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Fujairah Building Industr ies Company  4 
(Public Shareholding Company)  
Fujairah - United Arab Emirates 
 
Consolidated Statement of Income  
For the year ended December 31, 2009 
(In Arab Emirates Dirhams) 
 

 Year ended December 31,  
 Note         2009             2008  
 
Sales 16 250,697,867 286,196,869 
 
Cost of sales   (159,176,196) (202,302,104) 
 
Gross profit   91,521,671 83,894,765 
 
Selling and distribution expenses  17 (  28,175,016) (  31,025,554) 
 
General and administrative expenses  18 (  18,007,368) (  14,757,350) 
 
Other income and charges   19 3,472,437 1,996,265 
 
Finance charges   (    4,465,488) (       731,193) 
 
Profit for  the year   44,346,236 39,376,933 
  ========= ========= 
Basic earnings per share (U.A.E. fils)  20 35 31 
  ========= ========= 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form part of these consolidated financial statements. 



Fujairah Building Industr ies Company  5 
(Public Shareholding Company)  
Fujairah - United Arab Emirates 
 
Consolidated Statement of Comprehensive Income  
For the year ended December 31, 2009 
(In Arab Emirates Dirhams) 
 

 Year ended December 31,  
        2009             2008  
 
Profit for  the year   44,346,236 39,376,933 

Other comprehensive income: 

Gain/ (loss) on revaluation of investments available 

   for sale recognised directly in equity  596,523 (    6,643,443) 

Reclassification adjustment for loss on available  

   for sale investments included in profit and loss  766,630 1,050,000 

Board of Directors remuneration  (    1,080,000) (    1,080,000) 

Total comprehensive income for the year  44,629,389 32,703,490 
  ========= ========= 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form part of these consolidated financial statements. 
 



Fujairah Building Industr ies Company  6 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 

Consolidated Statement of Changes in Shareholders’  Equity 
For the year ended December 31, 2009 
(In Arab Emirates Dirhams) 
 

 

Share capital 
Statutory 
reserve 

Investments 
revaluation 

reserve 
Retained 
earnings Total 

      

Balance as of December 31, 2007 100,000,000 16,735,981 33,531,279 32,085,967 182,353,227 

Profit for the year 2008 - - - 39,376,933 39,376,933 

Loss on revaluation of investments available for sale recognised directly 
in equity - - (   6,643,443) - (   6,643,443) 

Reclassification adjustment for loss on available for sale investments 
included in profit and loss - - 1,050,000 - 1,050,000 

Board of directors remuneration - - - (       1,080,000) (   1,080,000) 

Total comprehensive income for the year 2008 - - (   5,593,443) 38,296,933 32,703,490 

Capital increase through issuance of bonus shares   15,000,000 - - (     15,000,000) - 

Transfer to statutory reserve - 3,937,693 - (       3,937,693) - 

Approved cash dividends for 2007  - - - (     10,000,000) ( 10,000,000) 

 15,000,000 3,937,693 - (     28,937,693) ( 10,000,000) 

Balance as of December 31, 2008 115,000,000 20,673,674 27,937,836 41,445,207 205,056,717 

Profit for the year 2009 - - -     44,346,236 44,346,236 

Gain on revaluation of investments available for sale recognised directly 
in equity - - 596,523 - 596,523 

Reclassification adjustment for loss on available for sale investments 
included in profit and loss - - 766,630 - 766,630 

Board of directors remuneration  - - (       1,080,000) (   1,080,000) 

Total comprehensive income for the year 2009 - - 1,363,153 43,266,236 44,629,389 

Capital increase through issuance of bonus shares (Note 15) 11,500,000 - - (    11,500,000) - 

Transfer to statutory reserve - 4,434,624 - (       4,434,624) - 

Approved cash dividends for 2008 (Note 22) - - - (     11,500,000) (  11,500,000) 

 11,500,000 4,434,624 - (     27,434,624) (  11,500,000) 

Balance as of December  31, 2009 126,500,000 25,108,298 29,300,989 57,276,819 238,186,106 
 

The accompanying notes form part of these consolidated financial statements. 



Fujairah Building Industr ies Company  7 
(Public Shareholding Company)  
Fujairah - United Arab Emirates 
 
Consolidated Cash Flow Sttement  
For the year ended December 31, 2009 
(In Arab Emirates Dirhams) 

  
 Year ended December 31,  

                                                 2009              2008      
 

Cash flows from operating activities 
Profit for the year 44,346,236 39,376,933 
 

Adjustments for: 
Depreciation of property, plant and equipment 21,896,474 17,548,598 
Reclassification adjustment for loss on available for sale  
  investments  766,630 1,050,000 
Allowance for doubtful debts 721,598 548,541 
Recovery of doubtful debts (        166,000) (         85,366) 
Allowance for slow-moving inventories 968,127 459,664 
Allowance for slow-moving inventories no longer required (        733,968) (         28,673) 
Gain on sale of property, plant and equipment (        245,943) (       539,615) 
Provision for employees’  end of service indemnity      1,143,637     2,090,613 

 

  68,696,791 60,420,695 
Movements in working capital: 
 

Decrease/ (increase) in trade and other receivables  10,909,480 (    9,379,639) 
Increase in inventories (   11,948,855) (    9,695,186) 
(Decrease)/increase in accounts payable (     7,579,636) 6,161,532 
(Decrease)/increase in accruals and other liabilities  (     2,176,480)     4,392,441 
 

 Cash generated from operations 57,901,300 51,899,843 

 Employees’  end of service indemnity paid  (        580,931) (       816,568) 

Net cash generated from operating activities    57,320,369   51,083,275 
 

Cash flows from investing activities 
Purchase of property, plant and equipment-Net (   81,115,555) (  68,945,342) 
Proceeds on sale of property, plant and equipment 468,307 1,364,991 
Investment in securities available for sale - (    3,187,030) 
Investment in fixed deposits - 12,007 
Non- trade accounts payable repaid (  10,000,000)                    - 
 

Net cash used in investing activities (   90,647,248) (  70,755,374) 
 

Cash flows from financing activities 
Proceeds from bank borrowings  79,291,269 59,628,832 
Repayment of bank borrowings  (   25,797,345) (  13,066,124) 
Dividends paid (   11,500,000) (  10,000,000) 
Board of directors’  remuneration paid (     1,080,000) (    1,080,000) 

 

Cash generated from financing activities     40,913,924   35,482,708 
 

Net increase in cash and cash equivalents dur ing the year  7,587,045 15,810,609 
 

Cash and cash equivalents, at the beginning of the year    46,349,749   30,539,140 
 

Cash and cash equivalents, at the end of the year (Note 5) 53,936,794 46,349,749 
 ========= ========= 
 
 
The accompanying notes form part of these consolidated financial statements. 



Fujairah Building Industr ies Company  8 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2009 
 
1. Establishment and operations 

 
Fujairah Building Industries Company (Public Shareholding Company) “ the Company”  
was incorporated in the Emirate of Fujairah, United Arab Emirates by an Emiri decree 
issued by His Highness The Ruler of Fujairah to carry out the business of producing 
building materials.  
 
The Group comprises Fujairah Building Industries Company (Public Shareholding 
Company) and its subsidiaries, together referred to as “ the Group” (Note 3). 
 
The Group carries out its business through industrial licenses issued by different 
municipalities in the Emirate of Fujairah.  
 
The Group is engaged in the production of concrete blocks, interlocks and kerbstones in 
addition to quarry products, ceramic products, marble products, tiles products and 
rockwool products. 
 
The address of the Company’s registered corporate office is P.O. Box 383, Fujairah - 
United Arab Emirates. 

 
2. Adoption of new and revised International Financial Reporting Standards 

(IFRSs) 
 

2.1 Standards affecting presentation and disclosure 
 
The following new and revised Standards have been adopted in the current year in these 
consolidated financial statements and have affected the presentation and disclosures in 
these consolidated financial statements. Details of other Standards and Interpretations 
adopted but that have had no effect on these consolidated financial statements are set out 
in section 2.2. 
  

·  IAS 1 (as revised in 2007) 
Presentation of Financial 
Statements 

IAS 1 (2007) has introduced terminology changes 
(including revised titles for the financial statements) and 
changes in the format and content of the financial 
statements. 

