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1994 WAS ANOTHER SUCCESSFUL YEAR FOR OUR BANK MARKED BY RECORD PROFITS,
HEALTHY GROWTH IN ASSETS, IMPROVED CUSTOMER AND EMPLOYEE SATISFACTION AND
INTRODUCTION OF NEW INNOVATIVE PRODUCTS AND SERVICES.

The well conceived business plan for 1994 and it's increased by Dh. 912.4 million, o rise of 12.4%,
precise implementation resulted in improved Advances to Total Deposit ratio  improved from 73% to
68.7%. The shareholders” funds
increased from Dh 1,137.5 million to

performance on all fronts. Profit for 3
the year jumped by 20% over last
Dh 1,278 million, an increase of

12.4%. Shareholders” funds to total

year to reach Dh 300.9 million, the
highest profit ever achieved by the
Bank. In spite of a substantial assets ratie remained af 10.3%.
increase in inferest rates and ever- | After-tax refurn on average assets and
increasing competition, the Net average equity improved from 2.4%
Interest Income improved by Bl to 2.6% and from 23.5% to 24.9%
Dh 56.4 million reflecting o healthy kg’ ]

growth of 13.4%. Fee and other

respectively.
income grew by Dh18.2 million, o gl b in view of the record profits and
rise of 8.9%. Growth in fee-based comfortable capital adequacy ratio,
the board is pleased to recommend a
30% cash dividend against 20%

i declared in 1993,

income was mainly due to increased
trade finance activities. Operating

expenses increased marginally by

Dh 7.8 million. However, the . :
efficiency ratio improved from 38.3% to 35.3%.
Provision and other expenses increased by Dh 27.4
million. More than adequate provisions were made in

view of good profitability of the Bank.

Total assets went up from Dh 11,035.4 million to
Dh 12,344.3 million, an increase of 11.9%. Liquid assets
grew by 22.2%.  Liquid assets to total assets ratio
improved from 35% to 38%. The Customer Deposits

six  [cRoUP REFQRT & AECOUNTS 1994]
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“\WE ACHIEVED A RECORD PROFIT OF IMPORTANT INDICATORS 1994 1993
DH 300.9 MILLION (US$ 81.9 MILLION) - AN Advances to total deposits 69%  73%
IMPROVEMENT OF AROQUND 20% CVER 19937 Liquidity {Liquid assets to total assets) 38%  35%
Capital and reserves to total assets 10.3% 10.3%
Return on average shareholders’ funds (Pre-tax) 26% 26%
Return on average shareholders’ funds {Afrer-tax) 25% 24%
Return on average assets (Pre-tax) ) 2.69% 2.59%

Return on average assets { After-tax) 2.57% 2.36%

REPORT & A _ KR SEVEN
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UAE Economy & Trade

During 1993, the UAE gross domestic product grew by
only 1.2%. The major reason for slow down was the fall
in contribution of the oil sector which contracted by
3.3%, whereas contribution of the non-oil sector
increased by 4.2%. The government
pelicy of diversifying the economy
by developing non-oil sectors like
manufacturing, trading and service
industry has been very successful
over the years and contribution of
the non-oil sector to GDP has
increased from 34% in 1980 10 61%
in 1993. Nevertheless, the oil and
gas sector remains the mainstay of
the UAE econemy. Due fo the
almost unchanged level of oil {
praduction and prices GDP growth
in 1994 is expected to remain in the
same range as 1993, However, in N i
an attempt to bolster the oil price, OPEC reached an
agreement in November 1994 to freeze the output at

24.52 million bpd for 1995, The giant project to develop

the onshore Bab field in Abu Dhabi is expected to be

completed in 1995, The project is designed to quadruple

gas output to more than 2 billion cubic feet per day.

Investment in the Jebel Ali Free Zone continued to increase and
has reached close to US$ 2 billion mark with 740 companies
using the facility. Three multi-million Dollar “offset projects”
were announced during the year. The UAE offset programme
links defence contracts fo economic development requiring
defence contractors to invest in projects of a non-defence

nature to add value to the UAE economy.

E
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The Government strategy to develop non-cil sector will
get a further boost with the formation of Emirates
Investments - the multi-million Dollar national investment
company which is expected 1o offer subscripfion to UAE
nat.ion_ctls in the near future. This company will promote
investments locally. Tourism is also
becoming one of the UAE’s rapidly
growing indusiries with 0.5 million

tourists per annum from Europe alone.

In 1993, the non-oil exports and re-
exports from the UAE grew by 18.1%
and imports by 12.5%. However, due
to lower oil and gos exports the trade
balance reduced from Dh 23.98 ‘
billion in 1992 to Dh 14.5 billion in
1993 and overall balance of payment
deficit increased slightly from Dh 0.46
billion to Dh 0.65 billion. The
_ growth of non-cil trade witnessed in
.l 992 and 1993 slowed down in the first half of 1994.
:chlue-of exports and re-exports went down by around
9%, Irmports on the other hand grew at the rate of 12%
.f(:s.cq,fnpcred to the first half of 1993, Major imports
continued to be from Japan. Imports from Italy jumped
substantially and took second place followed by USA,
Germany, UK and China. Re-exports 1o Iran increased

by nearly 90% in the first half of the year,

Monetary and Banking Trends

The money supply (M1} in the country grew at a rate of

:2.8% in the first nine months of 1994. Private Domestic

Liquidity {M2) expanded by 2.9% and overall Liquidity
{M3] registered a decline by 0.1% in the same period.

