term bank deposits with an original maturity of three months or 
less, net of outstanding bank overdrafts.

Classification of financial assets

Debt instruments that meet the following conditions are measured subsequently at amortized cost: 

• the financial asset is held within a business model whose objective is to hold financial assets in order to collect 
contractual cash flows; and 

• the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding.

 
Debt instruments that meet the following conditions are measured subsequently at fair value through other 
comprehensive income (FVTOCI): 

• the financial asset is held within a business model whose objective is achieved by both collecting contractual cash 
flows and selling the financial assets; and 

• the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding. 

By default, all other financial assets are measured subsequently at fair value through profit or loss (FVTPL). 

Amortized cost and effective interest method

The effective interest method is a method of calculating the amortized cost of a debt instrument and of allocating 
interest income over the relevant period. 

The amortized cost of a financial asset is the amount at which the financial asset is measured at initial recognition 
minus the principal repayments, plus the cumulative amortization using the effective interest method resulting in any 
difference between that initial amount and the maturity amount, adjusted for any loss allowance. The gross carrying 
amount of a financial asset is the amortized cost of a financial asset before adjusting for any loss allowance. 

For financial assets, interest income is calculated by applying the effective interest rate to the gross carrying amount of 
a financial asset. For financial assets that have subsequently become credit-impaired, interest income is recognized by 
applying the effective interest rate to the amortized cost of the financial asset. If, in subsequent reporting periods, the 
credit risk on the credit-impaired financial instrument improves so that the financial asset is no longer credit-impaired, 
interest income is recognized by applying the effective interest rate to the gross carrying amount of the financial asset. 
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A financial asset is held for trading if:

• it has been acquired principally for the purpose of selling it in the near term; or 

• on initial recognition it is part of a portfolio of identified financial instruments that the Group manages together and 
has evidence of a recent actual pattern of short-term profit-taking; or 

• it is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective hedging 
instrument). 

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value gains or 
losses recognized in profit or loss to the extent they are not part of a designated hedging relationship (see hedge 
accounting policy). The net gain or loss recognized in profit or loss includes any dividend or interest earned on the 
financial asset and is included in the ‘other gains and losses’.

Impairment of financial assets

The Group recognizes a loss allowance for expected credit losses (ECL) on other receivables, due from related parties 
and trade receivables as well as on financial guarantee contracts. The amount of expected credit losses is updated at 
each reporting date to reflect changes in credit risk since initial recognition of the respective financial instrument. 

The Group estimates impairment allowances using the general or simplified approach. Under the general approach, 
the Group applies a three-stage approach to estimate allowance for credit losses, using an expected credit loss 
approach as required under IFRS 9, for the financial assets that are not measured at FVTPL or FVTOCI. Financial assets 
migrate through three stages based on the change in credit risk since initial recognition.

The three stage ECL model is based on the change in credit quality of financial assets since initial recognition:

• Under Stage 1, where there has not been a significant increase in credit risk since initial recognition, an amount equal 
to 12 months ECL will be recorded.

• Under Stage 2, where there has been a significant increase in credit risk since initial recognition but the financial 
instruments are not considered as credit impaired, an amount equal to the default probability-weighted lifetime ECL 
will be recorded.

• Under the Stage 3, where there is objective evidence of impairment at the reporting date these financial instruments 
are classified as credit impaired and an amount equal to the lifetime ECL will be recorded for the financial assets.

ECLs under the general approach, are a probability-weighted estimate of credit losses. Credit losses are measured as 
the present value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with 
the contract and the cash flows that the Group expects to receive). ECLs are discounted at the effective interest rate of 
the financial asset.

Under the simplified approach, the Group uses an allowance matrix to measure the ECLs of trade receivables from 
individual customers. Loss rates are calculated using a ‘roll rate’ method based on the probability of a receivable 
progressing through successive stages of delinquency to write-off. Impairment allowances are always measured at an 
amount equal to lifetime ECL.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the expected 
life of a financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result 
from default events on a financial instrument that are possible within 12 months after the reporting date.

The Group always recognizes lifetime expected credit losses (ECL) for trade receivables, contract assets and lease 
receivables. The expected credit losses on these financial assets are estimated using a provision matrix based on 
the Group’s historical credit loss experience, adjusted for factors that are specific to the debtors, general economic 
conditions and an assessment of both the current as well as the forecast direction of conditions at the reporting date, 
including the time value of money where appropriate.
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For all other financial instruments, the Group recognizes lifetime ECL when there has been a significant increase in 
credit risk since initial recognition. However, if the credit risk on the financial instrument has not increased significantly 
since initial recognition, the Group measures the loss allowance for that financial instrument at an amount equal to 
12-month ECL.

Significant increase in credit risk 

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, 
the Group compares the risk of a default occurring on the financial instrument at the reporting date with the risk 
of a default occurring on the financial instrument at the date of initial recognition. In making this assessment, 
the Group considers both quantitative and qualitative information that is reasonable and supportable, including 
historical experience and forward-looking information that is available without undue cost or effort. Forward-looking 
information considered includes the future prospects of the industries in which the Group’s debtors operate, obtained 
from economic expert reports, financial analysts, governmental bodies, relevant think-tanks and other similar 
organizations, as well as consideration of various external sources of actual and forecast economic information that 
relate to the Group’s core operations. 

In particular, the following information is taken into account when assessing whether credit risk has increased 
significantly since initial recognition: 

• an actual or expected significant deterioration in the financial instrument’s external (if available) or internal credit 
rating; 

• significant deterioration in external market indicators of credit risk for a particular financial instrument, e.g. a 
significant increase in the credit spread, the credit default swap prices for the debtor, or the length of time or the 
extent to which the fair value of a financial asset has been less than its amortized cost; 

• existing or forecast adverse changes in business, financial or economic conditions that are expected to cause a 
significant decrease in the debtor’s ability to meet its debt obligations; 

• an actual or expected significant deterioration in the operating results of the debtor; 

• significant increases in credit risk on other financial instruments of the same debtor; and 

• an actual or expected significant adverse change in the regulatory, economic, or technological environment of the 
debtor that results in a significant decrease in the debtor’s ability to meet its debt obligations. 

 
Despite the foregoing, the Group assumes that the credit risk on a financial instrument has not increased significantly 
since initial recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial 
instrument is determined to have low credit risk if: 

• the financial instrument has a low risk of default; 

• the debtor has a strong capacity to meet its contractual cash flow obligations in the near term; and 

• adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce the 
ability of the borrower to fulfil its contractual cash flow obligations. 

The Group considers a financial asset to have low credit risk when the asset has external credit rating of ‘investment 
grade’ in accordance with the globally understood definition or if an external rating is not available, the asset has an 
internal rating of ‘performing’. Performing means that the counterparty has a strong financial position and there are no 
past due amounts. 

For financial guarantee contracts, the date that the Group becomes a party to the irrevocable commitment is 
considered to be the date of initial recognition for the purposes of assessing the financial instrument for impairment. 
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In assessing whether there has been a significant increase in the credit risk since initial recognition of a financial 
guarantee contract, the Group considers the changes in the risk that the specified debtor will default on the contract. 
The Group regularly monitors the effectiveness of the criteria used to identify whether there has been a significant 
increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying significant 
increase in credit risk before the amount becomes past due.

Definition of default 

The Group considers the following as constituting an event of default for internal credit risk management purposes 
as historical experience indicates that financial assets that meet either of the following criteria are generally not 
recoverable: 

• when there is a breach of financial covenants by the debtor; or 

• information developed internally or obtained from external sources indicates that the debtor is unlikely to pay its 
creditors, including the Group, in full (without taking into account any collateral held by the Group). 

Irrespective of the above analysis, the Group considers that default has occurred when a financial asset is more than 
180 days past due unless the Group has reasonable and supportable information to demonstrate that a more lagging 
default criterion is more appropriate. 

Write-off policy 

The Group writes off a financial asset when there is information indicating that the debtor is in severe financial difficulty 
and there is no realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or has entered 
into bankruptcy proceedings. Financial assets written off may still be subject to enforcement activities under the 
Group’s recovery procedures, taking into account legal advice where appropriate. Any recoveries made are recognized 
in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss given default (i.e. the magnitude of the loss 
if there is a default) and the exposure at default. The assessment of the probability of default and loss given default 
is based on historical data adjusted by forward-looking information as described above. As for the exposure at 
default, for financial assets, this is represented by the assets’ gross carrying amount at the reporting date; for financial 
guarantee contracts, the exposure includes the amount drawn down as at the reporting date, together with any 
additional amounts expected to be drawn down in the future by default date determined based on historical trend, 
the Group’s understanding of the specific future financing needs of the debtors, and other relevant forward-looking 
information. 

For financial assets, ECL is estimated as the difference between all contractual cash flows that are due to the Group 
in accordance with the contract and all the cash flows that the Group expects to receive, discounted at the original 
effective interest rate.

For a financial guarantee contract, as the Group is required to make payments only in the event of a default by the 
debtor in accordance with the terms of the instrument that is guaranteed, the expected loss allowance is the expected 
payments to reimburse the holder for a credit loss that it incurs less any amounts that the Group expects to receive 
from the holder, the debtor or any other party.

If the Group has measured the loss allowance for a financial instrument at an amount equal to lifetime ECL in the 
previous reporting period, but determines at the current reporting date that the conditions for lifetime ECL are no 
longer met, the Group measures the loss allowance at an amount equal to 12-month ECL at the current reporting date, 
except for assets for which the simplified approach was used. 

The Group recognizes an impairment gain or loss in profit or loss for all financial instruments with a corresponding 
adjustment to their carrying amount through a loss allowance account.
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Derecognition of financial assets 

The Group derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire, 
or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another 
entity. If the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues 
to control the transferred asset, the Group recognizes its retained interest in the asset and an associated liability for 
amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of a transferred 
financial asset, the Group continues to recognize the financial asset and also recognizes a collateralized borrowing for 
the proceeds received. 

Hedge accounting

The Group designates certain derivatives as hedging instruments in respect of foreign currency risk and interest rate 
risk in fair value hedges, hedges of certain interest rate and commodity derivatives as cash flow hedges. 

At the inception of the hedge relationship, the Group documents the relationship between the hedging instrument 
and the hedged item, along with its risk management objectives and its strategy for undertaking various hedge 
transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Group documents whether the 
hedging instrument is effective in offsetting changes in fair values or cash flows of the hedged item attributable to the 
hedged risk, which is when the hedging relationship meets all of the following hedge effectiveness requirements: 

• there is an economic relationship between the hedged item and the hedging instrument; 

• the effect of credit risk does not dominate the value changes that result from that economic relationship; and 

• the hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item that 
the Group actually hedges and the quantity of the hedging instrument that the Group actually uses to hedge that 
quantity of hedged item. 

If a hedging relationship ceases to meet the hedge effectiveness requirement relating to the hedge ratio but the risk 
management objective for that designated hedging relationship remains the same, the Group adjusts the hedge ratio 
of the hedging relationship (i.e. rebalances the hedge) so that it meets the qualifying criteria again. 

The Group designates the full change in the fair value of a forward contract (i.e. including the forward elements) and 
interest rate swap contracts as the hedging instrument for all of its hedging relationships involving forward/interest rate 
swap contracts. 

The Group designates only the intrinsic value of option contracts as a hedged item, i.e. excluding the time value of the 
option. The changes in the fair value of the aligned time value of the option are recognized in other comprehensive 
income and accumulated in the cost of hedging reserve. If the hedged item is transaction-related, the time value is 
reclassified to profit or loss when the hedged item affects profit or loss. If the hedged item is time-period related, 
then the amount accumulated in the cost of hedging reserve is reclassified to profit or loss on a rational basis – the 
Group applies straight-line amortization. Those reclassified amounts are recognized in profit or loss in the same line 
as the hedged item. If the hedged item is a non-financial item, then the amount accumulated in the cost of hedging 
reserve is removed directly from equity and included in the initial carrying amount of the recognized non-financial 
item. Furthermore, if the Group expects that some or all of the loss accumulated in cost of hedging reserve will not be 
recovered in the future, that amount is immediately reclassified to profit or loss. 

Fair value hedges 

The fair value change on qualifying hedging instruments is recognized in profit or loss.

The carrying amount of a hedged item not already measured at fair value is adjusted for the fair value change 
attributable to the hedged risk with a corresponding entry in profit or loss. 

Where hedging gains or losses are recognized in profit or loss, they are recognized in the same line as the hedged 
item. 
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The Group discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to meet the 
qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging instrument expires or 
is sold, terminated or exercised. The discontinuation is accounted for prospectively. The fair value adjustment to the 
carrying amount of the hedged item arising from the hedged risk is amortized to profit or loss from that date.

Cash flow hedges 

The effective portion of changes in the fair value of derivatives and other qualifying hedging instruments that are 
designated and qualify as cash flow hedges is recognized in other comprehensive income and accumulated under the 
heading of cash flow hedging reserve, limited to the cumulative change in fair value of the hedged item from inception 
of the hedge. The gain or loss relating to the ineffective portion is recognized immediately in profit or loss, and is 
included in the ‘other gains and losses’. 

Amounts previously recognized in other comprehensive income and accumulated in equity are reclassified to profit 
or loss in the periods when the hedged item affects profit or loss. However, when the hedged forecast transaction 
results in the recognition of a non-financial asset or a non-financial liability, the gains and losses previously recognized 
in other comprehensive income and accumulated in equity are transferred from equity and included in the initial 
measurement of the cost of the non-financial asset or non-financial liability. This transfer does not affect other 
comprehensive income. Furthermore, if the Group expects that some or all of the loss accumulated in the cash flow 
hedging reserve will not be recovered in the future, that amount is immediately reclassified to profit or loss. 

The Group discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to meet the 
qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging instrument expires or is 
sold, terminated or exercised. The discontinuation is accounted for prospectively. Any gain or loss recognized in other 
comprehensive income and accumulated in cash flow hedge reserve at that time remains in equity and is reclassified 
to profit or loss when the forecast transaction occurs. When a forecast transaction is no longer expected to occur, the 
gain or loss accumulated in the cash flow hedge reserve is reclassified immediately to profit or loss.

Derivative financial instruments 

The Group enters into a variety of derivative financial instruments to manage its exposure to interest rate, foreign 
exchange rate and commodity price risks, including foreign exchange forward contracts, options and interest rate 
swaps. 

Derivatives are recognized initially at fair value at the date a derivative contract is entered into and are subsequently re-
measured to their fair value at each reporting date. The resulting gain or loss is recognized in profit or loss immediately 
unless the derivative is designated and effective as a hedging instrument, in which event the timing of the recognition 
in profit or loss depends on the nature of the hedge relationship. 

A derivative with a positive fair value is recognized as a financial asset whereas a derivative with a negative fair value 
is recognized as a financial liability. Derivatives are not offset in the financial statements unless the Group has both 
a legally enforceable right and intention to offset. A derivative is presented as a non-current asset or a non-current 
liability if the remaining maturity of the instrument is more than 12 months and it is not due to be realized or settled 
within 12 months. Other derivatives are presented as current assets or current liabilities. 

Embedded derivatives 

An embedded derivative is a component of a hybrid contract that also includes a non-derivative host – with the effect 
that some of the cash flows of the combined instrument vary in a way similar to a stand-alone derivative. 

Derivatives embedded in hybrid contracts with a financial asset host within the scope of IFRS 9 are not separated. The 
entire hybrid contract is classified and subsequently measured as either amortized cost or fair value as appropriate. 

Derivatives embedded in hybrid contracts with hosts that are not financial assets within the scope of IFRS 9 (e.g. 
financial liabilities) are treated as separate derivatives when they meet the definition of a derivative, their risks and 
characteristics are not closely related to those of the host contracts and the host contracts are not measured at FVTPL. 
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If the hybrid contract is a quoted financial liability, instead of separating the embedded derivative, the Group generally 
designates the whole hybrid contract at FVTPL. 

An embedded derivative is presented as a non-current asset or non-current liability if the remaining maturity of the 
hybrid instrument to which the embedded derivative relates is more than 12 months and is not expected to be realized 
or settled within 12 months.

Financial liabilities and equity

Financial liabilities 

All financial liabilities are measured subsequently at amortized cost using the effective interest method. 

The effective interest method is a method of calculating the amortized cost of a financial liability and of allocating 
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future 
cash payments (including all fees and points paid or received that form an integral part of the effective interest rate, 
transaction costs and other premiums or discounts) through the expected life of the financial liability, or (where 
appropriate) a shorter period, to the amortized cost of a financial liability.

Derecognition of financial liabilities 

The Group derecognizes financial liabilities when, and only when, the Group’s obligations are discharged, cancelled or 
have expired. The difference between the carrying amount of the financial liability derecognized and the consideration 
paid and payable is recognized in profit or loss. 

Classification as debt or equity 

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of 
the contractual arrangements and the definitions of a financial liability and an equity instrument. 

Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its 
liabilities. Equity instruments issued by the Group are recognized at the proceeds received, net of direct issue costs. 

Repurchase of the Company’s own equity instruments is recognized and deducted directly in equity. No gain or loss is 
recognized in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity instruments. 

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares are 
recognized as a deduction from equity, net of any tax effects.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the consolidated statement of 
financial position when, and only when, the Group currently has a legally enforceable right to set off the amounts and 
it intends either to settle them on a net basis or to realize the asset and settle the liability simultaneously.
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(g) Property, plant and equipment 

Recognition and measurement

Items of property plant and equipment (except land and capital work in progress) are measured at cost less 
accumulated depreciation and identified impairment losses (see accounting policy on impairment), if any. 

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets 
includes the following:

• cost of materials and direct labour; 

• any other costs directly attributable to bringing the assets to a working condition for their intended use; and

• capitalized borrowing costs.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of that 
equipment. If significant parts of an item of property, plant and equipment have different useful lives, then they are 
accounted for as separate items (major components) of property, plant and equipment. Any gain or loss on disposal of 
an item of property, plant and equipment is recognized in the profit or loss.

Subsequent expenditure

Subsequent expenditure is capitalized only when it is probable that the future economic benefits associated with the 
expenditure will flow to the Group. Ongoing repairs and maintenance is expensed as incurred.

Reclassification to investment property

When the use of a property changes from owner-occupied to investment property, the property is reclassified as 
investment property at its carrying value at the time of reclassification considering that the accounting policy for 
investment property is the ‘Cost Model’ in accordance with IAS 40. 

Depreciation

Depreciation is calculated to write off the cost of items of property, plant and equipment (except land and capital work 
in progress) less their estimated residual values using the straight-line method over their estimated useful lives. Leased 
assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably certain that the 
Group will obtain ownership by the end of the lease term. Land is not depreciated. The estimated useful lives for the 
current and comparative years of significant items of property, plant and equipment are as follows:

  Life (years)

Buildings    20-35
Plant and equipment     4-15

Vehicles     3-10

Furniture and fixtures     3-10

Office equipment     2-10

Roads and asphalting     5-10

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.

(h) Capital work in progress

Capital work in progress is stated at cost less impairment, if any, until the construction is completed. Upon completion 
of construction, the cost of such assets together with the cost directly attributable to construction, including 
capitalized borrowing costs are transferred to the respective class of asset. No depreciation is charged on capital work 
in progress.
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(i) Intangible assets 

Recognition and measurement

Other intangible asset, which are acquired by the Group and have finite useful lives are measured at cost less 
accumulated amortization and identified impairment losses, if any. Trademarks are initially measured at the purchase 
cost and are amortized on a straight-line basis over their estimated lives.

Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific 
asset to which it relates. 

Amortization 

Amortization is calculated to write off the cost of intangible assets less their estimated residual values using the 
straight-line method over their estimated useful lives of 5 to 15 years from the date that they are available for use, and 
is generally recognized in profit or loss. Amortization methods, useful lives and residual values are reviewed at each 
reporting date and adjusted if appropriate.

(j) Investment properties

Investment properties are properties held either to earn rental income or for capital appreciation or for both, but 
not for sale in the ordinary course of business, use in the production or supply of goods or rendering services or for 
administrative purposes. 

Investment properties are accounted for using the “Cost Model” under the IAS 40 “Investment Property” and is stated 
at cost less accumulated depreciation and impairment losses, if any. Depreciation on buildings is charged over its 
estimated useful life of 20 to 35 years. Investment properties are individually tested for impairment, at least annually, 
based on their prevailing fair market values. Any impairment to the carrying value is charged to profit or loss.

Cost includes expenditure which is directly attributable to the acquisition of the investment property. The cost of self-
constructed investment properties includes the cost of materials and direct labour, any other costs directly attributable 
to bringing the investment property to a working condition for their intended use and capitalized borrowing costs. 

The cost of investment properties acquired in exchange for a non-monetary asset or assets, or a combination of 
monetary and non-monetary assets, comprises the fair value of the asset received or asset given up. If the fair value of 
the asset received and asset given up can be measured reliably, the fair value of the asset given up is used to measure 
cost, unless the fair value of the asset received is more clearly evident. Any gain or loss on disposal of investment 
properties (calculated as the difference between the net proceeds from disposal and the carrying amount of the item) 
is recognized in profit or loss. 

When the use of properties changes such that it is reclassified as property, plant and equipment or inventory, the 
transfer is effected at the carrying value of such property at the date of reclassification.

(k) Leases

At inception of the contract, the Group assesses whether a contract is or contains a lease. The Group recognizes a 
right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, 
except for short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets. 
For these leases, the Group recognizes the lease payments as an operating expense on a straight-line basis over 
the term of the lease unless another systematic basis is more representative of the time pattern in which economic 
benefits from the leased assets are consumed. 
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The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the 
lessee uses its incremental borrowing rate. 

Lease payments included in the measurement of the lease liability comprise: 

• fixed payments (including in-substance fixed payments), less any lease incentives receivable,

• amounts expected to be payable by the lessee under residual value guarantees,

• the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and

• payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease liability 
(using the effective interest method) and by reducing the carrying amount to reflect the lease payments made. 

The Group re-measures the lease liability (and makes a corresponding adjustment to the related right-of-use asset) 
whenever: 

• The lease term has changed or there is a significant event or change in circumstances resulting in a change in the 
assessment of exercise of a purchase option, in which case the lease liability is re-measured by discounting the 
revised lease payments using a revised discount rate. 

• The lease payments change due to changes in an index or rate or a change in expected payment under a guaranteed 
residual value, in which cases the lease liability is re-measured by discounting the revised lease payments using an 
unchanged discount rate. If the change in lease payments is due to a change in a floating interest rate, then the 
discount rate is also revised. 

• A lease contract is modified and the lease modification is not accounted for as a separate lease, in which case 
the lease liability is re-measured based on the lease term of the modified lease by discounting the revised lease 
payments using a revised discount rate at the effective date of the modification. 

The Group did not make any such adjustments during the period(s) presented. 

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments made at 
or before the commencement day, less any lease incentives received and any initial direct costs. They are subsequently 
measured at cost less accumulated depreciation and impairment losses. 

Whenever the Group incurs an obligation for costs to dismantle and remove a leased asset, restore the site on which it 
is located or restore the underlying asset to the condition required by the terms and conditions of the lease, a provision 
is recognized and measured under IAS 37. To the extent that the costs relate to a right-of-use asset, the costs are 
included in the related right-of-use asset, unless those costs are incurred to produce inventories. 

Right-of-use assets are depreciated over the shorter period of lease term and useful life of the underlying asset. If a 
lease transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the Group expects 
to exercise a purchase option, the related right-of-use asset is depreciated over the useful life of the underlying asset. 
The depreciation starts at the commencement date of the lease.

The Group applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for any identified 
impairment loss as described in the ‘Property, Plant and Equipment’ policy.  As a practical expedient, IFRS 16 permits 
a lessee not to separate non-lease components, and instead account for any lease and associated non-lease 
components as a single arrangement. The Group has not used this practical expedient. 

The Group as lessor

The Group enters into lease agreements as a lessor with respect to some of its investment properties. 

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms of the lease 
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transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a finance lease. All 
other leases are classified as operating leases. 

When the Group is an intermediate lessor, it accounts for the head lease and the sublease as two separate contracts. 
The sublease is classified as a finance or operating lease by reference to the right-of-use asset arising from the head 
lease. 

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant lease. Initial 
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased 
asset and recognized on a straight-line basis over the lease term. 

Amounts due from lessees under finance leases are recognized as receivables at the amount of the Group’s net 
investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant periodic 
rate of return on the Group’s net investment outstanding in respect of the leases. When a contract includes lease 
and non-lease components, the Group applies IFRS 15 to allocate the consideration under the contract to each 
component. 

Leased assets

Leases of assets that transfer to the Group substantially all of the risks and rewards of ownership are classified as 
finance leases. The leased assets are measured initially at an amount equal to the lower of their fair value and the 
present value of the minimum lease payments. Subsequent to initial recognition, the assets are accounted for in 
accordance with the accounting policy applicable to that asset.

Assets held under other leases are classified as operating leases and are not recognized in the Group’s consolidated 
statement of financial position

(l) Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is based on the weighted 
average cost method, and includes expenditure incurred in acquiring the inventories, production or conversion 
costs, and other costs incurred in bringing them to their existing location and condition. In the case of manufactured 
inventories and work in progress, cost includes an appropriate share of production overheads based on normal 
operating capacity. Net realizable value is the estimated selling price in the ordinary course of business, less the 
estimated costs of completion and selling expenses.

(m) Impairment of non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than investment 
property, inventories and deferred tax assets) to determine whether there is any indication of impairment. If any such 
indication exists, then the asset’s recoverable amount is estimated. Goodwill is tested annually for impairment or more 
frequently if there are indicators that goodwill might be impaired. Where the asset does not generate cash flows that 
are independent from other assets, the Group estimates the recoverable amount of the cash-generating unit to which 
the asset belongs. When a reasonable and consistent basis of allocation can be identified, corporate assets are also 
allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating 
units for which a reasonable and consistent allocation basis can be identified. 

Intangible assets with an indefinite useful life are tested for impairment at least annually or whenever there is an 
indication at the end of a reporting period that the asset may be impaired. 

Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset for which the estimates of future 
cash flows have not been adjusted.
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If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not 
exceed the carrying amount that would have been determined had no impairment loss been recognized for the asset 
(or cash-generating unit) in prior years. A reversal of an impairment loss is recognized immediately in profit or loss to 
the extent that it eliminates the impairment loss which has been recognized for the asset in prior years.

(n) Employee benefits

Short- term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognized for the amount 
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past 
service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

UAE national employees of the Group are members of the Government-managed retirement pension and social 
security benefit scheme pursuant to U.A.E. labour law no. 7 of 1999. The Group is required to contribute 12.5% of the 
“contribution calculation salary” of payroll costs to the retirement benefit scheme to fund the benefits. The employees 
and the Government contribute 5% and 2.5% of the “contribution calculation salary” respectively, to the scheme. 
The only obligation of the Group with respect to the retirement pension and social security scheme is to make the 
specified contributions. The contributions are charged to profit or loss.

Annual leave and leave passage

An accrual is made for the estimated liability for employees’ entitlement to annual leave and leave passage as a result of 
services rendered by eligible employees up to the end of the year.

Terminal benefits

The provision for staff terminal benefits is based on the liability which would arise if the employment of all staff was 
terminated at the reporting date and is calculated in accordance with the provisions of UAE Federal Labour Law and 
the relevant local laws applicable to overseas subsidiaries. Management considers these as long-term obligations and 
accordingly they are classified as long-term liabilities.

(o) Provisions 

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it 
is probable that the Group will be required to settle that obligation and a reliable estimate can be made of the amount 
of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation 
at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is 
measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of 
those cash flows (when the effect of the time value of money is material). 

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third 
party, if it is virtually certain that such reimbursement will be received and the amount of the receivable can be 
measured reliably, a receivable is recognized as an asset.
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(p) Warranties

A provision for warranties is recognized when the underlying products or services are sold, based on historical 
warranty data and a weighting of possible outcomes against their associated probabilities.

(q) Assets held for sale

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of carrying amount and 
fair value less costs to sell. 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is 
highly probable and the asset (or disposal group) is available for immediate sale in its present condition. Management 
must be committed to the sale which should be expected to qualify for recognition as a completed sale within one 
year from the date of classification. 

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets and liabilities 
of that subsidiary are classified as held for sale when the criteria described above are met, regardless of whether the 
Group will retain a non-controlling interest in its former subsidiary after the sale. 

When the Group is committed to a sale plan involving disposal of an investment in an associate or, a portion of an 
investment in an associate, the investment, or the portion of the investment in the associate, that will be disposed 
of is classified as held for sale when the criteria described above are met. The Group then ceases to apply the equity 
method in relation to the portion that is classified as held for sale. Any retained portion of an investment in an associate 
that has not been classified as held for sale continues to be accounted for using the equity method.

(r) Revenue 

The Group recognizes revenue mainly from sale of goods consisting of tiles, sanitary wares, and related items. Revenue 
is measured based on the consideration to which the Group expects to be entitled in a contract with a customer and 
excludes amounts collected on behalf of third parties. The Group recognizes revenue when it transfers control of a 
product or service to a customer.

For sales of goods to the wholesale market, revenue is recognized when control of the goods has transferred, being 
when the goods have been shipped to the wholesaler’s specific location (delivery). Following delivery, the wholesaler 
has full discretion over the manner of distribution and price to sell the goods, has the primary responsibility when 
on-selling the goods and bears the risks of obsolescence and loss in relation to the goods. A receivable is recognized 
by the Group when the goods are delivered to the wholesaler as this represents the point in time at which the right to 
consideration becomes unconditional, as only the passage of time is required before payment is due. 

For sales of goods to retail customers, revenue is recognized when control of the goods has transferred, being at the 
point the customer purchases the goods at the retail outlet. Payment of the transaction price is due immediately at the 
point the customer purchases the goods.

The Group has a right to recover the product when customers exercise their right of return. Consequently, the Group 
recognizes a right to returned goods asset and a corresponding adjustment to cost of sales. The Group uses its past 
experience to estimate the number of returns on a portfolio level using the expected value method. It is considered 
highly probable that a significant reversal in the cumulative revenue recognized will not occur given the consistent 
level of returns over previous years.

Rendering of services

Revenue is recognized point in time as services are provided. Invoices for services are issued when the Group provides 
services and are payable in accordance with the credit terms or agreements.
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Dividend income

Dividend income is recognized in profit or loss on the date that the Group’s right to receive the payment is established.

(s) Finance income and finance costs 

Finance income comprises interest income on bank deposits, profit on wakala deposits and amount due from related 
parties. Finance income is recognized in profit or loss as it accrues, using the effective interest rate method.

Finance cost comprises interest expense on bank borrowings, profit expense on Islamic financing and bank charges. 
All finance costs are recognized in profit or loss using the effective interest rate method. However, borrowing costs 
which are directly attributable to the acquisition or construction of a qualifying asset are capitalized as part of the cost 
of that asset.

A qualifying asset is an asset which necessarily takes a substantial period of time to get ready for its intended use or 
sale. Capitalization of borrowing costs ceases when substantially all the activities necessary to prepare the asset for its 
intended use or sale are complete.

Foreign currency gains and losses are reported on a net basis as either finance income or finance cost depending on 
whether the foreign currency movements are in a net gain or net loss position.

(t) Tax

The income tax expense represents the sum of the tax currently payable and deferred tax. 

Current tax 

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in 
profit or loss because it excludes items of income or expense that are taxable or deductible in other years and it further 
excludes items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates that 
have been enacted or substantively enacted by the end of the reporting period. 

A provision is recognized for those matters for which the tax determination is uncertain but it is considered probable 
that there will be a future outflow of funds to a tax authority. The provisions are measured at the best estimate of 
the amount expected to become payable. The assessment is based on the judgement of tax professionals within the 
Company supported by previous experience in respect of such activities. 

Deferred tax 

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of 
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable 
profit, and is accounted for using the liability method. Deferred tax liabilities are generally recognized for all taxable 
temporary differences and deferred tax assets are recognized to the extent that it is probable that taxable profits will be 
available against which deductible temporary differences can be utilized. Such assets and liabilities are not recognized 
if the temporary difference arises from the initial recognition of goodwill or from the initial recognition (other than 
in a business combination) of other assets and liabilities in a transaction that affects neither the taxable profit nor the 
accounting profit. In addition, a deferred tax liability is not recognized if the temporary difference arises from the initial 
recognition of goodwill. 

Deferred tax liabilities are recognized for taxable temporary differences arising on investments in subsidiaries and 
associates, and interests in joint ventures, except where the Group is able to control the reversal of the temporary 
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax assets 
arising from deductible temporary differences associated with such investments and interests are only recognized 
to the extent that it is probable that there will be sufficient taxable profits against which to utilize the benefits of the 
temporary differences and they are expected to reverse in the foreseeable future. 

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)
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The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no 
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Deferred 
tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is 
realized based on tax laws and rates that have been enacted or substantively enacted at the reporting date. 

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the 
manner in which the Group expects, at the end of the reporting period, to recover or settle the carrying amount of its 
assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against 
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends 
to settle its current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year 

Current and deferred tax are recognized in profit or loss, except when they relate to items that are recognized in 
other comprehensive income or directly in equity, in which case, the current and deferred tax are also recognized in 
other comprehensive income or directly in equity respectively. Where current tax or deferred tax arises from the initial 
accounting for a business combination, the tax effect is included in the accounting for the business combination.

