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Snstoad of trying to predict the Juture, wo should thiak
how to prepare ourselies to meet the unexpected.  Instead of identify
ing opportunities, we should croate thom. Sustead of matching com-
pelitors capabilitios, we should croats capabilitios which are difffcult to
ateh. Justead of meeting the expressed needs and expectations of
customers, we should anticipate their fubure needs and delight them.
Jarufeac[ o/ /imi:fing ourselves to improve existing a/c/fucry C[!mme[;, we
should create allornative dolivery channels to mect the future reguive-
ments of customers.  Instead of chasing the existing recenae streams.
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MashreqBank psc

Established in 1967

Head Office: PO Box 1250, Dubai,
United Arab Emirates.

Tel: 229131 (30 lines)

Telefax: 2260481

Tix: 45429 MSHQHO EM

Cable: MASHREGBNK
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CHAIRMAN Saif Ahmed Al Ghurair
DEPUTY CHAIRMAN Mohammed Ibrahim Obaidullah
DIRECTORS Abdulla Ahmed Al Ghurair

Abdul Aziz Abdulla Al Ghurair
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CHAIRMAN’S REPORT

On behalf of the Board of Directors, | am pleased fo present to you the
Annual Report of MashreqBank Group for 1995. The Bank's financial

performance during the year has been more than satisfactory. The

The total assets of the Bank increased by 11.5% to Dh 13,764 million.
Customer loans and advances grew by 12%; however, liquid assefs to

total assets rafio remained strong at 38%.

j ée/ieue oLy gjng term vision, c:ou/o/ea/ wiL% o aéi/if% to a/eue/O/o

new capaéi/éh’ed i%roug/a continuous /earning, ensures Am’g[zf

//uh,we a,nd conl‘inowc{ Jprogress.

stretich goals that the Bank had set for iiself were well achieved and
the net profit for the year reached an all time peak of Dh 324 million -
a heolthy growth of 8% over 1994. Inspite of pressure on margins due

THE DUBAI QUALITY AWARD
(RIGHT) AND THE AWARD
PRESENTED BY THE INSTITUTE
OF STORE PLANNERS AND
Yi1SUAL MERCHANDISING
AND STORE DESIGN
MAGAZINE (LEFT)

IN THE USA.

to intense competition and glob-
alisation of markets, the net
interest income improved by
8.3% from Dh 477 million 1o
Dh 517 million. The fee and

other income increased by

j 18.4% from Dh 222 million to
Dh 243 million. Administrative
ond other expenses grew by

2% from Dh 247 million to

Dh 251 million. The rise in
expenses is aftributed to
the development of
infrastructure to sustain
the future growth of the
Bank. Provision and other expenses increased by Ijh 55 million mainly

due to downgrading of certain loans in Pakistan.

GROUP REPORT

Customer deposit mobilisation programme in the Bank’s quest fo
mainiin a comfortable liquidity position manifested in innovafive
product offerings. This had considerable success and deposits grew by
18.2% to Dh 9,7‘:’7 million. Advances to customer deposits ratio
improved from 85.4 % to 80.9%, Shareholders’ funds increased from
Dh 1,278 million to Dh 1,434 million - an increase of 12.2%. Capital
to risk weighted assets rafio remained over 16% against the statutory
requirement of 10%. Return on average assets and cxverogé equity

continued to be strong at 2.48% and 24% respectively.

Notwithstanding improved earnings per share from Dh 55.5 to Dh 59.8,
the Board has decided to recomimend o cash dividend of 30%, same
as last year, in order fo further strengthen shareholders’ equity base to

sustain future growth plans of the Bank.

UAE Economy and Trade ,

Non-oil trade of UAE remained upbeat during 1995, Although
imports which have been growing at a fast rate since 1991 slowed
down, it is expected to reach Dh 85 billion mark in 1995 against
Dh 80.6 billion in 1994, On the other hand exports and re-exports
showed a marked improvement. Oil exports which declined in 1993
and 1994 due to depressed oil prices are expected to improve mar-
ginally. Positive trade balance which wos Dh 12.8 billion in 1994 js
expected o improve. Dubai non-oil trade is estimated to grow gt o
modest rate of 4.7% as compared to the same period last year. The

General Council of the World Trade Organisation (WTQ) accepted

ACCOUNTS 1995
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EUROMONEY SELECTS
MASHREQBANK AS THE
/ BEST BANK IN THE UAE.
L]
[}
; IMPORTANT INDICATORS 1995 1994 e
: Advances to total deposits 68% 69% United Arab E:'nirates ‘
‘ tiquidity (Liquid assets to total assets) 38% 38% mmf;ﬂfﬂ“&mn 1990, Masheeg: |
Bank is reaping the benefics of investment in
Capital ond reserves to total assets 10.4% 10.3% management and aciomaton.
‘ Return on average shareholders’ funds [Pre-tax}  25% 26%
Return on average shareholders’ funds {Aftertax) 24% 25%
Return on c\}ercge assets {Pre-tax} 2.58% 2.69%
Return on average ossets [After-tax) 2.48% 2.57%
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THE INNOVATIVE MASHREQBANK MEMBERSHIP CENTRE.

PERSONALISED SERVICE AT ITS BEST.
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the UAE market access schedule, paving the way for the UAE to
become a member of the World Trade body. It is expected to give an
impetus to economic growth, open new markets, and at the same fime

remove obstacles in UAE exports.