EIGHT [GROUP REPORT & ACCOUNTS 19 94
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Total assets of UAE banking sector increased from
Dh 161.1 billicn in December 1993 to Dh 163 billion
in September 1994. During the same period domestic
credit expanded substantially from Dh 74.7 billion to
Dh 81.1 hillion - an increase of 8.5%. On the other
hand, resident deposits including government deposits
decreased marginally from Dh 77.6 billion to Dh 77.5
billion. UAE Dirham pority with US Dollar remained
fixed; as a result the value of Dirham egainst other major

currencies dropped in the same ratio as the US Dollar.

Our achievements during the year have been significant
against the backdrop of the economic and menetary

trends in the UAE. With its strong financial base and

N4
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sound management practices, MashreqBank is poised

for greater achievements in the years to come.

In the end | would like to offer aur sincere thanks to the
government and the Central Bank of the UAE for their
support and guidance. On behalf of the board and
shareholders, | congratulate the president, the chief
executive officer and the staff of the Bank whose
devotion and commitment enabled us to achieve

outstanding performance.

SAIF AHMED AL GHURAIR

Chairman

[crouP REPORT & ACCOUNTS 1994)]| “NlNE
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WITH GREAT SATISFACTION AND PRIDE 1 REI;ORT THE OUTS.TANDING ACHIEVEMENTS OF
MASHREQBANK IN 1994. THE CREDIT FOR TI—IIS GOES TO ALI. MEMBERS OF MASHREQ FAMILY
WHO ARE IMPORTANT STAKEHOLDERS IN THE BANK WITI—IOUT THE ACTIVE SUPPORT OF ALL
PARTNERS OUR SUSTAINED PERFORMANCE WOULD NOT HA_VE BEEN POSSIBLE.

During the year under review
concerted efforts were made towards
creating an organisational cL;|fure;
where customer focus and sense of
urgency would  be guiding
principles; which encourages team
work, innovation and empowerment;
where trust, honesty of purpose,
continuous improvement and
outstanding quality are daily beliefs.
In order to build such a culture based
on these fundamental values and
create « common Vision, Mission

and  Goals, a series of g

communication meelings were held to gain commitment

of all. Today people from more than 20 diverse
nationalities have joined hands to create a ‘Mashreq

culture which will ensure the redlisation of our Vision.

Business Performance

Improvement of asset quality, diversification of risks, increased
tee eornings and balancing risk and reward remained the
beacon of our growth strategy.  The Retail Banking Group
maintined its leadership by consistently improving products
and services, The assets of the group grew substantially and
the customer satisfaction index jumped 10% points. New
innovative products like Mashreq Investment Certificate, Al
Mullak - o real estate loan scheme, Al Afdal - consumer foan
for expatriates and Shehab - a membership product for the

youth - were successhully launched.

Shehab is the first of a series of
preducts aimed at building long-term
relationship beyond just banking
transactions, uniquely designed for
each life-style segment. Credit Card
products were upgraded and
relaunched. Card hase end portfolio
increased substantially. MasterCard
merchant acquisition started in July
1994 and a substanfial number have
been linked to the electranic POS
system. Customer focus remained our
priority in all critical business decisions
g through extensive market research and

enhancement of direct communication.

. Commercial Banking Group remained focussed on trade

finance and péoiecf finance business and substantially
increased its market share in these areas. Import/export
business, related assets and revenue increased significantly.
Medium Term loans for manufacturing industries on
selective basis and participation in loan syndication opened
new business avenues. Sophisticated treasury products
were offered fo prime customers to enable them to manage
the risks better. Customer focus and enhancement of quality
in all spheres helped Commercial Banking Group to
improve customer satisfaction level and further sirengthened
its client base. Emphasis on credit quality of assets and
credit assessment process enabled us to improve the overall

quality of portfalio,

[S.ROWF REPORT & ACCOUONTS
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Internationa] Banking Group further enhanced its contribution

towards the Bank’s growth. Aggressive marketing fo copitalise
on niche market opportunities specifically related to trade
finance activities has resulted in booking high quality assets in
our overseas network and development of o stable and

diversified customer deposit base.

Sign.ificunf improvement was achieved in Indic, Sri Lanka,
Egypt and USA. Pakistan cperations were revamped and
are expected fo show better results in 1995, In January,
our Egypt operations will be converted into an onshore
one which will provide us en opportunity to handle local

currency business.

Our consumer finance subsidiary {Oman Finance
Company Limited} maintained its market share in
automebile financing and relaunched its personal loan
scheme. Product range and customer base was diversified
by venturing info financing construction equipment, boats
and machinery for small industries. A new branch was

opened this year bringing the total to 14. Very significant

results in terms of efficiency improvement were achieved
with a strategy of fechnology-“nked process re-

engineering.