Zakat

In respect of operations in certain subsidiaries and equity accounted investees, zakat is provided in accordance with 
relevant fiscal regulations. Zakat is recognized in profit or loss except to the extent it relates to items recognized 
directly in equity, in which case it is recognized in equity.

The provision for zakat is charged to profit or loss. Additional amounts, if any, that may become due on finalization of 
an asset are accounted for in the year in which the assessment is finalized.

(u) Basic and diluted earnings per share

The Group presents basic and diluted earnings per share data for its ordinary shares. Basic earnings per share is 
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average 
number of ordinary shares outstanding during the year, adjusted for own shares held. Diluted earnings per share is 
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of 
ordinary shares outstanding, adjusted for own shares held, for the effects of all dilutive potential ordinary shares.  

(v) Segment reporting 

An operating segment is a component of the Group which engages in business activities from which it may earn 
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Group’s other 
components.

Segment results which are reported to the Company’s CEO (chief operating decision maker) include items directly 
attributable to a segment as well as those which can be allocated on a reasonable basis. Segment capital expenditure 
is the total cost incurred during the year to acquire property, plant and equipment, and intangible assets other than 
goodwill.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)
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    2021 2020 
    AED’000 AED’000

Sale of goods    2,850,607 2,334,467

Others    10,133 15,022

    2,860,740 2,349,489

The Group derives its revenue from contracts with customers for transfer of goods at a point in time.

(a) Disaggregation of revenue by geographical markets    

  Ceramic Other  
  Products Industrial Others Total 
31 December 2021  AED’000 AED’000 AED’000 AED’000

Middle East (ME)  1,364,323 32,951 8,583 1,405,857

Europe  478,314 170 - 478,484

Asian countries  777,510 63,927 1,550 842,987

Other regions  129,498 3,914 - 133,412

  2,749,645 100,962 10,133 2,860,740

     
 

  Ceramic Other  
  Products Industrial Others Total 
31 December 2020  AED’000 AED’000 AED’000 AED’000

Middle East (ME)  1,186,652 50,673 12,838 1,250,163

Europe  387,216 144 - 387,360

Asian countries  527,779 60,812 2,184 590,775

Other regions  117,204 3,987 - 121,191

  2,218,851 115,616 15,022 2,349,489

5.   REVENUE
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    2021 2020 
    AED’000 AED’000

Raw materials consumed    844,188 663,356

Change in inventory of finished goods    71,224 140,211

Allowance for slow moving inventories – net (refer Note 20)   31,302 20,245

Direct labor    208,815 189,082

Power and fuel    129,657 112,884

LPG and natural gas    185,977 147,020

Depreciation on property, plant and equipment (refer Note 14)   104,510 110,879

Depreciation of right-of-use assets (refer Note 16)    50 104

Repairs and maintenance expense    99,876 87,490

Packing material expenses    105,411 85,591

Others    45,208 39,763

    1,826,218 1,596,625

7. ADMINISTRATIVE AND GENERAL EXPENSES

    2021 2020 
    AED’000 AED’000

Staff salaries and other associated costs    92,459 83,073

Depreciation on property, plant and equipment (refer Note 14)   12,323 19,660

Depreciation on investment properties (refer Note 18)    10,442 11,336

Depreciation of right-of-use assets (refer Note 16)    727 1,530

Amortization of intangible assets (refer Note 17)    7,473 6,678

Telephone, postal and office supplies    5,318 4,073

Repairs and maintenance expenses    7,439 6,876

Legal and professional fees    13,604 13,773

Utility expenses    5,145 4,416

Security charges    1,680 2,717

Information technology licenses and consultancy expenses   9,798 10,420

Expenses on investment properties    9,082 9,285

Net loss on disposal of property, plant and equipment    - 1,438

Insurance    2,923 2,871

Workers’ participation fund and managerial remuneration    4,410 1,600

Vehicles and equipment hire charges    2,537 1,864

Others    20,080 17,695

    205,440 199,305

Others include AED 0.33 million (2020: AED 0.48 million) towards social contribution expenses.

6. COST OF SALES
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      2021 2020 
    AED’000 AED’000

Impairment loss on trade receivables     30,852  46,722  

Impairment loss on other receivables     7,500  8,866  

Reversal of impairment loss on due from related parties      (5,513) (4,404)  

    32,839 51,184  

8. SELLING AND DISTRIBUTION EXPENSES

    2021  2020 
    AED’000 AED’000

Staff salaries and other associated costs    136,829 119,897

Freight and transportation    280,911 178,297

Agents’ commission    27,702 22,233

Advertisement and promotions expenses    34,941 35,595

Rental expenses    2,699 2,827

Travel and entertainment expenses    2,426 2,210

Depreciation on property, plant and equipment (refer Note 14)   8,037 7,383

Depreciation of right-of-use assets (refer Note 16)    23,515 23,612

Others    20,199 17,134

    537,259 409,188

9. OTHER OPERATING INCOME

    2021  2020 
    AED’000 AED’000

Rental income from investment properties (refer Note 18(iii)&(iv))   3,136 27,775

Sale of scrap and miscellaneous items    4,797 3,015

Insurance claims    4,682 769

Net gain on disposal of property, plant and equipment (refer Note 31(b)(i))  49,106 -

Discount earned    10,568 5,642

Other miscellaneous income    16,409 20,179

     88,698 57,380

7(i). IMPAIRMENT LOSS/(REVERSAL)
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    2021 2020 
    AED’000 AED’000

Finance costs  

Interest on bank financing    45,601 53,280

Profit expense on Islamic financing    11,528 19,370

Interest on amount due to related parties (refer Note 21)    64 13

Interest expense on lease liabilities    4,801 5,383

Bank charges    3,890 2,970

Net foreign exchange loss    12,089 -

Net change in the fair value of derivatives    - 3,261

Total (A)    77,973 84,277

Finance income 

Interest on bank deposits    5,882 7,105

Profit on wakala deposits    302 251

Net change in the fair value of derivatives    4,908 -

Net foreign exchange gain    - 14,408

Total (B)    11,092 21,764

Net finance costs (A-B)    66,881 62,513

10. FINANCE COSTS AND INCOME
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Movement in investments in equity accounted investees is set out below:

    2021 2020 
    AED’000 AED’000

Balance at 1 January    50,596 40,042

Acquisition of an equity accounted investee    - 604

Gain on acquisition of equity accounted investee    - 103

Share of profit    16,592 16,741

Dividend income during the year    (11,637) (7,978)

Effect of movement in exchange rates    (545) 1,084

Balance at 31 December    55,006 50,596

Details of interest in equity accounted investees are disclosed in Note 36.

 
The following summarizes the information relating to the Group’s investment in equity accounted investees:

 Kludi RAK LLC (51%)  Others   Total 

 2021 2020 2021 2020 2021  2020 

Non-current assets 13,253 9,989 13,642 13,897 26,895 23,886

Current assets 

(*includes cash & cash equivalents 

of AED 3.11 million

(2020: AED 16.66 million 120,406* 98,995* 30,524 29,322 150,930  128,317

Non-current liabilities

(*comprises provision for 

employees’ end of service benefits) 9,209* 8,921* 7,623 8,279 16,832  17,200

Current liabilities

*comprises trade payables

 and provisions) 41,540* 25,837* 9,940 8,747 51,480 34,584

Net assets 82,910 74,226 26,603 26,193 109,513  100,419 
Group’s share of net assets 42,284 37,855 12,722 12,741 55,006  50,596 

Revenue 166,509 142,186 31,958 23,366 198,467  165,552

Depreciation and amortization 1,533 1,596 - - 1,533  1,596

Interest income 96 152 - - 96  152

Profit 30,684 27,184 2,665 5,692 33,349  32,876

Group’s share of profit 15,648 13,864 944 2,877 16,592 16,741

Dividend received by the Group 11,220 7,650 417 328 11,637  7,978

i. RAK Watertech LLC, RAK Chimica LLC, Kludi RAK LLC are considered as Joint Ventures of the Group since the Group 
has joint control of these entities with other partners and has rights to the net assets of the arrangement.

ii. In April 2020, the Group acquired a 25% equity interest in Naranjee Hirjee Hotel Supplies LLC (Oman), at a total 
consideration of AED 0.60 million resulting in a gain on acquisition amounting to AED 0.10 million.

11. INVESTMENTS IN EQUITY ACCOUNTED INVESTEES
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Foreign operations of the Group are liable to corporate taxes in the respective jurisdictions at prevailing tax rates. 
The corporate taxes are payable on the total income of the foreign operations after making adjustments for certain 
disallowable expenses, exempt income and investment and other allowances. 

    2021 2020 
    AED’000 AED’000

Current tax  

In respect of current year    17,072 11,884

Deferred tax  

Origination and reversal of temporary tax differences during the year   (97) 2,680

Tax expense for the year    16,975 14,564

Provision for tax    186,802 175,946

Deferred tax assets    3,720 4,066

Deferred tax liabilities    10,131 10,697

The Company operates in an income tax free jurisdiction. The Group’s consolidated effective tax rate is 5.65% for 2021 
(2020: 8.33%) which is primarily due to the effect of tax rates in foreign jurisdictions.

12. INCOME TAX
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    2021 2020

Profit/(loss) attributable to the owners of the Company (AED’000)   246,471 (129,720)

Weighted average number of ordinary shares (‘000s)    993,703 993,703

Basic and diluted earnings/(loss) per share (AED)    0.25 (0.13)

There was no dilution effect on the basic earnings/(loss) per share as the Company does not have any such 
outstanding share commitments as at the reporting date. 

13. EARNINGS(LOSS) PER SHARE
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14. PROPERTY, PLANT AND EQUIPMENT  

        
 Land and Plant and   Furniture and Office Road and Capital work  
 buildings equipment Vehicles  fixtures equipment asphalting in progress Total 
 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 AED’000

Cost
Balance at 1 January 2020 619,405 2,700,984 44,973  56,511 68,755 23,870 46,490 3,560,988
Hyperinflation impact (refer Note 34) - 169,614 3,075  599 554 1,671 8 175,521
Additions during the year 2,364 2,160 1,081  2,892 1,753 100 92,119 102,469
Transfer from capital work in progress 18,681 45,227 -  3,072 376 - (67,356) -
Transfer to intangible assets (refer Note 17) - - -  - - - (4,050) (4,050)
Transfer from investment properties (refer Note 18) 41,662 - -  - - - - 41,662
Disposals/write offs (2,047) (10,254) (1,227)  (5,870) (3,939) - (12) (23,349)
Effect of movements in exchange rates 9,496 (114,501) (2,058)  187 (169) (1,238) (15) (108,298)

Balance at 31 December 2020 689,561 2,793,230 45,844  57,391 67,330 24,403 67,184 3,744,943

Balance at 1 January 2021 689,561 2,793,230 45,844  57,391 67,330 24,403 67,184 3,744,943
Hyperinflation impact (refer Note 34) -    44,334 796  182 164 444 6 45,926
Additions during the year 1,073 10,036 3,661  4,216 2,028 35 69,585 90,634
Transfer from capital work in progress 15,397 69,606 270  1,410 217 - (86,900) -
Disposals/write offs (62,924) (212,308) (2,150)  (4,939) (12,085) - - (294,406)
Effect of movements in exchange rates (6,484) (20,476) (469)  (729) (420) 208 (131) (28,501)
 
Balance at 31 December 2021 636,623 2,684,422 47,952  57,531 57,234 25,090 49,744 3,558,596

Accumulated depreciation and impairment
Balance at 1 January 2020 310,186 1,935,461 40,583  45,387 58,962 16,417 - 2,406,996
Hyperinflation impact (refer Note 34) - 152,627 3,051  415 297 1,494 - 157,884
Charge for the year 18,759 107,602 1,057  4,888 4,504 1,112 - 137,922
Transfer from investment properties (refer Note 18) 11,539 - -  - - - - 11,539
Disposals/write offs (1,216) (9,544) (1,118)  (4,090) (3,921) - - (19,889)
Effect of movements in exchange rates 2,009 (100,814) (2,029)  205 (56) (1,104) - (101,789)

Balance at 31 December 2020 341,277 2,085,332 41,544  46,805 59,786 17,919 - 2,592,663

Balance at 1 January 2021 341,277 2,085,332 41,544  46,805 59,786 17,919 - 2,592,663
Hyperinflation impact (refer Note 34) - 41,914 792  142 103 402 - 43,353
Charge for the year 19,387 95,752 1,066  4,052 3,514 1,099 - 124,870
Disposals/write offs (47,299) (206,269) (2,106)  (4,557) (11,719) - - (271,950)
Effect of movements in exchange rates (2,378) (15,031) (368)  (474) (291) (34) - (18,576)

Balance at 31 December 2021 310,987 2,001,698 40,928  45,968 51,393 19,386 - 2,470,360

Carrying amount         
31 December 2021 325,636 682,724 7,024  11,563 5,841 5,704 49,744 1,088,236

31 December 2020 348,284 707,898 4,300  10,586 7,544 6,484 67,184 1,152,280
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 Land and Plant and   Furniture and Office Road and Capital work  
 buildings equipment Vehicles  fixtures equipment asphalting in progress Total 
 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 AED’000

Cost
Balance at 1 January 2020 619,405 2,700,984 44,973  56,511 68,755 23,870 46,490 3,560,988
Hyperinflation impact (refer Note 34) - 169,614 3,075  599 554 1,671 8 175,521
Additions during the year 2,364 2,160 1,081  2,892 1,753 100 92,119 102,469
Transfer from capital work in progress 18,681 45,227 -  3,072 376 - (67,356) -
Transfer to intangible assets (refer Note 17) - - -  - - - (4,050) (4,050)
Transfer from investment properties (refer Note 18) 41,662 - -  - - - - 41,662
Disposals/write offs (2,047) (10,254) (1,227)  (5,870) (3,939) - (12) (23,349)
Effect of movements in exchange rates 9,496 (114,501) (2,058)  187 (169) (1,238) (15) (108,298)

Balance at 31 December 2020 689,561 2,793,230 45,844  57,391 67,330 24,403 67,184 3,744,943

Balance at 1 January 2021 689,561 2,793,230 45,844  57,391 67,330 24,403 67,184 3,744,943
Hyperinflation impact (refer Note 34) -    44,334 796  182 164 444 6 45,926
Additions during the year 1,073 10,036 3,661  4,216 2,028 35 69,585 90,634
Transfer from capital work in progress 15,397 69,606 270  1,410 217 - (86,900) -
Disposals/write offs (62,924) (212,308) (2,150)  (4,939) (12,085) - - (294,406)
Effect of movements in exchange rates (6,484) (20,476) (469)  (729) (420) 208 (131) (28,501)
 
Balance at 31 December 2021 636,623 2,684,422 47,952  57,531 57,234 25,090 49,744 3,558,596

Accumulated depreciation and impairment
Balance at 1 January 2020 310,186 1,935,461 40,583  45,387 58,962 16,417 - 2,406,996
Hyperinflation impact (refer Note 34) - 152,627 3,051  415 297 1,494 - 157,884
Charge for the year 18,759 107,602 1,057  4,888 4,504 1,112 - 137,922
Transfer from investment properties (refer Note 18) 11,539 - -  - - - - 11,539
Disposals/write offs (1,216) (9,544) (1,118)  (4,090) (3,921) - - (19,889)
Effect of movements in exchange rates 2,009 (100,814) (2,029)  205 (56) (1,104) - (101,789)

Balance at 31 December 2020 341,277 2,085,332 41,544  46,805 59,786 17,919 - 2,592,663

Balance at 1 January 2021 341,277 2,085,332 41,544  46,805 59,786 17,919 - 2,592,663
Hyperinflation impact (refer Note 34) - 41,914 792  142 103 402 - 43,353
Charge for the year 19,387 95,752 1,066  4,052 3,514 1,099 - 124,870
Disposals/write offs (47,299) (206,269) (2,106)  (4,557) (11,719) - - (271,950)
Effect of movements in exchange rates (2,378) (15,031) (368)  (474) (291) (34) - (18,576)

Balance at 31 December 2021 310,987 2,001,698 40,928  45,968 51,393 19,386 - 2,470,360

Carrying amount         
31 December 2021 325,636 682,724 7,024  11,563 5,841 5,704 49,744 1,088,236

31 December 2020 348,284 707,898 4,300  10,586 7,544 6,484 67,184 1,152,280
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The depreciation charge has been allocated as follows: 

    2021 2020 
    AED’000 AED’000

Cost of sales (refer Note 6)    104,510 110,879

Administrative and general expenses (refer Note 7)    12,323 19,660

Selling and distribution expenses (refer Note 8)    8,037 7,383

    124,870 137,922

(i) Land and buildings

Certain of the Group’s factory buildings are constructed on plots of land measuring 46,634,931 sq.ft. which were 
received free of cost from the Government of Ras Al Khaimah under an Emiri Decree. 

(ii) Capital work-in-progress

Capital work in progress mainly comprises building structures under construction and heavy equipment, machinery 
and software under installation.