·  Amendments to IFRS 7 
Financial Instruments: 
Disclosures, Improving 
disclosures about Financial 
Instruments  

The amendments to IFRS 7 expand the disclosures 
required in respect of fair value measurements and 
liquidity risk.  

 

 



Fujairah Building Industr ies Company 9 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 

 
 

2. Adoption of new and revised International Financial Reporting Standards 
(IFRSs) (continued) 
 

2.2  Standards and Interpretations adopted with no effect on the financial 
statements 

The following new and revised Standards and Interpretations have also been adopted in 
these consolidated financial statements. Their adoption has not had any significant 
impact on the amounts reported in these consolidated financial statements but may affect 
the accounting for future transactions or arrangements. 
 

·  Amendments to IFRS 2 Share-
Based Payment - Vesting 
Conditions and Cancellations  

The amendments clarify the definition of vesting 
conditions for the purposes of IFRS 2, introduce 
the concept of “non-vesting”  conditions, and 
clarify the accounting treatment for cancellations. 

·  IFRS 8 Operating Segments IFRS 8 is a disclosure Standard that requires re-
designation of the Group reportable segments 
based on the segments used by the Chief 
Operating Decision Maker to allocate resources 
and assess performance. 

·  IAS 23 (as revised in 2007) 
Borrowing Costs  

The principal change to the Standard was to 
eliminate the option to expense all borrowing 
costs when incurred.  

·  Amendments to IAS 32 
Financial Instruments: 
Presentation and IAS 1 
Presentation of Financial 
Statements – Puttable Financial 
Instruments and Obligations 
Arising on Liquidation 

The revisions to IAS 32 amend the criteria for 
debt/equity classification by permitting certain 
puttable financial instruments and instruments 
(or components of instruments) that impose on 
an entity an obligation to deliver to another party 
a pro-rata share of the net assets of the entity 
only on liquidation, to be classified as equity, 
subject to specified criteria being met.  

·  IFRIC 13 Customer Loyalty 
Programmes 

The Interpretation provides guidance on how 
entities should account for customer loyalty 
programmes by allocating revenue on sale to 
possible future award attached to the sale. 

·  IFRIC 15 Agreement for the 
construction of Real Estate 

The Interpretation addresses how entities should 
determine whether an agreement for the 
construction of real estate is within the scope of 
IAS 11 Construction Contracts or IAS 18 
Revenue and when revenue from the construction 
of real estate should be recognised. 



Fujairah Building Industr ies Company 10 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 

 
 

2. Adoption of new and revised International Financial Reporting Standards 
(IFRSs) (continued) 
 
2.2  Standards and Interpretations adopted with no effect on the financial 

statements (continued) 

 
·  IFRIC 16 Hedges of a Net 

Investment in a Foreign 
Operation  

The Interpretation provides guidance on the 
detailed requirements for net investment hedging 
for certain hedge accounting designations.  

·  Improvements to IFRSs (2008) Amendments to IFRS 5, IAS 1, IAS 16, IAS 19, 
IAS 20, IAS 23, IAS 27, IAS 28, IAS 29, IAS 
31, IAS 36, IAS 38, IAS 39, IAS 40 and IAS 41 
resulting from May and October 2008 Annual 
Improvements to IFRSs effective for annual 
periods beginning on or after January 1, 2009. 

 
2.3  Standards and Interpretations in issue not yet effective and not ear ly adopted 

At the date of authorisation of these consolidated financial statements, the following new 
and revised Standards and Interpretations were in issue but not effective and not early 
adopted: 
 
New Standards and amendments to Standards: 
 Effective for annual 

periods beginning on 
or after 

 

·  IFRS 1 (revised) First Time Adoption of IFRS and IAS 27 
(revised) Consolidated and Separate Financial Statements 
– Amendment relating to Cost of an Investment in a 
Subsidiary, Jointly Controlled Entity or Associate 

 

July 1, 2009 

·  IFRS 1 (revised) First Time Adoption of IFRS – 
Amendment on additional exemptions for First-time 
Adopters 

January 1, 2010 

·  IFRS 2 (revised) Share-Based Payment – Amendment 
relating to Group cash-settled Share-based payments 

January 1, 2010 

·  IFRS 3 (revised) Business Combinations – Comprehensive 
revision on applying the acquisition method and 
consequential amendments to IAS 27 (revised) 
Consolidated and Separate Financial Statements, IAS 28 
(revised) Investments in Associates and IAS 31 (revised) 
Interests in Joint Ventures 

July 1, 2009 

 



Fujairah Building Industr ies Company 11 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
2. Adoption of new and revised International Financial Reporting Standards 

(IFRSs) (continued) 
 
2.3  Standards and Interpretations in issue not yet effective and not ear ly 

adopted (continued) 

New Standards and amendments to Standards: (continued) 
 

 Effective for annual 
periods beginning on 

or after 
 
·  IFRS 9 Financial Instruments: Classification and 

Measurement (intended as complete replacement for IAS 
39 and IFRS 7) 

 
January 1, 2013 
 

·  IAS 24 Related Party Disclosures – Amendment on 
disclosure requirements for entities that are controlled, 
jointly controlled or significantly influenced by a 
government 

January 1, 2011 

·  IAS 32 (revised) Financial Instruments: Presentation – 
Amendments relating to classification of Rights Issue 

February 1, 2010 

·  IAS 39 (revised) Financial Instruments: Recognition and 
Measurement – Amendments relating to Eligible Hedged 
Items (such as hedging Inflation risk and Hedging with 
options) 

July 1, 2009 

·  Improvements to IFRSs (2009): 
Amendments to IFRS 2, IFRS 5, IFRS 8, IAS 1, IAS 7, IAS 
17, IAS 18, IAS 36, IAS 38 and IAS 39 resulting from April 
2009 Annual Improvements to IFRSs. 

Majority effective for 
annual periods 
beginning on or after 
January 1, 2010 

 
New Interpretations and amendments to Interpretations: 
  

·  IFRIC 17: Distributions of Non-cash Assets to Owners July 1, 2009 

·  IFRIC 18: Transfers of Assets from Customers  July 1, 2009 
 

·  IFRIC 19: Extinguishing Financial Liabilities with Equity 
Instruments 

 

July 1, 2010 

·  Amendment to IFRIC 14: IAS 19: The limit on a defined 
Benefit Asset, Minimum Funding Requirement and their 
interaction 

 
January 1, 2011 

 



Fujairah Building Industr ies Company 12 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
2. Adoption of new and revised International Financial Reporting Standards 

(IFRSs) (continued) 
 
2.3  Standards and Interpretations in issue not yet effective and not ear ly 

adopted (continued) 

New Interpretations and amendments to Interpretations: (continued) 
 

·  Amendment to IFRIC 9 (revised): Reassessment of Embedded 
Derivatives relating to assessment of embedded derivatives in 
case of reclassification of a financial asset out of the ‘FVTPL’  
category 

 

 

July 1, 2009 

·  Amendment to IFRIC 16: Hedges of a Net Investment in a 
Foreign Operation 

 

July 1, 2009 

 
The management anticipates that all of the above Standards and Interpretations will be 
adopted in the Group’s consolidated financial statements for the period commencing 
January 1, 2010 or as and when it is applicable. Management has not yet had an 
opportunity to consider the potential impact of the adoption of these amendments and 
revised standards. 

 
3. Significant accounting policies 
 

Statement of compliance 
 
The consolidated financial statements have been prepared in accordance with the 
International Financial Reporting Standards (IFRS). 
 
Basis of consolidation  
 
The consolidated financial statements comprise the financial statements of the Company 
and its subsidiaries. The financial statements of the subsidiaries are consolidated from the 
acquisition date, which is the date the Company gains control over its subsidiaries, and 
lasts until the Company loses that control. Control usually occurs when the Company has 
the power to govern the financial and operating policies of the subsidiaries for the 
purpose of benefiting from their activities. 
 
Where necessary, the financial statements of the consolidated subsidiaries are adjusted to 
comply with the accounting policies adopted by the Company. 
 
All transactions and balances between the Company and its subsidiaries, including 
income and expenses were eliminated. 