Technology and Automation

Over the years MashregBank has earned a reputation
for innovation across the spectrum of its business - be it
retail products and services, commercial banking,
treasury or electronic banking. Technology has played o
crifical role in our efforts to introduce innovative products
and services. During 1994, we upgraded our exisfing
products and launched new products supported by
advanced technology. Among the signilicant
achievements were acquisition of a new card
management system, MasterCard POS acquisition
capability, connecting MashreqBank ATMs to the
MasterCard Debit Switch for Cirrus Card acquisition,
development of an activity-based costing and product
profitability system and implementation of a merchant
payment system through Swift. ATM installation at Doha

Branch through the bank’s expansive regional

[6ROUP REPORT & ACCOUNTS 199 4] ELEVEN
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telecommunication network - Mashreqnet, signature
capture and digital on-screen display system, electronic
file transfer and remote onsite printing capability for all
reports and customer statements are other highlights.
Technology has alse played a key role in managing risk
through enhanced MIS and critical operational support.
Customer Service was greatly il

enhanced through process re-
engineering and upgraded
technology in the area of foreign
trade, credit card delivery, printing
and delivery of customer statements.
Teller services were further improved
with advanced front-end system
application engineering and display

of signature on the screen.

Distribution and Delivery
Network

Two new branches in Abu Dhabi .- _
were opened during 1994. Four were relocated to newly
designed premises. The first prototype branch on Al
Khaleej Road in Dubai was opened in April 1994, The
new branches are a beautiful mix of iraditional Arabic
and contemporary design. Customer convenience,
comfort and easy work flow are the guiding principles of
the new design. Various merchandising fixtures and
service features coupled with imaginative design create
an environment that is interesting and inviting for
customers. Six more branches are under renovation and
are expected to be completed in 1995.

Offsite ATMs have been increased from 1 to 5, to further
expand our distribution and delivery nefwork. The sites are
carefully chosen fo meet the requirements of our customers.

During 1995 more aoffsite ATMs will be installed.

PR
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We maintained our leadership status in merchant acquisition
and point-of-sales [POS) delivery network and the fotal number
of POS termiﬁdls exceeded three thousand.

Human Resources and Training

Our total commitment to provide the most dynamic leamning
opportunities for professional value
enhancement is reflected in the record
number of 2393 participants attending
216 training courses in various areas of
bcmking, finance, management,
communication, information technology
and Total Quality Management. At an
average, 1.5 training courses were
attended by each employse. The holistic
training approach is aimed not only at
developing our professional and technical
skills but also to harness the dynamics of
change by liberating our imagination and

building leadership. The Staff Suggestion

Scheme aptly called “We Dare’ was launched and proved an

instant success. Various communication initiatives for

upward, downward and lateral communications were
opened. A comprehensive compensation survey of the
banking industry in the UAE was conducted, results of which
were shared with aur staff and necessary adjustments were
made. The performance appraisal and reward system was
revamped through a cross-funcfional Quality Action Team
comprising staff from different levels. Upward feed-back
mechanism for senior positions was introduced as o prelude
to implementing the 340° appraisal process. All these efforts
are o testimony to our character of a truly learning
organisation and to make the Bank first choice for its

employees.

LRy - v:ive [GROUR REPOET. &
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Quality Improvement Efforts

Total Quality Management {TGM) initiative, started in
1993, gained momentum this year. Through active
participation of all stoff members, continuous
improvements became part of daily work. In addifion,
twenty cross-functional teams have been established fo
review and improve key processes. Institutionalisation of
Quality Management Skills brought the paradigm shift
from management to leadership. Establishment of key
quality performance indicators helped to monitor and
improve quality in each area of operation. The biggest
achievement of the whole initiative is the creation of an

environment where change is embraced rather than

Classification of Assets

1994 (1993)
—— 57% (61%) Advances
— 4%  (5%) Investments
— 3%  (3%) Ocher Assets

N4
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"7 36% (31%) Cash & Bank Balances

feared, focus is on processes rather than on functions and

customer satisfaction is the ultimate measure of success,

Over the years we have invested substantially in
establishing a strong infrastructure. This investment has
positioned MashreqBank well, to meet the future
challenges. Our alliance with all stakeholders, i.e.
customers, employees, shareholders and the community

has been rewarding and the fruifs of success are being

shared with them.

ABDUL AZIZ ABDULLA AL GHURAIR
Chief Executive Officer

Classification of Liabilities

1994 (1993)
——— 67% (67%) Customer Deposits
— 6%  (6%) Long term & other
Liabilities
fofo—— 10% {10%) Sharcholders’ Funds
= 17% (17%) Bank Deposits

[GROUP REFORT & ACCOQUNTS 19 9.4
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FINANCIAL HIGHLIGHTS

TOTAL ASSETS {Million Dirhams)

2000 S

[ 10000 8

1990 1991 1993 1994

CUSTOMER DEPOSITS/BANK DEPOSITS AND ADVANCES (Million Dirhams)

Customer Deposits Total Deposits Advances

. Bank Deposits

1990 1991 1992 1993 1994

TOTAL INCOME COMPOSITION {Million Dirhams)

71 Total Income Interest Income {net} " .Exchange Profit Miscellaneous Commission {net}

A

1990 1991 1992 1993 1994

FOURTEEN [6rouP REPORT & ACCOUNTS 1989 4]
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GROWTH PATTERN OF GROSS INCOME, OPERATING COSTS & NET PROFITS AFTER TAX {million Dirhams)