(iii) Impairment of property, plant and equipment

Property, plant and equipment included AED 20.19 million as at 31 December 2020, pertaining to one of the 
manufacturing units of the Group where production had previously been suspended. Management had carried out an 
impairment test for this property, plant and equipment based on the fair value as determined by an independent valuer. 
The fair value measurement was categorized as a Level 3 fair value based on the inputs to the valuation technique 
used. Based on the valuation, no impairment loss was recorded against plant and equipment in 2020. During the 
current year, the same property, plant and equipment has been disposed of (refer Note 31(b)(i)).

(iv) Transfer from/(to) investment properties

During the year, there has been no transfer between investment properties and self-occupied properties. During 2020, 
the Group transferred an investment property to a self-occupied property with a carrying amount of AED 30.12 million

14. PROPERTY, PLANT AND EQUIPMENT (CONTD.)
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    2021 2020 
    AED’000 AED’000

Balance as at 1 January    120,561 120,378

Add: effect of movements in exchange rate    (61) 183

Balance as at 31 December    120,500 120,561

 
As at 31 December 2021,  Goodwill comprises AED 50.4 million, AED 5.5 million, AED 6.1 million, AED 27 million and 
AED 31.5 million recognized on acquisition of Ceramin FZ LLC, RAK Ceramics UK Limited, RAK Distribution Europe 
S.A.R.L, ARK International Trading Company Limited and RAK Saudi LLC respectively. 

The Group tests goodwill annually for impairment, or more frequently if there are indications that goodwill might be 
impaired.

During the current year, management carried out impairment tests based on the “value in use” method of goodwill 
recognized on the acquisition of subsidiaries. These calculations were based on cash flow projections using forecasted 
operating results of the respective cash generating units. The key assumptions used to determine the values were as 
follows:

    2021 2020

Discount rate    11%-12%      8%-12%

Average annual growth rate    3% 8%-13%

Terminal value growth rate    1% 1%

Years of forecast    5 years 5 years

Based on the assessment, the Group has not recorded any impairment loss during the current year (2020: Nil) as the 
recoverable amounts were higher than the carrying values as at the reporting date.

The discount rate is a pre-tax measure based on the rate of 20-year US treasury bond, adjusted for country, market, 
size, company specific risks, etc. to reflect both the increased risk of investing in equities generally and the systematic 
risk of the specific CGU.

Budgeted EBITDA was based on expectations of future outcomes taking into account past experience, adjusted for 
anticipated revenue growth. Revenue growth was projected taking into account the average growth levels experienced 
over the past five years and the estimated sales volume and price growth for the next five years. 

The Group has conducted an analysis of the sensitivity of the impairment test to changes in the key assumptions 
used to determine the recoverable amount for each of the cash generating units to which goodwill is allocated. 
Management believes that a reasonably possible change in key assumptions would not cause the carrying amount to 
exceed the recoverable amount.

15. GOODWILL
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The depreciation charge has been allocated as follows: 

   Properties Vehicles Total 
   AED’000 AED’000 AED’000

Cost   

Balance at 1 January 2020   130,993 7,523 138,516

Additions during the year   31,933 2,493 34,426

Deletions   (33,302) (1,412) (34,714)

Effects of movements in exchange rate   1,823 102 1,925

Balance at 31 December 2020   131,447 8,706 140,153

Balance at 1 January 2021   131,447 8,706 140,153

Additions during the year   21,568 - 21,568

Deletions   (10,497) - (10,497)

Effects of movements in exchange rate   (1,902) (118) (2,020)

Balance at 31 December 2021   140,616 8,588 149,204

Accumulated depreciation   

Balance at 1 January 2020   52,162 3,090 55,252

Charge for the year   23,908 1,338 25,246

Deletions   (18,047) (449) (18,496)

Effects of movements in exchange rate   751 51 802

Balance at 31 December 2020   58,774 4,030 62,804

Balance at 1 January 2021   58,774 4,030 62,804

Charge for the year   21,050 3,242 24,292

Deletions   (6,904) - (6,904)

Effects of movements in exchange rate   (802) (67) (869)

Balance at 31 December 2021   72,118 7,205 79,323

Carrying amount

31 December 2021   68,498 1,383 69,881

31 December 2020   72,673 4,676 77,349 

16.  RIGHTS-OF-USE ASSETS
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The depreciation charge has been allocated as follows:

    2021 2020 
    AED’000 AED’000

Cost of sales (refer Note 6)    50 104

Administrative and general expenses (refer Note 7)    727 1,530

Selling and distribution expenses (refer Note 8)    23,515 23,612

    24,292 25,246

The Group leases several assets including showrooms and vehicles. The average lease term is 5 years.

The maturity analysis of lease liabilities is disclosed in note 27.

Amounts recognized in consolidated statement of profit or loss

    2021 2020 
    AED’000 AED’000

Depreciation of right-of-use assets     24,292 25,246

Expenses relating to short-term leases / low value assets    3,320 3,507

Interest expense on lease liabilities    4,801 5,383

17. INTANGIBLE ASSETS

    2021 2020 
    AED’000 AED’000

Balance at 1 January    27,402 25,833

Additions during the year    774 3,971

Transfer from property, plant and equipment (refer Note 14)   - 4,050

Amortization for the year (refer Note 7)    (7,473) (6,678)

Effect of movement in exchange rates    (172) 226

Balance at 31 December    20,531 27,402

Intangible assets mainly comprise ERP software and trademarks.

16.  RIGHTS-OF-USE ASSETS (CONTD.)
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    2021 2020 
    AED’000 AED’000

Cost  

Balance at 1 January    1,265,764 1,295,906

Hyperinflation impact (refer Note 34)    9,791 37,861

Additions during the year    534 38

Transfer to property, plant and equipment (refer Note 14)    - (41,662)

Effect of movement in exchange rates    (3,021) (26,379)

Balance at 31 December    1,273,068 1,265,764

 

Accumulated depreciation  

Balance at 1 January    339,605 119,513

Hyperinflation impact (refer Note 34)    6,685 24,642

Charge for the year (refer Note 7)    10,442 11,336

Impairment (reversal)/charge    (563) 213,170

Transfer to property, plant and equipment (refer Note 14)    - (11,539)

Effect of movement in exchange rates    (1,927) (17,517)

 Balance at 31 December    354,242 339,605

Carrying amount – at 31 December    918,826 926,159

Fair value – at 31 December    1,028,046 1,049,962

i. Investment properties comprise land and buildings that are located in the United Arab Emirates, Bangladesh, 
Lebanon and Iran. 

ii. The investment properties located outside U.A.E amount to AED 38.60 million (2020: AED 41.75 million

iii. During the year ended 31 December 2021, the Group earned rental income amounting to AED 3.14 million (2020: 
AED 27.78 million) from its investment properties (refer Note 9) and direct operating expenses incurred on these 
investment properties amounted to AED 9.08 million (2020: AED 9.29 million) (Note 7).

iv. During the current year, the long term operating lease of an investment property leased to a hotel operator was 
cancelled midway through the lease term. In accordance with the requirements of IFRS, a loss of AED 27.18 million, 
being the excess of cumulative lease rent recognized as compared to the lease rent due as per the lease agreement, 
has been recognized in the consolidated statement of profit or loss. 
 
The fair value of the Group’s investment properties as at 31 December 2021 and the prior year has been arrived at 
on the basis of an independent property valuation as of those dates. The valuers possess appropriate qualifications 
and recent experience in the valuation of properties in the location and category of the property being valued.  
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As a result of the current and prospective economic impact of the COVID 19 pandemic, the valuers have reported 
fair market values on the basis of ‘material valuation uncertainty’ as per VPS-3 and VPGA-10 of the RICS Red Book 
Global edition. In particular, the valuers noted that “consequently, less certainty and a higher degree of caution 
should be attached to the valuation than what would normally be the case. As such, lesser weight could be attached 
to previous market evidence for comparison purposes. The current response to COVID 19 means that we are faced 
with an unprecedented set of circumstances on which to base a judgement.” 
 
The investment properties were valued using the residual method, investment method, comparison method or 
market approach, for varying properties, adjusted by the influence of the major market factors, including demand, 
transactions, availability, inflation, the purchasing power of money and critical judgements around approved used 
class of the property. The Group has considered inflation rate, risk free rate, risk premium, interest rate and statistical 
average growth rate. The valuation conforms to International Valuation Standards. The residual method is based on 
the master development plan considered in the valuation exercise, including the Gross Floor Area (GFA), and takes 
into account future building and construction costs, fees and transaction costs as well as anticipated developer’s 
profits which could be subject to change and significantly impact the fair value. 
 
The fair value measurement has been categorized as a Level 3 fair value based on the inputs to the valuation 
technique used and in estimating the fair value, the highest and best use of the properties is their current use. 
 
As the recoverable amount was higher than the carrying value, the Group has recorded a net impairment gain 
(recovery of impairment loss recorded in the past) of AED 0.56 million during the year (2020: impairment loss AED 
213.17 million). A change of +/- 5% to 10% in various assumptions would result in a further change in the fair value of 
the impaired investment properties in the range of -7.5% and +7.8%. 

v. As disclosed in Note 14(iv), during the previous year, the Group transferred an investment property to property, plant 
and equipment with a carrying amount of AED 30.12 million.
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    2021 2020 
    AED’000 AED’000

Trade receivables    965,755 1,029,676

Less: Allowance for expected credit loss    (229,633) (226,655)

Subtotal (A)    736,122 803,021

Other receivables    119,886 96,777

Less: Allowance for expected credit loss    (9,933) (8,866)

Subtotal (B)    109,953 87,911

Advances and prepayments (C)    250,762 213,483

Deposits (D)    27,640 29,485

Total (A+B+C+D)    1,124,477 1,133,900

Trade receivables amounting to AED 159.08 million (2020: AED 154.06 million) are subject to a charge in favor of banks 
against facilities obtained by the Group (refer Note 26(b)(ii)).

No interest is charged on outstanding trade receivables.

Other receivables include receivables due from a Sudanese Group of AED 81.3 million (gross AED 115.2 million) (2020: 
AED 88.7 million; gross AED 115.1 million). These receivables are partially secured by post-dated cheques. 

Considering the continued uncertain political situation in Sudan, including probable delays in recovery, the Group’s 
management has made a provision of AED 7.5 million during the year, against the carrying value of these receivables 
(2020: nil). Group management continues to monitor the situation closely.

The Group always measures the loss allowance for trade receivables at an amount equal to lifetime ECL. The expected 
credit losses on trade receivables is estimated using a loss rate by reference to past default experience of the debtor 
and an analysis of the debtor’s current financial position, adjusted for factors that are specific to the debtor, general 
economic conditions of the industry in which the debtor operates and an assessment of both the current as well 
as the forecast direction of conditions at the reporting date. During the previous year, in response to the COVID-19 
pandemic, in addition to the above, the expected credit loss model used to determine the loss rate calculation has 
been amended to determine separate loss rates based on the geographical segmentation of receivables and its level of 
credit quality i.e. highly stressed, stressed or non-stressed.
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(i) Long-term receivables

    2021 2020 
    AED’000 AED’000

Trade receivables    3,262 3,805

Less: Allowance for expected credit loss    (252) (452)

    3,010 3,353

Less : current portion included in trade receivables    (505) (583)

Long-term trade receivables (A)    2,505 2,770

Other receivables    108,114 107,995

Less : Allowance for expected credit loss    (32,808) (26,375)

    75,306 81,620

Less: current portion included in other receivables    (75,306) (53,265)

Long-term other receivables (B)    - 28,355

Long-term receivables (A+B)    2,505 31,125
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Expected credit loss assessment for trade receivables 

The following table provides information about the exposure to credit risk and ECLs for trade receivables (including 
long-term portion) as at 31 December 2021.

  Weighted Gross    
  average carrying Loss Credit 
  loss rate amount allowance impaired 
  % AED’000 AED’000 

Current (not past due)  1.01% 410,945 (4,149) No

1 – 90 days past due  2.96% 193,324 (5,724) No

91 – 180 days past due  8.85% 50,044 (4,428) No

181 – 360 days past due  22.25% 68,194 (15,172) No

More than 360 days past due  81.47% 246,005 (200,412) Yes

   968,512 (229,885) 

Loss rates are based on actual credit loss experience over the past years and are multiplied by scalar factors to reflect 
differences between economic conditions during the period over which the historical data has been collected, current 
conditions and the Group’s view of economic conditions over the expected lives of the receivables. Scalar factors are 
based on GDP forecasts and industry outlook.

The following table provides information about the exposure to credit risk and the loss allowance for trade receivables 
as at 31 December 2020.

  Weighted Gross    
  average carrying Loss Credit 
  loss rate amount allowance impaired 
  % AED’000 AED’000 

Current (not past due)  0.93% 476,197 (4,406) No

1 – 90 days past due  2.98% 197,874 (5,895) No

91 – 180 days past due  8.07% 51,298 (4,140) No

181 – 360 days past due  21.19% 66,562 (14,105) No

More than 360 days past due  82.40% 240,967 (198,561) Yes

   1,032,898 (227,107) 
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Impairment losses

The movement in the allowance for expected credit loss of trade receivables is as follows:

    2021 2020 
    AED’000 AED’000

At 1 January    227,107 227,983

Charge during the year (refer Note 7(i))    30,852 46,722

Written off during the year    (27,476) (48,020)

Effect of movements in exchange rate    (598) 422

At 31 December    229,885 227,107

The movement in the allowance for expected credit loss on other receivables is as follows:

    2021 2020 
    AED’000 AED’000

At 1 January    35,241 26,375

Charge during the year (refer Note 7(i))    7,500 8,866

At 31 December    42,741 35,241

19. TRADE AND OTHER RECEIVABLES (CONTD.)
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    2021 2020 
    AED’000 AED’000

Finished goods (net of net realizable value adjustments)    840,895 882,886

Less : Allowance for slow-moving inventories    (136,305) (124,139)

Subtotal (A)    704,590 758,747

Raw materials    227,212 174,640

Stores and spares*    186,545 192,847

     413,757 367,487

Less : Allowance for slow-moving inventories    (72,848) (88,033)

Subtotal (B)    340,909 279,454

   

Goods-in-transit (C)    19,314 20,416

Work-in-progress (D)    21,235 17,281

Total (A+B+C+D)    1,086,048 1,075,898

* Critical spares are depreciated based on the useful life of the plant until they are issued for maintenance. The 
depreciation charge is recognized in these consolidated financial statements under allowance for inventories.

At 31 December 2021, the Group has recognized a cumulative loss due to write-down of finished goods inventories 
of AED 158.84 million against cost of AED 408.73 million (2020: AED 151.3 million against cost of AED 366.80 million) 
to bring finished goods to its net realizable value which was lower than the cost. The difference in write down of AED 
7.85 million (2020: AED 39.59 million) is included in cost of sales in the consolidated statement of profit or loss with a 
currency loss of AED 0.32 million for the year (2020: AED 0.30 million).

Inventories amounting to AED 235.26 million (2020: AED 199.58 million) have been pledged as security in favour of 
certain banks against facilities obtained by the Group (refer Note 26 (b)(ii)).

    2021 2020 
    AED’000 AED’000

As at 1 January    212,172 194,175

Add: charge for the year (refer Note 6)    31,302 20,245

Less: written off    (33,432) (4,118)

Effect of movements in exchange rates    (889) 1,870

As at 31 December    209,153 212,172
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The transactions of the Group with its related parties are at arm’s length. The significant transactions entered into by 
the Group with related parties during the year, other than those disclosed elsewhere in these consolidated financial 
statements (see in particular Notes 11 and 31), are as follows:

Transactions with related parties

    2021 2020 
    AED’000 AED’000

A) Equity accounted investees 

Sale of goods and services and construction contracts    2,561 1,858

Purchase of goods and rendering of services    12,410 9,068

Rental income    323 390

Interest expenses (refer Note 10)    64 13

B) Other related parties    

Sale of goods and services and construction contracts    110,305 88,970

Purchase of goods and rendering of services    235,249 216,171

Rental income    2,586 1,703

Key management personnel compensation

The remuneration of Directors and other key management personnel of the Company during the year were as follows:

    2021 2020 
    AED’000 AED’000

Short-term benefits    9,780 9,376

Staff terminal benefits    252 245

Board of Directors’ remuneration    1,850 3,700

Due from related parties 

Management of the Group, based on their review of these outstanding balances, is of the view that the existing 
provision is sufficient to cover any likely credit losses. 

