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Mashreqbank PSC Group

Report and consolidated financial statements
for the year ended 31 December 2020

These audited consolidated financial statements are subject to approval of the
Central Bank of U.A.E and adoption by shareholders at the annual general
meeting.



Board of Directors’ report

The Board of Directors has pleasure in submitting their report and the audited consolidated
financial statements for the year ended 31 December 2020.

Incorporation and registered offices

Mashreqbank PSC was incorporated in the Emirate of Dubai in 1967 under a decree issued by
The Ruler of Dubai. The address of the registered office is P.O. Box 1250, Dubai, United Arab
Emirates. -

Principal activities

The principal activities of the Bank are retail banking, commercial banking, investment
banking, Islamic banking, brokerage and asset management. These activities are carried out
through its branches in the United Arab Emirates, Bahrain, Kuwait, Egypt, Hong Kong, India,
Qatar, the United Kingdom and the United States of America.

Financial position and results

The financial position and results of the Group for the year ended 31 December 2020 are set
out in the accompanying consolidated financial statements.

Dividend

The Board of Directors do not propose any cash dividend for the year ended 31 December
2020.

Directors

The following are the Directors of the Bank as at 31 December 2020

Chairman: H.E. Abdul Aziz Abdulla Al Ghurair
Vice Chairman: Ali Rashed Ahmad Lootah
Directors: Abdulla Bin Ahmad Al Ghurair
Rashed Saif Saeed Al Jarwan Al Shamsi
Mohammed Saif Ahmed Al Ghurair

Rashed Saif Ahmed Al Ghurair
Sultan Abdulla Ahmed Al Ghurair

Auditors

The consolidated financial statements for the year ended 31 December 2020 have been audited
by PricewaterhouseCoopers. '

By order of the Board of Directors

H.E. Abdul Aziz Abdulla Al Ghurair
Chairman
10 February 2021
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group

Report on the audit of the consolidated financial statements

Our opinion

In our opinion, the corsolidated financial statements present fairly, in all material respects, the
consolidated financial position of Mashregbank PSC (the “Bank”) and its subsidiaries (together the
“Group”) as at 31 December 2020, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards,

. What we have audited

The Group s consolidated financial statements comprise:

the consolidated statement of financial position as at 31 December 2020;

the consolidated statement of profit or loss for the year then ended:

the consolidated statement of comprehensive income for the year then ended;

the consolidated statement of changes in equity for the year then ended;

the consolldated statement of cash flows for the year then ended; and

the hotes to the consolidated financial statements, which includé significant accounting
policies and other explanatory information.

Basis for opinion

We conducted our audit in accordance with Intérnational Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the consolidated financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate.to provide a basis
for our opinion.

Independence ,

We are independent of the Group in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics
Standards Board for Accountants (IESBA Code) and the ethical requirements that are relevant to our
audit of the consolidated financial statements in the United Arab Emirates. We have fulfilled our other
ethical responsibilities in accordance with these requirements and the IESBA Code.

PricewaterhouseCoopers (Dubsi Branch), License no. 102451
Emaar Square. Building 5. P O Box 11987, Dubai - United Arab Emirates
T:+971 (0)4 304 3100, F: +971 (0)4 346 9150, www.pwe.com/me

Mohamed ElBorno, Jacques Fakhoury, Douglas O'Mahony and Rami Sarhan are registered as practising audilors with the
UAE Ministry of Economy
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Our audlt approach

Key Audit Matters e Measurement of 'Exp'e'c,t:ed Credit Ldssés

As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the consolidated finaricial statements. In pamcular weé considered where
management made subjective ;udgements. for example, in respect of significant accountmg
estimates that involved making assumptions and considering fuiure events that are mherently
uncertain. As in all of our audits, we also addressed the risk of management override of internal
controls, including among other matters consideration of whether there was evidence of bias that
represented a risk of material misstatement due to fraud.

We tailored the scope of our audl( in order to perform sufﬁcsent work 16 enable us to prowde an
opinion on the consohdated financial statemenls as a whole, taking into account the structure of the
Group, the accounting processes and controls, and the industry in which the Group operates.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial stateménts of the current period. These matters were
addressed in the context of our audit of the consolidated financial slatements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.
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Independent auditor’s report to the shareholders of
Mashteqbank PSC Group (contlnued)

Our audit approach (contmued)

Key audit matters (continued)

I Key audit matter

Measurement of Expected Credit Losses
The Group applies Expected Credit Losses (ECL)
on all its financial assets measured at amortised
cost, debt instruments measured at fair value
through other comprehensnve income and
financial guarantee contracts including financing
commitments.

The Group exercisas svgmf icant ‘udgements and
makes a number of assumptions in developing its
ECL models, which includes probability of default
computation separately for retail and corporate
portfolios, determining loss given default and
exposure at default for both funded and unfunded
exposures, forward looking adjustments and
staging criteria.

How our audit addressed the key audit

matter

We performed the following audit procedures on
the computation of the ECL included in the
Group'’s consolidated financial statements for the
year ended 31 December 2020:

> We tested the completenees and accuracy of
the data used in the calculation of ECL.

> For a sample of exposures, we checked the
appropriateness of the Group* s apphcataon of
the staging criteria.

> We involved our internal experts to assess
the following areas:

e Conceptual framework used for
developing the Group's impairment policy
in the context of its compliance with the
requirements of IFRS 9.

o ECL modelling methodology and
calculations used to compute the
Probability of Default (PD), Loss Given
Default (LGD), and exposure at default
(EAD) for the Group's classes of financial
assets. The appropriatenéss of the model
methodology was assessed, giving
specific consideration to COVID-19 and
the judgement overlay.

e Reasonableness of the assumptions
made in developing the modelling
framework including assumptions used
for estimating forward looking scenarios
and significant increase in credit risk.
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (contmued)

Our audit approach (continued)

Key audit matters (continued)

| Key audit matter

" For defaulted exposures, the Group exercises
judgements to estimate the expected future cash
flows related to individual exposures, including the
value of collateral.

The Group’s impairment policy under IFRS 9 is
presented in Note 3.14 to the consolidated
financial statements.

Measurement of ECL is considered as a key audit
matter. as the Group applies sngnifcant judgments
and makes a number of assumptions which have
s:gmficantly increased as a result of Covid-19,
affecting the staging criteria applied to the
financial asséts as well as in developmg ECL
models and assumptions for calculating its
impairment provisions.

How our audit addressed the key audit

matter

For a sample of exposures, we checked
the appropriateness of determmmg EAD,
including the consideration of repayments
and collateral.

> In addition, for the Stage 3 corporate portfolio,
the appropriateness of provisioning
assumptions were independently assessed for
a sample of exposures selected on the basis
of risk and the significance of individual
exposures. An independent view was formed
on the levels of provisions recognised, based
on the détailed loan and counterparty
information available in the credit file. For the
Stage 3 retail portfolio, assumplions were
independenlly assessed for each product
category and an lndependent_ view was formed
on the levels of provisions recognised.

» We asseassed the consolidated financial
statement disclosures to ensure comphance
with IFRS 7 and IFRS 9 and the disclosures
made relating to the impact of COViD-19 on
ECL.
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Independent auditor’s report to the shareholders of
Mashreqbank PSC Group (contmued)

Other mformatlon

The directors are responsible for the other information. The other information comprises the Board of
Directors’ report (but doe's not include the consolidated financial statements and our auditor’s report
thereon) which we obtained prior to the date of this auditor's report, and the Chairman's Report
Corporate Governance Report and Financial Highlights, which are expected to be made available to
us after that date.

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

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

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

When we read the Chairman’s Report, Corporate Governance Report and Financial Highlights, if we
conclude that there is a material misstatement therein, we are required to communicate the matter to
those charged with governance

Responsabmtles of management and those charged with governance for the
consolidated financial statements

The directors are responsible for the preparation and fair presentation of the consolidated financiat
statements in accordance with International Financial Reporting Standards and their preparation in
compllance with the applicable provisions of the UAE Federal Law No. (2) of 2015, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement; whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group's financial reporting
process.
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Auditéf’s responsibilities for the audit of the consolidated financial stafémehts

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

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

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

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.
. Conclude on the appropriateness of directors' use of the going concern basis of accounting

and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group's ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Auditor's résponsibilities for the audit of the consolidated financial statements
(continued)

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

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
whiere applicable, actions taken to ‘eliminate threats or safeguards applied.

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

Report on other legal and regulatory requirements

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

December 2020:

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

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

. the Group has maintained proper books of account;

. the financial information included in the Directors' report is consistent with the books of

account of the Group;

. note 7 to the consolidated financial statements discloses the shares purchased by the
Group during the financial year ended 31 December 2020;

. note 37 to the consolidated financial statements discloses malerial related party
transactions, and the terms under which they were conducted,;
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Report on other Iegal' 'énd fegulat'ory requirehienis (continued)

. Note 32 to the consolidated financial statements discloses the social contributions made
during the financial year ended 31 December 2020; and

. based on the information that has been made available to us, nothing has come to our
attention which causes us to believe that the Group has contravened during the financial
year endéd 31 December 2020 any of the applicable provisions of the UAE Federal Law No.
(2) of 2015, or in respect of the Bank, it's Articles of Association, which would materially
affect its activities or its financial position as at 31 December 2020.

Further, as required by Article (114) of the Decretal Federal Law No. (14) of 2018, we report that we
have obtained all the information and explanations we considered necessary for the purpose of our
audit.

PricewaterhouseCoopers
10 February 2021

TRENYy
Registered A ‘m Number 834
Place: Dubai, United Arab Emirates




Mashregbank PSC Group

Consolidated statement of financial position

-

As at 31 December
2020 - 2019
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 17,941,941 4,884,819 20,939,700 5,700,980
Deposits and balances due from banks 6 28,239,030 7,688,274 26,565,848 . 7,232,738
Other financial assets measured at fair value 7 8,439,103 2,297,605 4,522,166 1,231,191
Other financial assets measured at amortised cost 7 11,000,654 2,995,005 10,875,153 2,960,837
Loans and advances measured at amortised cost 8 57,286,411 15,596,627 61,710,277 16,801,056
Islamic financing and investment products
measured at amortised cost 9 14,246,343 3,878,667 14,456,757 3,935,953
Acceptances 12,767,461 3,476,031 12,903,083 3,512,955
Other assets _ 10 3,478,455 947,035 2,738,265 745,512
Reinsurance contract assets 20 2,891,920 787,345 2,585,918 704,034
Investment in associate . 20,996 5,716 29,355 7,992
Investment properties 11 449,715 122,438 473,591 128,938
Property and equipment 12 1,466,769 399,338 1,367,993 372,446
Intangible assets 13 294,442 80,164 262,877 71,571
Total assets 158,523,240 43,159,064 159,430,983 43,406,203
LIABILITIES AND EQUITY
LIABILITIES
Deposits and balances due to banks 14 14,844,380 4,041,487 11,184,496 3,045,057
Repurchase agreements with banks 15 2,289,723 623,393 1,088,537 296,362
Customers’ deposits 16 76,375,973 20,793,894 76,439,572 20,811,209
Islamic customers’ deposits 17 11,884,566 3,235,656 14,529,261 3,955,693
Acceptances 12,767,461 3,476,031 12,903,083 3,512,955
Other liabilities 18 5,808,908 1,581,516 4,950,558 1,347,824
Medium-term loans 19 9,616,042 2,618,035 11,838,757 3,223,185
Insurance contract liabilities 20 4,747,779 1,292,616 4,253,789 1,158,124
Total liabilities 138,334,832 37,662,628 137,188,053 37,350,409
EQUITY
Capital and reserves
Issued and paid up capital 21(a) 1,775,308 483,340 1,775,308 483,340
Statutory and legal reserves 21(b) 912,099 248,325 907,714 247,132
General reserve 21(c) - 312,000 84,944 312,000 84,944
Currency translation reserve 21(d) (98,332) (26,771) (88,720) (24,155)
Investments revaluation reserve 21(e) (358,088) (97,492) (273,595) (74,488)
Cash flow hedge reserve 21(f) 437) (119) 4,292 1,168
Retained earnings 16,888,178 4,597,925 18,895,583 5,144,455
Equity attributable to owners of the Parent 19,430,728 5,290,152 21,532,582 5,862,396
Non-controlling interests 22 757,680 206,284 710,348 193,398
Total equity 20,188,408 5,496,436 22,242,930 6,055,794
- Total liabilities and equity 158,523,240 43,159,064 159,430,983 43,406,203

To the best of our knowledge, the consolidated financial statements present fairly in all material respects the
financial condition, results of operation and cashflows of the Group as of, and for, the periods presented therein.

WA=

Abdul Aziz Abdulla Al Ghurair Ahmed Abdélaal
Chairman Group Chief Executive Officer

The accompanying notes form an integral part of these consolidated financial statements
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Mashreqbank PSC Group

Consolidated statement of profit or loss

Interest income

Income from Islamic financing and
investment products

Total interest income and income from

Islamic financing and investment products

Interest expense

Distribution to depositors — Islamic products

Net interest income and income from

Islamic products net of distribution to

depositors
Fee and commission income
Feé and commission expenses
Net fee and commission income

Net investment income
Other income, net
Operating income

General and administrative expenses
Operating profit before impairment
Allowances for impairment, net
(Loss) / profit before tax

Tax expense
(Loss) / profit for the year

Attributable to:
Owners of the Parent
Non-controlling interests

(Loss) / earnings per share

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

Notes

24

25

26
27

28
28

29
30

32

31

33

For the year ended 31 December

2020 2019

AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent

4,514,924 1,229,220 5,881,414 1,601,256
543,477 147,965 753,645 205,185
5,058,401 1,377,185 6,635,059 1,806,441
(2,110,697) (574,652) (2,617,855) (712,729)
(271,404) (73,892) (310,048) (84,413)
2,676,300 728,641 3,707,156 1,009,299
2,642,536 719,449 2,903,706 790,554
(1,423,024) (387,428) (1,538,219) (418,791)
1,219,512 332,021 1,365,487 371,763
321,380 87,498 149,778 40,778
931,072 253,491 771,775 210,121
5,148,264 1,401,651 5,994,196 1,631,961
(2,944,856) (801,758) (2,623,103) (714,158)
2,203,408 599,893 3,371,093 917,803
(3,356,819) (913,918) (1,212,187) (330,026)
(1,153,411) (314,025) 2,158,906 587,777
(51,840) (14,114) (22,.764) (6,198)
(1,205,251) (328,139) 2,136,142 581,579
(1,277,826) (347,897) 2,065,194 562,264
72,575 19,758 70,948 19,315
(1,205,251) (328,139) 2,136,142 581,579
AED (7.20) USD (1.96) AED 11.63 USD 3.17

11



Mashregbank PSC Group

Consolidated statement of comprehensive income

For the year ended 31 December

2020 2019
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
(Loss) / profit for the year (1,205,251)  (328,139) 2,136,142 581,579
Other comprehensive (loss) / income
Items that will not be reclassified subsequentlw
- profit or loss:
Changes in fair value of financial assets measured
at fair value through other comprehensive income
(equity instruments) [Note 7(k)] (30,966) (8,431) 65,529 17,841
Items that may be reclassified subsequently to
profit or loss: , .
Changes in currency translation reserve (13,072) « (3,559) (5,917) (1,611)
Changes in fair value of financial assets measured
at fair value through other comprehensive income ;
(debt instruments) [Note 7(k)] (73,325) (19,963) (8,061) (2,195)
Gain / (loss) on hedging instruments designated as
hedges of net investment in foreign operations 716 196 (2,759) (751) .
Cash flow hedges - fair value (loss) / gain arising
during the year [Note 21(f)] (4,729) (1,288) 8,416 2,291
Total other comprehensive (loss) / income for -
the year (121,376) (33,045) 57,208 15,575
Total comprehensive (loss) / income for the year (1,326,627) (361,184) 2,193,350 597,154
Attributable to: '
Owners of the Parent (1,391,731) (378,909) 2,104,538 572,974
Non-controlling interests 65,104 17,725 88,812 24,180
(1,326,627) (361,184) 2,193,350 597,154