Operating Cosls Net Profit after Tax

)

LLEL

1990 1991 1992 1993 1994

EQUITY EARNINGS PER SHARE (AFTER TAX) (Dirhams}

s
5o
s
;e
-
-

SHAREHOLDERS’ FUNDS & BREAK-UP VALUE PER SHARE
shareholders’ Funds (Millien Dirhams) " Break-up Value per Share [Dirhams)

1991 1993

[GROUP REPORT & ACCOU NTS.-1.99.4 FIFTEEN
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U.A.E. BRANCHES
ABU DHABI

Airport Road
Tel: 335600, Fax: 212822

Al Salam
Tel: 786500, Fax: 742482

Baniyas

Tel: 5122564, Fax: 5122115

Sh. Khalifa Street
Tel: 332300, Fax: 345935

Muroor

Tel: 481858, Fax: 481821

AL AIN
Al Ain {(Main)
Tel: 667700, Fax: 645602

Ali Ibn Abi Taleh St
Tel: 669968, Fax: 663396

AJMAN
Tel: 422440, Fax: 426690

DUBAI
Bur Juman

Tel: 527103, Fax: 522035

Hor Al Az
Tel: 623100, Fax: 662887

Baniyas Square
Tel: 220206/220200
Fax: 233787

Khor Dubai
Tel: 534000, Fax: 531854

Al Khaleej Road
Tel: 225771/225772/222195
Fax: 233786

Riga
Tel: 211120, Fax: 233785

Al Diyafah Road
Tel: 312645, Fax: 312713

Sug Al Kabir
Tel: 264176/264178
Fax: 266783

Jebel Ali
Tel: 815355,
Fax: 816628

FUJAIRAH
Dibha
Tei: 444230, Fax: 443831

Fujairah
Tel: 222754/221100/222493
Faxt: 226860

RAS AL KHAIMAH

Al Nakheel

Tel: 221695/221621/226655
Fax: 221880

Ras Al Khaimah
Tel: 333644, Fax: 333620

SHARJAH

Al Boorj Avenue
Tel: 351366/354873
Fax: 372903

qsurEEN
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Bahrain
Nairobi
Khartoum - -~

Alexandria, Caire —-

London ---

Dhaid
Tel: 822114/822899
Fax: 822416

Kalba

Tel: 777430/778506
779669

Fax: 778950

Khotfakkan

Tel: 385295/385259
386805.

Fax: 387189

UMM AL QUWAIN
Tel: 666948,
Fax: 664948

OVERSEAS BRANCHES

AFRICA

EGYPT

Alexandria

Tel: {203) 4931466
Fax: (203) 4912900
Tix: 54634 MSHQ UN

Cairo

Tel: (202) 5710419/735194
Fax: (202) 5710423

Tix: 23386 MSHQ UN

KENYA

Nairobi

Tel: (254-2) 330562 (5 lines)
Fax: {254-2) 330792

Tix: 22596 MSHQ NBL

SUDAN

Khartoum

Tel: (249-11) 72969772881
Fax: (249-11) 72743

Tlx: 22124 MSHQ SD,
22663 MSHQ SD

E T W O R

Tet: (91-22) 2026096/2026193
Fax: (91-22) 2873305
Tlx: 1185936 MSHQ IN

PAKISTAN

Karachi

Tel: (92-21) 5610391 (5 lines)
Fax: (92-21) 5610830

Tlx: 24130 MSHQ PK

Peshawar

Tel: (92-521) 272351 (2 lines)
Fax: (92-521) 276320

Thx: 52325 MSHQ PK

Lahore

Tel: (92-42) 6302063 (5 lincs)
Fax: (92-42) 6363062

Tix: 44712 MSHQ PK

SR! LANKA

Colombo

Tel: (941} 447216 (4 lines)
Fax: (941) 447220

Tlx: 21466 MSHQ CE

MIDDLE EAST
BAHRAIN

Tel: {973) 210114
Eax: (973} 213516
Tix: 9565 MSHQ BN,
9566 MSHQ BN

QATAR

Doha

Tel: (974) 413213 (7 lines)
Fax: (974) 413880

Tix: 4235 MSHQ DH

EUROPE .
UNITED KINGDOM
London

Tel: (44-71) 247-6395
Fax: (44-71) 410-0832
Tlx: 883429 MSHQLN

AMERICA

U.5.A.

New York

Tek: (1-212) 545-8200

Fax: (1-212) 545-0918/0919
Tlx: 239881 MSHQ NY
971943 MSHQ NY

SUBSIDIARIES

U.A.E,

Dubai

Oman losurance Company Lid.
(6 Branches in U.A.E.)

H.O. Tel: 690700

Fax: 609110

Tlx: 46030 OIC EM

Oman Finance Company (Pvt) Led.
(14 Branches in U.A.E.)

H.O. Tel: 288444 (7 lines)

Fax: 228189

HONG KONG

Cman International Finance Led.
Tel: {852) 5212938 (10 lines)
Fax: (852) 5214289

Tlx: 63581 OMAN HY,

81133 OIFHK HX

U.S.A.