Fujairah Building Industr ies Company  13 
(Public Shareholding Company)  
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
3. Significant accounting policies (continued) 

 
Basis of consolidation (continued) 
 
Details of Fujairah Building Industries (Public Shareholding Company) subsidiaries as of 
December 31, 2009 were as follows: 

 
Place of Percentage 

incorporation         of   Acquisition 
Name of subsidiary  and operation    ownership         date       Pr incipal activity 
 
Fujairah National     Quarry 
  Quarries     Fujairah - UAE 100%      1978  products      
 
Fujairah Concrete     Blocks, 

   Products Fujairah - UAE 100%      1978 and interlocks 
 
Emirates Ceramic  
  Factory     Fujairah - UAE 100% June 1, 2006 Ceramic products 
 
Fujairah Rockwool     Rockwool 
  Factory   Fujairah - UAE 100% June 1, 2006 products 
     
Fujairah Marble and        January 1,  Marble and 
  Tiles Factory Fujairah – UAE 100%      2007 tiles products 
 
Basis of preparation 
 
The consolidated financial statements have been prepared on the historical cost basis, 
except for the revaluation of financial instruments. The principal accounting policies 
adopted are set out below. 
 
Revenue recognition 
 
Sale of goods 
 
Sales are measured at the fair value of the consideration received or receivable against 
these sales. Sales are reduced for estimated customer returns, rebates and other similar 
allowances. 
 



Fujairah Building Industr ies Company  14 
(Public Shareholding Company)  
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
3. Significant accounting policies (continued) 

 
Revenue recognition (continued) 
 
Sale of goods (continued) 
 
Sale of goods are recognised when all the following conditions are satisfied: 
 
·  The Group has transferred to the buyer the significant risks and rewards of 

ownership of the goods; 

·  The Group retains neither continuing managerial involvement to the degree 
usually associated with ownership nor effective control over the goods sold; 

·  The amount of revenue can be measured reliably; 

·  It is probable that the economic benefits associated with the transaction will flow 
to the Group; and 

·  The costs incurred or to be incurred in respect of the transaction can be measured 
reliably. 

 
Interest revenue 
 
Interest revenue on fixed deposits with banks is accrued on a time basis, by reference to 
the principal outstanding and interest rates negotiated with banks. 
 
 
Foreign currencies 
 
The consolidated financial statements are presented in the currency of the primary 
economic environment in which the Company operates (its functional currency). For the 
purpose of the consolidated financial statements, the consolidated results and 
consolidated financial position of the Group are expressed in Arab Emirates Dirhams 
(“AED”), which is the functional currency of the Group and the presentation currency for 
the consolidated financial statements. 
 
In preparing the consolidated financial statements, transactions in currencies other than 
the functional currency (foreign currencies) are recorded at the rates of exchange 
prevailing at the dates of the transactions. At each reporting date, monetary items 
denominated in foreign currencies are retranslated at the rates prevailing at the reporting 
date. Non-monetary items carried at fair value that are denominated in foreign currencies 
are retranslated 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. 



Fujairah Building Industr ies Company  15 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
3. Significant accounting policies (continued) 

 
Foreign currencies (continued) 
 
Exchange differences are recognised as profit or loss in the consolidated statement of 
income in the year in which they arise except for: 
 
�  Exchange differences which relate to assets under construction for future productive 

use, which are included in the cost of those assets where they are regarded as an 
adjustment to interest costs on foreign currency borrowings; 

�  Exchange differences on transactions entered into in order to hedge certain foreign 
currency risks; and 

�  Exchange differences on monetary items receivable from or payable to a foreign 
operation for which settlement is neither planned nor likely to occur, which form part 
of the net investment in a foreign operation, and which are recognised in the foreign 
currency translation reserve and recognised as profit or loss on disposal of the net 
investment. 

 

Borrowing costs 
 
Borrowing costs directly attributable to the acquisition and construction of qualifying assets, 
which are assets that necessarily take a substantial period of time to get ready for their 
intended use, are added to the cost of those assets, until such time as the assets are 
substantially ready for their intended use.  
 
Where applicable, investment income earned on the temporary investment of specific 
borrowings pending their expenditure on qualifying assets is deducted from the borrowing 
costs eligible for capitalisation. 
 
All other borrowing costs are recognised in profit or loss in the year in which they are 
incurred. 
 
Provision for  employees’  end of service indemnity 
 
Provision for employees’  end of service indemnity is made in accordance with the UAE 
labour law, and is based on basic remuneration and cumulative years of service at the 
reporting date. 
 
Defined contr ibution plan 
 
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 contribute 5% of the “contribution calculation salary”  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 the consolidated 
statement of income. 
 



Fujairah Building Industr ies Company  16 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
3. Significant accounting policies (continued) 

 
Statutory reserve 
 
In accordance with United Arab Emirates federal commercial companies law No. 8 of 
1984, the Company has established a statutory reserve by appropriation of 10% of profit 
for each year. The Shareholders’  general assembly may stop appropriations to the 
statutory reserve once its balance reaches 50% of the share capital. 
 
This reserve is not available for distribution except in the circumstances stipulated by the 
law. 
 
Voluntary reserve 
 
The Company’s Article of Association states that voluntary reserve can be established 
upon a proposal from the Board of Directors and approval of the general assembly.  
 
Property, plant and equipment 
 
Capital work in progress is stated at cost, less any recognised impairment loss. 
Depreciation of these assets, on the same basis as other property assets, commences when 
the assets are ready for their intended use. 
 
Other property, plant and equipment items are carried at cost less accumulated 
depreciation and any identified impairment loss.  
 
Depreciation is charged so as to write off the cost of assets, other than capital work in 
progress, over their estimated useful lives, using the straight-line method. The estimated 
useful lives, residual values and depreciation method are reviewed at each year end, with 
the effect of any changes in estimate accounted for on a prospective basis. 
 
The gain or loss arising on the disposal or retirement of an item of property and 
equipment is determined as the difference between the sales proceeds and the carrying 
amount of the asset and is recognised as profit or loss in the consolidated statement of 
income. 
 
The Group as a lessee 
 
All of the Group’s lease contracts are of an operating lease nature and are accounted for 
as operating leases. Operating lease payments are recognised as an expense on a straight-
line basis over the lease term. Contingent rentals arising under operating leases are 
recognised as an expense in the period in which they are incurred. 
 
In the event that lease incentives are received to enter into operating leases, such 
incentives are recognised as a liability. The aggregate benefit of incentives is recognised 
as a reduction of rental expense on a straight-line basis, except where another systematic 
basis is more representative of the time pattern in which economic benefits from the 
leased asset are consumed. 
 
 



Fujairah Building Industr ies Company  17 
(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
3. Significant accounting policies (continued) 

 
Impairment of tangible assets  
 
At each reporting date, the Group reviews the carrying amounts of its tangible assets to 
determine whether there is any indication that those assets have suffered an impairment 
loss. If any such indication exists, the recoverable amount of the asset is estimated in 
order to determine the extent of the impairment loss (if any). Where it is not possible to 
estimate the recoverable amount of an individual asset, the Group estimates the 
recoverable amount of the cash-generating unit to which the asset belongs. Where 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. 
 
Recoverable amount is the higher of fair value less costs to sell and value in use. In 
assessing value in use, the estimated future cash flows are discounted to their present 
value using a 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. 
 
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 (cash-generating unit) is reduced to 
its recoverable amount. An impairment loss is recognised immediately in the 
consolidated statement of income, unless the relevant asset is carried at a revalued 
amount, in which case the impairment loss is treated as a revaluation decrease. 
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (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 recognised for the asset (cash-generating unit) in 
prior years. A reversal of an impairment loss is recognised immediately in the 
consolidated statement of income, unless the relevant asset is carried at a revalued 
amount, in which case the reversal of the impairment loss is treated as a revaluation 
reserve increase. 
 