The accompanying notes form an integral part of these consolidated financial statements
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Mashregbank PSC Group

Consolidated statement of changes in equity

Balance at 1 January 2019

Changes on initial application of IFRS 16

Restated balances as at 1 January 2019

Profit for the year ended 31 December
2019

Other comprehensive loss for the year

Total comprehensive income/(loss) for the
year

Transfer from investments revaluation

reserve to retained earnings

Transfer to statutory and legal reserves

Payment of dividends [Note 21(g)]

Balance at 31 December 2019

(Loss) / profit for the year ended 31
December 2020

Other comprehensive loss for the year

Total comprehensive (loss) / income for
the year

Transfer from investments revaluation
reserve to retained earnings

Transfer to statutory and legal reserves

Transaction with non-controlling interest
(NCD)

Payment of dividends [Note 21(g)]

Balance at 31 December 2020

Issued and Equity
paidup Statutory Currency Investments Cash flow attributable Non-
capital  and legal General translation revaluation hedge Retained to owners of controlling
reserves reserve reserve reserve reserve earnings the Parent interests Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000
1,775,308 903,877 312,000 (81,380) (242,733) (4,124) 17,481,156 20,144,104 621,585 20,765,689
- - - - - - (5,937) (5,937) (49) (5,986)
1,775,308 903,877 312,000 (81,380) (242,733) (4,124) 17,475,219 20,138,167 621,536 20,759,703
- - - - - - 2,065,194 2,065,194 70,948 2,136,142
- - - (7,340) 38,268 8,416 - 39,344 17,864 57,208
- - - (7,340) 38,268 8,416 2,065,194 2,104,538 88,812 2,193,350
- - - - (69,130) - 69,130 - - -
- 3,837 - - - - (3,837) - - -
- - - - - - (710,123)  (710,123) - (710,123)
1,775,308 907,714 312,000 (88,720) (273,595) 4,292 18,895,583 21,532,582 710,348 22,242,930
- - - - - - (1,277,826) (1,277,826) 72,575 (1,205,251)
- - - (9,612) (99,564) (4,729) - (113,905) (7,471) (121,376)
- - - (9,612) (99,564) 4,729) (1,277,826) (1,391,731) 65,104 (1,326,627)
- - - - 15071 - (15,071) - - -
- 4,385 - - - - (4,385) - - -
- - - - - - - - (17,772) (17,772)
- - - - - - (710,123)  (710,123) - (710,123)
1,775,308 912,099 312,000 (98,332) (358,088) 437) 16,888,178 19,430,728 757,680 20,188,408

The accompanying notes form an integral part of these consolidated financial statements
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Mashregbank PSC Group

Consolidated statement of cash flows

For the year ended 31 December

2020 2019
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from operating activities
(Loss) / profit before taxation for the year (1,153,411) (314,025) 2,158,906 587,777
Adjustments for:
Depreciation and amortisation 32 231,963 63,154 222,716 60,636
Allowances for impairment, net 31 3,356,819 913,919 1,212,187 330,026
Gain on disposal of property and
equipment 30 (8,110) (2,208) (8,865) (2,414)
Gain from disposal of investment
properties 30 - - 600 163
Unrealised (gain) / loss on other financial .
assets held at FVTPL 29 (9,564) . (2,604) 13,524 3,682
Fair value adjustments of investment
properties 30 23,876 6,500 13,244 - 3,606
Net realized gain from sale of other
financial assets measured at FVTPL 29 (43,145) (11,747) (76,614) (20,859)
Dividend income from other financial . ’
‘assets measured at FVTOCI 29 (24,961) (6,796) (23,758) (6,468)
Net realised gain from sale of other
financial assets measured at amortised
cost/ FVTOCI 29 (242,328)  (65,976) (62,068) (16,898)
Share of loss from associate (8,359) 2,276) - -
Unrealised loss on derivatives 30 19,602 5,337 20,260 5,516
Operating cash flows before tax paid
and changes in operating assets and
liabilities 2,142,382 583,278 3,470,132 944,767
Tax paid (51,840) (14,1149) (22,764) (6,198)
Changes in operating assets and
liabilities
Increase in deposits with central banks (346,953) (94,460) (2,217,619) (603,762)
Increase in deposits and balances due '
from banks maturing after three months (309,339) (84,220) (2,201,971)  (599,502)
Decrease/ (increase) in loans and
advances measured at amortised cost 1,755,721 478,007  (6,486,591) (1,766,020)
Increase in Islamic financing and
investment products measured at
amortised cost (102,448) (27,892)  (1,600,851)  (435,843)
Increase in reinsurance assets (306,002) (83,311) (113,120) (30,798)
Increase in other assets (1,089,214)  (296,546) (269,203) (73,292)
Decrease/ (increase) in financial assets
carried at FVTPL 3,893 1,060 (612,458)  (166,746)
Increase / (decrease) in repurchase
agreements with banks 1,201,186 327,031 (147,444) (40,143)
Increase / (decrease) in customers’
deposits ‘ (63,599) (17,315) 3917716 1,066,626
(Decrease) / increase in Islamic
customers’ deposits (2,644,695) (720,037) 3,832,554 1,043,440
Increase in deposits and balances due to
banks 3,659,885 996,429 1,243,837 338,643
Increase in insurance contract liabilities 493,990 134,493 176,629 48,088
Increase / (decrease) in other liabilities 858,350 233,692 (311,102) (84,700)
Net cash generated from / (used in)
operating activities 5,201,317 1,416,095  (1,342,255) (365,440)
The accompanying notes form an integral part of these consolidated financial statements 14



Mashregbank PSC Group

Consolidated statement of cash flows (continued)

For the year ended 31 December

2020 2019
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from investing activities
Purchase of property and equipment 12 (336,461) (91,604) (378,200) (102,967)
Purchase on intangible assets 13 (137,468) (37,427) (76,207) (20,747)
Proceeds from sale of property and
equipment 117,500 31,990 9,782 2,663
Proceeds from sale of investment properties - - 2,450 667
Purchase of other financial assets measured
at fair value or amortised cost (12,740,338) (3,468,646) (9,020,116)  (2,455,790)
Proceeds from sale of other financial assets
measured at fair value or amortised cost 8,885,295 2,419,084 7,773,847 2,116,484
Dividend income from other financial assets -
measured at FVTOCI 29 24,961 6,796 23,758 6,468
Net cash used in investing activities (4,186,511) (1,139,807)  (1,664,686) (453,222)
Cash flows from financing activities
Transaction with NCI 17,772) (4,839) - -
Dividend paid (710,123) (193,336) (710,123) (193,336)
Medium term notes issued 2,355,258 641,236 9,972,949 2,715,205
Medium term notes redeemed 4,577,973) (1,246,385) (6,319,581)  (1,720,550)
Net cash (used in) / generated from
financing activities (2,950,610) (803,324) 2,943,245 801,319
Net decrease in cash and cash equivalents (1,935,804) (527,036) (63,696) (17,342)
Net foreign exchange difference 9,613 2,617 (7,340) (1,999)
Cash and cash equivalents at 1 January 22,766,807 6,198,423 22,837,843 6,217,765
Cash and cash equivalents at 31
December 35 20,840,616 5,674,004 22766807 6,198,423
The accompanying notes form an integral part of these consolidated financial statements 15
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Mashreqbank PSC Group
Board of Directors’ report

The Board of Directors has pleasure in submitting their report and the audited consolidated
financial statements for the year ended 31 Decembé&. 201

Incorporation and registered offices

MashregbankPSCwas incorporated in the Emirate of Dubai in 1967 under a decree issued
by The Ruler of Dubai. The address of the registered office is P.O. Box 1250, Dubai, United
Arab Emirates.

Principal activities

The principal activities of the Bank are retail bankimpmmercial banking, investment
banking, Islamic banking, brokerage and asset manageiftesdteactivities are carried out
through its branches in the United Arab Emirates, Bahrain, Kuwait, Egypt, Hong Kong,
India, Qatar, the United Kingdom and the Uniftdtes of America.

Financial position and results

The financial position and results of the Group for the year ended 31 Decem8ear@&ét

out in the accompanying consolidated financial statements.

— Consolidated Financial Statements 2019 @

Dividend

The Board of Directors has propos4@% Cash Dividendt their meeting held o February
2020. ‘

Directors

The followingare the Directors of the Bards at31 December 2(91

Chairman: H.E. Abdul Aziz Abdulla Al Ghurair
Vice Chairman: Ali Rashed Ahmad Lootah
Directors: Abdulla BinAhmad Al Ghurair

Rashed Saif Saeed Al JarwAhShamsi
Mohammed Saif Ahmed Al Ghurair
Rashed Saif Ahmed Al Ghurair
Sultan Abdulla Ahmed Al Ghurair

Auditors

The consolidated financial statements for the year ended 31 Decemi®h@3d been
audited byPricewaterhouseCoopers.

By order of the Board of Directors

H.E. Abdul Aziz Abdulla Al Ghurair
Chairman
3 February 2020




mashreq 0 yrall
A
pwc

Independent auditor’s report to the shareholders of
Mashregbank PSC Group

Report on the Audit of the Consolidated Financial Statements

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Mashregbank PSC (the “Bank™) and its subsidiaries
(together the “Group™) as at 31 December 287 and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards.

What we have audited

The Group’s consolidated financial statements comprise:

. the consolidated statement of financial position as at 31 Decemtir 201

. the consolidated statement of profit or loss for the year then ended;

. the consolidated statement of comprehensive income for the year then ended;

. the consolidated statement of changes in equity for the year then ended;

. the consolidated statement of cash flows for the year then ended; and

. the notes to the consolidated financial statements, which include a summary of
significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further describeddndher’s Responsibilities
for the Audit of the consolidated financial statements section ofour report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Independence

We are independent of the Group in accordance with the International Ethics Standards
Board for AccountantsCode of Ethics for Professional Accountants (IESBA Code) and the

ethical requirements that are relevant to our audit of the consolidated financial statements in
the United Arab Emirates. We have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code.

PricewaterhouseCoopers (Dubai Branch), License no. 102451
Emaar Square, Building 4, Level 8, P O Box 11987, Dubai - United Arab Emirates
T: +971 (0)4 304 3100, F: +971 (0)4 346 9150, www.pwc.com/me

Douglas O'Mahony, Rami Sarhan, Jacques Fakhoury and Mohamed E!Bomo are registered as practising auditors with the UAE Ministry of Economy
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (contmued)

Our audzt approach

'Key Au’di"t Mat'té'rs” e Measurement of Expected Credit Losses

As part of designing our audit, we detersdrmateriality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where
management made subjective judgements; for example, in respect of significant accounting
estimates that involved mialg assumptions and considering future events that are inherently
uncertain. As in all of our audits, we also addressed the risk of management override of
internal controls, including among other matters consideration of whether there was evidence
of biasthat represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide
an opinion on the consolidated financial statements as a whole, taking into account the
structue of the Group, the accounting processes and controls, and the industry in which the
Group operates.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidatedfizial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements as
a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

E— 0 solidated Financial Statements 2019 (D)
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Independent auditor’s report to the shareholders of
Mashreqbank PSC Group (contmued)

Our audzt approach (contmued)

Key audit matters (continued)

Key audit matter How our audit addressed the key audit |

matter

Measurement of Expected Credit Losses We performed the following audit procedur
The Group applies ECL on all its financial ©n the computation of the ECL included ln
instruments measured at amortised cost, deBte Group’s consolidated financial statements
instruments measured at fair value through for the year ended 31 December 901

other comprehensive income and financial

guarantee contracts including financing > We tested the completenessiacuracy
commitments. of the data used in the calculation of ECL.

The Group exercises significant judgertee > For a sample of exposures, we checked

and makes a number of assumptions in the appropriateness of the Group’s

developing its ECL models, which includes  application of the staging criteria.

probability of default computation separately

for retail and corporate portfolios, determining: We involved our internal specialists to

loss given default and exposure at default for assess the following areas:

both funded and unfunded exposs, forward ~ ® Conceptual framewarused for

looking adjustments and staging criteria. developing the Group’s impairment
policy in the context of its compliance
with the requirements of IFRS 9.

e ECL modelling methodology and
calculations used to compute the
probability of default (PD), loss given
default (LGD), and exposure at
defailt (EAD) for the Group’s classes
of financial instruments.

e Reasonableness of the assumptions
made in developing the modelling
framework including assumptions
used for estimating forward looking
scenarios and significant increase in
credit risk.

== Consolidated Financial Statements 2019
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Independent auditor’s report to
Mashregbank PSC Group (contmued)

the of

shareholders

Our audzt approach (contznued)
Key audit matters (continued)

How our audit addressed the key audit
matter

' Key audit matter

Bl

judgements to estimate the expected future
cash flows related to individual exposures,
including the value of collateral.

For defaulted exposures, the Group exercis o

For asample of exposures, we
checked the appropriateness of
determining EAD, including the
consideration of repayments and

collateral.
The Group’s impairment policy under IFRS 9
is presented in Note 3.14 to the consolidated> In addition, for the Stage 3 corporate
financial statements. portfolio, the appropriateness of
provisioning assumptions were
independently assesstat a sample of
exposures selected on the basis of risk and
the significance of individual exposures.
An independent view was formed on the
levels of provisions recognised, based on
the detailed loan and counterparty
information available in the crediféi For
the Stage 3 retail portfolio, assumptions
were independently assessed for each
product category and an independent view
was formed on the levels of provisions
recognised foeach category level.

Measurement of ECL isonsidered as a key
audit matter as the Group applies significant
judgments and makes a number of
assumptions in the staging criteria applied to
the financial instruments as well as in
developing ECL models for calculating its
impairment provisions.

> We assessed the consolidated financial
statement diclosures to ensure compliance
with IFRS 7 and IFRS 9.

Consolidated Financial Statements 2019 @




mashreq Wyall

j |
pwc

Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Other information

The directors are responsible for the other information. The other information casttpese
Board of Directors' report (but does not include the consolidated financial statements and
our auditor’s report thereon) which we obtained prior to the date of this auditor’s report, and

the Chairman’s Report, Corporate Governance Report and Financial Highlights, whichare
expected to be made available to us after that date.

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

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

If, based on the work we have performed, on the other information that we obtained prior to
the date of this auditor’s report, we conclude that there is a material misstatement of this

other information, we are required to report that fact. We have nothing to report in this
regard.

When we rea¢he Chairman’s Report, Corporate Governance Report and Financial
Highlights, if we conclude that there is a material taitsnent therein, we are required to
communicate the matter to those charged with governance.

Responsibilities of management and those charged with governance for the
consolidated financial statements

The directors are responsible for the preparatiahfam presentation of the consolidated
financial statements in accordance with International Financial Reporting Standards and
their preparation in compliance with the applicable provisions of the UAE Federal Law No.
(2) of 2015, and for such internal ¢osl as management determines is necessary to enable

the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the directors arasitdpdor assessing

the Group's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting tndeBeectorsither

intend to liquidate the Group or to cease opens, or has no realistic alternative but to do

SO.