New York

Bank of Oman QOverseas {USA) Inc.
Tel: (1-212) 545-8200

Fax: (1-212} 545.0918/0919

Tlx: 239881 MSHQ NY

[6.ROUP REPORT & & CCOUNTS T994]
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INDEPENDENT AUDITOR'’S REPORT

The Shareholders,
MashreqBank psc,
Dubai,

United Arab Emirates

We have audited the accompanying consolidated
balance sheet of MashreqBank psc Group as of
December 31, 1994, and the relaced consolidated
statements of income and retained earnings, and
cash flows for the year then ended. These financial
staterents are the responsibility of the Directors of
the Bank. Our responsibility is to express an opinion

on these financial statements based on our audit.

We conducted our audit in accordance with
International Standards on Auditing. Those
standards require that we plan and perform the audit
1o obtain reasonable assurance about whether the
financial statements are free of material
misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also
includes.assessing the accounting principles used and
significant estimates made by management, as well
as evaluating the overall financial statement
presentation. We believe that our audit provides a

reasonable basis for our opinion.

The profit for the year is stated after transfer to inner

reserve which is held in customers’ deposits.

In our opinion, the financial starements present
fairly, in all material respects, the financial position
of the Bank as of December 31, 1994, and of the
resufts of its operations and its cash flows for the year
then ended in conformity with the policies described

in Note 2 to the financial statements.

Also, in our opinion, proper books of account have
been maintained by the Bank and the information
included in the Directors’ Report is in agreement
with the accounting records of cthe Bank. We
obtained all the information and explanations which
we considered necessary for our audit. According to
the information available to us, there were no
contraventions of the U.A.E. Federal Commercial
Companies Law No. {8) of 1984, as amended, or the
Bank’s Articles of Association which might have
materially affected the financial position of the Bank

or the results of its operarions for the year.

Dubai
January 4, 1995

Touche Ross & Co.

GROUP REPORT & ACCOUNTS 1994} quVENTEEN



._E_Mashrquank psc Group

-Consolidated Statements
_ of Net Income and
‘Retained Earnings for the

'fyears ended December 31
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MashreqBank

GROUP FINANCIAL

Note

Interest income

Inferest expense
Net interest income

Net commission income
Equity earnings in unconsolidated subsidiary 6

Other income
TOTAL INCOME

General and administrative expenses

Provisions and other expenses

INCOME BEFORE TAXES

Taxes on income
NET INCOME

RETAINED EARNINGS:
Balance, January 1

Net income for the year
Profit available for appropriation

Transters to:

Statutory and legal reserves 11
Proposed bonus shares

Proposed dividend

BALANCE, DECEMBER 31

* See notes to consolidated financial statements

A‘E\‘W

&

Sty

STATEMENTS

1994 1993 1994 1993
Dh"00C Dh'000 US$000 US$000
782,713 647,878 213,099 176,389
305,547 227 077 83,187 61,823
477,166 420,801 129,912 114,566
65,064 53,589 17,714 14,590
9,230 7,164 2,513 1,950
147,898 143,284 40,266 39,010
699,358 624,838 190,405 170,116
247,205 239,360 67,303 65,167
137,756 110,376 * 37,505 30,051
314,397 275102 85,597 74,898
13,545 24,539 3,688 6,681
300,852 250,563 81,909 68,217
300,562 205,446 81,830 55,934
300,852 250,563 81,909 68,217
601,414 456,009 163,739 124,151
34,438 26,323 9,376 7,166
- 25,825 - 7031
162,696 103,299 44,295 28,124
404,280 300,562 110,068 81,830

[GROUP REPORT & ACCOUNTS 1994
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“hreqBank psc Group

Consolidated Balance

wets as at December 31

MashreqBank

GROUP

ASSETS
Cash and balances with ceniral bank

Deposits and balances due from banks

Advances fo customers less provisions
Interest receivable and other assets
Investments in securities and others

Investment in unconsolidated subsidiary

Fixed ussets (nef)
TOTAL ASSETS
LIABILITIES

Deposits from customers

Deposits and balances due to banks
Long-term loans

Minority interest

Proposed dividend

Interest payable and other liabilifies

TOTAL UABILITIES

SHAREHOLDERS’ FUNDS
Share Capital

Statutary and legal reserves
General reserve

Proposed bonus shares

Retained earnings

Cumulative translation adjustment

TOTAL SHAREHOLDERS” FUNDS

=W

&

FINANCIAL

Note

[+8

10
1

12

TOTAL LABILITES AND SHAREHOLDERS' FUNDS

CONTRA ACCOUNTS (MEMORANDA):

Letters of credit

letters of guarantee and acceptances
Others

Saif Ahmed Al Ghurair

Chairman

* See notes to consolidaied financial statements
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Abdulla Ahmed Al Ghurair