During the year oil prices improved and are expecied to average
US$ 17 o barrel against US$ 15.5 in 1994; therefore inspite of pro-
duction staying at the 1994 level, the contribution of oil sector to the

country’s GDP is expected to grow. Contribution of non-oil sector to

the country’s GDP has steadily been increasing year after year and -

wos 67% in 1994, Government confinued ifs emphasis on growth of
industry in the UAE and during the last two decades has invested more
than Dh 25 billion in this sector. Due to the government policies of
encouraging investment in this sector and establishment of various free
frade zones, private investment has also been substantial. During the
year more than 100 companies set up base in Jebel Ali Free Zone
taking the total number of firms operating in the free zone to 888 while
total investment reached Dh 6 billion. The construction sector also
continued fo grow, both on account of private construction and large

government projects related to infrastructure, leisure and tourism.

The capital market got a boost with the successful floatation of three
major new shares during the year. The long awaited stock
exchange is expected to be opened during 1996 which would
streamline this market and
facilitate the privatisation

programme.

MASHREQFIRST VISA AND
MASTERCARD. THE FIRST OF A NEW
GENERATION OF CREDIT CARDS.

GRCUP
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Public Finance

The Government of UAE has confinued its austerity programme o bal-
ance the budget. The federal budget for first half of 1995 recorded o
surplus of Dh 895 million against o total surplus of Dh 547 million in
1994. This was conirary to projected deficit of around Dh 1.4 billion
for 1995. Overall consolidated account of UAE finance in 1994
posted a deficit of Dh 15.9 billion. The trend is expected to continue in
1995. -

Monetary and Banking Scene
The upswing in interest rates wiinessed during 1994 reversed and
rates declined during 1995. Credit demand remained sirong. Total
assets of commercial banks in the UAE reached Dh 175.9 billion as at
end of June 1995, registering a growth of 2.5% over December 1994.
Net domestic cred?t during the same period expanded to Dh 71.7 billion
- an increase of 10% over last year. Customer and government
deposits reached Dh 87.1 billion - a rise of around 5% over 1994.
Rise in monetary deposits and currency in circulation affected money
supply (M1} which grew by 7.2% to Dh 20.5 billion in the first half of
1995. Domestic liquidity {M2) increased by 5.5% to Dh 77.9 billion.
Overall liquidity (M3) jumped to Dh 97.5 billion - a rise of 5%.
Dirham exchange rate against US$ remained unchanged;
consequenfly Dirham exchange rate against other
major currencies declined as o result of the
7 weakened dollar. Central Bank, in its
endeavour fo organise Banking and
Financial Markets in UAE, issued new
guidelines fo regu|oie invesfme'nf,
brokerage and financial consultancy
companies. Economic and mone-
fary trends and government policies
augur well for the continued

growth for the financial sector in the UAE.

ACCOUNTS
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puBAl CROWN PRINCE AND U.A.E MINISTER OF DEFENCE H.H. GENERAL SHEIKH
MOHAMMED BIN RASHID AL MAKTOUM HANDING OVER THE PRESTIGIOUS DUBAI QUALITY
AWARD TO THE PRESIDENT OF MASHREQBANK ABDULLA AHMED AL GHURAIR.

"
:
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' It is o matter of great safisfaction that your Bank which has been an which has enabled them to achieve these results. | would dlso fike to
active partner in the economic growth of the country is today well place on record our thanks to the Government of the UAE and the
} positioned to play a key role in the future development of the financial Ceniral Bank for their support and guidance.
services indusiry in the UAE. | believe the long-term vision of the Bank,
coupled with its ability to develap new capabilities through continuous
learning, ensures o bright future and continued progress. Credit for SAIF AHMED AL GHURAIR
positioning the Bank at the forefront of the indusiry goes to the out- Chairman
standing leadership provided by the President and the Chief Executive
Officer, together with the dedicated efforts of our professional associ-
ates. On behalf of the Board | thank them for their immense contribu-
] tion and for winning laurels for the Bank locally and internationally. It

is their unending quest fer quality, innovation and customer delight

GRQUP REPORT & ACCOUNTS 1995
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REVIEW BY CHIEF EXECUTIVE OFFICER

LooxkinGg BACK.

I look back af the year 1995 with a tremendous sense of pride and
achievement. It was a year that witnessed MashregBank scaling new
heights. A year of accomplishment of our Mission First Choice. A
year of unsurpassed financial perFormcmce.' A year of accolades and

acclaim, both local and infernational.

\706;,/@ we are conjiczerecj to ée @ /ea,a/er in fAe
7 ,

LLOOKING FORWARD.

We are constantly changing, improving and upgrading our services to
exceed customers’ expectations and to remain their First Choice. |t js
this burning desire shared by every member of the MashregFamily
that has led to o dromatic 34% improvement in our customer satisfaction

rafing during the last three years.

//énancia/ services

inc/aufrg L L%e Ma ée it innovation, use o/ dfafe-oﬁfée-arf

fec/&no/ogg, /mﬂoducf range or a/ijfriéufion cu/z,a/ a/e/iuer'% netwbréd.

Three years ago we
had set for cursebves &
challenging  mission,
approprictely  called
Mission First Choice,
to be accomplished
by the end of 1995..
During this period we
have made tremen-
dous progress on all
fronts. Today we are
considered to be a
leader in the financial services industry in the UAE; be it innovation,
use of state-of-the-art technology, product range or disfribution and
delivery networks. We are dlso acknowledged as o bank in quest of
customer delight - offering innovative and value added products
backed by excellent service. And it is this winning combination that

has helped us achieve an outstanding financial performance.

The pulse of customers is a barometer which we never lose sight of.