Cash and cash equivalents 
 
Cash and cash equivalents comprise of cash on hand and demand deposit, and other short 
term highly liquid investments that are readily convertible to a known amount of cash and 
are subject to an insignificant risk of change in value. 
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(Public Shareholding Company) 
Fujairah - United Arab Emirates 
 
Notes to the Consolidated Financial Statements (continued) 
For the year ended December 31, 2009 
 
3. Significant accounting policies (continued) 

 
Inventor ies  
 
Inventories of finished and semi finished products are valued at the lower of average 
production costs or net realisable value. Production costs include materials, labour, direct 
expenses and production overheads. Inventories of spare parts and other consumables are 
valued at the lower of weighted average cost or net realisable value. Net realisable value 
represents the estimated selling price less all estimated costs of completion and costs 
necessary to make the sale. 
 
Investment secur ities 
 
The Group classifies its investment securities in the following categories: financial assets 
at fair value through profit or loss, held-to-maturity investments and available-for-sale 
financial assets. Management determines the classification of the investments at initial 
recognition. 
 
i) Financial assets at fair value through profit or loss 
 
This category has two sub-categories: financial assets held for trading, and those 
designated at fair value through profit or loss at inception. A financial asset is classified 
in this category if acquired principally for the purpose of selling in the short term or if so 
designated by management. Financial assets are designated at fair value through profit or 
loss when certain investments, such as equity investments, are managed and evaluated on 
a fair value basis in accordance with a documented risk management or investment 
strategy and reported to key management personnel on that basis. 
 
ii) Held-to-maturity 
 
Held-to-maturity investments are non-derivative financial assets with fixed or 
determinable payments and fixed maturities that the Group’s management has the 
positive intention and ability to hold to maturity. Where the Group decides to sell other 
than an insignificant amount of held-to-maturity assets, the entire category is considered 
to be tainted and reclassified as available-for-sale. 
 
iii) Available-for-sale 
 
Available-for-sale investments are those non-derivative financial assets that are 
designated as available-for-sale or are not classified as (a) loans and receivables, (b) held-
to-maturity investments or (c) financial assets at fair value through profit or loss. 
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Investment secur ities (continued) 
 
Initial recognition 
 
Purchases and sales of financial assets at fair value through profit or loss, held to maturity 
and available-for-sale are recognised on trade date which is the date on which the Group 
commits to purchase or sell the asset.  Financial assets are initially recognised at fair 
value plus transaction costs for all financial assets not carried at fair value through profit 
or loss. Financial assets carried at fair value through profit or loss are initially recognised 
at fair value and transaction costs are expensed in the consolidated statement of income. 
 
Subsequent measurement 
 
Available for sale investments and financial assets at fair value through profit or loss are 
subsequently carried at fair value. Held-to-maturity investments are carried at amortised 
cost using the effective interest method. Gains and losses arising from changes in the fair 
value of the ‘ financial assets at fair value through profit or loss’  category are included in 
the consolidated statement of income in the period in which they arise. Gains and losses 
arising from changes in the fair value of available-for-sale financial assets are recognised 
directly in equity, until the financial asset is derecognised or impaired. Once the 
available-for-sale financial asset is derecognised or impaired, the cumulative gain or loss 
previously recognised in equity is recognised in consolidated statement of income. 
 
Foreign currency gains and losses arising on available-for-sale monetary financial assets are 
directly recognised in the consolidated statement of income. 
 
The fair values of quoted investments in active markets are based on current bid prices. If 
the market for a financial asset is not active (and for unlisted securities), the Group 
establishes fair value by using valuation techniques.  
 
Interest earned whilst holding investment securities is reported as interest income. 
Dividends on equity instruments are recognised in the consolidated statement of income 
when the Group’s right to receive payment is established. 
 
The Group assesses, at each reporting date, whether there is objective evidence that a 
financial asset is impaired. In the case of equity investments classified as available-for-
sale, a significant or prolonged decline in the fair value of the security below its cost is 
considered in determining whether the asset is impaired. If any such evidence exists for 
available-for-sale financial assets, the cumulative loss - measured as the difference 
between the acquisition cost and the current fair value, less any impairment loss on that 
financial asset previously recognised in the consolidated statement of income - is removed 
from equity and recognised in the consolidated statement of income. Impairment losses 
recognised in the consolidated statement of income on available-for-sale equity 
instruments are not reversed through the consolidated statement of income.  
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Provisions 
 
Provisions are recognised when the Group has a present obligation as a result of a past 
event, and it is probable that the Group will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation. 
 
The amount recognised as a provision is the best estimate of the consideration required to 
settle the present obligation at the consolidated 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. 
 
Financial assets 
 
Trade and other receivables 
 
Trade and other receivables are initially measured at fair value and subsequently 
measured at amortised cost using the effective interest method. An appropriate allowance 
for doubtful accounts are provided when an objective evidence indicates that the asset is 
impaired. 
 
Impairment of financial assets 
 
Financial assets are assessed for indicators of impairment at each reporting date. 
Financial assets are impaired where there is an objective evidence that, as a result of one 
or more events that occurred after the initial recognition of the financial asset, the 
estimated future cash flows of the financial asset have been impacted.  
 
For certain categories of financial asset, such as trade receivables, assets that are assessed 
not to be impaired individually are subsequently assessed for impairment on a collective 
basis. Objective evidence of impairment for a portfolio of receivables could include the 
Group’s past experience of collecting payments, an increase in the number of delayed 
payments in the portfolio past the average credit period, as well as observable changes in 
national or local economic conditions that correlate with default on receivables.  
 
The carrying amount of the financial asset is reduced by the impairment loss directly for 
all financial assets with the exception of trade receivables, where the carrying amount is 
reduced through the use of an allowance account. When a trade receivable is considered 
uncollectible, it is written off against the allowance account. Subsequent recoveries of 
amounts previously written off are credited against the allowance account. Changes in the 
carrying amount of the allowance account are recognised in the consolidated statement of 
income. 
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Financial assets (continued) 
 
Impairment of financial assets - continued 
 
With the exception of available for sale investments, if, in a subsequent period, the 
amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognised, the previously recognised 
impairment loss is reversed through the consolidated statement of income to the extent 
that the carrying amount of the investment, at the date the impairment is reversed, does 
not exceed what the amortised cost would have been had the impairment not been 
recognised.  
 
In respect of available for sales investments, impairment losses previously recognised 
through the consolidated statement of income are not reversed through the consolidated 
statement of income. Any increase in fair value subsequent to an impairment loss is 
recognised directly in equity. 
 
Derecognition of financial assets 
 
The Group derecognises a financial asset only when the contractual rights to the cash 
flows from the asset expire; or 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 recognises its retained interest in the asset and an associated 
liability for amounts it may have to pay. 
 
Financial liabilities and equity instruments issued by the Company 
 
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 arrangement. 
 
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 Company are 
recorded at the proceeds received net of direct issue costs, if any. 
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Financial liabilities  
 
Bank borrowings 
 
Interest-bearing overdrafts and loans are recorded at the proceeds received. Finance 
charges are accounted for on an accrual basis and are added to the carrying amount of the 
instrument or to accrued expenses to the extent that they are not settled in the year in 
which they arise. 
 
Accounts payable, accruals and other liabilities  
 
Accounts payable, accruals and other liabilities are initially measured at fair value and are 
subsequently measured at amortised cost using the effective interest method. 
 
Derecognition of financial liabilities 
 
The Group derecognises financial liabilities when, and only when, the Group’s 
obligations are discharged, cancelled or they expire. 

 
4. Critical accounting judgments and key sources of estimation uncertainty 

 
In the application of the Group’s accounting policies, which are described in Note 3, the 
management is required to make judgments, estimates and assumptions about the 
carrying amounts of assets and liabilities that are not readily apparent from other sources.  
 
The estimates and associated assumptions are based on historical experience and other 
factors that are considered to be relevant. Actual results may differ from these estimates. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 
to accounting estimates are recognised in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision and future periods if the 
revision affects both current and future periods. 
 
Critical judgements in applying accounting policies 
 
In the process of applying Group’s accounting policies, the management is of the opinion 
that there is no instance of application of judgments which is expected to have a 
significant effect on the amounts recognised in the consolidated financial statements, 
apart from those involving estimations described below. 
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4. Critical accounting judgments and key sources of estimation uncertainty 

(continued) 
 
Key sources of estimation uncer tainty 
 
The following are the key assumptions concerning the future, and other key sources of 
estimation uncertainty, at the reporting date, that have a significant risk of causing a 
material adjustment to the carrying amounts of assets and liabilities within the next 
financial year: 
 
Estimated useful lives of proper ty, plant and equipment 
 
The cost of items of property, plant and equipment are depreciated on a systematic basis 
over the estimated useful lives of the assets. Management has determined the estimated 
useful lives of each asset and/ or category of assets based on the following factors: 
 
·  Expected usage of the assets; 
·  Expected physical wear and tear, which depends on operational and 

environmental factors; and 
·  Legal or similar limits on the use of the assets. 
 