Presidlent

BIEMID

STATEMENTS

1994 1993 1994 1993
Dh'O00 D000 US$:000 US$000
674,209 451375 183,558 122,890
3,765,044 2,951,177 1,025,060 803,479
7,082,552 6717229 1,928,274 1828813
134,055 105,705 36,497 28,779
404,084 543135 110,015 147,872
65,943 61,487 17,953 16,740
218,396 205,281 59,460 55,889
12,344,283 11035389 3,360,817 3004462
8,292,232  7,379861 2,257,618 2009219
2,017,019 1816522 549,148 494,561
118,867 126,703 32,362 34,496
3,844 3,861 1,047 1,051
162,696 103,299 44,295 28,124
471,585 467,658 128,392 127,323
11,066,243 9,897,904 3,012,862 2694774
542,321 516,496 147,650 140,619
180,344 145,906 49,100 39,724
245,000 245,000 66,703 66,703
- 25,825 - 7,031
404,280 300,562 110,068 81,830
(93,905) (96,304)  (25,566) (26,219)
1,278,080 1,137,485 347,955 309,688
12,344,283 11,035,389 3,360,817 3,004,462
1,297,790 980,475 353,332 266,941
1,974,780 1,381,754 537,648 376,192
2,149,667 2035569 585,262 554,198
5,422,237 4397798 1,476,242 1,197,331

Abdul Aziz Abdulla Al Ghurair
Chief Executive Officer
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GROUP FINANCIAL

NET INCOME
Increase in interest receivable and prepaid expenses
increase in interest payable and accrued expenses

Depreciation
NET CASH INFLOW FROM TRADING ACTIVITIES

Net increase in deposits
Net increase in loans and advances
Decrease in fong-term locns

Increase/{Decrease) in collections from ofther banks

NET CASH INFLOW/(OUTFLOW) FROM
OPERATING ACTIVITIES

Return on investments and servicing of finance:
Dividends paid
Minority interest

NET CASH OUTFLOW FROM RETURNS ON
INVESTMENTS AND SERVICING OF FINANCE

Invesiing activities:
Purchase/Sdle of investments
Unconsolidated subsidiary

Purchase of fixed assets (net of disposal)

NET CASH INFLOW/(OUTFLOW) FROM
INVESTING ACTIVITIES

INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS (Note 16)

* See notes fo consolidated financial statements

W

STATEMEN

SI OV

TS

1994 1993 1994 1993
Dh'000 Dh'000 US$'000 US$000
300,852 250,563 81,909 68,217
(28,350) 62,400 {7,718) 16,989
3,927 49,356 1,069 13,438
25,910 22,100 7,054 6,018
302,339 384,419 82,314 104,662
912,371 835,683 248,399 227,521
(365,323)  (1,243039)  (99,462)  (338,42¢)
{7,836) (11,249) (2,133) (3,063)
200,497 (176,881 54,587 {48,157)
1,042,048 (211,067) 283,705 {57,463}
{(103,299) (98,380)  (28,124) {26,785)
17 (335) 5 (91)
(103,282) (98,715)  (28,119) [26,876)
139,051 (113,378) 37,858 {30,868)
(4,456) (4,300) (1,213) {1,171)
(36,660) (29,486) {9,981 (8,028}
97,935 (147,164) 26,664 {40,067)
1,036,701 (456,946) 282,250 (124,406)

[6ROUP REPORT & ACCOUNTS 1994
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I‘

3.

4,

BACKGROUND

MashregBank psc was incorporated in the Emirate of Dubai in 1967 as Bank of Oman Limifed under a decree issued by the Ruler of Dubai and
changed its name o MashreqBank ps¢ on October , 1993, The Bank operates through its branches and subsidiaries in the United Arcl
Emircies, Bahrain, Egypt, Hong Kong, India, Kenya, Pakistan, Quatar, Sri Lanka, Sudan, United Kingdem and United States of America.

SIGNIFICANT ACCOUNTING POLICIES

" Accounting Cenvention

The conselidated financial statements are prepared under the historical cost convenfion.

Basis of Consolidation
The consolidated financial statements include the financil statements of MashreqBank psc and the following subsidiaries:

Bank of Oman Gverseas {USA) Inc. - US.A.
Oman Inernetional Finance Limited - Hong Keng
Oman Finance Company Limited - Dybai

Another subsidicry cempany, Omen nsurance Compony Limited, located in Dubei has been equity accounfed in consolidated financial
stelements. It has not been consolidated on the grounds of s dissimilar business activities.

Foreign Currencies

Transactions denominated in foreign curcencies are recorded in their respective local currencies af the rates of exchange prevailing at the fime
of the iransactions. Assets and fiabiliies denominated in foreign currencies at balance sheet date are franslated ot the exchange rates prevailing
ot that date, Gains and losses are reflacted in net income for the year,

Assets and licbilities of foreign bronches and subsidiaries are ranslted into UAE Dichams at the rates of exchange ruling at year-end. Income
and expenses are franslated of average rafes of exchange during the year. The Bank's investment in foreign branehes and subsidiaries is
franslated t histarical rates of exchange. The resulling differences are included under shareholders equity as cumulative translation adjustment.
Gains or lasses an forward exchange contracts are included in the determinction of net income for the yeor.