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

Consolidated Financial Statements 2019
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Independent auditor’s report to the shareholders of
Mashreqbank PSC Group (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud ewterror, a
to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will
always detect a material misstatement when it exists. Misstatemardasmfrom fraud or

error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

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

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures thatenappropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and relatlisiclosures made by the directors.

. Conclude on the appropriateness of directors' use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may sigsificant doubt on the Group's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements éstich disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that achieves
fair presentation.

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

s Consolidated Financial Statements 2019 'I
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements
(continued)

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

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonablyonglthto bear on our

independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statefnent

the current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or

when, in extremely rare circumstances, we determine that a mattsd siot be

communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory reqﬁirements'

Further, as required bydHJAE Federal Law No. (2) of 2015, we report that:

N we have obtained all the information we considered necessary for the purposes of our
audit;
. the consolidated financial statements have been prepared and comply, in all material

respects, with the applibke provisions of the UAE Federal Law No. (2) of 2015;
. the Group has maintained proper books of account;

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

. note 7 to the consolidated fimzial statements disclosthee shares purchased by the
Group during the financial year ended 31 Decembe®201

. note 37 to the consolidated financial statements discloses material related party
transactions, and the terms under which they were conducted,;

S Cnsolidated Financial Statements 2019
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Independent auditor’s report to the shareholders of
Mashreqbank PSC Group (connnued) '

Report on other legal and regulatory requlrements (contlnued)

. Note 32 to the consolidated financial statements discloses the social contributions
made during theifancial year ended 31 December 204/d

. based on the information that has been made available to us, nothing has come to our
attention which causes us to believé that the Group has contravened during the
financial year ended 31 December 9@y of theapplicable provisions of the UAE
Federal Law No. (2) of 2015 or in respect of the Bank Afticles of Association
which would materially affect its activities or its financial position as at 31 December
2019.

Further as required by Article (114) bkt Decretal Federal Law No. (14) of 2018, we
report that we have obtained all the information and explanatlons we con5|dered necessary
for the purpose of our audit.

PricewaterhouseCoopers
3 February 2020

Douglas O’ Mahony
Registered Auditor Number 834
Place: Dubai, United Arab Emirates

————— Consolidated Financial Statements 2019 @
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Mashregbank PSC Group

Consolidated statement of financial position

Asat 31 December

2019 2018
Notes AED000 ~ USD000 AED000 UsSD'000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 -20,939,700 5,700,980 20,147,826 5,485,387
Deposits and balances due from banks 6 26,565,848 7.232,738 23,009,168 6,264,407
Other financial assets measured at fair value 7 4,522,166 1,231,190 1,732,759 473.117
Other financial asscts measurcd at amortised ‘ )
cost ' 7 10,875,153 2,960,837 11,081,234 3,180,298
Investment in associate 29355 7,992 - -
Loans and advances measured at amortised )
cost ' 8§  6L,710277 16,801,056 56,353,340 15,342,592
Islamic financing und investment products _ _
measured at amortised cost 9 14,456,787 3,935,953 12,916,255 3,516,541
Aceeptances 12,903,083 3,512,955 9,782,129 2,663,253
‘Other assets 10 2,738,265 745,512 2,489,095 677,673
Reinsurance contract assets 20 2,585918 704,034 2,472,798 673,237
Invesiment properties 12 473,591 128,938 489,885 133,375
Properiy and equipment K] 1,630,870 444,017 1,481,588 403.373
Total assets 159,430,983 43,406,203 142,561,077 38.813,253
LIABILITIES AND EQUITY
LIABILITIES _
Deposits and balances duc to banks 14 11,184,496 3,045,087 9,059,963 2,466,638
Repurchasc agreements with banks 15 1,088,537 296,362 2,116,677 576,280
Customers® deposils 16 76,439,572 20,811,209 72,521,856 19,744,584
Islamic customers® deposits 17 14,529,261 3,955,693 10,696,707 2,912,254
Acceplances 12,903,083 3,512,955 9,782,129 2,663,253
Other liabilities 18 4,950,558 1,347,824 5,355,506 1,458,075
Medium-term loans 19 11,838,757 3,223,185 8,185,390 2,228,530
Insurance contract liabilitics 20 4,253,789 1,158,124 4.077.160  1,110.035
Total liabilities 137,188,053 37,350,409 121,795,388 33,159.649
EQUITY
Capital and reserves :
Issucd and paid up capital 2i(a) 1,775,308 483,340 1,775,308 483,340
Stawtory and legal reservis 21(b) 907,714 247,132 903,877 246,087
General reserve 21(c) 312,000 84,944 312,000 84,944
Currcncy translation reserve 21(d) (88,720) (24,155) (81,380) (22;156)
Invesiments revaluation reserve 21(e)  (273,595) (74,488) (242,733) (66,086)
Cash flow hedge rescrve 21(f) 4292 1,168 (4,124) (1,123)
Retined earnings 18,895,583 5,144,455 17,481,156 4,759,367
Equity attributable to owners of the Parent 21,532,582 5,862,396 20,144,104 5484,373
Non-controlling interests 22 710348 193,398 621,585 169,231
Total equity 22,242,930 6,055,794  20,765.689 5.053.604
Total liabilitics and equity 159,430,983 43,406,203 142,561,077 38,813,253

Abdul Aziz Abdulla Al Ghurair
Chairman

The accompanying rates form an integral pant of these cansolidated financial stxtements

—— Consolidated Financial Statements 2019
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Mashregbank PSC Group

Consolidated statement of profit or loss

Interest income

Income from Islamidinancing and
investment products

Total interest income and income from

Islamic financing and investment produ.

Interest expense

Distribution to depositors Islamic product:

Net interest income and income from
Islamic products net of distribution to
depositors

Fee and commégon income

Fee and commission expenses

Net fee and commission income

Net investment income
Other income, net
Operating income

General and administrative expenses

Operating profit before impairment
Allowances for impairment, net

Profit before tax

Tax expense
Profit for the year

Attributable to:
Owners of the Parent
Non-controlling interests

Earnings per share

The accompanying notes form an integral part of thessolidatedinancialstatements

Notes

24
25

26
27

28
28

29
30

32

31

33

For the year ended 31 December

mashreq

2019 2018
AED’000 USD’000  AED’000 USD’000
Equivalent Equivalent
5,881,414 1,601,256 5,427,063 1,477,556
753,645 205,185 570,568 155,341
6,635,059 1,806,441 5,997,631 1,632,897
(2,617,855)  (712,729) (2,096786. (570,865
(310,048) (84,413) (257,783 (70,183
3,707,156 1,009,299 3,643,062 991,849
2,903,706 790,554 2,857,563 777,992
(1,538,219)  (418,791) (1,444,083 (393,162
1,365,487 _ 371,763 1,413,480 384,830
149,778 40,778 26,528 7,222
771,775 210,121 855,218 232,839
5994,196 1,631,961 5,938,288 1,616,740
(2,623,103)  (714,158) (2,618,210 (712,826
3,371,093 917,803 3,320,07: 903,91¢
(1,212,187)  (330,026) (1,230,255 (334,945
2,158,906 587,777 2,089,82: 568,96¢
(22,764) (6,198) (24,605 (6,699
2,136,142 581,579 2,065,218 562,270
2,065,194 562,264 2,060,200 560,904
70,948 19,315 5,018 1,366
2,136,142 581,579 2,065,218 562,270
AED11.63 USD3.17 AED 1160 USD 3.16

Consolidated Financial Statements 2019 l|
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Mashreqbank PSC Group

Consolidated statement of comprehensive income

For the year ended 31 December

2019 2018
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Profit for the year 2,136,142 581,579 2,065,218 562,270
Other comprehensive income/(loss)
Items that will not be reclassified subsequently to
profit or loss:
Changes in fair value of financial assets measat
fair value through other comprehensive income, , .
net (equity instruments) [Note 7(k)] 65,529 17,841 (66,530 (18,113
Items that may be reclassified subsequently to
profit or loss: } 4
Changes in arrency translationeserve (5,917) (1,611) (22,829 (6,215
Changes in fair value of financial assets measur
fair value through other comprehensive income,
net (debt instruments) [Note 7(k)] _ (8,061) (2,195) (6,093 (1,659
Losson hedging instruments designated as hed v
of net investment in foreign operations (2,759) (751) (5,073 (1,381
Cash flow hedgesfair valuegain/{oss) arising
during the year [Note 21(f)] 8,416 2,291 (4,124 (1,123
Total other comprehensive income / (loss) for ' ' ‘
the year 57,208 15,575 (104,649 (28,491
Total comprehensive income for the year 2,193,350 597,154 1,960,569 533,779
Attributable to: ‘ 4
Owners of the Parent 2,104,538 572,974 1,963,686 534,627
Non-controlling interests 88,812 24,180 (3,117 (848)

2,193,350 597,154 1,960,569 533,779

The accompanying notes form an integral part of tbessolidatedinancialstatements
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mashreq Wydiall
Mashreqgbank PSC Group
Consolidated statement of changes in equity
Issued and Equity
paidup Statutory Currency Investments Cash flow attributable Non-
capital andlegal General. translation revaluation hedge. Retained to owners of controlling
reserves reserve reserve reserve reserve  earnings the Parent interests Total
AED’000 AED’0000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000
Balance at 1. January 2018 1,775,308 901,621 312,000 (59,163 (184,989 - 17,618,66° 20,363,446 762,974 21,126,42C
Changes on initial application of IFRS 9 - - - - - - (1,472,905 (1,472,905 (126,080 (1,598,985
Restated-balances as at 1 January.2018 1,775308 901,621 312,000 (69,163 (184,989 -- 16,145,764 18,890,541 636,894 19,527,435
Profit forthe year ended 31. December 201¢ - - - - - - 2,060,200 2,060,200 5,018 2,065,218
Other comprehensive: loss for the 'year - - - (22,217 (70173, (4,124 - (96,514 (8,135 (104,649
Total comprehensive income/(loss) for the y - - - (22,217 (70,173 (4,124 2,060,200 1,963,686 (3;117) 1,960,569
Additional contribution to norcontrolling
interests - - - - - - - - 4,463 4,463
Transfer from investments revaluation
reserve to retained earnings - - - - 12,429 - (12,429 - - -
Transfer to statutory and legal reserves - 2,256 - - - - (2,256 - - -
Payment of dividends [Note 21(g)} - - - - - - (710,123 (710,123 (16,655 (726,778
Balance at 31 December 2018 1,775,308 903,877 312,000 (81,380) (242,733) (4,124) 17,481,156 20,144,104 621,585 20,765,689
Changes on initial application of IFRS 16
(Note 3.3 - - - - - - (5,937 (5,937) 49 (5,986)
Restated balances as-at 1 January 2019 1,775,308 903,877 312,000 (81,380)  (242,733)  (4,124)'17,475,219 20,138,167 -621,536 20,759,703
Profit for the year-ended 31 December 201¢ - - - - - - 2,065,194 2,065,194 70,948 2,136,142
Other comprehensiviacome/ (oss for the
year - - - (7,340) 38,268 8,416 - 39,344 17,864 57,208
Total comprehensive income/(loss) for the' y - - - (7;340) 38,268 8,416 2,065,194 2,104,538 88,812 2,193,350
Transferfrom investments revaluation
reserve to retained earnings - - - - (69,130) - 69,130 - - -
Transfer to statutory and legal reserves - 3,837 - - - - (3,837) - - -
Payment of dividends [Note 21(g)] - - - - - - (710,123) (710,123) - (710,123)
Balance at 31 December 2019 1,775,308 907,714 312,000 (88,720) (273,595) 4,292 18,895,583 21,532,582 710,348 22,242,930

Theaccompanying notes form an integral part of these consalidated firedatéatents.
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Mashreqgbank PSC Group

Consolidated statement of cash flows
For the year ended 31 December

2019 2018
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from operating activities
Profit before taxation for the year 2,158,906 587,777 2,089,823 568,969
Adjustments for: 4
Depreciation of property and equipment 13 222,716 60,636 154,613 42,094
Allowances for impairment, net 31 1,212,187 330,026 1,230,255 334,946
(Gain)/lbss on disposal of property and

equipment 30 (8,865) (2,414) 15,410 4,195
Loss from disposal of investment propert 30 600 163 - -
Unrealised losen other financial assets

held at FVTPL : 29 13,524 3,682 8,302 2,260
Fair value adjustments of investment

properties 30 13,244 3,606 27,806 7,570
Net realized gain from sale of other

financial assets measuretiFVTPL 29 (76,614) (20,859) (5,033 (1,370
Dividend income from other financial ass

measured at FVTOCI 29 (23,758) (6,468) (18,146 (4,940
Net realised gain from sale of other finan

assets measured at amortised cost/

FVTOCI 29 (62,068) (16,898) (11,100 (3,022
Unrealised loss on derivatives 30 20,260 5,516 3,992 1,087
Operating cash flows before tax paid and

changes in operating assets and

liabilities 3,470,132 944,767 3,495,922 951,789
Tax paid (22,764) (6,198) (24,605 (6,699
Changes in assets and liabilities
(Increase)/decreage deposits with central ,

banks (2,217,619) (603,762) 2,533,730 689,826
Increase in deposits and balances due ,

from banks maturing aftéhree months (2,201,971)  (599,502) (6,974,215 (1,898,779
Increase in loans and advances measure

amortised cost (6,486,591) (1,766,020) (4,949,217 (1,347,459
Increase in Islamic financing and investn

products measured at amortisexbt (1,600,851) (435,843) (3,750,692 (1,021,152
(Increas¢/decreasén reinsurance assets (113,120) (30,798) 45,46° 12,37
(Increase)/decrease other assets (269,203) (73,292) 268,20( 73,01¢
(Increase)/decrease financial asets ,

carried at FVTPL (612,458) (166,746) 53,99¢ 14,701
(Decreasgincreasen repurchase

agreements with banks maturing after ti

months (147,444) (40,143) 858,410 233,708
Increase in customers’ deposits 3,917,716 1,066,626 3,141,647 855,335
Increase in Islamic customers’ deposits 3,832,554 1,043,440 4,015,832 1,093,338
Increase in deposits and balances due tc

banks maturing after three months 453,725 123,530 2,490,00: 677,921
Increase/(dcreasgin insurancecontract

liabilities 176,629 48,088 (76,087 (20,715
(Decreas¥ increasen other liabilities (311,102) (84,700) 1,107,526 301,532
Net cash (used in) /generated from

operating activities (2,132,367)  (580,553) 2,235,908 608,742

The accompanying notes form an integral part of these consdlifiaecialstatements
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Mashregbank PSC Group

Consolidated statement of cash flows (continued)

Cash flows from investing activities

Purchase of property and equipment.

Proceeds from sale of property and
equipment

Proceeds from sale of investment properties

Net increase in noetrading investments

Dividend income fronotherfinancial assets
measured at FVTOCI

Net cash (used in)/generated from investing
activities

Cash flows from financing activities

Dividend paid

Medium term notes issued

Medium term notes redeemed _

Additional contribution to nomontrolling
interests

Net cash generated from financing
activities

Net (decrease)/increase in cash and cash
equivalents

Net foreign exchange difference

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

mashreq Wysiiall
For the year ended 31 December
2019 2018
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
13 (454,406) (123,715) (312,474 (85,073
9,781 2,663 810 221
2,450 667 - -
(1,246,269) (339,305) 567,173 154,417
29 23,758 6,468 18,146 4,940
(1,664,686) . . (453,222) 273,655 74,505
(710,123) (193,336) (726,778 (197,870
9,972,949 2,715,205 6,976,005 1,899,266
(6,319,581)  (1,720,550) (5,016,647 (1,365,817
- - 4,463 1,215
2,943,245 801,319 1,237,043 336,794
(853,808) (232,455) 3,746,607 1,020,041
(7,340) (1,998) (22,217 (6,050
16,203,765 4,411,589 12,479,375 3,397,588
35 15,342,617 4,177,136 16,203765 4,411,589

The accompanying notes form an integral part of these consdlfimecialstatements
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Mashregbank PSC Group
Board of Directors’ report

The Board of Diréctors has pleasure in submitting theis report and the audited consolidated
financial statements for the year ended 31 December 2018.