GROUP REPORT
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Our efforts have been well recognised in terms of awards bestowed
on us.

® During the year the Government of Dubai insfituted the Dubai
Quality Award, modelled after the Malcolm Baldrige National Quality
Awards in the USA. The stringent criteria looked for customer focus
and quality sensitivity in all fields of operation. It is indeed an honour
for us that we won this covefed award in the year of its inception.

® OQur prototype branch at Al Khalee] Road in Dubai won first
place from among over 600 entries in an international sfore design
competition organised by the Institute of Store Planners and Visual
Merchandising and Store Désign magazine in the USA. This was
the first time in the history of the award that a Middle East based
company won top honours.

® We were also selected as the Best Bank in the UAE by Euromoney,
the highly respected financiol magazine. They cited our innovative
approach and technological sirengths.

All this is a fitting tribute fo our partners and associates without whom

it would not have been possible.

These accomplishments have vindicated our strategies which were
carefully planned and effectively implemented. However, success has

not made us complacent. Rather, it has had an invigorating effect on

ACCOUNTS 1995




i
/
i
H
H
'
¥

- Similarly MashreqChoice, the first value

MashregBank

our Fr;Jthe aspirations and strengthened our resolve to continue seek-
ing break-through performances in the future. It has also reinforced

our commitment to the Vision of establishing MashregBank as a world

class organization.

Success in the UAE

Mcshreqéank has historically enjoyed o strong retail and commercial
business franchise in the UAE. During the year we succeeded in
improving our already hedlthy market share by offering innovative
products, re-engineering our customer focussed services, applying
sound mufkeﬁng technicues, deploying comprehensive service delivery

channels and exercising prudent risk management.

The Retaif Banking. Group maintained its leadership in consumer lending,
card business and liability products. MashregMiflionaire, a unique
investment product, was launched and -

caught the instant fancy of the community.

added packaged bank account, attracted

thousands of new customers.

Another innovative service called
Mashreqgline now gives customers round-
the-clock access to the Bank. This new Call
Centre has been set up as @ prelude to a
world-class model in direct banking. Polite
and well-rained personnel answer customer
queries, facilitate account opening, acti-
vate credit cards and cross sell the entire
spectrum of our products and services - afl
via the convenience of a telephone! This
Centre is a component of our overall alfer- >

native delivery strategy. A dedicated Customer Relations Unif is oper-

afional to listen to the voice of customers and take necessary action

GROUP REPORT
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within a committed time-frame. Customers are encouraged to com-
municate with us through Feedback Cards placed at branches and
through tofl-free direct telephone lines. In order to further enhance
customer convenience, we opened a new branch in Abu Dhabi, relocated
one branch in Dubai and increased the number of on and off-site
ATMs to forty nine. | am happy to state that the annval Customer
Satisfaction Survey continues to reveal further improvements in our

customer satisfaction levels for the third consecutive year.

The Commercial Banking Group fine-tuned its organisafion siructure
fo enhance market focus, penefrate targeted untapped market seg-
ments and diversify its asset portfolio with encouraging results.
During the year average assets, off balance sheet business and profits

of the Group increased substantially. Non-interest income to gross

income ratio reached a very comfortable level. With the creation of o

MASHREQLINE. ON CALL ROUND-THE-CLOCK,
ROUND-THE-YEAR.

ELEVEN
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THE FIRST MASHREQMILLIONAIRE. SMILING ALL THE WAY
TO THE BANK.

illionaire 'MushreinHionqi;e
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Millionaire.  FESIMashreqReaS:
Y L
MashreqMillionaire.

dedicated Liability Management Team, the Group is expacted to further
breaden its deposit base. The scope of treasury products offered o
our customers was enhanced to enable them to hedge the market risk
effectively. Credit culture is reinforced through ongoing fraining; the
credit risk assessment and monitoring process has been re-engineered
fo ensure the quality of our Bank’s assef portfolio while remaining

responsive fo customers’ business needs.

A Global Perspective

MashregBank’s international operations, comprising 15 offices in 11
countries, had mixed results during the year. Qlatar, Sri kanka, Egypt,
India, Hong Kong and the US offices performed very well and con-
tributed 70% to the Infernational Banking Group's boftom line. The
operations in Pakistan remained affected by recession in the textile

industry which has delayed their return to profitability. Results of

GROUP REPORT

& ACCOUNTS

Sudan, Kenya, Bohrain and the UK operaiions have

been satisfactory.

This year marked the culmination of the censolidation
phase of our international operations. Based on
strong foundations laid during the last five years, we
are noQ poised for growth in select markets. Given
the leadership position of MashreqBank in consumer
banking in the UAE, we ha\:e drawn up an ambitious
strarégy fo |everqge our strength in markets which
have synergies like India, Pakistan, Egypt, Qatar and
Sri Lanka.

Excellence Runs in the Family

Oman Finance Company (OFC) our wholly owned
subsidiory, moin|y engc:ged in consumer finance, is
diversifying into other sectors of the UAE industry.
OFC strengthened its leadership in Auto Finance by
revamping its product offerings in tune with changing market needs.
‘CARF’, an innovative consumer lending product was successfully
launched. Aliernate delivery channels have been exploited through
remote on-line access to the system. The Company also initiated o
major restructuring project fo reposifion ifself in the market with a new

corporate identity which will be completed next year.

Perfecting Risk Management

In today’s highly volatile economic environment, effeciive risk manage-
ment has become a crifical dimension of success for all financial insti-
tutions. The understanding of the Risk-Reward equation and its market
dependent complexities has been, and remains the comerstone of our

policy. During the year, credit review and operaiional audit were further

1995
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strengthened by inducting more highly skilled professionals. In
addition, we developed a new risk mairix, a risk evaluation based
audit system, a guest examiner programme and intensive risk

assessment training.