Provision against Doubthl Advances
Specific provisions are made agoinst advances when their recovery is in doubt, In addition, o general provision is maintained to cover losses
which, although not specifically idsntified, are likely to be present in any bank's portfolio of advances,

Investment in Securities
Investment securities that are held for long-term investment are stated ot cost, as adjusted for accretion of discounts and amorlization of
premiums, compuled by the interest method. The adjusted cost of the specific cerfificate sold is used to compue the gains or losses on the sale,

Trading account securifies are carried af market value. Goins or losses on sales of trading account securities, adjustments to market valves, and
other non-inferest income are included in trading account profits and commissions,

Fixed Assets and Depreciation
Land, buildings, equipment, office furniture and vehicles are stated ot <ost. Depreciation is defermined using the straight-fine method over the
estimated useful lives of the assets concarned as follows:

Bank building in Abu Dhabi 25 years
Other buildings 20 years
Office equipment und vehicles 5 years
Furniture, fixtyres and Computer mainframe hardware 7 years

Staff Terminal Benefits
Provision is made for estimated amounts required to cover end-of-service indemnity ot the balance sheet date as per U.A.E. Labour Law,

CASH AND BALANCES WITH CENTRAL BANK

At December 31, 1994 and 1993 there was Dh. 266 million and Dh, 198 million on deposit with the U.AE. Central Bank os required by
statute. These deposits are inferest-free.

DEPOSITS AND BALANCES DUE FROM BANKS

1994 1993
Dh'CO0 Dh*00G
Banks abroad 2,747,49% 2,186,000
Banks in the U.AE, 1,017,545 765,177
3,765,044 2,951,177

[sROUP REPORT & ACCOUNTS 1994| “TWENTY ONE



MashreqBank psc Group

Notes to the Consolidated
Financial Statements

for the years ended
December 31,

1994 and 1993
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MashregBank

N

GROUP FINANCIAL STATEMENTS

5.

6.

7.

9.

10.

INVESTMENTS IN SECURITIES AND OTHERS

1994 1993
Dh'000 DH'000
Trading portfolio ’ 144,794 165,538
Other quoted investments (market value
Dh 210 million in 1994 and Dh 228 million in 1993} . 207,379 234,284
Other investments {market value Dh 88 million in 1994 and
Dh 188 million in 1993} 51,911 143,313
404,084 543,135
INVESTMENT IN UNCONSOLIDATED SUBSIDIARY
1994 1993
D000 D000
Omon Insurance Company Limited -
Dubai [percentage shareholding - 63.65%} 65,943 61,487
FIXED ASSETS (NET)
Freehold Equipment,
londand  Office furniture
buildings & vehicles Totel
December 31, 1994 D000 D00 Dh'Q00
Bank’s own use:
Cost 135,071 114,862 249,933
Accumulated depreciation 30,582 62,892 93,474
Met carrying amount 104,489 51,970 156,459
Properiies acquired in setlement of debts 61,937
218,396
December 31, 1993 —_—
Bank's own usé:
Cost 122,964 96,647 219,611
Accumvlated depreciation 26,135 51,546 77681
Met carrying amount 946,829 45,10 141,930
Properties acquired in setfiement of debts 43,351
205,281
Depreciation charged to net income during 1994 aggregated Dh. 21 million (1993 - Dh. 19 million).
DEPOSITS AND BALANCES DUE TO BANKS - —
1994 1993
Dh'000 Dh'000 .
Due to Oxerseas Central Banks 40,536 -
Banks abroad 974,728 782,403
Banks in the U.AE. 1,001,755 1,034,119
2,017,019 1,816,522

LONG-TERM LOANS

The Real Estate Committee of the U.A.E. has refinanced real estate loans made by the Bank to various U.A.E. citizens which are included in

advances 1o custornars and are repayable withia 15 years from the date of loan disbursement. These loans are presently due to mature in 1995.

SHARE CAPITAL —
1994 1993
Dh 000 Dh ‘000
Authorized - 6,000,000 ordinary shares of Dh. 100 each 600,000 400,000
lssved ond fully paid - 5,423,210 erdinary shares
of Dh. 100 each (5,164,962 for 1993) ’ 542,321 516,496

TWENTY iwo [GROUP REPORT. ‘& ACCOUNTS 1994]
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13.
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16.
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MashregBank

FINANCIAL STATEMENTS

STATUTORY AND LEGAL RESERVES

In aecordance with Union Law 10/80 of LA.E., 10% of the profit for the year has been transferred to fhe statutory reserve. The legal reserve
relaftes to the Bank's Foreign operatians. Neither the statutory nor the legal reserves are available for distribution, Such transfers to reserves
may cease when the total reaches the levels established by fhe respective monetary authorities. In the case of United Aral Emirates, this leve! is
50% of the issued share capital,

The statutary and legal reserves are made up as follows:

1994 1993
Dh * 000 Dh 000
Balance, January 1 145,906 119,583
Statutory and legal reserves for the years 34,438 26,323
Balance, December 31 180,344 145,906

CUMULATIVE TRANSLATION ADJUSTMENT .
Cumulative transtation adjusiment reflects the Bank's accumulated exchange losses from franslafing the balance sheets of the Bank’s foreign
subsidiaries and branches into U.AE, Dithams.

1994 1993
Dh 000 Dh 000
Balance, January 1 96,304 93,315
Exchange rate changes during the year {2,399) 2,989
Balance, December 31 93,905 94,304

FOREIGN RESTRICTED ASSETS
Net assets equivalent o Dh. 121.965 million as of December 31, 1994, 1993 Dh. 53.3 milliori, maintained by cerfain branches of the Bank
operating outside the United Arob Emirates, are subject to exchange control regulatiens of the countries in which these branches operate.