Incorporation and registered offices

Mashregbank PSC was incorporated in the Emirate of Dubai in 1967 under a-decree issued
by The Ruler of Dubai, The address of the registéred office is P.O. Box 1250, Dubai, United
Arab Emirates,

Principal activities

The prmcnpa! activities of the Bank are refail banking, commercial banking, investment
banking, Islamic bankmg, brokerage and asset management these activities aré carried out

thiough its branches in the United Arab Emirates, Bahrain, Kuwait, Egypt, Hong Kong,
[ndig, Qatar, the United Kingdom and the United States of America.

Financial position and results

The financial posmon and resalts of the Group for the year ended 31 December 2018 are-set
out in the accompanying consolidated financial statements.

Dividend

The Board of Directors has proposed 40% Cash Dividend at their meeting held on 21 January
2019

Directors

The following were the Directors of the Bank for the year ended 31 December 2018

Chairman: Abdulla Bin Ahmad Al Ghurair

Vice Chairman: Ali Rashed Ahmad Lootah

Director & Chief Executive Officer: ‘H.E. Abdul Aziz Abdulla Al Ghurair

Directors: Rashed Saif Saeed Al Jarwan Al Shamsi
Sultan Abdulla Ahmed Al Ghurair
Rashed Saif Ahmed Al Ghurair

Mohaninied Saif Ahmed Al Ghurair
Auditors

The consolidated financial statements for the year ended 31 December 2018 have been
audited by PriccwaterhouseCoopers.

By order of the Board of Directors

Abdulla 16"

Chairman
21 January 2019

RSN,  Consolidated Financial Statements 2018 o
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group

Report on the Audit of the Consolidated Financial Statements

Our opinion

In our opinion, the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Mashreqbank PSC (the “Bank™) and its subsidiaries
(together the “Group™) as at 31 December 2018, and its consolidated financial performance

apd its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards.

. What we have audited
The Group’s consolidated financial statements comprise:
. the consolidated statement of financial position as at 31 December 2018;
. the consolidated statement of profit or loss for the year then ended;
. the consolidated statement of comprehensive income for the year then ended;
. the consolidated statement of changes in equity for the year then ended;
. the consolidated statement of cash flows for the year then ended; and
. the notes to the consolidated financial statements, which include a summary of

significant accounting policies.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the consolidated financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Independence

We are independent of the Group in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the
ethical requirements that are relevant to our audit of the consolidated financial statements in
the United Arab Emirates. We have fulfilled our other ethical responsibilities in accordance
with these requirements and the IESBA Code.

B I I I I R I T I T I T I I T R I R T R I T R T T IR

' PricewaterhouseCoopers (Dubai Branch), License no. 102451
Emaar Square, Building 4, Level 8, P O Box 11987, Dubai - United Arab Emirates
T: +971 (0)4 304 3100, F: +971 (0)4 346 9150, www.pwc.com/me

Dougtas O'Mahony, Rami Sarhan, Jacques Fakhoury and Mochamed EIBomo are registered as practising auditors with the UAE Ministry of Economy

NS> Consolidated Financial Statements 2018
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued) ‘

Our audit approach

Key Audit Matters e Measurement of Expected Credit Losses

As part of designing our audit, we determined materjality and assessed the risks of material
misstatement in the consolidated financial statements. In particular, we considered where
management made subjective Judgements for example in respect of s1gn1ﬁcant accountmg
estimates that involved making assumptions and considering future events that are inherently
uncertain. As in all of our audits, we also addressed the risk of management override of
internal controls, including among other matters consideration of whether there was evidence
of bias that fepresented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide
an opinion on the consolidated financial statements as a whole, takmg into account the
structure of the Group, the accounting processes and controls, and the industry in which the
Group operates.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated ﬁnanc1a1 statements as
a whole, and in forming our oplmon thereon, and we do not provide a separate opinion on
these matters.

™. Consolidated Financial Statements 2018 ~
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Independent auditor’s report

to

Mashreqbank PSC Group (continued)

Key audit matters (continued)

Key audit matter

' Measurement of Expected Credit Losses

the shareholders of

How our audit addressed the key audit
matter

IFRS 9 ‘Financial instruments’ became We performed the following audit procedures
effective from 1 January 2018 and replaced on the computation of the ECL included in
most of the guidance in IAS 39 — ‘Financial the Group’s consolidated financial statements
instruments’. In particular, the incurred loss for the year ended 31 December 2018:

impairment model under IAS 39 has been
replaced with the Expected Credit Losses
model (“ECL”). The Group has previously
adopted the first phase of the IFRS 9 with
regards to classification and measurement of
financial instruments. The Group adopted the
final phase of IFRS 9 with respect to
impairment of financial assets with effect from
1 January 2018. The adoption of the ECL
model under IFRS 9 has resulted in an
increase in the impairment provision by AED
1.60 billion which has been recognized as an
adjustment in equity at 1 January 2018. On the
initial application of IFRS 9 management has
evaluated and disclosed the information
required by IFRS 7 and IFRS 9.

The Group applies ECL on all its financial
instruments measured at amortised cost, debt
instruments measured at fair value through
other comprehensive income and financial
guarantee contracts including financing
commitments.

The Group exercises significant judgements
and makes a number of assumptions in
developing its ECL models, which includes
probability of default computation separately
for retail and corporate portfolios, determining
loss given default and exposure at default for
both funded and unfunded exposures, forward
looking adjustments and staging criteria.

>

We tested the completeness and
accuracy of the data used in the
calculation of ECL.

For a sample of exposures, we
checked the appropriateness of the
Group’s application of the staging
criteria.

We involved our internal specialists

to assess the following areas:
Conceptual framework used for
developing the Group’s impairment
policy in the context of its
compliance with the requirements
of IFRS 9.
ECL modelling methodology and
calculations used to compute the
probability of default (PD), loss
given default (LGD), and exposure
at default (EAD) for the Group’s
classes of financial instruments.
Reasonableness of the assumptions
made in developing the modelling
framework including assumptions
used for estimating forward
looking scenarios and significant
increase in credit risk.
For a sample of exposures, we
checked the appropriateness of
determining EAD, including the
consideration of repayments and
collaterals.

>~ Consolidated Financial Statements 2018 n AR
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Independent auditor’s

report to

the shareholders

of

Mashregbank PSC Group (continued)

Key audit matters (continued)

> Key audit matter

> How our audit addressed the'k_ey audit

"For defaulted exposures, the Group exercises
judgements to estimate the expected future
cash flows related to individual exposures,
including the value of collateral.

The Group’s impairment policy under IFRS 9
is presented in Note 3.14 to the consolidated
financial statements.

Measurement of ECL is considered as a key
audit matter as the Group apphes significant
judgments and makes a number of
assumptions in the stagmg criteria applled to
the financial
developing ECL models for calculating its
impairment provisions.

instruments as well as in

matter

> In addition, for the Stage 3 corporate
portfolio,  the appropnateness of
provisioning assumptions were
mdependcntly assessed for a sample of
exposures selected on the basis of risk and
the significance of md1v1dual exposures.
An mdependent view was formed on the
levels of provisions recognised, based on
the detailed loan and counterparty
information available in ‘th'e credit file. For
the Stage 3 retail portfolio, assumptions
were independently assessed for each
product category and an independent view
was formed on the levels of provisions
recognised at each category level.

> We assessed the consolidated financial

statement disclosures to ensure compliance
with IFRS 7 and IFRS 9.

BB\, Consolidated Financial Statements 2018 [ S
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Other information

The directors are responsible for the other information. The other information comprises the
Board of Directors' report (but does not include the consolidated financial statements and
our auditor’s report thereon) which we obtained prior to the date of this auditor’s report, and
Chairman’s Report, Corporate Governance Report and Financial Highlights, which is
expected to be made available to us after that date.

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

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

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

When we read Chairman’s Report, Corporate Governance Report and Financial Highlights,
if we conclude that there is a material misstatement therein, we are required to communicate
the matter to those charged with governance.

Responsibilities of management and those charged with governance for the
consolidated financial statements

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

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

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

- Consolidated Financial Statements 2018 n
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

Auditor’s responsibilities for the audit of the consolidated financial statements

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

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

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

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.
. Conclude on the appropriateness of directors' use of the going concern basis of

accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that achieves
fair presentation.

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

Consolidated Financial Statements 2018 h
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Independent auditor’s report to the shareholders of
Mashreqbank PSC Group (continued)

(contmued)

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

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

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

Report on other legal and regulatory requireménts

Further, as required by the UAE Federal Law No. (2) of 2015, we report that:

. we have obtained all the information we considered necessary for the purposes of our
audit;
. the consolidated financial statements have been prepared and comply, in all material

respects, with the applicable provisions of the UAE Federal Law No. (2) of 2015;
. the Group has maintained proper books of account;

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

. note 7 to the consolidated financial statements discloses the shares purchased by the
Group during the financial year ended 31 December 2018;

. note 37 to the consolidated financial statements discloses material related party
transactions, and the terms under which they were conducted; and

ﬁ Consolidated Financial Statements 2018 n
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Independent auditor’s report to the shareholders of
Mashregbank PSC Group (continued)

‘Report on other legal and regulatory requirements (continued)

. based on the information that has bécn made availabie to us, nothing has conie to our
attention which causes us to believe that the Group has contravened during the
financial ycar ended 31 December 2018 any of the apphcablc provisions of the UAE
Federal Law No. (2) of 2015 or in réspect of the Bank, it's Arlicles of Associition
which would niatérially afféct its activities or its-fi nangial posmon as at'31 December
2018.

. Note 32 10 the consolidated financial statements discloses the social. contributions
made during the financial year ended 31 December 2018,

Further, as required by the UAE Union Law No (10) of 1980, as amended, we report that we
hdve obtained all the information and explanations we ‘considered necessary for the purposé
of our audit.

PricewaterhouseCoopers
21 January 2019

Mohamed Elborno
Registered Auditor Numbér 946
Place: Dubai, United Arah Emirates
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Mashreqbank PSC Group

Consolidated statement of financial position

As at 31 December
2018 2017
Notes AED'000 USD'000 AED’000 USD'000
Equivalent Equivalent
ASSETS )
Cash and balances with central banks 5 20,147,826 5,485,387 16,899,076 4,600,892
Deposits and balances due from banks 6 23,009,168 6,264,407 20,135,427 5,482,011
Other financial assets measured at fair
value 7 1,737,759 473,117 1,580,545 430,314
Other financial assets measured at
amortised cost 7 11,681,234 3,180,298 12,583,404 3,425,920
Loans and advances measured at
amortised cost 8 56,353,340 15,342,592 53,394,165 14,536,936
Islamic financing and investment :
products measured at amortised cost 9 12,916,255 3,516,541 9,339,467 2,542,735
Other assets 10 2,332,423 635,018 3,015,667 821,037
Acceptances 9,782,129 2,663,253 6,379,818 1,736,950
Investment properties 12 489,885 133,375 517,691 140,945
Property and equipment 13 1,481,588 403,373 1,342,976 365,635
Total assets 139,931,607 38,097,361 125,188,236 34,083,375
LIABILITIES AND EQUITY
LIABILITIES

Deposits and balances due to banks 14 9,059,963 2,466,638 9,313,430 2,535,647
Repurchase agreements with banks 15 2,116,677 576,280 557,183 151,697

Customers’ deposits 16 72,521,856 19,744,584 69,380,208 18,889,248
Islamic customers’ deposits 17 10,696,707 2,912,254 6,680,874 1,818915
Other liabilities 18 5,266,894 1,433,949 3,941,576 1,073,122
Acceptances 9,782,129 2,663,253 6,379,818 1,736,950
Medium-term loans 19 8,185390 2,228,530 6,226,032 1,695,081
Insurance and life assurance funds 20 1,536,302 418,269 _ 1,582,695 430,900
Total liabilities 119,165,918 32,443,757 104,061,816 28,331,560
EQUITY
Capital and reserves
Issued and paid up capital 21(a) 1,775,308 483,340 1,775,308 483,340
Statutory and legal reserves 21(b) 903,877 246,087 901,621 245473
General reserve 21(c) 312,000 84,944 312,000 84,944
Currency translation reserve 21(d) (81,380) (22,156) (59,163) (16,108)
Investments revaluation reserve 21(e) (242,733) (66,086) (184,989) (50,365)
Cash flow hedge reserve 21(f) (4,129) (1,123) - -
Retained eamings 17,481,156 _ 4,759,367 17,618,669 _ 4,796,806
Equity attributable to owners of the

Parent 20,144,104 5,484,373 20,363,446 5,544,090
Non-controlling interests 22 621,585 169,231 762,974 207,725
Total equity 20,765,689 _ 5,653,604 21,126,420 _ 5,751,815
Total liabilitics and equity 139,931,607 38,097,361 125,188,236 34,083,375

¢~ W‘

Abdul fnad Al Ghurair Abdul Aziz Abdulla Al Ghurair
Chairman Chief Executive Officer

The accompanying notes form an integral part of these consolidated financial statements
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Mashregbank PSC Group

Consolidated statement of profit or loss

Interest income

Income from Islamic financing and
investment products

Total interest income and income from
Islamic financing and investment
products

Interest expense

Distribution to depositors — Islamic
products

Net interest income and income from
Islamic products net of distribution
to depositors

Fee and commission income

Fee and commission expenses

Net fee and commission income

Net investment income
Other income, net
Operating income

General and administrative expenses
Allowances for impairment, net
Profit before tax

Tax expense
Profit for the year

Attributable to:

Owners of the Parent
Non-controlling interests

Earnings per share

The accompanyirg notes form an integral part of these consolidated financial statements

mashreq W\ yivall

For the year ended 31 December

2018 2017
AED’000 USD’000 AED’000 USD’000
Notes Equivalent Equivalent:
24 5427063 1477556 4764612 1,297,199
25 570,568 _ 155341 406,676 __ 110,720
_ 5997,631 1,632897 5,171,288 1,407,919
26  (2,096,786) (570,865) (1.440450) (392,173)
27 __ (257,183) (70,183) _ (151,901) (41,356)
3,643,062 = 991,849 3,578,937 974,390
28 2,857,563 777992 2988476 813,634
28 _(1,444,083) _ (393,162) (1430.877) _ (389,566)
1,413,480 384,830 1,557,599 424,068
29 26,528 7,222 106,854 29,092
30 855,218 232,839 772,266 210,255
5938288 1,616,740 6,015,656 1,637,805
32 (2,618,210) (712,826) (2,360,756)  (642,732)
31 (1,230,255) (334945) (1.487,682)  (405,032)
2,089823 568969 2,167,218 590,041
(24,605) (6,699)  (77,688) (21,152)
2,065,218 562,270 2,089,530 568,889
2,060,200 560,904 2,052,320 558,759
5,018 1366 37210 10,130
2,065,218 562,270 _2,089,530 568,889
33 AED 1160 USD3.16 AED11.56 USD3.15

SRS,  Consolidated Financial Statements 2018 T
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Mashregbank PSC Group