Attracting and Nurturing Talent

Human Resources Development remained a top priority of the Bank.
We have adopted @ new recrvitment strategy to atiract high calibre
professionals by using the concepts of assessment centres and apply-
ing psychometric tests. A luboratory was set up to train new recruits
in a live operational environment. Competency models were devel-
oped while competency gaps and training needs were identified

fhrough career deve|opment cenires.

The Bank takes pride in providing most dynamic learning opportuni-
ties and professional value enhancement to all members of the
MashregFamily. Our investment in training and development of
human resources remains the highest among all banks in the UAE.
During the year, 1,721 participants attended in-house or external
courses and seminars in diversified areas. It is a matter of greai pride
that we are frequently requested to share our knowledge and experi-

ence at-national and international forums.

Towards 1996 and Beyond

We at MashreqBank believe that the uncertainties of the future provide
opportunities for those who can anticipate and constanily adapt to
changes. With this paradigm, a Strategy Conference was held in
August 1995, |t was o time to revisit our Vision, Mission, Goals and
Strategic priorities. This required retrospection into our past perfor-
mance, plenty of brain-storming and deliberations over the Bank's
tuture direction. The exercise was aimed at anticipating market

needs, leveraging our strengths and developing required competencies

GROUP REPORT
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to capitalize on the opportunifies expected to arise in the region and

select markets world-wide,

Against this backdrop and factors such as regional and global
economic outlook, government policies, regulatéry environment,
compefifion and our own Vision, a blueprint of our sirategy for the
next three years was developed. The new Mission Statement,
Corporate Goals and Strategic Priorities will be communicated o all

our pariners soen fo gain their commitment.

| am confident that the goals we have established for ourselves and
the plans we have developed to accomplish them will enable us

achieve even better results in the years ahead and will no doubt

reward all our stakeholders handsomely.

ABDUL AZIZ ABDULLA AL GHURAIR
Chief Executive Officer

Classification of Assets

(1994)

[57%)  Advances

{4%) Investments

[3%) Other Assets

(36%)  Cash & Bank
Balances

Classification of Liabilities

1995 {1994}
- 1% {67%)  Customer Deposits
13% (17%} Bank Deposits
S— 11%  (10%  Shareholders’ Funds
5% (6%) kong term & other
- Lighilities

1995
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FiNaNcIAL HiIGHLIGHTS

TOTAL ASSETS (Million Dirhams)

CUSTOMER DEPOSITS/BANK DEPOSITS AND ADVANCES (Million Dirhams)

Bank Deposits € > Customer Deposits 4 ; Advances

TOTAL INCOME COMPOSITION {Million Dirhams)

¢ Total Income @ 23 Interest Income (net) ¢ - Exchange Profit

Miscellaneous Commission (net)

GROUP REPORT & ACCOUNTS 1995
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GROWTH PATTERN OF GROSS INCOME,
OPERATING COSTS & NET PROFITS AFTER TAX (Million Dirhams)

€ 3 Grossincome . Operating Costs € Net Profit after Tax
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SHAREHOLDERS' FUNDS & BREAK-UP VALUE PER SHARE
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WORLDWIDE NETWOR K