    2021 2020 
    AED’000 AED’000

Equity accounted investees      40,485 43,530   

Other related parties      36,785 32,164   

    77,270 75,694   

Less : Allowance for expected credit loss      (40,282) (45,799)   

    36,988 29,895   
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Due to related parties

    2021 2020 
    AED’000 AED’000

Equity accounted investees    10,056 4,905

Other related parties    18,287 30,931

    28,343 35,836

 

The movement in the allowance for ECL on amounts due from related parties is as follows:

    2021 2020 
    AED’000 AED’000

At 1 January    45,799 50,201

Reversed during the year (refer Note 7(i))    (5,513) (4,404)

Effect of movements in exchange rate    (4) 2

At 31 December    40,282 45,799
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The Group uses derivative financial instruments for risk management purposes. The Group classified interest rate 
swaps and commodity derivatives as cash flow hedges in accordance with the recognition criteria of IFRS 9, as it is 
mitigating the risk of cash flow variations due to movements in interest rates and commodity prices.

The table below shows the fair values of derivative financial instruments.

    2021 2020 
    AED’000 AED’000

Non-current 

Derivative financial assets  

Other currency and interest rate swaps    2,811 4,793

    2,811 4,793

 

    2021 2020 
    AED’000 AED’000

Non-current

Derivative financial liabilities  

Interest rate swaps used for hedging    1,157 16,118

     1,157 16,118

    2021 2020 
    AED’000 AED’000

Current 

Derivative financial assets  

Commodity derivative used for hedging    396 -

Other currency and interest rate swaps    1,470 -

     1,866 -

 

    2021 2020 
    AED’000 AED’000

Current

Derivative financial liabilities  

Interest rate swaps used for hedging    7,853 16,305

Commodity derivative used for hedging    - 1,391

Forward exchange contracts    - 5,024

    7,853 22,720

22.  DERIVATIVE FINANCIAL INSTRUMENTS
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    2021 2020 
    AED’000 AED’000

Cash in hand    1,429 1,687

Cash at bank  

- in bank deposits with maturity less than three months    - 89,576

- in Wakala deposits with maturity less than three months    - 45,000

- in current accounts    333,243 313,727

- in margin deposits    5,223 11,409

- in call accounts    23,270 8,577

Cash and cash equivalents (excluding allowance for expected credit loss)  363,165 469,976

Less : Allowance for expected credit loss    (183) (183)

Cash and cash equivalents (A)    362,982 469,793

Bank deposits with an original maturity of more than three months (B)   202,339 143,671

Bank balances and cash (A+B)    565,321 613,464

Cash in hand and cash at bank includes AED 0.49 million (2020: AED 0.63 million) and AED 139.98 million (2020: AED 
145.67 million) respectively, held outside the UAE.

All fixed deposits carry interest at commercial rates. Bank deposits with an original maturity of more than three months 
include AED 0.46 million (2020: AED 1.63 million) which are held by bank under lien against bank facilities availed by 
the Group (refer Note 26 (b)(ii)). Wakala deposits carry profit at rates agreed with Islamic banks and placed with the 
banks for an original maturity period of less than three months.

Current accounts and margin deposits are non-interest bearing accounts.
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(i) Share capital

    2021 2020 
    AED’000 AED’000

Authorized, issued and paid up  

170,000,000 shares of AED 1 each paid up in cash    170,000 170,000

823,703,958 shares of AED 1 each issued as bonus shares    823,703 823,703

     993,703 993,703

The holders of ordinary shares are entitled to receive dividends declared and are entitled to one vote per share at 
meetings of the Company. All shares rank equally with regard to the Company’s residual assets

(ii) Share premium reserve

    2021 2020 
    AED’000 AED’000

On the issue of shares of :  

R.A.K. Ceramics P.J.S.C.     165,000 165,000

R.A.K Ceramics (Bangladesh) Limited, Bangladesh    56,667 56,667

 Total    221,667 221,667

(iii)  Legal reserve

In accordance with the Articles of Association of the Company and certain subsidiaries (“the entities”) of the Group 
and Article 239 of UAE Federal Law No. (2) of 2015, 10% of the net profit for the year of the individual entities to 
which the law is applicable, has been transferred to a statutory reserve. Such transfers may be discontinued when the 
reserve equals 50% of the paid-up share capital of these entities. This reserve is non-distributable except in certain 
circumstances as permitted by the abovementioned Law. The consolidated statutory reserve reflects transfers made 
post acquisition for applicable subsidiaries.

(iv) Translation reserve

The translation reserve comprises all foreign currency differences arising from the translation of the financial 
statements of foreign operations, as well as from the translation of monetary items that form part of the Group’s net 
investment in foreign operations, except for the translation difference of the subsidiary in Iran which is included in 
hyperinflation reserve. At 31 December 2021 and 2020 the balance on the translation reserve was negative, reflecting 
the fact that cumulative losses in the account exceeded cumulative gains.
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(v) Hyperinflation reserve 

The hyperinflation reserve comprises all foreign currency differences arising from the translation of the financial 
statements of RAK Ceramics PJSC Limited, Iran and the effect of translating the financial statements at the current 
inflation index in accordance with IAS 29.

      2021 
    AED’000

As at 31 December 2019      (183,848)

For the year 2020 

Foreign currency translation differences      (29,315)

Hyperinflation effect (refer Note 34) – gain     38,151 

As at 31 December 2020     (175,012)

For the year 2021 

Foreign currency translation differences      (2,117)

Hyperinflation effect (refer Note 34) – gain     8,808

 As at 31 December 2021      (168,321)

(vi) Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of hedging 
instruments used in cash flow hedges pending subsequent recognition in profit or loss as the hedged cash flows or 
items affect profit or loss. At 31 December 2021 and 2020 the cumulative losses on the hedging reserve exceeded 
cumulative gains.

(vii) General reserve

General reserve of AED 82.8 million (2020: AED 82.8 million) is distributable subject to the approval of shareholders. 

(viii) Capital reserve

Capital reserve of AED 75.04 million (2020: AED 75.04 million) represents the Group’s share of retained earnings 
capitalized by various subsidiaries. The capital reserve is non-distributable.

(ix) Dividend 

The Board of Directors recommend a dividend distribution for the year 2021 of 20 fils per share (AED 198,740 
thousand) which will be submitted for the approval of the shareholders at the Annual General Meeting on 15 March 
2022, out of which 10 fils per share (AED 99,370 thousand) were already paid in October 2021 as interim dividend. 
At the Annual General Meeting (AGM) held on 30 March 2021, the shareholders approved a cash dividend of 7.5% 
amounting to AED 74,528 thousand.

(x) Directors’ remuneration

At the Annual General Meeting (AGM) held on 30 March 2021, the shareholders approved the Directors’ remuneration 
amounting to AED 1,850 thousand for the year ended 31 December 2020 (for the year ended 31 December 2019: AED 
3,700 thousand).
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25. NON-CONTROLLING INTERESTS

The following summarizes the information relating to the Group’s non-controlling interests.

  2021 2020 2021 2020  2021 2020 2021 2020 2021 2020

NCI Percentage 31.87% 31.87% 50% 50%  

AED‘000
Non-current assets 143,799 161,563 95,709 106,605
Current assets 457,784 385,526 213,553 187,356 
Non-current liabilities (6,209) (8,764) (17,187) (19,914)
Current liabilities (281,639) (239,480) (68,589) (76,387)  

Net assets 313,735 298,845 223,486 197,660 

Net assets attributable to NCI 100,454 95,705 115,747 103,117  24,768 22,296 (14,434) (14,216) 226,535 206,902

Revenue 297,100 229,554 254,410 147,080 
Profit 38,405 12,635 36,006 (5,870) 
Other comprehensive income/(loss) (4,874) 2,199 (639) 462   

Total comprehensive income/(loss) 33,531 14,834 35,367 (5,408)  

Profit/(loss) allocated to NCI 12,240 4,027 22,518 (1,945)  2,688 1,484 - - 37,446 3,566
Other comprehensive income/(loss) allocated to NCI (1,545) 678 (374) 309  (409) (430) - - (2,328) 557

RAK Ceramics (Bangladesh) PLC RAK Porcelain LLC
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  2021 2020 2021 2020  2021 2020 2021 2020 2021 2020

NCI Percentage 31.87% 31.87% 50% 50%  

AED‘000
Non-current assets 143,799 161,563 95,709 106,605
Current assets 457,784 385,526 213,553 187,356 
Non-current liabilities (6,209) (8,764) (17,187) (19,914)
Current liabilities (281,639) (239,480) (68,589) (76,387)  

Net assets 313,735 298,845 223,486 197,660 

Net assets attributable to NCI 100,454 95,705 115,747 103,117  24,768 22,296 (14,434) (14,216) 226,535 206,902

Revenue 297,100 229,554 254,410 147,080 
Profit 38,405 12,635 36,006 (5,870) 
Other comprehensive income/(loss) (4,874) 2,199 (639) 462   

Total comprehensive income/(loss) 33,531 14,834 35,367 (5,408)  

Profit/(loss) allocated to NCI 12,240 4,027 22,518 (1,945)  2,688 1,484 - - 37,446 3,566
Other comprehensive income/(loss) allocated to NCI (1,545) 678 (374) 309  (409) (430) - - (2,328) 557

Others Elimination Total
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(a) Islamic bank financing

    2021 2020 
    AED’000 AED’000

(i) Short-term  

Mudaraba facilities (A)    50,000 75,000

Commodity Murabaha facilities (B)    61,253 187,053

Current portion of long-term financing (refer Note 26 (a)(ii))   101,112 140,429

    212,365 402,482

(ii) Long-term – Islamic bank financing

Commodity Murabaha facilities (B)    184,668 294,401

Ijarah facilities (C)    219,753 261,737

Less : current portion of long-term financing    (101,112) (140,429)

     303,309 415,709

Movement:  

Balance as at 1 January    556,138 633,355

Availed during the year    - 75,000

Less : repaid during the year    (151,717) (152,217)

 

Balance as at end of the year    404,421 556,138

Less : current portion included in short-term (refer Note 26 (a)(i))   (101,112) (140,429)

     303,309 415,709

The terms and conditions of outstanding long-term Commodity Murabaha and Ijarah facilities are as follows:

  2021 2020 2021 2020 
Currency  Profit range Profit range AED’000 AED’000

USD  1.5%-3.9% 1.5%-3.9% 338,571 481,138

AED  2.5%-2.7% 2.5%-4.0% 65,850 75,000

    404,421 556,138

The terms and conditions of outstanding short-term Mudaraba and Commodity Murabaha facilities are as follows:

  2021 2020 2021 2020 
Currency  Profit range Profit range AED’000 AED’000

AED  1.3%-2.5% 1.3%-2.5% 111,253 216,625

USD  - 1.3%-2.5% - 45,428

    111,253 262,053

26. BANK FINANCING ARRANGEMENTS
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Islamic financings represent facilities such as Mudaraba, Murabaha and Ijarah facilities obtained from Banks. These 
financings are denominated either in the functional currency of the Company or in USD, a currency to which the 
functional currency of the Company is currently pegged. The long-term Commodity Murabaha facilities mature up to 
2027.

The financing is secured by:

• negative pledge over certain assets of the Group;

• pari passu rights among each other;

• assignment of blanket insurance policy of certain Group entities in favour of the bank; and

• a promissory note for AED 513 million (2020: AED 483 million)

(A) Mudaraba is a mode of Islamic financing where a contract is entered into by two parties whereby one party (Bank) 
provides funds to another party (the Group) who then invest in an activity deploying its experience and expertise for a 
specific pre-agreed share in the resultant profit.

(B) In Murabaha Islamic financing, a contract is entered into between two parties whereby one party (Bank) purchases an 
asset and sells it to another party (the Group), on a deferred payment basis at a pre-agreed profit. 

(C) Ijarah is another mode of Islamic financing where a contract is entered into between two parties whereby one party 
(Bank) purchases/acquires an asset, either from a third party or from the Group, and leases it to the Group against certain 
rental payments and for a specific lease period.

(b) Interest bearing bank financing

    2021 2020 
    AED’000 AED’000

(i) Short-term  

Bank overdraft    68,901 103,715

Short-term bank loan    254,114 329,490

Current portion of long-term financing (refer Note 26 (b)(ii))   217,172 238,145

     540,187 671,350

    2021 2020 
    AED’000 AED’000

(ii) Long-term bank loans  

Balance as at 1 January    591,226 719,404

Availed during the year    386,618 104,630

Less : repaid during the year    (280,033) (232,808) 

Balance as at end of the year    697,811 591,226

Less : current portion of long-term financing (refer Note 26 (b)(i))   (217,172) (238,145)

    480,639 353,081

26. BANK FINANCING ARRANGEMENTS (CONTD.)
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The terms and conditions of outstanding long-term loans are as follows:

  2021 2020 2021 2020 
Currency  Interest Range  Interest Range AED’000 AED’000

AED  2.2% - 2.6% - 42,047 -

USD  1.5% - 3.1% 1.7% - 3.7% 613,939 540,658

INR  6.4% - 9.3% 7.4% - 9.7% 41,656 50,107

GBP  1.6% - 5.0% 1.6% - 5.0% 169 461

    697,811 591,226

 

The terms and conditions of outstanding short-term loans are as follows:

  2021 2020 2021 2020 
Currency  Interest Range  Interest Range AED’000 AED’000

AED  1.8% - 4.0% 2.0% - 4.0% 215,273 272,633

USD  2.0% - 3.5% 2.0% - 3.0% 18,464 51,418

INR  6.5% - 9.5% 6.0% - 8.5% 89,278 109,154

    323,015 433,205

The Group has obtained long-term and short-term interest bearing bank facilities from various banks for financing 
the acquisition of assets, project financing or to meet its working capital requirements. The majority of these bank 
borrowings are denominated either in the functional currencies of the respective subsidiaries or in USD, a currency 
to which the functional currency of the Company is currently pegged. Rates of interest on the above bank loans are 
based on normal commercial rates. The long-term bank loans mature up to 2029.

These bank borrowings are secured by:

• a negative pledge over certain assets of the Group;

• pari passu rights among each other;

• a promissory note for AED 1,875 million (2020: AED 1,259 million);

• assignment of blanket insurance policy of certain Group entities in favour of the bank;

• hypothecation of inventories and assignment of receivables of certain Group entities (refer Notes 20 and 19); and 

• fixed deposits held under lien (refer Note 23).

26. BANK FINANCING ARRANGEMENTS (CONTD.)
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    2021 2020 
    AED’000 AED’000

Analysed as:  

Non-current    48,164 58,913

Current    25,726 22,737

     73,890 81,650

Maturity analysis 

    2021 2020 
    AED’000 AED’000

Year 1    27,712 27,110

Year 2    20,175 20,253

Year 3    12,735 16,477

Year 4    10,005 11,271

Year 5    4,326 8,993

Thereafter    8,633 12,004

     83,586 96,108

Less: unearned future interest    (9,696) (14,458)

     73,890 81,650

 

    2021 2020 
    AED’000 AED’000

Balance as at 1 January    81,650 91,766

Cash flows    (30,536) (33,707)

Non cash changes    22,776 23,591

Balance as at end of the year    73,890 81,650

27.  LEASE LIABILITIES
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    2021 2020 
    AED’000 AED’000

Trade payables    310,796 283,312

Accrued and other expenses    215,169 175,184

Advance from customers    78,450 53,995

Commission and rebates payable    60,847 65,308

Other payables    45,944 56,078

    711,206 633,877

 
Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. No 
interest is charged on the trade payables. The Group has financial risk management policies in place to ensure that all 
payables are paid within the pre-agreed credit terms. 

The carrying amount of trade payables approximates their fair value.

29. PROVISION FOR EMPLOYEES’ END OF SERVICE BENEFITS

    2021 2020 
    AED’000 AED’000

As at 1 January    78,123 83,865

Charge for the year    20,105 12,610

Payments made during the year    (15,317) (18,053)

Effect of movements in exchange rate    (171) (299)

As at 31 December    82,740 78,123

30. CONTINGENT LIABILITIES AND COMMITMENTS

    2021 2020 
    AED’000 AED’000

Contingent liabilities    

Letters of guarantee    59,010 13,752

Letters of credit    35,250 46,521

Value added tax and other tax contingencies    95,183 94,136

  

Commitments  

Capital commitments    64,349 20,266

 
In some jurisdictions, the tax returns for certain years have not been reviewed by the tax authorities and there are 
unresolved disputed corporate tax assessments and VAT claims by the authorities. However, the Group’s management 
believes that adequate provisions have been recognized for potential tax contingencies.

28.  TRADE AND OTHER PAYABLES
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(a) Acquisitions

Acquisition of subsidiaries in 2021

No subsidiaries were acquired during the year.

Acquisition of subsidiaries in 2020

(i) During the year, the Group acquired further 21.6% of controlling interest in RAK Universal Plastic LLC for AED 0.65 million. 
This acquisition did not result in any change in control and accordingly has been accounted in accordance with IFRS 10 as an 
equity transaction as follows:

     2020 
     AED’000

Increase in non-controlling interest     132

Decrease in retained earnings     (784)

Net consideration paid     (652)

(b) Disposals

Disposal of subsidiaries in 2021 

(i) During the current year, the Group has liquidated its 100% held subsidiary in China, “RAK (Gao Yao) Ceramics Co. 
Limited” and sold its property, plant and equipment. The Group has recognised a cumulative gain of AED 55.76 million 
on liquidation of the subsidiary, as follows:

• Gain on sale of property, plant and equipment AED 50.12 million, included in ‘Gain on disposal of property, plant and 
equipment’ (refer Note 9).