Consolidated statement of comprehensive income

For the year ended 31 December

2018 2017
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Profit for the year 2,065,218 562,270 2,089,530 568,889

Other comprehensive income/(loss)
Items that will not be reclassified subsequently
‘to profit or loss: '
Changes in fair value of financial assets
measured at fair value through other
comprehensive income, net (equity
instruments) [Note 7(k)] (66,530) (18,113) 47,133 12,832
Items that may be reclassified subsequently to
profit or loss: ' '
Currency translation adjustment (22,829) (6,215) 240,636 65,515
Changes in fair value of financial assets '
measured at fair value through other
comprehensive income, net (debt instruments)

[Note 7(k)] (6,093) (1,659) - -
Loss on hedging instruments designated as

hedges of net investment in foreign operations (5,073) (1,381) (1,237) (337)
Cash flow hedges - fair value loss arising

during the year [Note 21(f)] 4,124) = (1,123)  (7,624) (2,076)
Total other comprehensive (loss)/income '

for the year (104,649) (28,491) 278,908 75,934
Total comprehensive income for the year 1,960,569 533,779 2368438 644,823
Attributable to:
Owners of the Parent 1,963,686 534,627 2,315,933 630,529
Non-controlling interests 3,117) (848) 52,505 14,294

1,960,569 533,779 2,368,438 644,823

The accompanying notes form an integral part of these consolidated financial statements
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Mashregbank PSC Group

Consolidated statement of changes in equity

Equity
Issued and Statutory Currency Investments  Cash flow attributable Non-
paidup andlegal General translation . revaluation hedging Retained to owners of controlling
capital  reserves reserve reserve reserve reserve earnings the Parent interests Total

AED’000 AED’000 AED’000 AED’000 AED’000° AED’000 AED’000 AED’000 AED’000 AED’000

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

o Balance at 1 January 2017 1,775,308 899,351 312,000 (298,562) (248,283) 7624 16,310,198 18,757,636 728,009 19,485,645
2
S
'S" Profit for the year ended 31 December 2017 - - - - - - 2,052,320 2,052,320 37,210 2,089,530
-4 Other comprehensive income/(loss) for the year - - - 239,399 31,838 (7,624) - 263,613 15,295 278,908
-m Total comprehensive income/(loss) for the year - - - 239,399 31,838 (7,624) 2,052,320 2,315,933 52,505 2,368,438
2 Transfer from investments revaluation
A reserve to retained earnings - - - - 31,456 - (31,456) - - -
o Transfer to statutory and legal reserves - 2,270 - - - - (2,270) - - -
© Payment of dividends [Note 21(g)] - - - - - - (710,123) (710,123) (17,540) (727,663)
% Balance at 31 December 2017 1,775,308 901,621 312,000 (59,163) (184,989) - 17,618,669 20,363,446 762974 21,126,420
% Changes on initial application of IFRS 9 .
3 [Note 3.3(a)] - - - - - - (1472905) (1472905) (126,080) _ (1,598,985)
o Restated balances as at I January 2018 1,775,308 901,621 312,000 (59,163) (184,989) - - 16,145,764 18,890,541 636894 19527435
= Profit for the year ended 31 December 2018 - - - ’ - - - 2,060,200 2,060,200 5,018 2,065,218
© Other comprehensive loss for the year - - - (22,217) (70,173) (4,124) - (96,514) (8,135): (104,649)
Total comprehensive income/(loss) for the year - - - (22,217) (70,173) 4,124) 2,060,200 1,963,686 3,117) 1,960,569
Additional contribution to non-controlling
interests - - - - - - - . 4,463 4,463
Transfer from investments revaluation
reserve to-retained earnings . - - - - 12,429 - (12,429) - - -
Transfer to statutory and legal reserves - 2,256 - - - - (2,256) - - -
Payment of dividends [Note 21(g)] - - - - - - (710,123) (710,123) (16,655) (726,778)
Balance at 31 December 2018 1,775,308 903,877 312,000 -(81,380) (242,733) (4,124) 17,481,156 20,144,104 621,585 20,765,689
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Mashregbank PSC Group

Consolidated statement of cash flows
For the year ended 31 December

2018 2017
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from operating activities ,
Profit before taxation for the year 2,089,823 568969 2,167,218 590,041
Adjustments for:
Depreciation of property and equipment 13 154,613 42,094 150,600 41,002
Allowances for impairment, net 31 1,230,255 334946 1,487,682 405,032
Loss on disposal of property and 30
equipment 15410 4,195 1,566 426
Loss from disposal of investment properties 30 - - 300 82
Unrealised loss / (gain) of other financial
assets held at FVTPL 29 8,302 2,260 (30,380) (8,271)
Fair value adjustments of investment
properties 30 27,806 7,570 773 210
Net realized gain from sale of other
financial assets measured at FVTPL 29 (5,033) 1,370) (44,744) (12,182)
Dividend income from other financial assets
measured at FVTOCI 29 (18,146) (4,940) (22,476) (6,119)
Net realised gain from sale of other financial
assets measured at amortised cost/FVTOCI 29 (11,100) (3,022) (8,636) (2,351)
Unrealised (loss)/gain on derivatives 30 3992 1,087 _ (64) (17)
Operating cash flows before tax paid and ' '
changes in operating assets and
liabilities 3,495922 951,789 3,701,839 1,007,853
Tax paid (24,605) (6,699) (77,688) (21,152)
Changes in assets and liabilities
Decrease in deposits with central banks 2,533,730 689826 2,015,817 548,820
Increase in deposits and balances due
from banks maturing after three months (1,073,364) (292,231) (915,762)  (249,323)
Increase in loans and advances measured at
amortised cost 4949217) (1,347,459) (1,319,000) (359,107)
Increase in Islamic financing and investment
products measured at amortised cost (3,750,692) (1,021,152) (1,867,335)  (508,395)
(Increase)/decrease in other assets (3,068,422) (835,399) 135,979 37,022
Decrease in financial assets
carried at FVTPL 53,995 14,701 771,440 210,030
Increase/(decrease) in repurchase
agreements with banks maturing after three
months 858,410 233,708 (48,417) (13,182)
Increase/(decrease) in customers’ deposits 3,141,647 855,335 (566916) (154,347)
Increase/(decrease) in Islamic customers’ _
~deposits 4,015,832 1,093,338 (412,509) (112,308)
Increase/(decrease) in deposits and balances
due to banks maturing after three months 1,026,771 279,546 (8,295,108) (2,258,401)
(Decrease)/increase in insurance and life
assurance funds (46,392) (12,631) 71,937 19,585
Increase in other liabilities 4,525,603 1,232,127 54,304 14,785
Net cash generated from/(used in)
operating activities 6,739,218 1,834,799 (6,751,419) (1,838,120)

The accompanying notes form an integral part of these consolidated financial statements
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Mashregbank PSC Group

Consolidated statement of cash flows (continued)

For the year ended 31 December

2018 2017
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent

Cash flows from investing activities »
Purchase of property and equipment 13 (312,474) (85,073) (332,614) (90,556)
Proceeds from sale of property and

equipment 810 221 3,110 847
Proceeds from sale of investment properties - - 2,100 572
Net increase/(decrease) in non-trading

investments 567,173 154,417 (1,535,999) (418,186)
Dividend income from financial assets

measured at FVTOCI 29 18,146 4,940 22,476 6,119
Net cash generated from/(used in) ' ' _ ,

investing activities 273,655 74505  (1,840927) . (501204)
Cash flows from financing activities
Dividend paid (726,778)  (197,870) (727,663)  (198,111)
Medium term notes issued during the year 6,976,005 1,899,266 5958877 1,622,346

Medium term notes redeemed during the year (5,016,647) (1,365,817) (4,704,705) (1,280,889)
Additional contribution to non-controlling

interests , 4,463 1,215 - -
Net cash generated from financing '

activities 1,237,043 336,794 526,509 143,346
Net increase/(decrease) in cash and cash _ _

equivalents 8249916 2,246,098 (8,065.837) (2,195978)
Net foreign exchange difference (22,217) (6,050) 231,775 63,100
Cash and cash equivalents at 1 January 12,479 375 3,397,598 20313437 5530476

Cash and cash equivalents at 31 December 35 20,707,074 5,637,646 12,479,375 3,397,598

The accompanying notes form an integral part of these consolidated financial statements
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CHAIRMAN'S
REPORT

Though 2017 was a year marked by slow economic growth with overall real GDP growth
estimated to decline to 1.4% in 2017, down from 3.0% in 2016, UAE outpaced the rest of

. the GCC. The 3.3% growth in the non-oil sector in 2017, reflecting higher public investment

and a pickup in global trade, helped to bridge the contraction in Oil GDP growth brought
on by lower oil prices and the OPEC agreement to cut supply. The current account surplus
is also expected to improve to 2.6% of GDP in 2017 mainly owing to rising non-oil exports.

Despite global economic uncertainty and the slight slowdown in the GCC region, 2017 was
a milestone year for Mashreq Bank. In addition to consistently reporting strong financial
results and continuing to grow our business, we also celebrated our 50 Year Anniversary
in the UAE. With 50 years of uninterrupted profitable operations, we launched a new
vision to celebrate and guide the next 50 years of the bank’s journey — “To be the region’s
most progressive bank, enabling innovative possibilities for its clients, colleagues and
communities.”

In 2017, we saw steady growth across all divisions of the Bank and total assets increased
by 1.9% to AED 125.2 billion as of December 2017. Loans and Advances. increased by
2.9% YTD to end at AED 62.7 billion driven by 23.5% growth in Islamic finance. Liquidity
continues to remain healthy with a high liquid asset to total assets ratio of 29.6%. Total
Customer Deposits decreased marginally in the year but Loan-to-Deposit ratio stood at a
healthy 82.5% in December 2017.

Asset quality improved in the year with Non-Performing Loans to Gross Loans ratio declining

to 2.9% at the end of December 2017 and our prudent provisioning policy leading to Total

Provisions for Loans and advances reaching AED. 3.2 billion, constituting 149.7% coverage '
for Non-Performing Loans at year end.

n_ . Mashreq Annual Report 2017 _



Out of a total revenue of AED 6.0 billion in
2017, AED 3.6 billion in Net Interest Income
was achieved with a healthy Net Interest
margin of 3.41%. Non-Interest Income
(including Fee Income) to Total Income ratio
stood at 41% in 2017 and continues to
remain the best in our peer group.

The focus on cost management and driving
efficiencies resulted in a decline in operating
expenses by 1.9%. With improvements in
charge for impairment allowances from AED
1.7 billion in 2016 to AED 1.5 billionin 2017,
the Net Profit improved from AED 1.9 billion
in 2016 to AED 2.1 billion in 2017.

Capital Adequacy ratio and Tier-1 ratio
as per Basel Il guidelines remained high at
18.3% and 17.4% respectively. Keeping the
high Capital Adequacy ratio in mind, your
Board recommends a cash dividend of 40%
which will result in a dividend payout of
34.6% of 2017 Net Profit.

UAE ECONOMY

Oil prices continued their recovery in
response to the OPEC agreement on
production cuts that became effective on
January 2017 and the Brent crude price
increased by around 18% during the year to
end at USD 67 per barrel. This improvement
boosted economic confidence and bolstered
activity in the non-oil sector. The recent rally
of oil prices as well as the growth-friendly
policies of the government also led to an
increase in public spending in 2017. Capital
spending component of the budget, as a
percentage of total spending, continued on
its rising trajectory and was one of the main
drivers for non-oil growth. '

The UAE residential market continued to
decline moderately in 2017 with Dubai
and Abu Dhabi showing a decline in both
property prices and rental yields. The
softer job markets and the cuts in public
expenditure continue to weigh in on demand
in the housing market.

The PMI for the UAE ended the year on
a high at 57.7, the highest reading in 34
months. For 2017 as a whole, the headline
PMI averaged 56.1, indicating a similar
rate of non-oil sector growth to 2015 and
markedly stronger than 2016. However,
the PMI survey suggests that the rate of job
growth over 2017 was slower than in 2015,
despite similar levels of activity growth.

The resiliency of the UAE's economy was
further underscored by the recent Doing
Business Report of the World Bank which
ranked UAE as the 21st best for regulatory
environment applicable to local firms - first
among the MENA countries.

Mashreq Annual Report 2017
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1 The overall UAE banking sector showed a steady growth in assets of 4.0% in 2017 reaching AED 2.7
' trillion and Gross credit increased by 1.7% to reach AED 1.6 trillion in December 2017. The lending to
" the private sector was the major driver of growth in 2017 and contributed to around AED 30.7 billion
of loan growth - within the private sector the growth was led by credit to business & industrials. The
banking sector deposits grew by 4.1% to reach AED 1.6 trillion in December 2017. The Government and
Public Sector were the mains driver contributing 76% of the deposit growth. The non-resident deposits
experienced a decline of AED 7.4 billion mainly as a result of a fall in foreign banks deposits. The UAE
banking sector Capital Adequacy ratio as on December 2017 remained high at 18.9%, a reflection of the
intrinsic strength of the sector. The Tier 1 ratio also remained strong at 17.4% as on December 2017.

OUTLOOK FOR 2018

The economic outlook is positive with firmer oil prices, easing fiscal consolidation, pick up in global trade
and acceleration of investments ahead of Dubai’'s Expo 2020. In this backdrop, our underlying strategy
is to continue to digitize the bank, enhance customer experience to make it seamless, customized and
Omni channel, and be trailblazers into the future of branchless banking. With 85% of our transactions
happening on alternate channels, it is critical that we continue to develop new, innovative products and
services for our customers that cater to this growing trend. Along with shifting to an Agile organization,
¢ we will also continue to increase the deployment of robotics and Artificial Intelligence to drive efficiency
and superior customer experience. Innovation has been deeply embedded in the DNA of Mashreq
throughout the last 50 years, and it will continue to be core to our strategy moving forward. Through
innovation, strong financial performance and high levels of customer service, we will continue to find
ways to make possible. Our plan and strategy for the future under our new vision reassures me of the
ability of the Leadership Team to deliver a superior performance in 2018.

CSR, employee happiness and wellbeing had been the cornerstones of our employee engagement
initiatives. The success of this was clearly evidenced in 2017, when, for the fourth year running, Mashreq
was awarded the Gallup Great Workplace Award. Each year, over the past several years, this award
is only given to an exclusive group of companies drawn from across the world that meet a rigorously
evaluated work culture standard (typically less than 40 globally). To belong to an even more exclusive
group of multiple repeat winners speaks volumes about the level of engagement at Mashreq and the
impact that this has had on Mashreq’s business performance.

Before | end, | would like to take this opportunity to thank the management and the staff of the bank for
their commitment and engagement and for delivering a steady performance in 2017. | would also like to

thank our customers, the Central Bank and the Government of UAE for their continued support.

Thank you.