ALEXANDRIA, TAIRO

BAMRALIN
MAIRG3BI]
KHARTOUM

LAHORE

U.AE. BRANCHES

ABU DHAB!
Airport Road
Tel: 335600, Fox: 212822

Al Salem i
Tel: 786500, Fax: 742482

Baniyas :
Tel: 5121100, Fox: 5122115

Sh. Khalifa Sireet
Tel: 332300, Fox; 345935

Muroor
Tel: 481858, Fax: 481821

Al Mushrif
Tel: 432424, Fox: 431717

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

Ali lon Abi Taleb St.
Tel: 669968, Fax: 668896

AJIMAN
Tel: 422440, Fax: 426690

DUBAI
Bur Juman
Tel: 527103, Fax: 522035

Hor Al Anz
Tel: 623100, Fox; 662887

Al Jumairg -
Tel: 441600, Fax: 442322

Khor Dubai
Tel: 534000, Fax: 531854

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

Riga
Tel: 211120, Fox: 233785

Al Diyafoh Road
Tel: 312645, Fax: 312713

Sug Al Kabir
Tel: 264176/264178
Fox: 266783

Jebe! Ali
Tel: 815355, Fox: 816628

FUJAIRAH
Dibba
Tel: 444230, Fox: 443831

Fujairah
Tel: 222754/221100/222493
Fax: 2246860

RAS AL KHAIMAH

Al Nakheel

Tel: 221695/221621/226655
Fox: 221880

Ros Al Khaimah
Tel: 333644, Fax: 333620

SHARJAH

Al Boorj Avenue

Tel: 351346/354873
Fox: 372903

Dheid
Tel: 822114/822899
Fax: 822414

GROUP

REPORT

Kalba
Tel: 777430/778506/779669
Fax; 778950

Khorfakkan

Tel: 385295/385259/386805

Fox: 387189

UMM AL QUWAIN
Tel: 666948
Fax: 664948

OVERSEAS BRANCHES

AFRICA

EGYPT

Alexandria

Tel: (203) 495551
Fax: (203) 4912900
The: 54634 MSHG UN

Caire

Tel: (202) 5710417/5710419
Fax: [202) 5710423

The: 23384 MSHG UN

KENYA

Nairobi

Tel: [254-2) 330562 (5 lines)
Fox: (254-2) 330792

Tlx: 22596 MSHG NBJ

SUDAN

Khartoum

Tel: (249-11) 772881 /77296%
Fax; (249-11) 772743

The: 22124 MSHQ $D,

226463 MSHQ SD

& ACCOUNTS

ASIA
INDIA
Bombay

Tel: (91-22) 2026096/2024193

Fax; (91-22) 2873305
Tlx: 1185936
MSHEG IN

PAKISTAN

Korachi

Tel: (92-21) 5610391 (5 lines)
Fax: {$2-21) 5610830

Tlx: 20230 MSHG PK

Peshawar

Tel: {92-521) 272351 {2 lines}
Fax: [92-521) 276320

Thx: 52325 MSHQ PK

Lohore

Tel: (92-42) 6302063 {5 lines)
Fax: (92-42) 6363062

Tix; 44712 MSHG PK

SRI LANKA

Colombo

Tel: (941) 447216 |4 lines)
Fox: {941} 447220

Tlx: 21466 MSHQ CE

MIDDLE EAST
BAHRAIN

Tel: {9731 210114
Fax: [973) 2135146
Tlx: 9565 MSHG BN,
9566 MSHQ BN

QATAR

Doha

Tel: (974) 413213 {4 lines)
Fox: (974} 413880

Tlx: 4235 MSHGQ DH

P9 9s

BOMABAY

EUROPE

UNITED KINGDOM
Landen

Tel: (44-171) 247-6395
Fax: [44-171} 410-0832
Tlx: 883429 MSHQLN

AMERICA

U.S.A,

New York

Tel: {1-212) 545-8200

Fax: (1-212) 545-0918/0%91%
Tlx: 239881 MSHQ NY,
271943 MSHQ NY

SUBSIDIARIES

UAE.

Dubai

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

H.O. Tel: 690700

Fox: 609110

Tlx: 46030 OIC Em

Oman Finance Company (Pvi) Lid.
{14 Branches in U.A.E)
H.C. Tel: 288444 (7 lines)
Fax; 228189

HONG KONG

Omen internctional Finance Lid.
Tel: {852) 5212938 (10 fines)
Fax: [852) 5214289

Thx: 63581 OMAN HX,
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. : B MashregBank

The Shareholders,
MashreqBank psc,
Dubai,

United Arab Emirates

We have audited the accompanying consolidated balance sheet
of MashreqBank psc ~—Group as of December 31, 1995 and the
related consolidated statements of income and retained earn-
ings, and cash flows for the year then ended. These financial
statements 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 Internationai
Standards on Auditing. Those standards require that we plan
and perform the audit to obtain reasona?le assurance about
whether the financial statements are free of material mis-state-
ment.  An audit includes examining, on a fest basis, evidence
supporting the amounts and disclosures in the financial state-
ments. An audit ofso includes assessing the accounting princi-
ples used and significant estimates made by management, as
well as evaluating the overall financial statement presentation.
We befieve that our audit provides a reasonoble basis for our

opinion.
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INDEPENDENT
AUDITOR'S

REPORT

In our opinion, the financial statements present fairly, in all material
respects, the financial position of the Bank as of December 31,
1995 and of the results of its operations and its cash flows for
the year then ended in conformity with the policies described in

Note 2 fo the financial statements.

Also, in our opinion, proper books of account have been main-
tained by the Bank and the information included in the Directors’ 7
Report is in agreement with the accounting records of the Bank.
We obiained all the information and explanations which we con-
sidered 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 operations for the year.

Dubai

January 4, 1996, Deloitte & Touche

SEVENTEE
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< _ FINANCIAL

\,

STATEMENTS
CONSOL[DATED STATEMENTS
OF NET INCOME AND RETAINED

EARNINGS FOR THE YEARS

ENDED DECEMBER 31

1995 1994 1695 1994

Note D000 Dh’000 Us$000 US$000
Interest income 1,016,457 782,713 276,738 213,099
Interest expense 499 473 305,547 135,985 83,187
Net interest income 516,984 477,164 140,753 129,912
Net commission income 79,876 65,064 21,747 17,714
Equity earnings in uncansolidated subsidiary 6 16,308 9,230 4,440 2,513
Other income 166,964 147,898 45,457 40,2664
TOTAL INCOME 780,132 699,358 212,397 190,405
General and administrative expenses 251,162 247,205 68,381 67,303
Provisions and other expenses 192,354 137,756 52,370 37,505
INCOME BEFORE TAXES - 336,616 . 314,397 21,646 85,597
Taxes on income 12,364 13,545 3,366 3,488
NET INCOME 324,252 © 300,852 88,280 81,909
RETAINED EARNINGS:
Balance, Junuary 1 404,280 300,562 110,068 81,830
Net income for the year 324,252 300,852 88,280 81,909
Profit available for appropriation . 728,532 601,414 198,348 163,739
Transfers to: _
Statutory and legal reserves | 11 40,993 34,438 11,161 9,376
General reserve 67,000 - 18,241
Proposed dividend 162,696 162,696 44,295 44,295
BALANCE, DECEMBER 31 ’ 457,843 404,280 124,651 110,068

* See notes to consolidated financial staterments
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MashreqBank ‘_‘-..k}\w’() sk, - Group

FINANCIAL

' STATEMENTS
CONSOLIDATED BALANCE SHEETS

AS AT DECEMBER 31

1995 1994 1995 1994

Note Dh*000 D000 Us$'000 UsS$000
ASSETS
Cash and balances with central banks 3 1,095,265 674,209 298,194 183,558
Deposits and balances due from banks 4 3,796,981 3,765,044 1,033,755 1,025,060
Advances to customers Jess provisions 7,933,255 7,082,552 2,159,884 1,928,274
Interest receivable and other assets 191,115 134,055 52,032 36,497
Investment in securities and others 5 459,148 404,084 125,006 110,015
Investment in unconsclidated subsidiary 6 75,887 65,943 20,661 17,953

- Fixed assets {net] 7 212,980 218,394 57,985 59,460 -
TOTAL ASSETS ' 13,764,631 12,344,283 3,747,517 3,360,817
LIABILITIES .