• Transfer of accumulated foreign currency translation gain to consolidated statement of profit or loss AED 5.64 million.

Disposal of subsidiaries in 2020 

(i) No disposals of subsidiaries took place in 2020.

32. OPERATING LEASES

As lessor

Certain investment properties are leased to third parties under operating leases agreements. The leases typically 
run for a period of more than five years, with an option to renew the lease after that date. Lease rentals are usually 
reviewed periodically to reflect market rentals.

    2021 2020 
    AED’000 AED’000

Less than one year    8,950 5,000

Between two and five years    40,101 40,205

More than five years    48,000 71,275

    97,051 116,480

During the year, the long term operating lease agreement with one party was cancelled and new agreements were 
entered into with separate parties for the same property. Accordingly, the receivable amounts have been revised.

31. ACQUISITION AND DISPOSAL OF SUBSIDIARIES AND NON-CONTROLLING INTERESTS
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Carrying value

33. FINANCIAL INSTRUMENTS

Accounting classifications and fair values

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including 
their levels in the fair value hierarchy. It does not include fair value information for financial assets and financial 
liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value.

During the year, the long term operating lease agreement with one party was cancelled and new agreements were 
entered into with separate parties for the same property. Accordingly, the receivable amounts have been revised.

 Fair value  Financial assets Financial 
 hedging Mandatory at amortised  liabilites at 
 instruments at FVTPL* cost  amortised cost Total Level 1 Level 2 Level 3 Total 
31 December 2021 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Financial assets measured at fair value         
Forward exchange contracts - 396 - - 396 - 396 - 396
Other currency and interest swaps - 4,281 - - 4,281 - 4,281 - 4,281

 - 4,677 - - 4,677 - 4,677 - 4,677

Financial assets measured at amortised cost         
Long-term receivables - - 2,505 - 2,505 - - - -
Trade and other receivables - - 873,715 - 873,715 - - - -
Due from related parties - - 36,988 - 36,988 - - - -
Bank balances and cash - - 565,321 - 565,321 - - - -

 - - 1,478,529 - 1,478,529 - - - -

Financial liabilities measured at fair value         
Interest rate swaps used for hedging 9,010 - - - 9,010 - 9,010 - 9,010

 9,010 - - - 9,010 - 9,010 - 9,010

Financial liabilities measured at amortised cost         
Islamic bank financing - - - 515,674 515,674 - - - -
Interest bearing bank financing - - - 1,020,826 1,020,826 - - - -
Trade and other payables - - - 632,756 632,756 - - - -
Due to related parties - - - 28,343 28,343 - - - -
Lease liabilities - - - 73,890 73,890 - - - -

   - - - 2,271,489 2,271,489 - - - -

*FVTPL: fair value through profit or loss
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Fair value

 Fair value  Financial assets Financial 
 hedging Mandatory at amortised  liabilites at 
 instruments at FVTPL* cost  amortised cost Total Level 1 Level 2 Level 3 Total 
31 December 2021 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Financial assets measured at fair value         
Forward exchange contracts - 396 - - 396 - 396 - 396
Other currency and interest swaps - 4,281 - - 4,281 - 4,281 - 4,281

 - 4,677 - - 4,677 - 4,677 - 4,677

Financial assets measured at amortised cost         
Long-term receivables - - 2,505 - 2,505 - - - -
Trade and other receivables - - 873,715 - 873,715 - - - -
Due from related parties - - 36,988 - 36,988 - - - -
Bank balances and cash - - 565,321 - 565,321 - - - -

 - - 1,478,529 - 1,478,529 - - - -

Financial liabilities measured at fair value         
Interest rate swaps used for hedging 9,010 - - - 9,010 - 9,010 - 9,010

 9,010 - - - 9,010 - 9,010 - 9,010

Financial liabilities measured at amortised cost         
Islamic bank financing - - - 515,674 515,674 - - - -
Interest bearing bank financing - - - 1,020,826 1,020,826 - - - -
Trade and other payables - - - 632,756 632,756 - - - -
Due to related parties - - - 28,343 28,343 - - - -
Lease liabilities - - - 73,890 73,890 - - - -

   - - - 2,271,489 2,271,489 - - - -

*FVTPL: fair value through profit or loss
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Carrying value

 Fair value  Financial assets Financial 
 hedging Mandatory at amortised Liabilities at 
 instruments at FVTPL* cost amortised cost Total Level 1 Level 2 Level 3 Total 
31 December 2020 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Financial assets measured at fair value         
Other currency and interest swaps - 4,793 - - 4,793 - 4,793 - 4,793

 - 4,793 - - 4,793 - 4,793 - 4,793

Financial assets measured at amortised cost         
Long-term receivables - - 31,125 - 31,125 - - - -
Trade and other receivables - - 920,417 - 920,417 - - - -
Due from related parties - - 29,895 - 29,895 - - - -
Bank balances and cash - - 613,464 - 613,464 - - - -

 - - 1,594,901 - 1,594,901 - - - -

Financial liabilities measured at fair value         
Commodity derivatives used for hedging 1,391 - - - 1,391 - 1,391 - 1,391
Interest rate swaps used for hedging 32,423 - - - 32,423 - 32,423 - 32,423
Forward exchange contracts - 5,024 - - 5,024 - 5,024 - 5,024

 33,814 5,024 - - 38,838 - 38,838 - 38,838

Financial liabilities measured at amortised cost         
Islamic bank financing - - - 818,191 818,191 - - - -
Interest bearing bank financing - - - 1,024,431 1,024,431 - - - -
Trade and other payables - - - 579,882 579,882 - - - -
Due to related parties - - - 35,836 35,836 - - - -
Lease liabilities - - - 81,650 81,650 - - - -

  - - - 2,539,990 2,539,990 - - - -

*FVTPL: fair value through profit or loss

33. FINANCIAL INSTRUMENTS (CONTD.)
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Fair value

 Fair value  Financial assets Financial 
 hedging Mandatory at amortised Liabilities at 
 instruments at FVTPL* cost amortised cost Total Level 1 Level 2 Level 3 Total 
31 December 2020 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Financial assets measured at fair value         
Other currency and interest swaps - 4,793 - - 4,793 - 4,793 - 4,793

 - 4,793 - - 4,793 - 4,793 - 4,793

Financial assets measured at amortised cost         
Long-term receivables - - 31,125 - 31,125 - - - -
Trade and other receivables - - 920,417 - 920,417 - - - -
Due from related parties - - 29,895 - 29,895 - - - -
Bank balances and cash - - 613,464 - 613,464 - - - -

 - - 1,594,901 - 1,594,901 - - - -

Financial liabilities measured at fair value         
Commodity derivatives used for hedging 1,391 - - - 1,391 - 1,391 - 1,391
Interest rate swaps used for hedging 32,423 - - - 32,423 - 32,423 - 32,423
Forward exchange contracts - 5,024 - - 5,024 - 5,024 - 5,024

 33,814 5,024 - - 38,838 - 38,838 - 38,838

Financial liabilities measured at amortised cost         
Islamic bank financing - - - 818,191 818,191 - - - -
Interest bearing bank financing - - - 1,024,431 1,024,431 - - - -
Trade and other payables - - - 579,882 579,882 - - - -
Due to related parties - - - 35,836 35,836 - - - -
Lease liabilities - - - 81,650 81,650 - - - -

  - - - 2,539,990 2,539,990 - - - -

*FVTPL: fair value through profit or loss
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During the current and previous years, there were no transfers between Level 1 and Level 2 fair value measurements, 
and no transfers into or out of Level 3 fair value measurements.

Risk management framework

The Group has exposure to the following risks from its use of financial instruments:

• Credit risk

• Market risk

• Liquidity risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives, policies 
and processes for measuring and managing risk, and the Group’s management of capital.

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management 
framework. The Group’s senior management is responsible for developing and monitoring the Group’s risk 
management policies and reports regularly to the Board of Directors on their activities. The Group’s current financial 
risk management framework is a combination of formally documented risk management policies in certain areas and 
informal risk management practices in others. 

The Group’s risk management policies (both formal and informal) are established to identify and analyse the risks 
faced by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk 
management policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s 
activities. The Group, through its training and management standards and procedures, aims to develop a disciplined 
and constructive control environment in which all employees understand their roles and obligations. 

The Audit Committee oversees how management monitors compliance with the Group’s risk management policies 
and procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the 
Group. The Audit Committee is assisted in its oversight role by the Internal Control department. Internal control 
undertakes both regular and ad hoc reviews of risk management controls and procedures, the results of which are 
reported to the Audit Committee.

As part of the application of the risk management policies, senior management is also responsible for development 
and implementation of controls to address operational risks arising from a wide variety of causes associated with 
the Group’s processes, personnel, technology and infrastructure, and from external factors arising from legal and 
regulatory requirements, political and economic stability in the jurisdictions that the Group operates and generally 
accepted standards of corporate behavior (also refer Note 37 - COVID-19 impact).

The Group’s non-derivative financial liabilities comprise bank borrowings, trade and other payables (excluding 
advances to suppliers) and amounts due to related parties. The Group has various financial assets such as trade and 
other receivables, bank balances and deposits and amounts due from related parties.

Due to the political situation in Iran and the imposition of stricter financial and trade sanctions and oil embargo, the 
movement of funds through banking channels from Iran has been restricted. Management continues to assess and 
monitor the implications of such changes on the business. Based on its review, management is of the view that the 
Group will be able to recover its investment in Iran and accordingly is of the view that no allowance for impairment is 
required to be recognized in these consolidated financial statements as at the reporting date. 

33. FINANCIAL INSTRUMENTS (CONTD.)
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Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet 
its contractual obligations, and arises principally from the Group’s trade and other receivables, amount due from 
related parties and balances with banks. To manage this risk, the Group periodically assesses country and customer 
credit risk, assigns individual credit limits and takes appropriate actions to mitigate credit risk.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit 
risk at the reporting date was:

    2021 2020 
    AED’000 AED’000

Long-term receivables    2,505 31,125

Trade and other receivables 

(excluding advances and prepayments)    873,715 920,417

Due from related parties    36,988 29,895

Cash at bank    563,892 611,777

    1,477,100 1,593,214

Trade and other receivables and amount due from related parties

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. However, 
management also considers the demographics of the Group’s customer base, including the default risk of the industry 
and country in which the customers operate, as these factors may have an influence on credit risk. The Group’s ten 
largest customers account for 21.3% (2020: 21.9%) of the outstanding gross trade receivables as at 31 December 2021. 
Geographically the credit risk is significantly concentrated in the Middle East, Europe and Asian regions. 

The Group’s management has established a credit policy under which each new customer is analyzed individually for 
credit worthiness before the Group’s standard payment and delivery terms and conditions are offered. Purchase limits 
are established for each customer, which represents the maximum open amount without requiring approval from 
senior Group management. These limits are reviewed periodically. 

In monitoring credit risk, customers and related parties are grouped according to their credit characteristics, including 
whether they are an individual or legal entity, geographic location, industry, aging profile, maturity and evidence of 
previous financial difficulties          

    2021 2020 
    AED’000 AED’000

Middle East (ME)    517,794 581,736

Europe    106,097 105,364

Asian countries (Other than ME)    177,558 187,559

Other regions    111,759 106,778

    913,208 981,437

Trading and manufacturing    851,181 899,327

Other industrial    38,256 35,138

Others    23,771 46,972

    913,208 981,437

33. FINANCIAL INSTRUMENTS (CONTD.)
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Balances with banks

The Group limits its exposure to credit risk by placing balances with international and local banks. Given the profile of 
its bankers, management does not expect any counter party to fail to meet its obligations. The bank balances are held 
with the banks and financial institutions of repute.

Impairment of cash and cash equivalents has been measured on a 12-month expected loss basis and reflects the short 
maturities of the exposures. The Group considers that its cash and cash equivalents have low credit risk based on the 
external credit ratings of the counterparties.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates, commodity price 
and equity price will affect the Group’s income or the value of its holdings of financial instruments. The objective 
of market risk management is to manage and control market risk exposures within acceptable parameters, while 
optimizing the return.

Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings which are denominated in a currency 
other than the respective functional currencies of the Group entities. The entities within the Group which have AED 
as their functional currency are not exposed to currency risk on transactions denominated in USD as AED is currently 
informally pegged to USD at a fixed rate. The currencies giving rise to this risk are primarily EURO and GBP.

The Group enters into forward exchange contracts to hedge its currency risk, generally with a maturity of less than one 
year from the reporting date. The Group also enters currency swap arrangements with a maturity of more than 1 year. 

Interest on borrowings is denominated in the currency of the respective borrowing and generally, borrowings are 
denominated in currencies which match the cash flows generated by the underlying operations of the Group.

In respect of other monetary assets and liabilities denominated in foreign currencies, the Group’s policy is to ensure 
that its net exposure is kept to an acceptable level by buying or selling foreign currencies at spot rates when necessary 
to address short-term imbalances.

Exposure to currency risk

The Group’s exposure to foreign currency risk is as follows:

   GBP’000 AUD’000 EUR’000

31 December 2021   

Trade and other receivable  (including due from related parties)  16,663 4,484 48,167

Cash and bank balances   2,100 4,088 7,837

Trade and other payables   (6,064) (380) (21,303)

Bank borrowings   (18,068) - -

Derivative – currency swap / forward exchange contracts   6,568 (8,000) (33,390)

Net exposure   1,199 192 1,311

33. FINANCIAL INSTRUMENTS (CONTD.)
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   GBP’000 AUD’000 EUR’000

31 December 2020   

Trade and other receivable (including due from related parties)  14,895 6,310 47,858

Cash and bank balances   3,267 588 (177)

Trade and other payables   (5,954) - (18,134)

Bank borrowings   (23,231) - -

Derivative – currency swap / forward exchange contracts   13,231 (9,500) (22,293)

Net exposure   2,208 (2,602) 7,254

The following are exchange rates applied during the year:

Reporting Date   2021 2020 2021 2020

Great Britain Pound (GBP)   4.970 5.023 5.051 4.715

Euro (EUR)   4.176 4.486 4.343 4.193

Australian Dollar (AUD)   2.667 2.826 2.757 2.527

Sensitivity analysis

A strengthening (weakening) of the AED, as indicated below, against the EUR, GBP and AUD by 5% at 31 December 
would have increased (decreased) profit or loss by the amounts shown below. The analysis is based on foreign 
currency exchange variances that the Group considers to be reasonably possible at the reporting date. The analysis 
assumes that all other variables, in particular interest rates, remain constant and ignores any impact of forecast sales 
and purchases. 

Reporting Date   Profit/(loss) Equity Profit/(loss) Equity 
   AED’000 AED’000 AED’000 AED’000

31 December 2021

GBP   (298) - 298 -

EURO   (274) - 274 -

AUD   (26) - 26 -

31 December 2020    

GBP   (555) - 555 -

EURO   (1,627) - 1,627 -

AUD   368 - (368) -

33. FINANCIAL INSTRUMENTS (CONTD.)
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The following tables detail the foreign currency forward contracts outstanding at the end of reporting period, as well 
as information regarding their related hedged items.

 
    Carrying amount Change in fair  
  Notional Value Notional of the hedging value used for  
  (respective foreign principle instruments recognizing hedge 
Hedging Instrument  currency) value assets/(liabilites) ineffectiveness 

 
  2021 2021 2021 2021 
  AED’000 AED’000 AED’000 AED’000

Forward contracts    

- GBP  11,500 57,154 (227) -

- EUR  30,500 127,369 345 -

- AUD  8,000 21,336 278 -

   

Currency swap    

- GBP  18,068 89,797 3,936 -

     

    Carrying amount Change in fair  
  Notional Value Notional of the hedging value used for  
  (respective foreign principle instruments recognizing hedge 
Hedging Instrument  currency) value assets/(liabilites) ineffectiveness 

 
  2020 2020 2020 2020 
  AED’000 AED’000 AED’000 AED’000

Forward contracts    

- GBP  10,000 50,228 (1,412) -

- EUR  15,000 67,297 (1,950) -

- AUD  9,500 26,851 (1,535) -

  

Currency swap    

- GBP  23,231 116,682 6,289 -

Currency option    

- EUR  1,000 4,486 (127) -
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   Accumulated amount Change in fair  
  Notional of fair value hedge value used for  
  principle adjustment included in recognizing hedge 
Hedging Item  value carrying amount ineffectiveness 

 
  2021 2021 2021 
  AED’000 AED’000 AED’000

Trade receivables    

- GBP  (57,154) 227 -

- EUR  (127,369) (345) -

- AUD  (21,336) (278) -

   

Term loan    

- GBP  (89,797) (3,936) -

 

   Accumulated amount Change in fair  
  Notional of fair value hedge value used for  
  principle adjustment included in recognizing hedge 
Hedging Item  value carrying amount ineffectiveness 

 
  2020 2020 2020 
  AED’000 AED’000 AED’000

Trade receivables    

- GBP  (50,228) 1,412 -

- EUR  (71,783) 2,077 -

- AUD  (26,851) 1,535 -

   

Term loan    

- GBP  (116,682) (6,289) -

 

Interest rate risk 

The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s long-term debt 
financings with floating interest/profit rates. 