Abdullah Bin Ahmad Al Ghurair
Chairman

— n Mashreq Annual Report 2017
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INDEPENDENT AUDITOR’S REPORT

The Shareholders
Mashregbank psc
Dubai

United Arab Emirates

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Mashreqgbank psc (the “Bank”) and its
subsidiaries (together the “Group”), Dubai, United Arab Emirates which comprise the consolidated
statement of financial position as at 31 December 2017, and the consolidated statement of profit or loss,
consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of Mashregbank psc and its subsidiaries, as at 31 December
2017, and its consolidated financial performance and consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (“IFRSs").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the consolidated financial statements section of our report. We are independent of the Group in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (IESBA Code) together with the other ethical requirements that are relevant to our audit
of the Group’s consolidated financial statements in the United Arab Emirates and we have fulfilled our

other ethical responsibilities. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Mashreq Annual Report 2017 ———
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INDEPENDENT AUDITOR'S REPORT (continued)

Key Audit Matters (continued)

[ Key audit matter

How our audit addressed the key audit matters l

Impairment of loans and advances and Islamic financing

The management exercises significant judgment when
determining both when and how much to record as loan
impairment provisions. Because of the significance of these
judgements and the size of loans and advances and Islamic
financing, the audit of allowance for related impairment
provisions is a key area of focus. At 31 December 2017, the
total of gross loans and advances and Islamic finance was
AED 66 billion (31 December 2016: AED 64 billion) against
which allowance for impairment provisions of AED 3.2
billion were recorded (31 December 2016: AED 3.3 billion).
Judgement is applied to determine appropriate parameters
and assumptions used to calculate impairment.

The accounting policies and critical judgments relative to
the calculations of the impairment provisions on loans and
advances and Islamic financing are summarised in Note
3.14 and Note 4.1 to the consolidated financial statements
respectively.

The Group uses two methods in its calculations of
impairment provisions on loans and advances and Islamic
financing:

Individually assessed facilities

These represent mainly corporate facilities which are
assessed individually by the Group's Credit Risk Unit in
order to determine whether there exists any objective
evidence that a loan is impaired.

Impaired facilities are measured based on the present value
of expected future cash flows discounted at the original
effective interest rate or at the observable market price,
if available, or at the fair value of the collateral if the
recovery is entirely collateral dependent.

Impairment loss is calculated as the difference between the
facilties carrying value and its present value or recoverable
amount calculated as above.

Our audit procedures included the assessment of controls
over the approval, recording and monitoring of loans and
advances, and evaluating the methodologies, inputs and
assumptions used.by the Group in calculating collectively
assessed impairments, and assessing the adequacy of
impairment allowances for individually assessed loans and
advances.

We tested the design, implementation and operating
effectiveness of the key controls to determine which loans
and advances are impaired and provisions against those
assets. These included testing:

 System-based and manual controls over the timely
recognition of impaired loans and advances;

» Controls over the impairment calculation models
including data inputs;

* Controls over collateral valuation estimates; and

» Controls over governance and approval process
related to impairment provisions, including continuous
reassessment by the management.

We also assessed whether the financial statement
disclosures appropriately reflect the Group’s exposure to
credit risk.

Individually assessed facilities

We tested a sample of individual facilities (including loans
that had not been identified by management as potentially
impaired) to form our own assessment as to whether
impairment events had occurred and to assess whether
adequate impairments provisions had been recorded in a
timely manner.

Where impairment had been identified, we tested the
estimation of the future expected cash flows prepared by
management to support the calculation of impairment,
challenging the assumptions, including realisation of
collateral held. This work involved assessing the work
performed by external experts used by the Group to value
the collateral.

We examined a sample of facilities which had not been
identified by management as potentially impaired and
formed our own judgment as to whether that was
appropriate to support management’s conclusion.




INDEPENDENT AUDITOR’S REPORT (continued)

Key Audit Matters (continued)

I Key audit matter

How our audit addressed the key audit matters J

Impairment of loans and advances and islamic financing (continued)

Collectively assessed facilities

The management of the Group assesses, based on
historical experience and the prevailing economical and
credit conditions, the magnitude of performing retail
and wholesale facilities which may be impaired but not
identified as of the reporting date.

Allowances against performing loans and advances are
reassessed on a periodical basis using modelled basis for
different portfolios with common features and allowances
are adjusted accordingly based on the judgment of
management and guidance received from the Central Bank
of the UAE.

Collectively assessed facilities

For the collective impairment models used by the Group,
we tested a sample of the data used in the models as well as
evaluating the model methodology and re-performing the
calculations. For the key assumptions used in the model,
we challenged management to provide objective evidence
that they were appropriate and included all relevant
risks. Further, we considered our industry experience and
knowledge to consider the appropriateness of the provision.

We recalculated the collective impairment provision as
per the Bank’s policies and IFRS and compared it with the
calculations as per UAE Central Bank to ensure adequacy
of the provision.

We performed certain test procedures to ensure past due
payments are reflected in the right bucket. We have also
involved our IT auditors to provide us assurance on the
accuracy of the ageing reports generated by the system
and its related configuration.

Mashreq Annual Report 2017




INDEPENDENT AUDITOR'S REPORT (continued)

Key Audit Matters (continued)

[T(ey audit matter

How our audit addressed the key audit matters

Valuation of Insurance contract liabilities

As at 31 December 2017, net insurance contract liabilities
~amounted to AED 1.6 billion (31 December 2016: AED
1.5 billion), as detailed in Note 18 to these consolidated
financial statements.

As set out in Note 3.18 and Note 4.6, valuation of these
liabilities requires professional judgment and also involve
number of assumptions made by management.

This is particularly the case for those liabilities that are
based on the best-estimate of technical reserves that
includes ultimate cost of all claims incurred but not settled
at a given date, whether reported or not, together with
the related claims handling costs and related technical
reserves. A range of methods are used by management
and the internal actuary/independent external actuary to
determine these provisions. Underlying these methods are
a number of explicit or implicit assumptions relating to the
expected settlement amount and settlement patterns of
claims.

Furthermore, valuation of life insurance contract liabilities
involves complex and subjective judgement made by
management and the internal actuary/independent external
actuary about variety of uncertain future outcomes,
including the estimation of economic assumptions, such
as investment return, discount rates, and operating
assumptions, such as expense, mortality and persistency.
Changes in these assumptions can result in material impacts
to the valuation of these liabilities.

The valuation of these liabilities also depends on accurate
data about the volume, amount and pattern of current
and historical claims since they are often used to form
expectations about future claims. As a result of all of the
above factors, insurance contract liabilities represent a
significant risk for the Group.

Our audit procedures included:

+» Testing the source

documentation.

underlying Group data to

« Evaluating and testing of key controls around the claims
handling and case reserve setting processes of the Group.

» Evaluating and testing of key controls designed to ensure
the integrity of the data used in the actuarial reserving
process.

» Checking samples of claims case reserves through
comparing the estimated amount of the case reserve to
appropriate documentation, such as reports from loss
adjusters.

« Re-performing reconciliations between the claims data
recorded in the Group's systems and the data used in the
actuarial reserving calculations.

In addition, with the assistance of our actuarial specialists,
we:

- performed necessary reviews to ascertain whether the
results are appropriate for financial disclosure.

- reviewed the actuarial report compiled by the
independent external actuaries of the Group and
calculations underlying these provisions, particularly the
following areas;

- appropriateness of the calculation methods and
approach (actuarial best practice)

— review of assumptions

— sensitivities to key assumptions

~ risk profiles

- consistency between valuation periods

- general application of financial and mathematical
rules

ll.—.‘.- -
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INDEPENDENT AUDITOR’S REPORT (continued)

Key Audit Matters (continued)

[ Key audit matter

How our audit addressed the key audit matters

IT systems and controls over financial reporting

We identified IT systems and controls over financial
reporting as an area of focus because the Group’s financial
accounting and reporting systems are vitally dependent
on complex technology due to the extensive volume and
variety of transactions which are processed daily and
there is a risk that automated accounting procedures and
related internal controls are not accurately designed and
operating effectively. A particular area of focus related
to logical access management and segregation of duties.
The incorporated key controls are essential to limit the
potential for fraud and error as a result of change to an
application or underlying data. Our audit approach relies on
automated controls and therefore procedures are designed
to test access and control over IT systems.

We assessed and tested the design and operating
effectiveness of the controls over the continued integrity
of the IT systems that are relevant to financial reporting.
We examined the framework of governance over the
Group's IT organisation and the controls over program
development and changes, access to programs and data
and IT operations, including compensating controls where
required. We also tested the accuracy and completeness of
key computer generated reports heavily used in our testing
such as aging report of overdue loans and advances.

In events deficiencies are noted during our testing
affecting applications and databases, we performed a
combination of controls testing and substantive testing

in order to determine whether we could place reliance
on the completeness and accuracy of system generated
information. In addition and where appropriate, we
extended the scope of our substantive audit procedures.

Other information

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

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

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

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

When we read the remaining information of the annual report of the Group, if we conclude that there is a material mis-
statement therein, we are required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

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

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

The Board of Directors and the Audit Committee are responsible for overseeing the Group’s financial reporting process.

Mashreq Annual Report 2017
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INDEPENDENT AUDITOR'’S REPORT (continued)

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

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

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

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

Obtain an understanding of internal controls relevant to the audit in order to design audit procedures that are appropri-
ate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the internal controls.

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

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

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclo-
sures, and whether the consolidated financial statements represent the underlying transactions and events in a manner
that achieves fair presentation.

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

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

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

From the matters communicated with the Groups' Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law and regulations preclude public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication.
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INDEPENDENT AUDITOR’S REPORT (continued)

Report on Other Legal and Regulatory Requirements

Further, as required by the UAE Federal Law No. (2) of 2015, we report that:

i)
it)

iiii)
iv)

v)

Vi)

vii)

viii)

We have obtained alt the information we considered necessary for the purposes of our audit;

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

The Group has maintained proper books of account;
The financial information included in the Directors’ report is consistent with the books of account of the Group;

As disclosed in Note 7 {m) to the consolidated financial statements, the Group has purchased or invested in shares
during the year ended 31 December 2017;

Note 37 to the consolidated financial statements of the Group discloses material related party transactions and the
terms under which they were conducted and principles of managing conflict of interest;

Based on the information that has been made available to us nothing has come to our attention which causes us to
believe that the Bank has contravened during the year ended 31 December 2017 any of the applicable provisions of
the UAE Federal Law No. (2) of 2015 or of its Articles of Association which would materially affect its activities or its
financial position as at 31 December 2017; and

Note 31 to the consolidated financial statements of the Group discloses social contributions made during the year
ended 31 December 2017.

Further, as required by the UAE Union Law No (10) of 1980, as amended, we report that we have obtained all the information
and explanations we considered necessary for the purpose of our audit.

Musa Ramahi
Registration No. 872

Deloitte & Touche (M.E.)
Building 3, Level 6, Emaar Square, Downtown Dubai
P.O. Box 4254, Dubai, United Arab Emirates

28 January 2018
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Consolidated statement of financial position
at 31 December 2017

31 December 2017

31 December 2016

Notes AED’'000 UsD’000 AED'000 usD’000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 16,899,076 4,600,892 18,629,582 5,072,034
Deposits and balances due from banks 6 20,135,427 5,482,011 18,667,750 5,082,426
Other financial assets measured at fair
value 7 1,580,545 430,314 2,419,199 658,644
Loans and advances measured at
amortised cost 8 53,394,165 14,536,936 53,428,461 14,546,273
Islamic financing and investment products
measured at amortised cost 9 9,339,467 2,542,735 7,565,063 2,059,641
Other financial assets measured at
amortised cost 7 12,583,404 3,425,920 10,849,298 2,953,797
Other assets 10 9,381,071 2,554,062 9,552,316 2,600,685
Goodwill 11 14,414 3,925 15,365 4,183
Investment properties 12 517,691 140,945 520,864 141,809
Property and equipment 13 1,342,976 365,635 1,165,638 317,353
[ Total assets 125,188,236 34,083,375 122,813,536 33,436,845 |
LIABILITIES AND EQUITY
Liabilities
Deposits and balances due to banks 14 9.313.430 2,535,647 8,932,076 2,431,820
Repurchase agreements with banks 15 557,183 151,697 605,600 164,879
Customers' deposits 16 69,380,208 18,889,248 69,947,124 19,043,595
Islamic customers’ deposits 17 6,680,874 1,818,915 7,093,383 1,931,223
Insurance and life assurance funds 18 1,582,695 430,900 1,510,758 411,314
Other liabilities 19 10,321,394 2,810,072 10,267,090 2,795,287
Medium-term loans 20 6,226,032 1,695,081 4,971,860 1,353,624
| Total liabilities 104,061,816 28,331,560 103,327,891 28,131,742 |
Equity
Capital and reserves
Issued and paid up capital 21(a) 1,775,308 483,340 1,775,308 483,340
Statutory and legal reserves 21(b) 901,621 245,473 899,351 244,855
General reserve 21{c) 312,000 84,944 312,000 84,944
Cumulative translation adjustment 21(d) (59,163) (16,108) {298,562) (81,286)
Investments revaluation reserve 21(e) (184,989) {50,365) {248,283) (67,597)
Cash flow hedging reserve 21(f) - - 7,624 2,076
Retained earnings 17,618,669 4,796,806 16,310,198 4,440,566
Equity attributable to owners of the
Parent 20,363,446 5,544,090 18,757,636 5,106,898
Non-controlling interests 22 762,974 207,725 728,009 198,205
| Total equity 21,126,420 5,751,815 19,485,645 5,305,103 |
[ Total liabilities and equity 125,188,236 34,083,375 122,813,536 33,436,845 |

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

Abdulla Bin Ahmad Al Ghurair
Chairman

Abdul Aziz Abdulla Al Ghurair
Chief Executive Officer
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Consolidated statement of profit or loss
for the year ended 31 December 2017
Year ended Year ended
31 December 2017 31 December 2016
Notes ) AED'000 USD’'000 AED’'000 usD’'000
Equivalent Equivalent
Interest income 24 4,684,098 1,275,279 4,466,079 1,215,921
Income from Islamic financing and
investment products 25 406,676 110,720 347,555 94,624
Total interest income and income from
Islamic financing and investment products 5,090,774 1,385,999 4,813,634 1,310,545
Interest expense 26 (1,440,450) (392,173)  (1,345,530) (366,330)
Distribution to depositors — Islamic products 27 (151,901) (41,356) (105,737) (28,788)
Net interest income and income from
Islamic products net of distribution to
depositors 3,498,423 952,470 3,362,367 915,427
Fee and commission income 28 2,988,476 813,634 3,049,142 830,150
Fee and commission expenses 28 (1.430,877) (389.566) (1,364,469) (371,486)
Net fee and commission income 1,557,599 424,068 1,684,673 458,664
Net investment income 29 187,368 51,012 262,517 71,472
Other income, net 30 772,266 210,255 859,068 233,887
Operating income 6,015,656 1,637,805 6,168,625 1 Q_g4_59j
General and administrative expenses 31 (2,360,756) (642,732) (2,406,701) (655,241)
Allowances for impairment, net 32 (1,487,682) (405,032) (1,733,659) (472,001)
Profit before taxes 2,167,218 590,041 2,028,265 552,208
Overseas income tax expense (77.688) (21,152) (74,354) (20,243)
Profit for the year 2,089,530 568,889 1,953,911 531 ,9§]
Attributable to:
Owners of the Parent 2,052,320 558,759 1,926,412 524,479
Non-controlling interests 37,210 10,130 27,499 7,486
2,089,530 568,889 1,953,911 531,965
Earnings per share 33 AED 11.56 UsSD 3.15 AED 10.85 UsD 2.95!
The accompanying notes form an integral part of these consolidated financial statements.
— Mashreq Annual Report 2017
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Consolidated statement of comprehensive income
for the year ended 31 December 2017