COMMITMENTS
The Bank has & commitment of Dh. 27 million representing uncalled capital on an investment held by the Bank.

Forward exchange contracts for the purchase and sale of foreign currencies entered into in the normal caurse of business are coverad by
counter decls. These confracts are shown as “Contra Accounts - Cthers”. Forward exchange contracts aggregated Dh. 1.852 billion and
Ch. 1.879 bilfion at December 31, 1994 and 1§93 respectively.

TRANSLATION OF FINANCIAL STATEMENT
Equivalent United States Dollar amounts have been included for presentation purposes only. Translafions for 1994 and 1993 from United Arab
Emirates Dithams to U.S. Dollars were made ot the rate of Dithems 3.673 for each U.5. Dollar.

ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS COMPRISE THE FOLLOWING
BALANCE SHEET AMOUNTS:

Change
1994 1993 during the Year
Dh000 Dh'000 Dh'000

Cash on hand, current account and deposits with
Central Bank 674,209 451,375 222,834
Banks in the UAE. 1,017,545 765177 252,368
Banks abroad 2,747,499 2,186,000 561,499
4,439,253 3,402,552 1,036,701
[ Change
1993 1992 during the Year
: Dh 000 Bh'000 Ph’000

Cash on hand, current account and deposits with
Cenircl Bank 451,375 390,070 61,305
Banks in the U.AE. 765,177 664,653 100,524
Banks abroad 2,186,000 2,804,775 (618,775)
3,402,552 3,859,498 (456,946)

GROUP REPORT & ACCOUNTS 1994] WTWENTY THREE
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HOLDING COMPANY" S
STATEMENTS OF NET INCOME

MashreqBank psc | 1994 1993 1994 1993
Sﬁtemenm of Net Income Dh000 Dh' 000 UsS$ 000 Us$'000
. and Retained Earnings  |nerest income 678,565 547,048 184,744 148,938

for the years ended  Jnterest expense 302,127 220,536 82,256 60,042

December 31 :
Net inferest income 376,438 326,512 102,488 88,896
Net commission income 62,757 53,083 17,086 14,452
Equity earnings in subsidiories 48,807 62,309 13,288 16,964
Other income 138,883 135,859 37,812 34,988
TOTAL INCOME 626,885 577,763 170,674 157,300
General and administrative expenses 221,518 214,699 60,310 58,454
Provisions and other expenses 91,062 87,942 24,792 23,948
INCOME BEFORE TAXES 314,305 275,102 85,572 74,898
Taxes on income 13,453 24,539 3,663 6,681
NET INCOME 300,852 250,563 81,909 68,217
RETAINED EARNINGS:
Balance, January 1 300,562 205,446 81,830 55934
Net income for the year . 300,852 250,563 81,909 68,217
Profit available for uppropriqtién 601,414 456,009 163,739 124,151
Transfers to:
Statutory and legal reserves 34,438 26,323 9,376 7,166
Proposed bonus shares - 25,825 - 7,031
Proposed dividend 1 62,696_ 103,299 44,295_ 28,124
~ BALANCE, DECEMBER 31 404,280 300,562 110,068 81,830

“TWENTY FOUR |[GROUP REFPORT & ACCOUNTS 1974
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Balance Sheets as at

December 31

MashreqBank

HOLDING
BALANGCE

ASSETS

Cash and balances with central bank
Deposits and balances due fram beanks
Advances to cusfomer§ less provisions
Inferest receivable and other assets
Investments in securifies

Investments in subsidiaries

Fixed assets {net)

TOTAL ASSETS

LIABILITIES

Deposits from customers

Deposis and balances due to banks
Long-term loans

Propesed dividend

Interest payable and other liabilities

TOTAL UABILITIES

SHAREHOLDERS' FUNDS
Share Capital

Statutory and legal reserves
Generdl reserve

Proposed bonus shares
Retained earnings

Cumulative translation adjustment

TOTAL SHAREHOLDERS' FUNDS

TOTAL LABILITIES AND SHAREHOLDERS' FUNDS

COMPANY " 5
SHEETS

1994 1993 1994 1993
Dh'000 Dh'000 US$'000 US$000
673,564 451,169 183,383 122,834
3,778,596  2,943829 1,028,749 801,478
6,590,921  ¢202,303 1,794,424 1,688 620
138,129 127,114 37,607 34,608
373,169 511,860 101,598 139,357
325,627 317,882 88,654 86,546
213,156 200,369 58,033 54,552
12,093,162 10754526 3,292,488 2,927 995
8.231,292 7330803 2,241,027 1995843
2015711 1832795 548,791 498,991
112,944 119,965 30,750 32,661
162,696 103,299 44,295 28,124
282,748 220,549 76,980 60,046
10,805,391 9607411 2,941,843 2415485
542,321 516,496 147,650 140,619
180,344 145,906 49,100 39,724
245,000 245,000 66,703 66,703

. 25,825 - 7,031
404,280 300,562 110,068 81,830
(84,174) (86,674)  (22,916) 123,597)

1,287,771 1,147,115 350,605 312,310 -

12,093,162 10754526 3,292,448 2,977 995

[SROUVP REPORY & ACCOUNTS 1994] IENEW wenty ¢1vr
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