The Group’s policy is to manage its financing cost using a mix of fixed and floating interest/profit rate. To manage 
this, from time to time the Group enters into interest rate swaps, whereby the Group agrees to exchange, at specified 
intervals, the difference between fixed and floating rate amounts calculated by reference to an agreed-upon notional 
principal amount. At 31 December 2021, 61.05% (2020: 75.20%) of the Group’s term financings are at a fixed rate of 
interest.

As the critical term of interest rate swap contracts and their corresponding hedged items are the same, the Group 
performs a qualitative assessment of effectiveness and is expected that the value of interest rate swap contracts 
and the value of corresponding hedged items will systematically change in the opposite direction in response to 
movements in the underlying interest rates. The main source of hedge effectiveness in these hedge relationships is 
the effect of counterparty risk on the fair value of interest rate swap contracts, which is not reflected in the fair value 
of hedged items attributable to the change in interest rates. There is no other source of ineffectiveness from these 
hedging relationships.

33. FINANCIAL INSTRUMENTS (CONTD.)
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The following tables detail various information regarding interest rate swap contracts outstanding at the end of the 
reporting period and their related hedged items. 

Cash flow hedges 

 
  Average  Carrying amount Change in fair  
  contracted Notional of the hedging value used for  
  fixed principle instruments calculating hedge 
Hedging Instrument  interest rate value assets/(liabilites) ineffectiveness 

 
  2021 2021 2021 2021 
  % AED’000 AED’000 AED’000

Receive floating, pay fixed contracts 1.74 704,603 (9,010) -

  Average  Carrying amount Change in fair  
  contracted Notional of the hedging value used for  
  fixed principle instruments calculating hedge 
Hedging Instrument  interest rate value assets/(liabilites) ineffectiveness 

 
  2020 2020 2020 2020 
  % AED’000 AED’000 AED’000

Receive floating, pay fixed contracts 1.88 1,032,344 (32,423) -

   Change in Balance Balnce in  
  Nominal Amount value used for in cash flow cash flow hedge 
  to be hedged calculating hedge reserve reserve for which 
  items assets/ hedge for continuing hedge accounting is 
Designated hedge items  liabilities ineffectiveness hedges no longer applied 

 
  2021 2021 2021 2021 
  AED’000 AED’000 AED’000 AED’000

Variable rate borrowings  (704,603) - 9,010 -

   Change in Balance Balnce in  
  Nominal Amount value used for in cash flow cash flow hedge 
  to be hedged calculating hedge reserve reserve for which 
  items assets/ hedge for continuing hedge accounting is 
Designated hedge items  liabilities ineffectiveness hedges no longer applied 

 
  2020 2020 2020 2020 
  AED’000 AED’000 AED’000 AED’000

Variable rate borrowings  (1,032,344) - 32,423 -
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Fair Value

    Carrying amount Change in fair  
   Notional of the hedging value used for  
   principle instruments calculating hedge 
Hedging Instrument   value assets/(liabilites) ineffectiveness 

 
   2021 2021 2021 
   AED’000 AED’000 AED’000

Receive floating, pay fixed contracts  12,490 345 -

    Carrying amount Change in fair  
   Notional of the hedging value used for  
   principle instruments calculating hedge 
Hedging Instrument   value assets/(liabilites) ineffectiveness 

 
   2020 2020 2020 
   AED’000 AED’000 AED’000

Receive floating, pay fixed contracts  27,184 (1,496) -

    Accumulated amount Change in fair  
   Nominal amount of of fair value hedge value used for  
   of the hedged items adjusted included recognizing hedge 
Non-designated hedged items  assets/(liabilites) in carrying amount ineffectiveness 

 
   2021 2021 2021 
   AED’000 AED’000 AED’000

Variable rate borrowings   (12,490) (345) -

    Accumulated amount Change in fair  
   Nominal amount of of fair value hedge value used for  
   of the hedged items adjustment included recognizing hedge 
Non-designated hedged items  assets/(liabilites) in carrying amount ineffectiveness 

 
   2020 2020 2020 
   AED’000 AED’000 AED’000

Variable rate borrowings   (27,184) 1,496 -
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The Group is exposed to the USD IBOR and GBP IBOR (collectively ‘IBORs’) interest rate benchmarks within its hedge 
accounting relationships, which are subject to interest rate benchmark reform. The Group has been closely monitoring 
the market and the output from the various industry working groups managing the transition to new benchmark 
interest rates. This includes announcements made by the IBOR regulators. The regulators have made clear that, at the 
end of 2021, they will no longer seek to persuade, or compel, banks to submit IBORs.

None of the Group’s current IBOR linked contracts include adequate and robust fallback provisions for a cessation of 
the referenced benchmark interest rate. Different working groups in the industry are working on fallback language for 
different instruments and different IBORs, which the Group is monitoring closely and it will look to implement these 
when appropriate.

For the Group’s derivatives, the International Swaps and Derivatives Association’s (ISDA) fall-back clauses have been 
incorporated in some of the contracts and is expected to be incorporated in all its ISDA contracts in 2022.

For the Group’s floating rate debt, the Group has started discussions with Banks to change benchmark reference rates 
and aims to finalize these amendments by end of 2022. 

The Group will continue to apply the amendments to IFRS 9 until the end of the uncertainty arising from the interest 
rate benchmark reforms to which the Group is exposed with respect to the timing and the amount of the underlying 
cash flows. The Group has assumed that this uncertainty will not end until the Group’s contracts that reference 
IBORs are amended to specify the date on which the interest rate benchmark will be replaced, the cash flows of the 
alternative benchmark rate and the relevant spread adjustment. This will, in part, be dependent on the introduction of 
fallback clauses which have yet to be added to the Group’s contracts and negotiations with lenders.

At the reporting date, the interest/profit rate profile of the Group’s financial instruments was:

    2021 2020 
    AED’000 AED’000

Fixed rate instruments   

Financial assets  

Bank deposits    202,339 278,247

Due from related parties    - 882

Financial liabilities  

Islamic bank financing    465,674 719,464

Interest bearing bank financing    472,293 666,268

Due to related parties    4,000 4,000

Variable rate instruments

Financial liabilities  

Islamic bank financing    50,000 98,727

Interest bearing bank financing    548,533 358,163

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. 
Therefore, a change in interest rates at the reporting date would not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest/variable profit at the reporting date would have increased/ (decreased) profit 
or loss by the amounts shown below. The analysis assumes that all other variables, in particular foreign currency rates, 
remain constant. 
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    100bp 100bp 
    Increase Decrease 
    AED’000 AED’000

31 December 2021   

Financial liability  

Variable instruments    (5,985) 5,985

31 December 2020  

Financial liability  

Variable instruments    (4,569) 4,569

Commodity price risk

Commodity price risk in the Group primarily arises from price fluctuations of Brent crude oil. The Group entered into 
derivative transactions to limit these risks. Hedging activities are evaluated regularly to align with Group expectations 
about the price changes and defined risk appetite; ensuring the most cost-effective hedging strategies are applied.  

Commodity options 

In the current year, the Group has designated certain commodity options as a cash flow hedge of highly probable 
purchases. Because the critical terms, i.e. the quantity, maturity and observation period of the commodity option and 
their corresponding hedged items are the same, the Group performs a qualitative assessment of effectiveness and 
it is expected that the intrinsic value of the commodity option and the value of the corresponding hedged items will 
systematically change in opposite directions in response to movements in the price of the underlying commodity. 

The main potential source of hedge ineffectiveness is the effect of the counterparty and the Group’s own credit risk on 
the fair value of the option contracts, which is not reflected in the fair value of the hedged item, and circumstances in 
which the forecast transaction will happen earlier or later than originally expected.

Cash flow hedge

     Change in fair  
    Carrying amount value used for  
  Average  of the hedging calculating hedge 
Hedging Instrument  strike price Quantity instruments ineffectiveness 

 
  2021 2021 2021 2021 
  USD Barrels AED’000 AED’000

Commodity option  - - - -

     Change in fair  
    Carrying amount value used for  
  Average  of the hedging calculating hedge 
Hedging Instrument  strike price Quantity instruments ineffectiveness 

 
  2020 2020 2020 2020 
  USD Barrels AED’000 AED’000

Commodity option  57.19 60,000 (1,391) -
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Cash flow hedge

 
     Balance in cash 
   Change in fair Balance in flow hedge reserve 
   value used for cash flow hedge for which hedge  
   calculating hedge reserve for accounting is no 
Designated hedged items   ineffectiveness continuing hedges longer applied 

 
   2021 2021 2021 
   AED’000 AED’000 AED’000

Forcast purchase   - - -

     Balance in cash 
   Change in fair Balance in flow hedge reserve 
   value used for cash flow hedge for which hedge  
   calculating hedge reserve for accounting is no 
Designated hedged items   ineffectiveness continuing hedges longer applied 

 
   2020 2020 2020 
   AED’000 AED’000 AED’000

Forcast purchase   - (1,391) -

Commodity price sensitivity analysis 

If the commodity prices had been 5 per cent higher (lower) as of 31 December 2021, profit after tax would have been 
AED 5.75 million (2020: AED 1.85 million) lower (higher).

Liquidity risk 

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial 
liabilities that are settled by delivering cash or other financial assets. The Group’s approach to managing liquidity is to 
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal 
and stressed conditions, without incurring unacceptable losses or risking damage to the Group’s reputation. 

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has established an 
appropriate liquidity risk management framework for management of the Group’s short, medium and long-term 
funding and liquidity management requirements. The Group manages liquidity risk by maintaining adequate reserves, 
banking facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows, and by 
matching the maturity profiles of financial assets and liabilities. 

The Group’s credit terms require the amounts to be received within 90-180 days (2020: 90 -180 days) from the date of 
invoice. Trade payables are normally settled within 45-90 days (2020: 45-90 days) of the date of purchase.

The Group ensures that it has sufficient cash to meet expected operational expenses, including the servicing of 
financial obligations; this excludes the potential impact of extreme circumstances that cannot be reasonably predicted, 
such as natural disasters.

The following are the remaining contractual maturities of the Group’s financial liabilities at the reporting dates, 
including estimated interest/profit payments:
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 Carrying  0-1 1-2  More than 
 amount Total year years  2 years 
 AED’000 AED’000 AED’000 AED’000  AED’000

At 31 December 2021     

Non-derivative financial liabilities

Bank financing 1,536,500 (1,620,490) (781,011) (267,647) (571,832)

Trade and other payables 632,756 (632,756) (632,756) - -

Due to related parties 28,343 (28,343) (28,343) - -

 2,197,599 (2,281,589) (1,442,110) (267,647) (571,832)

 

Derivative financial liabilities    

Interest rate swaps used for hedging 9,010 (9,010) (7,853) (1,532) 375

 9,010 (9,010) (7,853) (1,532) 375

 Carrying  0-1 1-2  More than 
 amount Total year years  2 years 
 AED’000 AED’000 AED’000 AED’000  AED’000

At 31 December 2020     

Non-derivative financial liabilities

Bank financing 1,842,622 (1,908,094) (1,097,659) (303,097) (507,338)

Trade and other payables 579,882 (579,882) (579,882) - -

Due to related parties 35,836 (35,836) (35,836) - -

 2,458,340 (2,523,812) (1,713,377) (303,097) (507,338)

 

Derivative financial liabilities   

Commodity derivative used for hedging 1,391 (1,391) (1,391) - -

Forward exchange contracts 5,024 (5,024) (5,024) - -

Interest rate swaps used for hedging 32,423 (33,697) (16,305) (9,942) (7,450)

 38,838 (40,112) (22,720) (9,942) (7,450)
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Equity risk

The Group is not significantly exposed to equity price risk.

Capital management

The Group’s policy is to maintain a strong capital base to sustain future development of the business and maintain 
investor and creditor confidence. A balance between the higher returns and the advantages and security offered by a 
sound capital position, is maintained.

The Group manages its capital structure and adjusts it in light of changes in business conditions. Capital comprises 
share capital, reserves, retained earnings and non-controlling interests and amounts to AED 2,458 million as at 31 
December 2021 (2020: AED 2,350 million). Debt comprises Islamic and interest bearing loans and equity includes all 
capital and reserves of the Group that are managed as capital.

The debt equity ratio at the reporting date was as follows:

    2021 2020 
    AED’000 AED’000

Equity    2,458,094 2,349,899

Debt    1,536,500 1,842,622

Debt equity ratio    0.63 0.78

   

There was no change in the Group’s approach to capital management during the current year. The Group is not 
subject to externally imposed capital requirements.

33. FINANCIAL INSTRUMENTS (CONTD.)



FINANCIAL  

RE VIEW 1 31

Notes to the consolidated financial 
statements (contd.)

The Group has a subsidiary in the Islamic Republic of Iran which was designated as hyper-inflationary economy during 
the current year, having previously ceased to be so in 2015. The subsidiary did not have material operations during the 
years ended 31 December 2020 or 31 December 2021 and the total assets of the Iranian subsidiary are approximately 
0.61 % of the Group’s consolidated total assets as at 31 December 2021.

The hyperinflation impact has been calculated by means of conversion factors derived from the Consumer Price Index 
(CPI). The conversion factors used to restate the financial statements of the subsidiary are as follows:

    Index Conversion factor

31 December 2021    379.20 1.3514

31 December 2020    280.60 1.4479

31 December 2019    193.80 1.2775

31 December 2018    151.70 1.3558

31 December 2017    111.90 

 

The above mentioned restatement is affected as follows:

• Hyperinflation accounting was applied as of 1 January 2020;

• The statement of profit or loss is adjusted at the end of each reporting period using the change in the general price 
index and is converted at the closing exchange rate of each period (rather than the year to date average rate for non-
hyperinflationary economies), thereby restating the year to date consolidated statement of profit or loss for both the 
inflation index and currency conversion;

• Monetary assets and liabilities are not restated because they are already expressed in terms of the monetary unit 
current at the date of the consolidated statement of financial position. Monetary items are money held and items to 
be recovered or paid in money;

• Non-monetary assets and liabilities are initially recorded at historical cost (e.g. property plant and equipment, 
investment properties etc.) and restated using an inflation index. The hyperinflation impact resulting from changes 
in the general purchasing power until 31 December 2020 has been reported in Hyperinflation reserve directly as a 
component of equity and the impact of changes in the general purchasing power from 1 January 2021 is reported 
through the consolidated statement of profit or loss as loss on net monetary position. In addition, depreciation is 
calculated and charged based on the inflation adjusted values of property, plant and equipment and investment 
properties. 

• All items in the consolidated statement of profit or loss are restated by applying the relevant quarterly average or 
year-end conversion factors.

The impact of hyperinflationary accounting on the consolidated financial statements due to the subsidiary in the 
Republic of Iran is as follows:
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     1 Jan 2021 1 Jan 2020 
    AED’000 AED’000

Impact on consolidated statement of financial position  

Increase in property, plant and equipment - net    2,573 17,637

Increase in investment properties - net    3,106 13,219

Increase in other assets    3,129 7,295

Increase in equity    8,808 38,151

Allocated to: Increase in opening equity due to cumulative hyperinflation  8,808 38,151

     1 Jan 2021 1 Jan 2020 
    AED’000 AED’000

Impact on consolidated statement of profit or loss 

Increase in depreciation charge for the year    1,604 5,835

Loss on net monetary position    2,708 3,215

    4,312 9,050

35. SEGMENT REPORTING

Basis for segmentation

The Group has made some minor classification changes to its segment reporting during the year to better reflect 
operational results and the comparatives have been reclassified accordingly. 

The Group has broadly three reportable segments as discussed below, which are the Group’s strategic business units. 
The strategic business units operate in different sectors and are managed separately because they require different 
strategies. The following summary describes the operation in each of the Group’s reportable segments:

Ceramics products includes manufacture and sale of ceramic wall and floor tiles, gres porcellanato, bath-ware and 
table ware products.

Other industrial includes manufacturing and distribution of power, paints, plastics, mines, chemicals, and faucets.