Year ended Year ended
31 December 2017 31 December 2016
AED’'000 UsD’'000 AED'000 UsD’'000
Equivalent Equivalent
Profit for the year 2,089,530 568,889 1,953,911 531,965
Other comprehensive income/(loss) .
Items that will not be reclassified subsequently
to profit or loss:
Changes in fair value of financial assets measured
at fair value through other comprehensive income,
net [Note 7(l)] 47,133 12,832 12,330 3,357
items that will be reclassified subsequently to
profit or loss:
Cumulative translation adjustment 240,636 65,515 (236,665) (64,434)
Loss on hedging instruments designated in
hedges of the net assets of foreign operations {1.237) (337) (1,287) (350)
Cash flow hedges - fair value loss arising
during the year [Note 21(f)] (7,624) (2,076) (1,597) (435)
Total other comprehensive gain/(loss) for the year 278,908 75,934 (227,219) (61,862) ]
Total comprehensive income for the year 2,368,438 644,823 1,726,692 470,103 |
Attributable to:
Owners of the Parent 2,315,933 630,529 1,699,146 462,604
Non-controlling interests 52,505 14,294 27,546 7,499
2,368,438 644,823 1,726,692 470,103

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of changes in equity
for the year ended 31 December 2017

Issued Equity
and Statutory Cumulative Investments Cash flow attributable Non-
paidup  and legal General translation revaluation hedging  Retained to owners of controlling
capital  reserves reserve adjustment reserve reserve  earnings the Parent  interests Total
AED'000 AED'000 AED'000  AED'000 AED'000 AED'000 AED'000 AED'000 AED'000  AED'000
IBalance at 1 january 2016 1,775,308 896,595 312,000 (60,610) (276,416) 9,221 15,112,512 17,768,610 717,118 18,485,728
Profit for the year - - - - - - 1,926,412 1,926,412 27,499 1953911
Other comprehensive
income/({loss) for
the year - - - {237,952) 12,283 {1,597) - (227,266) 47  {227,219)
Total comprehensive
income/(loss) for
the year - - - (237,952) 12,283 (1.597) 1,926,412 1,699,146 27,546 1,726,692
Transfer from investment
revaluation reserve to
retained earnings - - - - 15,850 - (15,850) - - -
Transfer to statutory
and legal reserves - 2,756 - - - - (2,756) - - -
Payment of dividends
[Note 21(g)} - - - - - - {710,120) (710,120) (16,655) (726,775)
Balance at 31
December 2016 1,775,308 899,351 312,000 (298,562) (248,283) 7,624 16,310,198 18,757,636 728,009 19,485,645
Profit for the
year ended
31 December 2017 - - - - - - 2,052,320 2,052,320 37,210 2,089,530
Other comprehensive
income/(loss) for
the year - - - 239,399 31,838 (7,624) - 263,613 15,295 278,908
Total comprehensive
income/(loss) for
the year - - - 239,399 31,838 (7.624) 2,052,320 2,315,933 52,505 2,368,438
Transfer from investment
revaluation reserve to
retained earnings - - - - 31,456 - (31,456) - - -
Transfer to statutory
and legal reserves - 2,270 - - - - (2,270) - - -
Payment of dividends
[Note 21(g)] - - - - - - (710,123) (710,123) (17,540) (727,663)
Balance at 31
December 2017 1,775,308 901,621 312,000 (59,163) (184,989) - 17,618,669 20,363,446 762,974 21,126,420

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows
for the year ended 31 December 2017

Year ended Year ended
31 December 2017 31 December 2016
Notes AED'000 uUsD’000 AED’'000 uUsD’'000
Equivalent Equivalent
Cash flows from operating activities
Profit before taxation for the year 2,167,218 590,041 2,028,265 552,208
Adjustments for:
Depreciation of property and equipment 13 150,600 41,002 155,611 42,366
Allowances for impairment, net 32 1,487,682 405,032 1,733,659 472,001
Loss/(gain) on disposal of property and
equipment 30 1,566 426 (53,837) (14,658)
Reversal of impairment on property and
equipment 13 - - (35,171) (9,576)
Loss from disposal of investment properties 30 300 82 250 69
Fair value adjustments of other financial assets
measured at FVTPL 29 (30,380) (8,271) (6,310) (1,718)
Fair value adjustments of investment
properties 30 773 210 2,161 588
Net realised gain from sale of other
financial assets measured at FVTPL 29 (44,744) (12,182) (24,029) (6,542)
Dividend income from financial assets
measured at FVTOCI 29 (22,476) (6,119) (26,878) (7,318)
Net realised (gain)/toss from sale of other
financial assets measured at amortised cost 29 (8,636) (2,351) 490 133
Fair value adjustment ~ derivatives 30 (64) 17) (6,954) (1,893)
Operating cash flows before changes in
operating assets and liabilities 3,701,839 1,007,853 3,767,257 1,025,660
Decrease/(increase) in deposits with central
banks 2,015,817 548,820 (430,654) (117,249)
Increase in deposits and balances due
from banks maturing after three months (915,762) (249.323) (1,997,519) (543,839)
Increase in loans and advances measured at
amortised cost {1,319,000) (359,107) (1,512,319) (411,739)
Increase in Islamic financing and investment
products measured at amortised cost (1,867,335) (508,395) (1,011,571) (275,407)
Decrease/(increase) in other assets 135,979 37,021 (2,651,224) (721,814)
Decrease in other financial assets
carried at FVTPL 771,440 210,030 210,633 57,347
Decrease in repurchase agreements
with banks (48,417) (13,182) (128,964) (35,111)
(Decrease)/increase in customers’ deposits (566,916) (154,347) 4,703,334 1,280,516
Decrease in Islamic customers' deposits (412,509) (112,308) (1,298,107) (353,419)
Increase in medium-term loans (not qualified
as Tier 2 capital) 1,254,172 341,457 866,004 235,776
Increase/{decrease) in deposits and balances
due to banks 381,354 103,826 {299,837) {81,633)
Increase/(decrease) in insurance and life
assurance funds 71,937 19,585 (48,946) (13,326)
Increase in other liabilities 54,304 14,785 2,862,954 779,459
Overseas tax paid (77.688) {21,151) (74,354) (20,243)
INet cash generated from operating activities 3,179,215 865,564 2,956,687 804,978|

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows
for the year ended 31 December 2017 (continued)

Year ended Year ended
31 December 2017 31 December 2016
Notes AED’000 UsD’'000 AED'000 usD’'000
Equivalent Equivalent
Cash flows from investing activities
Purchase of property and equipment 13 (332,614) {90,556) (136,063) (37,043)
Proceeds from sale of property and
equipment 3,110 847 69,192 18,838
Proceeds from sale of investment properties 2,100 572 4,250 1,157
Increase in other financial assets
measured at amortised cost (1,725,470) (469,771)  (1,419,720) (386,529)
Net decrease/(increase) in other financial assets
measured at FVTOCI 189,471 51,585 (99,194) (27,006)
Dividend income from other financial
assets measured at FVTOCI 29 22,476 6,119 26,878 7,318
Net cash used in investing activities (1.840,927) (501,204) (1,554,657) (423,265)
Cash flows from financing activities
Dividend paid (727,663) (198,111) (726,775) (197,870)
Net cash used in financing activities (727,663) (198,111) (726,775) (197,870)
Net increase in cash and cash equivalents 610,625 166,249 675,255 183,843
Net foreign exchange difference 231,775 63,100 (239,549) (65,219)
Cash and cash equivalents at 1 January 20,313,437 5,530,476 19,877,731 5,411,852
{Cash and cash equivalents at 31 December 35 21,155,837 5,759,825 20,313,437 5,530,476)
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Chairman’s Report

2016 was a difficult year for the banking sector as it had to contend with the threefold impact of reduced
confidence on the back of lower oil prices; strong US dollar impacting non-oil private sector firms; and fiscal
consolidation. The tough macroeconomic environment led to reduced appetite for both business credit and
personal loans and the economic slowdown also led to higher credit losses in SME and personal lending sectors.
In this environment, we maintained robust capital and liquidity levels and placed a strong emphasis on cost
management. We also strengthened our risk management and underwriting criteria and it is a testament to
our diversification strategy that we were able to grow our balance sheet by 6.6% and revenues by 3.2% in the
year. Our international franchises continue to record strong growth rates and improved their contribution to
bank’s bottom line.

Mashreq's Total Assets increased by 6.6% to reach AED 122.8 billion in 2016, compared to AED 115.2 billion at
the end of 2015. On a year-on-year basis, Loans and Advances grew by 1.4% to end at AED 61.0 billion driven
by 14.4% growth in Islamic finance. Customer Deposits at AED 77.0 billion, increased by 4.6% as compared
to December 2015, driven by 7.2% growth in conventional deposits. The bank continued to exhibit a healthy
liquidity position with Liquid Assets to Total Assets standing at 30.4% as of December 2016. Both Loan-to-
Total Assets Ratio at 49.7% and Loan-to-Deposit ratio at 79.2% also continued to remain more conservative
vis-a-vis the market.

Total operating income crossed the AED 6 billion mark and stood at AED 6.2 billion, a year-on-year increase of
3.2%. A slight decline in net interest margin from 3.60% as of December 2015 to 3.52% as of December 2016
was offset by a 1.4% year-on-year increase in loan volume and led to AED 3.6 billion in Net Interest Income
& Net Income from Islamic Products - up by 4.2% compared to 2015. We maintained our consistently high
proportion of net fee and commission income and Mashreq’s best-in-class Net Fee, Commission, Investment
and Other Income to operating income ratio remained high at 42.2%. Strong and disciplined cost management
resulted in Operating expenses decreasing by 2.7% year-on-year to reach AED 2.4 billion and Efficiency ratio
(Expenses to Income ratio) improved significantly to 39% from 41.4% last year.

In spite of deteriorating market conditions, we were able to restrict the net growth in our Non-Performing Loans
to AED 0.3 billion leading to a Non-Performing Loans to Gross Loans ratio of 3.1% at the end of December
2016. Net Allowances forimpairment for 2016 were AED 1.7 billion and total Provisions for Loans and advances
reached AED 3.3 billion, constituting 151.1% coverage for Non-Performing Loans as on December 2016 (145%
in December 2015).

In a tough year, Mashreq delivered a net profit of AED 1.9 billion with resulting Earnings per share of AED 10.85.

The bank continued to maintain healthy Tier-1and Total Capital Adequacyratio of 16.0% and 16.9% respectively.
Your Board, in keeping with its established practice of funding the growth through internal capitalization, is
recommending a cash dividend of 40% of paid up capital. This cash dividend will constitute 37% of the profit
for 2016, thereby retaining remaining profit so as to maintain necessary capital adequacy ratios for upcoming

Basel lll capital requirements.
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UAE Economy

A slowdown in growth was the main theme for the UAE
economy for 2016 with IMF projecting a 2.3% GDP
growth in 2016 against a 4% growth in 2015. However,
the UAE economy has remained somewhat resilient
in comparison to other regional markets, as a result of
diversification, government initiatives and the ease of
doing business. Emphasis on sectors such as retail, leisure

and hospitality, financial services and education coupled

with the government'’s diversification strategy which
promotes growth in non-oil sectors is expected to lead to an -
estimated non-oil GDP growth of around 3.5% in 2016. The UAE ) L
Purchasing Managers’ Index (PMI) also ended 2016 on a strong note -

and stood at 55.0 in December signaling a healthy non-oil private sector.

The overall UAE banking sector showed a steady growth in assets of 5.4% in 2016 reaching AED 2.6 trillion and
Gross credit increased by 6.0% to reach AED 1.6 trillion in December 2016. The lending to the private sector
was the major driver of growth in 2016 and contributed to around 65% of loan growth. Within the private
sector the growth was led by credit to business & industrials with a 45% contribution to the credit growth
in 2016. Lending to Government and GRE's was also healthy and contributed to around 24% of the total
loan growth.

The banking sector deposits grew by 6.2% to reach AED 1.6 trillion in December 2016. Within deposits, resident
deposits contributed to 70% of the deposit growth with the private sector being the main driver contributing
62% of the deposit growth. GRE deposits, on the other hand, saw a 12% decline during the course of the
year. The matched growth in credit and deposits led to a nearly constant gross loan to deposit ratio from
December 2015 to 2016. The UAE banking sector Capital Adequacy ratio as on December 2016 remained high
at 19.0%, a reflection of the intrinsic strength of the sector. The Tier 1 ratio also remained strong at 17.3% as on
December 2016. '

Looking ahead to 2017, relatively higher (and stable) oil prices are expected to boost sentiment and reduce the
pressure on the government's budget. Though significant fiscal stimulus is not expected in the year, further spending
cuts are also not expected. Construction and other Expo 2020 related spending should pick up in 2017, aiding
growth in the non-oil economy. The UAE Cabinet has also announced Investment programmes to boost UAE's non-
oil economy across health, education, energy, transport, water and technology sectors and an estimated AED 300
billion has been allocated specifically for them. The UAE Purchasing Managers' Index (PMI) rose to 55.3 in January
2017 and the PMI data suggests the non-oil sectors started 2017 with solid expansion in activity.
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IMF expects Abu Dhabi's GDP to grow at 1.7% while Dubai is projected to grow at 3.6% - the UAE, as a whole,
is projected to report a GDP growth of 2.5% in 2017. After extreme price volatility in the oil market in 2016,
the production cut agreement signed by OPEC members towards the end of the year has helped the market to

- achieve a relative degree of stability. This recent bounce in crude prices coupled with the fructification of all

the reforms introduced in 2016 is expected to improve investor confidence and consumer sentiment and help
the economy grow at a faster pace in 2017.

Outlook for 2017

2017 has a special significance for Mashreq as on 1*t May 2017 we will be completing 50 years of uninterrupted
profitable operations. We have put in place the foundations and have assembled a strong senior leadership
and management team that we believe can drive the bank forward. The bank is well positioned to leverage
its strong brand name and prudently tap into available growth opportunities in its preferred segments and
markets. Digital will be at the forefront of our initiatives as we continue to invest in innovations that result in
positive experiences for our customers; Mashreq’s strategy on innovation and focus on customer experience
has served us well in the past and will remain the mainstay of our future strategy. Our plans for 2017 have been
drawn and are expected to deliver a healthy growth in balance sheet footing and net profit.

For a third year in succession, Mashreq was awarded the Gallup Great Workplace Award in 2016. In any given
year, this award is only given to an exclusive group of companies that meet a rigorously evaluated work culture
standard (typically less than 40 globally), and the list of multiple repeat winners is even more exclusive. While
this external vindication is important for the recognition and what it says about Mashreq’s work culture, it is
even more important in terms of laying the foundation from which to maximize the impact of our new Values,
Vision, Mission and strategy.

On behalf of the Board of Directors, | take this opportunity to thank the CEO and the staff of Mashreq for their
perseverance and dedication and for delivering a stable performance in these challenging times. | also want
to express my thanks to our customers, shareholders, the Central Bank and the Government of UAE for their
continued support and trust.

Thank you.

Abdulla Bin Ahmad Al Ghurair

Chairman
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Independent auditor’s report

The Shareholders
Mashregbank psc
Dubai

United Arab Emirates

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Mashregbank psc (the “Bank”) and its subsidiaries
(together the “Group”), Dubai, United Arab Emirates which comprise the consolidated statement of financial
position as at 31 December 2016, and the consolidated income statement, consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows
for the year then ended, and a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Mashregbank psc and its subsidiaries, as at 31 December 2016, and its
consolidated financial performance and their consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs").

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separaie opinion on these matters.
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INDEPENDENT AUDITOR’S REPORT (continued)

Key Audit Matters (continued)

[ KEY AUDIT MATTER

HOW OUR AUDIT ADDRESSED THE KEY AUDIT MATTERS

Impairment of loans and advances and Islamic financing

The management exercises significant judgment when determining
both when and how much to record as loan impairment provisions.
Because of the significance of these judgements and the size of
loans and advances and Islamic financing, the audit of allowance for
related impairment provisions is a key area of focus. At 31 December
2016, the total of gross loans and advances and Islamic finance
was AED 64 billion (2015: AED 63 billion) against which allowance
for impairment provisions of AED 3.3 billion were recorded (2015:
AED 2.8 billion). Judgement is applied to determine appropriate
parameters and assumptions used to calculate impairment.