- Deposits from customers ‘ 9,797,422 8,292,232 2,667,417 2,257,618 -
Deposits and balances due to banks 8 1,819,525 2,017,019 495,378 549,148
Long-term loans 9 n 1,082 118,867 30,243 32,362
Minority interest 4,006 3,844 1,091 1,047
Proposed dividand o 162,696 . 162,696 44,295 44,295
Interest payable and other ligbilities 435,733 471,585 118,631 128,392
TOTAL LIARILITIES 12,330,464 11,066,243 3,357,055 3,012,842
SHAREHOLDERS’ FUNDS
_Share Capital 10 542,321 542,321 147,650 147,650
Statutory and legal reserves 11 221,337 180,344 60,261 49,100
Generdl reserve .312,000 245,000 84,944 66,703
Retoined earnings 457,843 404,280 124,651 110,068
Cumulative translation adjustment 12 99,334) (93,905) {27,044) (25,566)
TOTAL SHAREHOLDERS' FUNDS 1,434,167 1,278,040 390,462 347,955
TOTAL LABILITIES AND SHAREHOLDERS' FUNDS 13,764,631 12,344,283 3,747,517 3,360,817

- CONTRA ACCOUNTS (MEMORANDA): .
Lefters of credit 1,506,722 1,297,790 410,215 353,332
Letters of guarantee and acceptances 2,294,015 1,974,780 " 624,562 537,648
Others 14 2,256,970 2,149,667 614,476 585,242
6,057,707 5,422,237 1,649,253 1,476,242
Saif Ahmed Al Ghurair Abdulla Ahmed Al Ghurair Abdul Aziz Abdulla Al Ghurgir
Chairman President Chief Executive Officer

* See notes to consolidated financial statements

HINETEEN
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FINANCIAL

STATEMENTS
CONSOLIDATED STATEMENTS
OF CASH FLOW FOR THE YEARS

ENDED DECEMBER 31

1995 1994 1995 1994

Ph'0C0 Dh'000 US$'000 us$000
NET INCOME 324,252 300,852 88,280 81,909
Increase in interest receivcble and prepaid expenses (57,060} {28,350) {15,535) {7,718)
increase/{Decreose} in interest payable and acerved expenses (35,852) . ~ 3,927 [9,761) 1,069
Depreciation 23,111 21,337 6,292 5,809
NET CASH INFLOW FROM TRADING ACTIVITIES 254,451 297 766 69,276 81,069
Net increase in deposits 1,505,190 212,371 409,798 248,399
Net increase in loans and advances {850,703) (365,323) {231,610 ($9,462)
Decrease in long-term loans 1{7,785) {7,836) (2,119 (2,133)
Increase/{Decrease) in collections from other banks {197,494} 200,497 {53,769) 54,587
NET CASH INFLOW FROM ‘
OPERATING ACTIVITIES 703,659 1,037,475 191,576 282,460
Return on investments and servicing of finance:
Dividends paid (162,696) (103,299) (44,295 (28,124}
Minority interest 162 {17) 44 {5}
NET CASH OUTFLOW FROM RETURNS ON
INVESTMENTS AND SERVICING OF FINANCE (162,534) (103,314) {44,251) (28,129}
Investing activities: .
Purchase/Sdle of investments {55,064) 132,051 (14,992} 37,858
Unconselidated subsidiary {9,944) (4,456) (2,707) (1,213)
Purchase of fixed assets (net of disposal) (17,695} (34,452) 4,818) (9,379}
Cumulative translation adjustment {5,429} 2,399 (1,478) 653
NET CASH INFLOW/{OUTFLOW) FROM )
INVESTING ACTIVITIES {88,132 102,542 (23,995) 27,919
INCREASE IN CASH AND
CASH EQUIVALENTS (Note 16} 452,993 1,036,701 123,330 282,250

* See notes to consolidated financial statements
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MashreqBank N W S Mk, FROU,P .
' ' " - FINANCIAL -
STAtEMENTS, -
NOTES TO THE CONSOLIDATED '
FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31 >

1995 AND 1994

BACKGROUND

MashregBank psc was incorporated in the Emirole of Dubal in 1967 as Bank of Oman Limited under a decree issued by the Ruler of Dubgi and
changed its nome to MashreqBank psc on October 1, 1993. The Bank eperotes through its branches and subsidiaries in the United Arab
Emirates, Bahrain, Egypt, Hong Kong, India, Kenya, Pakistan, Qatar, $ri Lanka, Sudan, United Kingdom and United States of America,

SIGNIFICANT ACCOUNTING POLICIES

Accounting Convention

The consolidated financial statements are prepared under the historical cost convention.
Basis of Consolidaticn

The consolidoted financia! statements include the financial statements of Mushrquuni: psc and the following subsidiaries:

Bank of Oman Overseas [USA Inc. - US.A.
Oman Internafional Finance Limited - Hong Keng
Oman Finarke Company timited - Duboai

Another subsidiary compeny, Oman Insurance Company Limited, located in Dubai has been equity accounted in consolidated financial statements.
It has not been cansolidated on the grounds of its dissimilar business aetivities.