Others includes security services, material movement, real estate, construction projects and civil works.  
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Information about the reportable segments

Information regarding each reportable segment is set out below. Segment profit (loss) before tax is used to measure 
performance because management believes that this information is the most relevant in evaluating the results of 
respective segments relative to other entities that operate in the same industries

 Ceramic Other     
 products industrial Others Elimination Total 
 AED’000  AED’000  AED’000  AED’000  AED’000

At 31 December 2021     

External revenue 2,749,645 100,962 10,133 - 2,860,740

Intersegment revenue 706,081 112,599 1,653 (820,333) -

Segment revenue 3,455,726 213,561 11,786 (820,333) 2,860,740

Segment profit/(loss) 315,103 23,377 (22,071) (32,492) 283,917

Segment EBITDA 500,381 26,385 10,674 (36,146) 501,294

Interest/profit income 6,169 31 837 (853) 6,184

Interest/profit expense 62,482 689 101 (1,278) 61,994

Depreciation and amortization 159,670 3,938 6,273 (2,804) 167,077

Share of profit in equity accounted investees 943 15,649 - - 16,592

Segment assets 6,341,163 192,576 284,241 (1,721,264) 5,096,716

Segment liabilities 3,366,230 73,754 105,224 (906,586) 2,638,622

 Ceramic Other     
 products industrial Others Elimination Total 
 AED’000  AED’000  AED’000  AED’000  AED’000

At 31 December 2020     

External revenue 2,218,851 115,616 15,022 - 2,349,489

Intersegment revenue 556,330 81,977 2,365 (640,672) -

Segment revenue 2,775,181 197,593 17,387 (640,672) 2,349,489

Segment profit/(loss) 178,712 22,233 (228,025) (99,074) (126,154)

Segment EBITDA 441,861 27,122 (11,049) (103,135) 354,799

Interest/profit income 7,910 240 2,425 (3,219) 7,356

Interest/profit expense 80,932 826 20 (3,732) 78,046

Depreciation and amortization 174,090 3,889 6,238 (3,035) 181,182

Share of profit in equity accounted investees 2,877 13,864 - - 16,741

Segment assets 6,991,837 182,139 311,576 (2,238,064) 5,247,488

Segment liabilities 3,704,481 73,633 110,363 (990,888) 2,897,589

EBITDA is earnings for the period before net interest expense, net profit expense on Islamic financing, income tax 
expense, depreciation, amortization, gain or loss on sale of assets and impairment loss on investment properties.
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Geographic information

The ceramic products, contracting and other industrial segments are managed on a worldwide basis, but 
manufacturing facilities are located in the UAE, India, Iran and Bangladesh.

In presenting information on the basis of geography, segment revenue is based on the geographical location of 
customers and segment assets are based on the geographical location of the assets. Investment in equity accounted 
investees is presented based on the geographical location of the entity holding the investment.

    2021 2020 
    AED’000 AED’000

Revenue  

Middle East (ME)    1,405,857 1,250,163

Europe    478,484 387,360

Asian countries    842,987 590,775

Other    133,412 121,191

    2,860,740 2,349,489

 

Non-currents assets  

Middle East (ME)    1,865,301 1,902,954

Asian countries    298,722 353,502

Other    117,993 137,875

    2,282,016 2,394,331

35. SEGMENT REPORTING (CONTD.)



FINANCIAL  

RE VIEW 1 35

Notes to the consolidated financial 
statements (contd.)

Reconciliation of reportable segment  

    2021 2020 
    AED’000 AED’000

Revenues  

Total revenue for reportable segments    3,681,073 2,990,161

Elimination of intersegment revenue    (820,333) (640,672)

Consolidated revenue    2,860,740 2,349,489

 

Profit/(loss)  

Total profit or loss for reportable segments    316,409 (27,080)

Elimination of inter-segment profits    (32,492) (99,074)

Consolidated profit/(loss)    283,917 (126,154)

 

Assets  

Total assets for reportable segment    5,041,710 5,196,892

Equity accounted investees    55,006 50,596

Consolidated total assets    5,096,716 5,247,488

 

Other material items  

Interest/profit income    6,184 7,356

Interest/profit expense    61,994 78,046

Depreciation and amortization    167,077 181,182
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  Ownership % 

Name of the entity Country 2021 2020 Principal activities

A Subsidiaries of RAK Ceramics P.J.S.C 

RAK Ceramics (Bangladesh) PLC Bangladesh 68.13% 68.13% Manufactures of ceramic tiles and sanitary ware

RAK (Gao Yao) Ceramics Co. Limited China - 100% Manufactures of ceramic tiles

RAK Ceramics PJSC Limited Iran 100% 100% Manufactures of ceramic tiles

RAK Ceramics India Private Limited India 100% 100% Manufactures of ceramic tiles and sanitary ware

Elegance Ceramics LLC UAE 100% 100% Manufactures of ceramic tiles

RAK Ceramics Australia PTY Limited Australia 100% 100% Trading in ceramic tiles

RAK Bathware PTY Limited Australia 100% 100% Trading in sanitary ware

Acacia Hotels LLC UAE 100% 100% Lease of investment property

RAK Ceramics Holding LLC UAE 100% 100% Investment company

Al Jazeerah Utility Services LLC UAE 100% 100% Provision of utility services

Ceramin FZ LLC UAE 100% 100% Manufacturing, processing import & export of   
    industrial minerals

Al Hamra Construction Company LLC UAE 100% 100% Construction company

RAK Porcelain LLC (refer Note (iii) below) UAE 50% 50% Manufacturing of porcelain tableware

RAK Ceramics Company LLC Saudi Arabia 100% 100% Trading in ceramic tiles and sanitary ware

RAK Ceramics UK Limited UK 100% 100% Trading in ceramic tiles and sanitary ware

RAK Ceramics GmbH Germany 100% 100% Trading in ceramic tiles and sanitary ware

ARK International Trading Company Ltd. Saudi Arabia 100% 100% Trading in ceramic tiles and sanitary ware

B Subsidiaries of RAK Ceramics (Bangladesh) PLC  

RAK Power Private Limited Bangladesh 100% 100% Power generation for captive consumption

RAK Securities and Services Private Ltd Bangladesh 100% 100% Providing security services

C Subsidiaries of RAK Ceramics Holding LLC  

RAK Paints LLC UAE 51% 51% Manufacturers of paints and allied products

RAK Universal Plastics Industries LLC UAE 87.6% 87.6% Manufactures of pipes

D Subsidiaries of RAK Ceramics UK Limited  

RAK Distribution Europe SARL Italy 100% 100% Trading in ceramic tiles and sanitary ware 

E Subsidiary of RAK Distribution Europe SARL  

RAK Ceramics CE GmbH Germany 100% 100% Trading in ceramic tiles and sanitary ware

F Subsidiary of RAK Paints LLC  

Altek Emirates LLC (refer note (i) below) UAE 99% 99% Manufacturers of paints and adhesive products 
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36. SUBSIDIARIES AND EQUITY ACCOUNTED INVESTEES (CONTD.)

  Ownership % 

Name of the entity Country 2021 2020 Principal activities

G Subsidiaries of Ceramin FZ LLC  

Ceramin India Private Limited India 100% 100% Extraction, distribution & export of clay and  minerals

Ceramin SDN BHD Malaysia 100% 100% Extraction, distribution & export of clay and  minerals

Feldspar Mineral Company Limited Thailand 40% 40% Extraction, distribution & export of clay and  minerals 
(refer note (ii) below)

H Subsidiary of Elegance Ceramics LLC   

Venezia Ceramics  UAE 100% 100% General trading

I Subsidiaries of RAK Porcelain LLC   

RAK Porcelain Europe S.A. Luxemburg 91% 91% Import and export of porcelain tableware

Restofair RAK LLC UAE 47% 47% Contracting of furnishing the public firms

J Subsidiary of RAK Porcelain Europe S.A.  

RAK Porcelain USA Inc. USA 100% 100% Trading of tableware

K Subsidiaries of RAK Ceramics India Private Limited  

Gris Ceramics Limited Liability Partnership India 51% 51% Manufacturers of ceramic tiles

Gryphon Ceramics Private Limited India 51% 51% Manufacturers of ceramic tiles

Totus Ceramics India Private Limited India 100% 100% Trading of ceramic tiles and sanitary ware 

L Joint Ventures of R.A.K. Ceramics P.J.S.C.  

RAK Chimica LLC (refer note 11(i)) UAE 55.55% 55.55% Manufacturing of chemicals used in ceramic industries

Kludi RAK LLC (refer note 11(i)) UAE 51% 51% Manufacturing of water tap faucets etc.

M Associate of Ceramin FZ LLC  

Palang Suriya Company Limited Thailand 40% 40% Extraction, distribution and export of clay and other minerals 

N Joint Venture of RAK Ceramics Australia PTY LTD  

Massa Imports PTY Limited Australia 50% 50% Trading in ceramic tiles

O Joint Venture of RAK Ceramics Holding LLC  

RAK Watertech LLC (refer note 11(i)) UAE 51% 51% Waste-water treatment works

P Subsidiary of Palang Suriya Company Limited  

Feldspar Minerals Co. Limited Thailand 60% 60% Extraction, distribution & export of clay and  minerals

Q Associate of Resofair RAK LLC 

Naranjee Hirjee Hotel Supplies LLC Oman 25% 25% Hotel supplies
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i. In addition to 99% equity interest in Altek Emirates LLC held by RAK Paints LLC, the remaining 1% equity interest is held 
by RAK Ceramics Holding LLC, a fully owned subsidiary of the Group. Accordingly, the entity has been treated as a fully 
owned subsidiary of the Group.

ii. Ceramin FZ LLC holds a 40% equity interest in Feldspar Minerals Company Limited. In addition to this, Palang Suriya 
Company Limited in which Ceramin FZC holds a 40% equity interest, also has 60% equity interest in this entity. 
Accordingly, the Group effectively holds a 64% equity interest in Feldspar Minerals Company Limited.

iii. RAK Porcelain has been considered as a subsidiary since the Group has the ability to use its power to affect its returns. 

37. SIGNIFICANT ACCOUNTING ESTIMATES AND CRITICAL ACCOUNTING JUDGEMENTS

The Group makes estimates and assumptions which affect the reported amounts of assets and liabilities within the 
next financial year. Estimates and critical accounting judgements are continually evaluated and are based on historical 
experience and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. Significant areas of estimation uncertainty and critical judgements in applying accounting policies that 
have the most significant effect on amounts recognized in the consolidated financial statements are as follows.

COVID-19 impact 

The existence of novel coronavirus (Covid-19) was confirmed in early 2020 and it spread across the globe causing 
disruption to businesses and economic activity. Many countries adopted extraordinary containment measures with 
complete or partial lock-down including restrictions on the day-to-day activities of citizens except those deemed to be in 
essential roles. The Group was proactive in implementing a raft of measures designed to mitigate the impact of Covid-19, 
to fully implement governmental regulations and recommendations to ensure the safety and security of staff and provide, 
to the extent possible, uninterrupted service to its customers. The Group established and continues to maintain a COVID 
19 Command Center to closely monitor the evolution of the pandemic, to evaluate the potential impacts thereof on the 
Group’s customers, employees and business and to take timely decisions as part of its crisis management procedures.

From the onset, management has considered the unique circumstances of the global pandemic that might have a 
material impact on the business operations, assets and liabilities of the Group and have concluded that the main impact 
on the Group’s operating profitability and liquidity position could arise from the following possible risks:

• interruption of production,

• supply chain disruptions,

• unavailability of personnel,

• reduction in sales due to closure of projects sites,

• increase in expected credit losses from trade receivables, and

• impairment of non-financial assets (including goodwill).

During the previous year as well as the current year, the construction industry in the UAE continued to operate and 
the Group’s production lines in the UAE were running throughout the year as they were not subject to many of the 
restrictions. Similarly, supplies in the Kingdom of Saudi Arabia, Europe, United Kingdom and Australia continued 
throughout the year amid certain intermittent supply chain issues. The operations in India and Bangladesh had to be shut 
down in the last week of March 2020 following government regulations. They resumed by the first week of June 2020 
and were running seamlessly during the third and fourth quarters of 2020.

Throughout 2021 plants in the UAE were running seamlessly. Due to regional lock-downs, the plants in India and 
Bangladesh were occasionally shut-down but were fully restarted as restrictions were eased.

Management is satisfied that the Group has sufficient resources to continue in operation for the foreseeable future, a 
period of not less than 12 months from the date of the approval of these consolidated financial statements. Accordingly, 
the Group continues to adopt the going concern basis in preparing the consolidated financial statements.
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37. SIGNIFICANT ACCOUNTING ESTIMATES AND CRITICAL ACCOUNTING JUDGEMENTS (CONTD.)

Critical accounting judgements

Classification of properties  

As disclosed in Note 14(iv), during the previous year, the Group had started to use a building which earlier was classified as 
investment property, and accordingly, this building with carrying amount of AED 30.12 million has been transferred from 
investment property, to property, plant and equipment due to change of its use.

Key sources of estimation uncertainty 

The key assumptions concerning the future, and other key sources of estimation uncertainty at the reporting period that 
may 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.

Estimated useful life and residual value of property, plant and equipment and investment properties

The Group estimates the useful lives of property, plant and equipment and investment properties based on the period over 
which the assets are expected to be available for use. The estimated useful lives are reviewed periodically and are updated if 
expectations differ from previous estimates due to physical wear and tear, technical or commercial obsolescence and legal 
or other limits on the use of the assets. In addition, estimation of the useful lives of property and equipment is based on 
collective assessment of industry practice, internal technical evaluation and on historical experience with similar assets.  It 
is possible, however, that future results of operations could be materially affected by changes in estimates brought about by 
changes in the factors mentioned above. The amounts and timing of recorded expenses for any period would be affected by 
changes in these factors and circumstances.

Fair valuation of investment properties

The Group follows the Cost Model per IAS 40 whereby investment properties are stated at cost less accumulated 
depreciation and impairment losses, if any. Fair values of investment properties are disclosed in Note 18. The fair values for 
buildings have been determined by taking into consideration both income/profits and comparable sales approach having 
regard to market rental and transactional evidence. Fair values for land have been determined either having regard to recent 
market transactions in the vicinity or by using the residual method.

Allowance for slow moving inventories and net realizable value write down on inventories

The Group reviews its inventory for any write down to net realizable value on a regular basis. In determining whether a 
provision for slow moving inventory should be recorded in profit and loss, the Group makes judgments as to whether there 
is any observable data indicating that there is any future salability of the product and the net realizable value for the product. 
Provision is made where the net realizable value is less than cost based on best estimates by management. The provision for 
slow moving inventory is based on its ageing and the past trend of consumption.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the value-
in-use of the cash generating units to which goodwill is allocated. Estimating the value-in-use requires the Group to make 
an estimate of the expected future cash flows from each cash generating unit and also to choose a suitable discount rate in 
order to calculate the present value of those cash flows.

Management has carried out an impairment test for goodwill at the year end and has concluded that no impairment has taken 
place. For this purpose, the recoverable amount of each cash generating unit has been determined based on a value-in-use 
calculation using cash flow projections, using financial budgets approved by senior management, covering a five-year period. 
Cash flows beyond the five-year period are extrapolated using a growth rate which management believes approximates the 
long-term growth rate for the industry in which the cash generating unit operates. 
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Key assumptions used for the calculation of value-in-use

The calculation of value-in-use is sensitive to the following assumptions:

Growth rate

Growth rates are based on management’s assessment of the market share having regard to the forecast   growth and 
demand for the products offered. Growth rates of 3% per annum have been applied in the calculation.

Profit margins

Profit margins are based on management’s assessment of achieving a stable level of performance based on the approved 
business plan of the cash generating unit for the next five years.

Discount rates 

Management has used a discount rate of 11% - 12% per annum throughout the assessment period, reflecting the 
estimated weighted average cost of capital of the Group and specific market risk profile.

Calculation of loss allowance

When measuring expected credit losses, the Group uses reasonable and supportable forward-looking information, which 
is based on assumptions for the future movement of different economic drivers and how these drivers will affect each 
other. 

Loss given default is an estimate of the loss arising on default. It is based on the difference between the contractual cash 
flows due and those that the lender would expect to receive, taking into account cash flows from collateral and integral 
credit enhancements. 

Probability of default constitutes a key input in measuring ECL. Probability of default is an estimate of the likelihood of 
default over a given time horizon, the calculation of which includes historical data, assumptions and expectations of 
future conditions. 

If the ECL rates on trade receivables between 91 and 180 days past due had been 5 per cent higher (lower) as of 31 
December 2021, the loss allowance on trade receivables would have been AED 0.22 million (2020: AED 0.21 million) 
higher (lower). 

If the ECL rates on trade receivables between 181 and 360 days past due had been 5 per cent higher (lower) as of 31 
December 2021, the loss allowance on trade receivables would have been AED 0.76 million (2020: AED 0.74 million) 
higher (lower).

38.  APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved by the Board of Directors and authorized for issue on 06 February 
2022.

37. SIGNIFICANT ACCOUNTING ESTIMATES AND CRITICAL ACCOUNTING JUDGEMENTS (CONTD.)
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