Management considers the depreciation method utilised reflects the pattern in which the 
assets© future economic benefits are expected to be consumed by the Group.  
 
Management has not made estimates of residual values for any items of property, plant and 
equipment at the end of their estimated useful lives as the same were deemed immaterial. 
 
Impairment of assets values 
 
At each reporting date, the Group reviews the assets values to determine that their book 
values have not exceeded amounts recoverable from them. The management estimates the 
recoverable amount of various assets individually or based on the cash generating unit to 
which the individual asset belongs. 
 
The Group determines whether available for sale equity financial assets are impaired when 
there has been a significant or prolonged decline in their fair value below cost. This 
determination of what is significant or prolonged requires judgement. In making this 
judgement and to record whether an impairment occurred, the Group evaluates among other 
factors, the normal volatility in share price, the financial health of the investee, industry and 
sector performance, changes in technology and operational and financial cash flow.  
 
The management has considered an amount of AED 766,630 as impairment loss on 
available-for-sale investments for the year (2008: AED 1,050,000), based on the analysis of 
impairment test performed on available-for-sale investments based on conditions prevailing 
in U.A.E.  
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4. Critical accounting judgments and key sources of estimation uncertainty 

(continued) 
 
Key sources of estimation uncer tainty (continued) 
 
Valuation of unquoted investments 
 
Valuation of unquoted investments is normally based on recent market transactions on an 
arm’s length basis, fair value of another instrument that is substantially the same,expected 
cash flows discounted at current rates for similar instruments or other valuation 
models. 
 
Allowance for doubtful debts 
 
Allowance for doubtful debts is determined using a combination of factors to ensure that 
the trade receivables are not overstated due to uncollectability. The allowance for 
irrecoverable debts for all customers is based on a variety of factors, including the overall 
quality and aging of receivables, continuing credit evaluation of the customers© financial 
conditions and collateral requirements from customers in certain circumstances. Also, 
specific allowances for individual accounts are recorded when the Group becomes aware 
of the customer©s inability to meet his financial obligations. 
 
Allowance for slow moving inventories 
 
Inventories are stated at the lower of cost or net realisable value. Adjustments to reduce 
the cost of inventory to its realisable value, if required, are made at the product level for 
estimated excess, obsolescence or impaired balance. Factors influencing these 
adjustments include changes in demand, technological changes, physical deterioration 
and quality issues. 
 

5. Bank balances and cash 
             December 31,  
      2009        2008  

AED AED 
Bank balances: 
  Current accounts  19,200,501 18,701,775 
  Fixed deposits  41,667,455   34,598,885 
Cash on hand          68,838          49,089 
Bank balances and cash 60,936,794 53,349,749 
Less: fixed deposit under lien  (    7,000,000) (    7,000,000) 
 

Cash and cash equivalents 53,936,794 46,349,749 
 ========= ========= 
- A fixed deposit is under lien in favour of a bank against banking facilities granted to 

the Group. 
- Fixed deposits maturity dates range from one to three months from the reporting date. 
- All bank balances are maintained with banks registered in the United Arab Emirates. 
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6. Trade and other receivables 
  
 Trade and other receivables comprise the following: 
 

             December 31,  
      2009        2008  

AED AED 
 
Trade accounts receivable 36,986,425 48,804,387 
Trade notes receivable    17,596,322   16,068,509 
 

  54,582,747 64,872,896 
Less: Allowance for doubtful debts  (    4,028,640) (    3,588,752) 
 

  50,554,107 61,284,144 
Staff receivable  92,123 511,571 
Interest receivable  242,103 105,377 
Prepaid expenses 661,684 1,242,319 
Advances and other receivables         248,168        119,852 
 

   51,798,185 63,263,263 
  ========= ========= 

 
The average credit period granted by the Group to its customers during the year was 80 
days (2008: 80 days). No interest is charged on trade receivables balances in the normal 
course of business. Trade receivables outstanding for more than 180 days are provided 
for, partially or in full, based on estimated irrecoverable amounts, determined by 
reference to past default, management experience and prevailing economic conditions.  
 
Analysis of trade receivables outstanding for more than 180 days is as follows: 
 

             December 31,  
      2009        2008  

AED AED 
 
More than 180 days and less than one year 1,069,495 2,080,113 
More than one year      3,468,689     2,433,080 
 

   4,538,184 4,513,193 
  ========= ========= 
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Allowance for doubtful debts movements during the year were as follows: 
 

      2009        2008  
AED AED 

 
Balance at the beginning of the year  3,588,752 3,125,577 
Add: Allowance for doubtful debts  721,598 548,541 
Less: Doubtful debts written off (       115,710) - 
Recovery of doubtful balances (       166,000) (          85,366) 
 
Balance at the end of the year   4,028,640 3,588,752 
  ========= ========= 
 
In determining the recoverability of a trade receivable, the Group considers any change in 
the credit quality of the trade receivable from the date credit was initially granted up to 
the reporting date.  

 
7. Inventor ies  
 

             December 31,  
      2009        2008  

AED AED 
  
 a) Raw mater ials, semi finished and finished products: 

 

Raw materials 10,209,356 8,053,928 
Work-in-progress  5,640,020 3,803,288 
Finished goods  37,207,103 28,099,586 
Allowance for slow-moving inventories  (    2,802,527) (    2,835,097) 
 

     50,253,952    37,121,705 
 
b) Spare par ts and other  consumable mater ials: 
  
Spare parts 20,780,275 21,447,088 
Burning media and other consumables  5,681,212 5,976,335 
Goods in transit  - 188,886 
Allowance for slow-moving spare parts (    3,143,817) (    2,877,088) 
 

    23,317,670    24,735,221 
 

 73,571,622 61,856,926 
  ========= ========= 
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Movements on allowance for slow-moving inventories during the year were as follows: 

 

 
      2009        2008  

AED AED 
 

Balance at the beginning of the year  5,712,185 5,281,194 
Allowance for slow-moving items charged to expenses  968,127 459,664 
Allowance for slow-moving items no longer required (        733,968) (         28,673) 
 
Balance at the end of the year    5,946,344 5,712,185 
  ========= ========= 

 
8. Investments in securities available for sale 
 

Investments in securities available for sale comprise the following: 
 

      2009        2008  
AED AED 

Quoted secur ities: 
 
Fair value at the beginning of the year     36,549,810 40,006,223 
Purchase of securities during the year  - 3,187,030 
Gain/ (loss) from investments revaluation        596,523 (    6,643,443) 
 

Fair  value at the end of the year     37,146,333   36,549,810 
 

Unquoted secur ities: 
 
 

As at the beginning/ end of the year       2,860,000      2,860,000 
 

Total investments in secur ities available for  sale 
  at the end of the year   40,006,333 39,409,810 
  ========= ========= 
 
 
All available for sales investments represents investments in local companies in the United 
Arab Emirates. 
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9. Property, plant and equipment 
 

At December 31, 2007 27,045,386 - 8,811,791 13,078,422 1,023,559 102,259,588 152,218,746 
Additions   2,353,198 - 593,838 2,635,053 330,121 11,636,388 17,548,598 
Eliminated on disposal (  2,054,170) - (        44,792) (      230,091) - (   2,211,721) (   4,540,774) 
At December 31, 2008 27,344,414 - 9,360,837 15,483,384 1,353,680 111,684,255 165,226,570 

 

 

 