Foreign Currencies

Transactions denominated in foreign currencies are recorded in their respeciive local currencies o the rates of exchange prevaifing of the lime of the
tronsactions. Assets and liabilities denominated in foreign currencies ai balance sheet date are translated a the excﬁcnge rates prevailing at that
date. Gains and losses are reflected in net income for the year. ‘

Assets and liabilities of forsign bronches and subsidiaries are translated into UAE Dirhams of the rates of exchange ruling ai year-end. income and
expenses are franslaled ot average rates of exchange during the year. The Bank's investment in foreign branches and subsidiaries is translated of
historical rates of excharge. The resulting differences are included under shareholders’ equity as cumidative franslation adjustment.

Gains or losses on forward exchange contracts are included in the determination of ret income for the year.

Provision against DoubHul Advances

Specific provisions are made against advances when their recovery is in doubt In oddition, a general provision is maintined to cover losses which,
although not specifically identified, are likely 1o be present in any bank's porffolic of advances.

Investment in Securities

Investment securities that are held for long-term invesiment are stated at cost, os adjusted for acerefion of discounts and amortization of premivms,
computed by the interest method. The adjusted cost of the specific certificale sold is used to compute the gains or losses on the scle.

Trading account securities are carried ot market value. Gains or losses on sales of trading aecount securities, adjustments o market values, and -
other non-interest income are included in trading account profits and commissions.

Fixed Assets and Depreciation

Land, buildings, equipment, office furniture and vehicles are stated at cost. Depreciction is determined using the straight-line mefhod over the esti-
mated vseful lives of the assets concerned os follows:

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

Staff Terminal Benefits
Provision is made for estimated cmounts required fo cover end-of-service indeminily ot the bolance sheet date as per ULA.E. Labour Law,

CASH AND BALANCES WITH CENTRAL BANK
At December 31, 1995 and 1994 there was Dhs 320 million and Dh. 266 million on deposit with the U.AE. Ceniral Bank as required by statute.
These deposits are inferest-free.

DEPOSITS AND BALANCES DUE FROM BANKS

1995 1994
Dh'000 Dh'000
Banks abroad . 3,095,430 2,747,499
Banks in the U.AE. 701,551 1,017,545
3,796,981 3,765,044

TWENTY ONMNE
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STATEMENTYTS
NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS FOR

THE YEARS ENDED DECEMBER =1 »

1995 AND 199294
3. INVESTMENTS IN SECURITIES AND OTHERS

1995 1994
Dh000 Dh’Q00
Trading portfalio 89,142 144,794
Other quoted investments (market value
Dh 275 million in 1995 and Dh 210 million in 1994} 250,203 207,379
Other investments {market value Dh 124 million in 1995 and
Dh 88 million in 1994) 119,803 . 51,911
459,148 404,084
6. INVESTMENT IN UNCONSOLIDATED SUBSIDIARY
1995 1994
Dh'000 Dh'000
Oman Insurance Company Limited -
Dubai (percentage shareholding - 63.65%) 75,887 65,943
7.  FIXED ASSETS (NET)
. Freehold Equipment,
land and Office furniture
buildings & vehicles Total
December 31, 1995 Dh'000 Dh’OOO Dh’000
Bank's own use:
Cost 140,395 116,296 256,691
Aceumulated depreciation 35,391 66,574 101,945
Net carrying amount 105,004 49,722 154,726
Propertfies acquired in selement of debis - 58,254
212,980
December 31, 1994 =
Bank’s own use: _
Cost 135,071 114,863 249,934
Accumulated depreciation 30,582 62,893 93,475
Net carrying amount 104,489 51,970 156,459
Properties acquired in setilement of debts - - 61,937
218,396
Depreciation charged fo net income during 1995 aggregated Dhs. 23 million {1994 - Dhs. 21 million). -
8. DEPOSITS AND BALANCES DUE TO BANKS
1995 1994
Dh'000 Dh'000
Due to Overseas Central Banks 53,778 40,536
Banks abroad 931,569 974,728
Banks in the U.AE. 834,178 1,001,755
1,819,525 2,017,019
9, 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 and such refinance is repayable within 15 years from the date of refinance.
10. SHARE CAPITAL 1995 vy
Authorized - 6,000,000 ordinary shares of Dhs 100 each 600,000 600,000
Issued and fully paid - 5,423,210 ordinary shares
- of Dhs 100 each 542,321 542,321
GROUP REPOCRY & ACCOQUNTS 1995
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FINANCIAL

V.

STATEMENTS

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31,

1995 AND 1994

STATUTORY AND LEGAL RESERVES

In accordance with Unicn Law 10/80 of UAE., 10% of the profit for the year has been transferred to the statutory reserve. The legal reserve
relotes to the Bonk's foreign operations. Neither the statutory nor the legel reserves are available for distribution. Such iransfers fo reserves may
cease when the total reaches the levels established by the respactive monetory authorifies. In the case of United Arab Emirates, this evel is 50% of
the issued share capital, :

The statutery and legal reserves are made up as follows: .
’ 1995 1994

Dh 000 Dh ‘000"
Balance, January 1 180,344 145,906
Statutory and fegal reserves for the years 40,993 34,438
Balonce, December 31 221,337 180,344

CUMUILATIVE TRANSLATION ADJUSTMENT

Cumulotive translation adjustment reflects the Bank's accumulated exchange losses from transtating the balance sheets of the Bank's foreign sub-
sidiaries and branches into U.A.E. Dichams.