Buildings 

Capital 
work-in-
progress 

Furniture 
and fixture 

Motor  
vehicles 

Tools and 
steel racks 

Plant and 
machinery Total 

 AED AED AED AED AED AED AED 
Cost        
At December 31, 2007 50,508,778 5,547,460 10,005,102 23,438,923 4,255,484 162,705,200 256,460,947 
Additions   267,627 64,267,631 576,162 2,227,785 12,180 1,593,957 68,945,342 
Disposals (  2,150,428) (     674,850) (       61,124) (     250,140) - (  2,229,608) (  5,366,150) 
Transfers 658,468 (  3,794,924) 658,074 2,391,497 16,776 70,109 - 
At December 31, 2008 49,284,445 65,345,317 11,178,214 27,808,065 4,284,440 162,139,658 320,040,139 
Additions   634,641 74,274,808 752,001 463,786 2,545 4,987,774 81,115,555 
Disposals - - (       63,187) (  1,173,900) - (     115,000) (  1,352,087) 
Transfers 16,655,107 (51,585,839) 125,186 - - 34,805,546 - 
At December  31, 2009 66,574,193 88,034,286 11,992,214 27,097,951 4,286,985 201,817,978 399,803,607 
 
Accumulated depreciation        

Additions   3,564,454 - 693,518 2,694,284 327,156 14,617,062 21,896,474 
Eliminated on disposal - - (       21,184) (  1,005,668) - (     102,871) (  1,129,723) 
At December  31, 2009 30,908,868 - 10,033,171 17,172,000 1,680,836 126,198,446 185,993,321 
        
Carrying amount        
At December  31, 2009 35,665,325 88,034,286 1,959,043 9,925,951 2,606,149 75,619,532 213,810,286 
 
At December 31, 2008 21,940,031 65,345,317 1,817,377 12,324,681 2,930,760 50,455,403 154,813,569 
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·  Property, plant and equipment are erected on plots of land leased from 
Government of Fujairah and renewed on an annual basis. 

 

·  Capital work-in-progress as of December 31, 2009 includes AED 86 million for  
costs incurred on the erection of a new rockwool plant in Al Hail industrial area in 
Fujairah, in addition to other miscellaneous capital projects. 

·  Interest on bank borrowings capitalized during the year amounted AED 3,809,136 
(2008: AED 1,176,768).  

·  Depreciation is calculated on the straight-line method based on the anticipated 
useful lives, as follows: 

   Years 
 
Plant and machinery  6 - 15 
Buildings  6 - 15 
Motor vehicles   3 - 6 
Tools and steel racks  3 - 6 
Furniture and fixture  3 - 6 

 
10. Bank borrowings 
 

             December 31,  
      2009        2008  

AED AED 
 

Bank overdraft  8,638,671 3,556,727 
Bank loans   122,029,513   73,617,533 
 

   130,668,184 77,174,260 
   ========= ========= 

  
The bank borrowings are repayable as follows: 
 
On demand or within one year 27,497,215 22,056,727 
In the second year 25,700,000 27,890,799 
In the third year or after   77,470,969   27,226,734 
 

 130,668,184 77,174,260 
Less: Amount due for settlement within 12 months  
  (shown under current liabilities) (  27,497,215) (  22,056,727) 
 

Bank borrowings (due for settlement after 12 months 
  from the reporting date) 103,170,969 55,117,533 
   ========= ========= 
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The principal features of the bank borrowings are as follows: 
 
 A) Bank overdraft: 
 

�  Bank overdraft is repayable on demand. 
 

�  Interest on overdraft accounts is computed and added to the account on 
monthly basis. 

 
B) Loans: 

 
�  The Group obtained a long term loan from a local bank for AED 12 

million to finance the purchase of block and interlocks manufacturing 
plant and equipment in addition to the modification of the crusher, against 
the assignment of insurance policy over the purchased plant and 
equipments. Interest on this loan is calculated on monthly basis and paid 
separately. The loan is being repaid in equal monthly installments of AED 
200,000 effective April 2007 until full settlement. The loan balance as of 
the reporting date amounted to AED 5,154,335 (2008: AED 7,445,151). 

 
�  The Group obtained a long term loan from a local bank for AED 50 

million to finance the purchase and erection of new marble and tiles 
machinery in the industrial area in Dibba. Interest on this loan is 
calculated on monthly basis and paid separately. The loan balance is being 
repaid in equal monthly installments ranging from AED 750,000 to AED 
950,000 effective July 31, 2009 until full settlement. The loan balance as 
of the reporting date amounted to AED 38,321,467 (2008: AED 
34,576,175). 

 
�  The Group obtained long-term loan facilities from a local bank for AED 

19.5 million to finance the purchase of a new block manufacturing plant. 
Interest on this loan is calculated on monthly basis and added to the loan 
balance. The loan along with related accrued interest is being repaid in 
equal monthly installments of AED 450,000 effective April 28, 2007 until 
full settlement. The loan balance as of the reporting date amounted to 
AED 4,858,544 (2008: AED 9,690,799). This loan balance and the 
overdraft balance are secured by a lien over a fixed deposit of AED 7 
million (Note 5). 
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10. Bank borrowings (continued) 
 

The principal features of the bank borrowings are as follows: (continued) 
 

B) Loans: (continued) 
 
�  During the year 2008, the Group obtained a loan facility of AED 120 

million from a local bank to finance the construction and assembling of a 
new rockwool plant at Al Hail industrial area in Fujairah. The interest 
charges on this loan are paid on a monthly basis. The loan will be repaid in 
monthly installments ranging from AED 1 million to AED 2 millions 
commencing on November 5, 2010. The amount withdrawn against this 
loan as of December 31, 2009 amounted to AED 73,695,167 (2008: AED 
21,905,408). 

 
The bank facilities were granted to the Group against promissory notes from the 
parent Company in addition to the assignment of an insurance policy covering the 
financed property, plant and equipment items. 
 
Interest rates on bank borrowings during 2009 ranged from 1% over the interest 
rate given to the Group on its fixed deposits with banks to 7.5% per annum on 
borrowings (2008: 1% over the interest rate given to the Group on its fixed 
deposits with banks to 7% per annum on borrowings). 

 
11. Accounts payable 
 

Accounts payable represent the outstanding amounts to suppliers against purchases, 
ongoing costs and purchase of property, plant and equipment. 

 
12. Non-trade accounts payable  

 
Non-trade accounts payable represent the balance due to the Department of Industry and 
Economy - Government of Fujairah, against the acquisition of Emirates Ceramic Factory 
and Fujairah Rockwool Factory during 2006 and Fujairah Marble and Tiles Factory, 
effective January 1, 2007 and scheduled for repayment within 12 months from the 
reporting date. 
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13. Accruals and other liabilities  
 

 Accruals and other liabilities comprise the following:  
 

             December 31,  
      2009        2008  

AED AED 
 

Accrued expenses 4,143,906 3,845,434 
Cash sales received in advance 3,766,672 5,073,362 
Dividends payable  25,472 18,266 
Provision for leave and air passage  2,571,904 2,795,010 
Accrual of staff bonus  2,190,000 3,092,980 
Interest payable on borrowings             7,593           56,975 
 

  12,705,547 14,882,027 
   ========= ========= 

 
14. Provision for employees’ end of service indemnity 
 

      2009        2008  
AED AED 

 

Balance at the beginning of the year 9,174,758 7,900,713 
Add: current year provision (charged to expenses) 1,143,637 2,090,613 
Less: Amounts paid during the year (        580,931) (        816,568) 
 

Balance at the end of the year 9,737,464 9,174,758 
   ========= ========= 
 
15. Share capital  

             December 31,  
      2009        2008  

AED AED 
Issued and fully paid up 126.5 million shares 
   (December 31, 2008: 115 million shares) with  
   a nominal value of AED 1 per share 126,500,000 115,000,000 

   ========= ========= 
 
In its meeting held on March 14, 2009, the Shareholders’  ordinary general assembly 
approved the increase of the Company’s share capital by 11.5 million shares (from 115 
million shares to 126.5 million shares) through the issuance of bonus shares at the rate of 
10% of share capital. 
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16. Sales geographical distr ibution 
 

 Year ended December 31, 2009 

   Total Local sales 
Sales to GCC 

countries 
Sales to other 

countries 

 � � ��� � � ��� � � ��� � � ���
 �� �� �� ��

Fujairah National Quarries 12,137,999 12,137,999 - - 
Fujairah Concrete Products 120,780,292 112,780,292 8,000,000 - 
Emirates Ceramic Factory 34,386,784 9,784,508 16,926,528 7,675,748 
Fujairah Rockwool Factory 65,707,672 43,084,699 13,444,249 9,178,724 
Fujairah Marble and Tiles   

Factory 17,685,120 17,645,920 39,200 - 
     

 250,697,867 195,433,418 38,409,977 16,854,472 

 
 

 Year ended December 31, 2008 

 Total Local sales 
Sales to GCC 

countries 

Sales to 
other 

countries 

 � � ��� � � ��� � � ��� � � ���
     

Fujairah National Quarries 20,532,813 20,532,813 - - 
Fujairah Concrete Products 120,065,657 98,485,657 20,000,000 1,580,000 
Emirates Ceramic Factory 52,628,054 12,205,681 24,530,726 15,891,647 
Fujairah Rockwool Factory 72,742,314 47,296,659 23,128,261 2,317,394 
Fujairah Marble and Tiles   

Factory 20,228,031 20,152,805 75,226 - 
 
 286,196,869 198,673,615 67,734,213 19,789,041 
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17. Selling and distr ibution expenses 

 
Selling and distribution expenses amounted to AED 28,175,016 for the year ended 2009 
(2008: AED 31,025,554) and included the following items: 

 
    Year  ended December 31,  
      2009        2008  

AED AED 
 
Salaries, wages and related expenditures  6,189,421 6,527,100 
Sales vehicle fuel 5,695,090 6,860,729 
Sales vehicle repair and spares 5,407,169 5,281,178 
Rent  628,346 535,946 
Insurance 557,244 500,018 
Depreciation of property, plant and equipment 2,102,325 2,009,329 
Advertisement and promotion 836,900 86,368 
Governmental fees on crusher’s sales 1,027,246 2,262,357 
Transportation and freight charges  4,152,318 3,948,813 

 
 
18. General and administrative expenses 

 
General and administrative expenses amounted to AED 18,007,368 for the year ended 
2009 (2008: AED 14,757,350) and included the following items: 

 
    Year  ended December 31,  
      2009        2008  

AED AED 
 
Salaries and wages and related expenditures  6,554,465 6,667,062 
Vehicles expenses 359,347 394,013 
Rent  337,909 162,353 
Professional and legal fees 717,511 679,148 
Insurance 103,805 85,213 
Allowance for doubtful debts 721,598 548,541 
Depreciation of property, plant and equipment 746,705 604,473 
Site restoration 2,405,542 - 
Allowance for slow moving items  659,481 459,664 
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19. Other income and charges 

 
Other income and charges consist of the following: 

    Year  ended December 31,  
      2009        2008  

AED AED 
 

Sale of materials and others 305,735 393,944 
Dividends income 185,335 1,211,279 
Allowance for slow-moving inventories no longer required 842,021 88,542 
Interest on bank accounts  1,533,870 654,874 
Gain on sale of property, plant and equipment 245,943 539,615 
Impairment of available-for-sale investments (       766,630) (     1,050,000) 
Miscellaneous income     1,126,163         158,011 
 

  3,472,437 1,996,265 
  ========= ========= 
 
20. Basic earnings per share 
  

      2009        2008  
 
Profit for the year (in AED) 44,346,236 39,376,933 
  ========= ======== 
Weighted average number of shares (share) 126,500,000 126,500,000 
  ========= ======== 
Basic earnings per share (in UAE fils) 35 31 
  ========= ======== 
 
Earnings per share for the comparative year ended 2008 has been recomputed to reflect 
the effect of the approved share capital increase of 11.5 million shares through the 
issuance of bonus shares (Note 15). 
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21. Segment reporting  

 

Fujairah 

National 

Quarries 

Fujairah 

Concrete 

Products 

Emirates 

Ceramic 

Factory  

Fujairah 

Rockwool 

Factory 

Fujairah 

Marble and 

Tiles Factory 

Fujairah Building 

Industries – 

Parent Company Eliminations Total 

 AED AED AED AED AED AED AED AED 

For the year ended 

December 31, 2009         

Sales  22,520,916 120,780,292 34,386,784 65,707,672 17,685,120 - (   10,382,917) 250,697,867 

Net Profit  1,949,222 40,415,145 3,166,824 7,081,513 (     8,434,073)* 167,605 - 44,346,236 

Depreciation charges 2,750,943 9,075,808 3,137,151 1,890,595 4,727,531 314,446 - 21,896,474 

As of December 31, 2009 

Total assets   30,599,171   122,446,323   64,734,285   126,590,557   58,937,145   208,025,130 ( 171,209,391) 440,123,220 

Total liabilities  3,473,279   33,521,857   8,568,169   92,239,312   57,584,405   14,017,654 (     7,467,562) 201,937,114 
 

*  Fujairah Marble and Tiles Factory incurred a loss of AED 8.4 million for the year after charging AED 2.4 million for restoration costs of the old factory site as required by 
the Fujairah Government.  

 

 

Fujairah 

National 

Quarries 

Fujairah 

Concrete 

Products 

Emirates 

Ceramic 

Factory  

Fujairah 

Rockwool 

Factory 

Fujairah 

Marble and 

Tiles Factory  

Fujairah Building 

Industries – 

Parent Company Eliminations Total 

 AED AED AED AED AED AED AED AED 

For the year ended 

December 31, 2008         

Sales  31,907,671 120,065,657 52,628,054 72,742,314 20,228,031 � (   11,374,858) 286,196,869 

Net Profit  458,612 30,184,809 2,663,217 4,803,279 1,128,719 138,297 � 39,376,933 

Depreciation charges 2,586,194 9,342,172 3,169,334 1,752,255 430,653 267,990 - 17,548,598 

As of December 31, 2008 

Total assets 31,896,127 121,086,702 61,340,901 63,274,015 60,916,639 189,123,131 ( 154,944,198) 372,693,317 

Total liabilities  7,011,205 48,454,249 10,153,277 36,692,352 51,407,536 22,420,974 (     8,502,993) 167,636,600 
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22. Proposed dividends 
 

      2009        2008  
AED AED 

“ Proposed”  “Approved”  
 

Bonus shares – Nil for 2009 (2008: 10 shares for 
  each 100 shares outstanding) - 11,500,000 
Cash dividends - 12 fils for each share outstanding 
  (2008: 10 fils for each share outstanding)    15,180,000    11,500,000 
 
 15,180,000  23,000,000 
 ========= ========= 

 

Dividends distribution per share AED 0.12 AED 0.20 
  ========= ========= 
 
The Board of Directors proposes to pay AED 1,200,000 as Board of Directors 
remuneration for the year ended 2009 (2008: AED 1,080,000). 
 
The proposed distributions for the year ended 2009 are subject to the approval of the 
Shareholders at their ordinary general assembly meeting, accordingly they were not 
included in the liabilities in the consolidated financial statements. 
 
 

23.  Related party transactions  
 

As of the reporting date, balances due from/to non consolidated related parties were as follows: 
 

               December 31,  
     2009        2008  

AED AED 
 
Due from related parties (included in trade and  
   other receivables) 1,292,318 1,683,060 
Due to related parties (included in accounts payable) 2,510,877 357,502 
 
No bank guarantees are provided to/taken from related parties against balances due 
to/from them.  
 
No expense has been recognised in the year for bad or doubtful debts in respect of the 
amounts owed by related parties. 
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23.  Related party transactions (continued) 
 

Transactions: 
 
During the year, the Group entered into the following transactions with related parties: 
 

    Year ended December 31,  
     2009        2008  

AED AED 
 
Sales to related parties  8,272,266 8,826,000 
Purchases from related parties  31,517,532 1,784,201 
 
Transactions with related parties were entered into on terms agreed with the management. 
 
Compensation of key management personnel: 

    Year ended December 31,  
     2009        2008  

AED AED 
 
Key management remuneration – short term benefits  1,580,051 1,589,824 
Key management remuneration – long term benefits 40,017 35,815 
Board of Directors remuneration 1,080,000 1,080,000 

 
 
24.  Contingent liabilities 
 

              December 31,  
     2009        2008  

AED AED 
 
Capital commitments and letters of credit issued  
  against purchase of property and raw materials 32,827,000 45,192,000 
 

Letters of guarantee  2,500,000 2,500,000 
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25. Capital r isk management 

 
The Group manages its capital to ensure that the Group entities will be able to continue as 
a going concern while maximizing the return to stakeholders through the optimization of 
the debt and equity capital. The Group’s overall strategy remains unchanged from 2008. 
 