1995 1994

Dh ‘000 _ Dh 000
Bolance, Jaunary 1 93,905 96,304
Exchange rate changes during the year 5,429 {2,399)
Balance, December 31 99,334 93,905

FOREIGN RESTRICTED ASSETS

Net assets equivalent o Dhs, 161.665 million as of December 31, 1995, maintained by certain branches of the Bank operating outside the United
Arab Emirates, cre subjest to exchange control regulations of the couniries in which these branches operate.

COMMITMENTS

The Bank has a commitment of Dh. 44.52 million representing uncelled capital on investments held by the Bank.

Forward exchange contracts for the purchase and sale of foreign currencies entered into in the normal course of business are covered by counter
dedls. These contracts are shown as “Contra Accounts - Others”. Forward exchange contracts aggregated Dh. 2.181 billion and Dh.1.852 hillion
at December 31, 1995 and 1994 respectively.

TRANSLATION OF FINANCIAL STATEMENT .
Equivalent United States Dollar amounts have been included for presentation purposes only. Translations for 1995 and 1994 from United Arab
Emirates Dirhams to U.S. Dollars were made at the rate of Dithams 3.673 for each U.5. Dollar.

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

Change
1995 1994 during the Year
Dh’000 DH'000 DPh’000

Cash en hand, current accounts and deposits with
Central Bank - 1,095,265 674,209 421,056
Banks in the U.AE. ) 701,551 1,017,545 (315,994)
Banks chroad 3,095,430 2,747,499 347,91
4,892,246 4,439,253 452,993
. - Change
1994 1993 : during the Year
Dh'000 Dh'0C0 DH'000

Cash on hand, current accounts and deposits with
Central Bank 874,209 451,375 222,834
Banks in the U.AE, 1,017,545 765177 252,368
Bonks abroad 2,747,499 2,186,000 561,499
4,439,253 3,402,552 1,036,701

TWENTY THREE
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STATEMENTS

OF NET INCOME STATEMENTS OF NET INCOME
AND RETAINED EARNINGS FOR

THE YEARS ENDED DECEMBER 31

1995 1994 1995 1994

Dh000 Dh'000 LS$000 Us$000
Interest income 937,623 678,565 255,275 184,744
Interest expense 492,557 302,127 134,102 82,256
Net interest income 445,066 376,438 121,173 102,488
Net commission income 76,389 62,757 20,797 17,086
Equity earnings in subsidiaries 47,873 48,807 13,034 13,288
Other income 163,474 138,883 44,507 T 37812
TOTAL INCOME 732,802 626,885 199,511 170,674
General and administrative expenses 222,896 221,518 60,685 60,310
Provisiens and other expenses 173,831 91,062 47,327 24,792
INCOME BEFORE TAXES - 336,075 314,305 91,499 85,572
Taxes on income 11,823 13,453 3,219 3,663
NET INCOME - 324,252 © 300,852 88,280 81,209
RETAINED EARNINGS:
Balance, January 1 404,280 300,562 110,068 81,830
Net income for the year : 324,252 300,852 88,280 81,909
Profit available for appropriation - 728,532 601,414 198,348 143,739
Transfers to:
Statutory and legal reserves 40,993 34,438 11,161 9,376
General Reserve 67,000 - 18,241
Proposed dividend 162,696 162,696 - 44,295 44,295
BALANCE, DECEMBER 31 ) 457,843 404,280 124,651 110,068 .

TWENTY FOUR)
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BALANCE

BALANCE SHEETS SHEETS
AS AT DECEMBER 31

1995 1994 1995 ] 1994
Dh'000 Dh'000 Us$ 000 US$000

ASSETS
Cash and balances with central banks _ 1,095,035 673,564 298,11 183,383
Deposits and balances due from banks 3,795,648 3,778,594 1,033,392 1,028,749
Advances fo customers less provisions 7,483,736 6,590,921 2,037,500 1,794,424
Interest receivable and other assets 195,687 138,129 © 53,277 37,607
Investment in securities 430,203 373,169 117,126 101,598
Investment in subsidiaries . _ 354,025 325,627 96,386 88,654
Fixed assefs {net} 208,812 213,158 56,850 58,033
TOTAL ASSETS 13,563,146 12,093,162 3,692,662 . 3,292,448

_ e B ——
LIABILITIES
Deposits from customers 9,706,828 8,231,292 2,642,752 2,241,027
Deposits and balances due to banks 1,840,763 2,015,711 501,161 548,791
tong-term loans i 105,998 112,944 28,859 30,750
Proposed dividend 162,696 162,696 44,295 44,295
Interest payable and other liabilities 303,028 282,748 82,502 76,980
TOTAL LIABILITIES ) 12,119,313 16,805,391 3,299,569 2,941,843
SHAREHOLDERS’ FUNDS
Share Capitcl 542,321 542,321 147,650 147,650
Statutory and legal reserves - 221,337 180,344 60,261 42,100
Generadl reserve - 312,000 245,000 84,944 66,703
Retained earnings ’ 457,843 404,280 124,651 110,068
Cumulative translation adjustment [89,668) (84,174 (24,413) (22,914)
TOTAL SHAREHOLDERS' FUNDS ‘ 1,443,833 1,287,771 393,093 350,405
TOTAL LIABILITIES AND SHAREHOLDERS' FUNDS 13,563,146 12,093,162 3,692,662 3,292,448

TWENTY FIVE
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