Capital gear ing ratio 
 
The Group reviews the capital structure on a quarterly basis. As part of this review, the 
Group considers the cost of capital and the risks associated with capital.  
 
The gearing ratio at the year end was as follows: 
 

 December 31,  
 2009   2008  

AED AED 
 

Debt (i) 130,668,184 77,174,260 
Bank balances and cash (  60,936,794) (  53,349,749) 
 

Net debt   69,731,390   23,824,511 
 

Shareholders’  Equity (ii) 238,186,106 205,056,717 
 

Net debt to equity ratio        29%             12%  
 

  
(i) Debt is defined as bank borrowings (see Note 10). 
(ii) Shareholders’  equity includes share capital, statutory reserve, investments 

revaluation reserve and retained earnings. 
 
26. Financial instruments 

 
Significant accounting policies 
 
Details of the significant accounting policies and methods adopted, including the criteria 
for recognition, the basis of measurement and the basis on which income and expenses 
are recognised, in respect of each class of financial asset, financial liability and equity 
instrument are disclosed in note 3 to the consolidated financial statements. 
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26. Financial instruments (continued) 

 
Financial r isk management objectives 
 
The Group’s management observes domestic and international financial markets, 
monitors and manages the financial risks relating to the operations of the Group through 
analysing risks exposures by degree and magnitude of risks. These risks include market 
risk (including currency risk, fair value interest rate risk and price risk), credit risk, 
liquidity risk and cash flow interest rate risk. 
 
The Group seeks to minimise the effects of risks related to financial instruments. The 
Group’s policies in this regards are set and approved by the board of directors who draws 
the overall guidelines on foreign exchange risk, interest rate risk, credit risk, and the 
investment of excess liquidity. Compliance with policies and exposure limits is reviewed 
by the board of directors on regular basis.  
 
Market r isk 
 
The Group’s activities expose it primarily to the financial risks of changes in foreign 
currency exchange rates and interest rates.  
 
There has been no change to the Group’s exposure to market risks or the manner in which 
it manages and measures the risk. 
 
Interest rate r isk management 
 
The Group is exposed to interest rate risk as the Group borrows funds at both fixed and 
floating interest rates. The risk is managed by the Group by maintaining an appropriate 
mix between fixed and floating rate borrowings.  
 
The Group is also exposed to interest rate price risk with reference to its fixed rate time 
deposits with banks. During the current year, interest on fixed deposits ranged from 3.5% 
to 5% per annum (2008: from 4.6% to 5% per annum). 
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26. Financial instruments (continued) 

 
Credit r isk management 
 
Credit risk refers to the risk that a counterparty will default on its contractual obligations 
resulting in financial loss to the Group. The Group has adopted a policy of dealing with 
creditworthy counterparties and obtaining sufficient collateral, where appropriate, as a 
means of mitigating the risk of financial loss from defaults. The Group obtains 
information about counterparties credit worthiness from publicly available financial 
information and its own trading records. The Group’s exposure and the credit ratings of 
its counterparties are continuously monitored and the aggregate value of transactions 
concluded is spread amongst approved counterparties. Credit exposure is controlled by 
counterparty limits that are reviewed and approved periodically by the relevant 
management in the Group and, where appropriate, letters of guarantee and letters of 
credit are obtained from customers. 
 
Most of the activities of the Group are carried out in the United Arab Emirates and other 
GCC countries. 
 
Credit risk is primarily related to the trade receivable balances which were presented in 
the consolidated statement of financial position net of any applicable allowances for 
losses that were estimated by management based on prior experience and prevailing 
economic conditions. 
 
Credit risk related to liquid funds is limited as the counterparties are banks registered in 
the U.A.E. 
 
The carrying amount of financial assets recorded in the consolidated financial statements, 
which is net of impairment losses, represents the Group’s maximum exposure to credit 
risk. 
 
L iquidity r isk management 
 
Ultimate responsibility for liquidity risk management rests with the board of directors, 
which has built an appropriate liquidity risk management framework for the management 
of short, medium and long-term funding and liquidity management requirements. The 
Group manages liquidity risk by maintaining adequate reserves by continuously 
monitoring forecast and actual cash flows, dealing with reputed financial institutions and 
matching the maturity profiles of financial assets and liabilities. 
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26. Financial instruments (continued) 

 
L iquidity r isk management (continued) 
 
Maturity of the Group’s financial assets and liabilities as at the reporting date was as 
follows: 
 
Financial assets: 
 
December 31, 2009 
 

 
Within 1 

year  
2 years – 
5 years Total 

 AED’000 AED’000 AED’000 
    

Bank balances and cash 60,937 - 60,937 

Trade and other receivables 51,136 - 51,136 

Investments in securities available for sale - 40,006 40,006 

Total 112,073 40,006 152,079 
    

 
December 31, 2008 
 

 
Within 1 

year 
2 years – 
5 years Total 

 AED’000 AED’000 AED’000 
    

Bank balances and cash 53,350 - 53,350 

Trade and other receivables 62,021 - 62,021 

Investments in securities available for sale - 39,410 39,410 

Total 115,371 39,410 154,781 
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26. Financial instruments (continued) 

 
L iquidity r isk management (continued) 
 
Financial liabilities: 
 
December 31, 2009 
 

 
Within 1 

year  
2 years – 
5 years 

More than 5 
years Total 

 AED’000 AED’000 AED’000 AED’000 
     

Bank borrowings 27,497 98,976 4,195 130,668 
Accounts payable, accruals and 

other liabilities 61,531 - - 61,531 

Total 89,028 98,976 4,195 192,199 
     

 
December 31, 2008 
 

 
Within 1 

year 
2 years – 5 

years 
More than 5 

years Total 
 AED’000 AED’000 AED’000 AED’000 

     

Bank borrowings 22,057 55,117 - 77,174 
Accounts payable, accruals and 

other liabilities 81,288 - - 81,288 

Total 103,345 55,117 - 158,462 
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26. Financial instruments (continued) 

 
Fair  value of financial instruments 
 
The fair values of financial assets and financial liabilities are determined as follows: 
 
·  The fair value of financial assets and financial liabilities with standard terms and 

conditions and traded on active liquid markets is determined with reference to quoted 
market prices; 

 

·  The fair value of other financial assets and financial liabilities is determined in 
accordance with generally accepted pricing models based on discounted cash flow 
analysis using prices from observable current market transactions and dealer quotes 
for similar instruments. 

 
Foreign currency r isk management 
 
The Group undertakes certain transactions denominated in foreign currencies. Hence, 
exposures to exchange rate fluctuations arise. Currently the Group is mainly exposed to 
the currency exchange risk related to transactions denominated in the currencies of the 
Euro zone countries. There is no currency exchange risk related to transactions 
denominated in the US dollars or currencies linked with it as the AED rate is fixed to the 
US dollar. The management undertakes suitable procedures to minimise risks associated 
with transactions denominated in currencies other than AED and US$. 
 
Foreign currency sensitivity analysis 
 
The Group has conducted a sensitivity test for foreign currency exchange rates to foresee 
the effects on the assets and liabilities denominated in foreign currencies. 
 
The test included measuring the Group’s sensitivity to a 10% increase and decrease in the 
AED against the relevant foreign currencies. 10% is the sensitivity rate used and 
represents management’s assessment of the reasonably possible change in foreign 
exchange rates. The sensitivity analysis includes only outstanding foreign currency 
denominated monetary items and adjusts their translation at the period end for a 10% 
change in foreign currency rates.  
 
The foreign currency sensitivity test did not reveal any extra ordinary results that might 
materially affect the Group’s financial position or results of its operations as of and for 
the year ended December 31, 2009. 
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27. Approval of the consolidated financial statements 
 

The consolidated financial statements were approved by the board of directors and 
authorized for issue on February 13, 2010. 

 
 
28. Comparative amounts 

 
Certain prior year amounts were reclassified to conform to current year presentation.  