The accounting policies and critical judgments relative to the
calculations of the impairment provisions on loans and advances and
Islamic financing are summarised in Note 3.14 and Note 4.1 to the
consolidated financial statements respectively.

The Group uses two methods in its calculations of impairment
provisions on loans and advances and Islamic financing:

Individually assessed facilites

These represent mainly corporate facilties which are assessed
individually by the Group’s Credit Risk Unit in order to determine
whether there exists any objective evidence that a loan is impaired.

Impaired facilities are measured based on the present value of
expected future cash flows discounted at the original effective
interest rate or at the observable market price, if available,
or at the fair value of the collateral if the recovery is entirely
collateral dependent.

Impairment loss is calculated as the difference between the facilties
carrying value and its present value or recoverable amount caltcutated
as above.

Collectively assessed facilties

The management of the Group assesses, based on historical
experience and the prevailing economical and credit conditions, the
magnitude of performing retail and wholesale facilties which may be
impaired but not identified as of the reporting date.

Allowances against performing loans and advances are reassessed on
a periodical basis using modelled basis for different portfolios with
common features and allowances are adjusted accordingly based
on the judgment of management and guidance received from the
Central Bank of the UAE.

Our audit procedures included the assessment of controls over the
approval, recording and monitoring of loans and advances, and
evaluating the methodologies, inputs and assumptions used by the
Group in calculating collectively assessed impairments, and assessing
the adequacy of impairment allowances for individually assessed
loans and advances.

We tested the design, implementation and operating effectiveness
of the key controls to determine which loans and advances are
impaired and provisions against those assets. These included testing:

+ System-based and manual controls over the timely recognition
of impaired loans and advances;

« Controls over the impairment calculation models including
data inputs;
+ Controls over collateral valuation estimates

+ Controls over governance and approval process related
to impairment provisions, including continuous reassessment by
the management.

We also assessed whether the financial statement disclosures
appropriately reflect the Group's exposure to credit risk.

Individually assessed facilties

We tested a sample of individual facilities (including toans that had
not been identified by management as potentially impaired) to form
our own assessment as to whether impairment events had occurred
and to assess whether adequate impairments provisions had been
recorded in a timely manner.

Where impairment had been identified, we tested the estimation
of the future expected cash flows prepared by management to
support the calculation of impairment, challenging the assumptions,
including realisation of collateral held. This work involved assessing
the work performed by external experts used by the Group to value
the collateral.

We examined a sample of facilties which had not been identified
by management as potentially impaired and formed our own
judgment as to whether that was appropriate to support
management’s conclusion.

Collectively assessed facilites

For the collective impairment models used by the Group, we tested
a sample of the data used in the models as well as evaluating the
model methodology and re-performing the calculations. For the
key assumptions used in the model, we challenged management to
provide objective evidence that they were appropriate and included
all relevant risks. Further, we considered our industry experience and
knowtedge to consider the appropriateness of the provision.

We recalculated the collective impairment provision as per the Bank's
policies and IFRS and compared it with the calculations as per UAE
Central Bank to ensure adequacy of the provision.

We performed certain test procedures to ensure past due payments
are reflected in the right bucket. We have also involved our IT
auditors to provide us assurance on the accuracy of the ageing
reports generated by the system and its related configuration.
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INDEPENDENT AUDITOR'S REPORT (continued)

Key Audit Matters (continued)

[ KEY AUDIT MATTER

HOW OUR AUDIT ADDRESSED THE KEY AUDIT MATTER

Valuation of financial instruments including derivatives

The fair value of financial instruments is determined through the
application of valuation techniques which often involve the exercise
of judgement by management and the use of assumptions and
estimates. Due to the significance of financial instruments (financial
instruments measured at fair value represent 3% of total assets)
and the related estimation uncertainty, this is considered a key
audit risk. Fair values are generally obtained by reference to quoted
market prices, third party quotes, discounted cash flow models and
recognised pricing models as appropriate.

Our audit procedures included the assessment of controls over the
identification, measurement and management of valuation risk,
and evaluating the methodologies, inputs and assumptions used
by the Group in determining fair values. For the Group’s fair value

‘models, we assessed the appropriateness of the models and inputs.

We compared observable inputs against independent sources and
externally available market data.

For a sample of instruments with the assistance of our own valuation
specialists, we critically assessed the assumptions and models used,
by reference to what we considered to be available alternative
methods and sensitivities to key factors.

We have also assessed the adequacy of the Bank’s disclosures
including the accuracy of the categorisation into the fair value
measurement hierarchy and adequacy of the disclosure of the
valuation techniques, significant unobservable inputs, changes in
estimate occurring during the period and the sensitivity to the key
assumptions.

Valuation of Insurance contract liabilities

As at 31 December 2016, net insurance contract liabilities amounted
to AED 1.5 billion, as detailed in note 18 to these consolidated
financial statements.

As set out in note 3.18 and note 4.6, valuation of these liabilities
requires professional judgment and also involve number of
assumptions made by management.

This is particularly the case for those liabilities that are based on the
best-estimate of technical reserves that includes ultimate cost of all
claims incurred but not settled at a given date, whether reported
or not, together with the related claims handling costs and related
technical reserves. A range of methods are used by management
and the internal actuary/independent external actuary to determine
these provisions. Underlying these methods are a number of explicit
or implicit assumptions relating to the expected settlement amount
and settlement patterns of claims.

Furthermore, valuation of life insurance contract liabilities involves
complex and subjective judgement made by management and the
internal actuary/independent external actuary about variety of
uncertain future outcomes, including the estimation of economic
assumptions, such as investment return, discount rates, and
operating assumptions, such as expense, mortality and persistency.
Changes in these assumptions can result in material impacts to
the valuation of these liabilities.

The valuation of these liabilities also depends on accurate data about
the volume, amount and pattern of current and historical claims
since they are often used to form expectations about future claims.
As a result of all of the above factors, insurance contract liabilities
represent a significant risk for the Group.

Our audit procedures included:
«  Testing the underlying Group data to source documentation.

+  Evaluating and testing of key controls around the claims
handling and case reserve setting processes of the Group.

+  Evaluating and testing of key controls designed to ensure the
integrity of the data used in the actuarial reserving process.

»  Checking samples of claims case reserves through comparing
the estimated amount of the case reserve to appropriate
documentation, such as reports from loss adjusters.

+  Re-performing reconciliations between the claims data recorded
in the Group’s systems and the data used in the actuarial
reserving calculations.

In addition, with the assistance of our actuarial specialists, we:

+  performed necessary reviews to ascertain whether the results
are appropriate for financial disclosure.

+ reviewed the actuarial report compiled by the independent
external actuaries of the Group and calculations underlying
these provisions, particularly the following areas;

> appropriateness of the calculation methods and approach
(actuarial best practice)

> review of assumptions

> sensitivities to key assumptions

> risk profiles

> consistency between valuation periods

> general application of financial and mathematical rules
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INDEPENDENT AUDITOR'’S REPORT (continued)

Key Audit Matters (continued)

b(EY AUDIT MATTER

HOW OUR AUDIT ADDRESSED THE KEY AUDIT MATTER

o 1

R

IT systems and controls over financial reporting

We identified IT systems and controls over financial reporting as an
area of focus because the Bank’s financial accounting and reporting
systems are vitally dependent on complex technology due to the
extensive volume and variety of transactions which are processed
daily and there is a risk that automated accounting procedures and
related internal controls are not accurately designed and operating
effectively. A particular area of focus related to logical access
management and segregation of duties. The incorporated key
controls are essential to limit the potential for fraud and error as
a result of change to an application or underlying data. Our audit
approach relies on automated controls and therefore procedures
are designed to test access and control over IT systems.

We assessed and tested the design and operating effectiveness
of the controls over the continued integrity of the IT systems that
are relevant to financial reporting. We examined the framework of
governance over the Group’s IT organisation and the controls over
program development and changes, access to programs and data
and IT operations, including compensating controls where required.
We also tested the accuracy and completeness of key computer
generated reports heavily used in our testing such as aging report of
overdue loans and advances.

In events deficiencies are noted during our testing affecting
applications and databases, we performed a combination of controls
testing and substantive testing in order to determine whether we

could place reliance on the completeness and accuracy of system
generated information. In addition and where appropriate, we
extended the scope of our substantive audit procedures.

Other information

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

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

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

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

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

Responsibilities of Management for the Consolidated Financial Statements

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

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

The Board of Directors and the Audit Committee are responsible for overseeing the Group's financial

reporting process.
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INDEPENDENT AUDITOR'S REPORT (continued)

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

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

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

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

+ Obtain an understanding of internal controls relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the internal controls.

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

+ Conclude on the appropriateness of management'’s use of the going concern basis of accounting and based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the consolidated financial statements or, if such disclosure are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

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

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

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

From the matters communicated with the Groups' Audit Committee, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore

the key audit matters. We describe these matters in our auditor’s report unless law and regulations preclude

public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter

should not be communicated in our report because the adverse consequences of doing so would reasonably

be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

Further, as required by the UAE Federal Law No. (2) of 2015, we report that:

i)
ii)

iii)

iv)

v)

Vi)

vii)

viii)

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

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

The Group has maintained proper books of account;

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

As disclosed in Note 7 to the consolidated financial statements, the Group has purchased or invested in
shares during the financial year ended 31 December 2016;

Note 37 to the consolidated financial statements of the Group discloses material related party transactions
and the terms under which they were conducted and principles of managing conflict of intrest;

Based on the information that has been made available to us nothing has come to our attention which
causes us to believe that the Bank has contravened during the financial year ended 31 December 2016
any of the applicable provisions of the UAE Federal Law No. (2) of 2015 or of its Articles of Association
which would materially affect its activities or its financial position as at 31 December 2016; and

Note 31 to the consolidated financial statements of the Group discloses social contributions made during
the year ended 31 December 2016.

Further, as required by the UAE Union Law No (10) of 1980, as amended, we report that we have obtained all
the information and explanations we considered necessary for the purpose of our audit.

Musa Ramabhi

Partner
Registration No. 872

Deloitte & Touche (M.E.)
Building 3, Level 6, Emaar Square, Downtown Dubai
P.O.Box 4254, Dubai, United Arab Emirates

25 January 2017
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Consolidated statement of financial position at 31 December 2016

2016 2015
Notes AED'000 UsSD'000 AED'000 usD'000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 18,629,582 5.072,034 19,423,463 5,288,174
Deposits and balances due from banks 6 18,667,750 5,082,426 15,009,990 4,086,575
Other financial assets measured at fair value 7 2,419,199 658,644 3,924,965 1,068,599
Loans and advances measured at amortised cost 8 53,428,461 . 14,546,273 53,555,070 14,580,743
Islamic financing and investment products
measured at amortised cost 9 7,565,063 2,059,641 6,610,606 1,799,784
Other financial assets measured at amortised cost 7 10,849,298 2,953,797 7,993,072 2,176,170
Other assets 10 9,552,316 2,600,685 6,928,970 1,886,461
Goodwill 1 15,365 4,183 18,150 4,940
Investment properties 12 520,864 141,809 527,525 143,622
Property and equipment 13 1,165,638 317,353 1,165,370 317,280
[[Total assets 122,813,536 33,436,845___ 115,157,181 31,352,348 |
LIABILITIES AND EQUITY
Liabilities
Deposits and balances due to banks 14 8,932,076 2,431,820 9,231,913 2,513,453
Repurchase agreements with banks 15 605,600 164,879 734,564 199,990
Customers’ déposits 16 69,947,124 19,043,595 65,243,790 17,763,079
Islamic customers’ deposits 17 7,093,383 1,931,223 8,391,490 2,284,642
Insurance and life assurance funds 18 1,510,758 411,314 1,559,704 424,640
Other liabilities 19 10,267,090 2,795,287 7,404,136 2,015,828
Medium-term loans 20 4,971,860 1,353,624 4,105,856 1,117,848
Sl [ Total liabilities 103,327,891 28,131,742 96,671,453 26,319,480 |
Equity
Capital and reserves
Issued and paid up capital 21(a) 1,775,308 483,340 1,775,308 483,340
Statutory and legal reserves 21(b) 899,351 244,855 896,595 244,104
General reserve 21{c) 312,000 84,944 312,000 84,944
Cumulative translation adjustment 21(d) {298,562) (81,286) (60,610) (16,501)
Investments revaluation reserve 21(é) (248,283) (67,597) (276,416) (75,256)
Cash flow hedging reserve 211(f) 7.624 2,076 9,221 2,510
Retained earnings 16,310,198 4,440,566 15,112,512 4,114,487
Equity attributable to owners of the Parent 18,757,636 5,106,898 17,768,610 4,837,628
Non-controlling interests 22 728,009 198,205 717,118 195,240
[(Totatequity _~ —~ ~~ " " T . T T T 19485645 _ 5305103 18485728 _ _ 5032868 ]
[ Total liabilities and equity .~ 122,813,536 33,436,845 115,157,181 31,352,348 |

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

Abdulla Bin Ahmad Al Ghurair
Chairman

Abdul Aziz Abdulla Al Ghurair
Chief Executive Officer
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Consolidated income statement for the year ended 31 December 2016

2016 » 205
Notes AED'OOO usD’'000 AED'000 UsD'000
Equivalent Equivalent
Interest income 24 4,466,079 1,215,921 4,101,946 1,116,784
Income from Islamic financing and
investment products 25 347,555 94,624 - 258,293 70,322
Total interest income and income from
Islamic financing and investment products 4,813,634 1,310,545 4,360,239 1,187,106
Interest expense 26 {1,345,530) (366,330) (1,033,192) (281,294)
Distribution to depositors — Islamic products 27 (105,737) (28,788) (65,258) (17.767)
Net interest income and income from
Islamic products net of distribution to depositors 3,362,367 915,427 3,261,789 888,045
Fee and commission income 28 3,049,142 830,150 3,024,587 823,465
Fee and commission expenses 28 (1.364,469) (371.486) (1,300,179) (353,983)
Net fee and commission income ) 1,684,673 458,664 1,724,408 469,482
Net investment income 29 262,517 71472 169,106 46,040
Other income, net 30 859,068 233,887 822,202 223,850
{ Operating income v v 6,168,625 1,679,450 5,977,505 1,627,417 |
General and administrative expenses 31 (2,406,701) {655,241) (2,472,527) (673,163)
Allowances for impairment, net 32 (1,733,659) (472,001) (999,805) (272,204)
Profit before taxes 2,028,265 552,208 2,505,173 682,050
Overseas income tax expense (74,354) (20,243) (70,528) (19.202)
L Profit for the year. 1,953,911 531,965 2,434,645 662,848 |
Attributed to:
Owners of the Parent 1,926,412 524,479 2,402,107 653,990
Non-controlling interests 27,499 7,486 32,538 8,858
1,953,911 531 ,955 2,434,645 662,848
L Earnings per share 33 AED 10.85 USD 295 AED 13.53 usD3.68_ |

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of comprehensive income for the year ended
31 December 2016 |

2016 2015
AED’'000 Usb'000 AED’'000 UsD'000
Equivalent Equivalent
Profit for the year 1,953,911 531,965 2,434,645 662,848
Other comprehensive income/(loss)
Items that will not be reclassified subsequently to profit or loss:
Changes in fair value of financial assets measured at fair value
through other comprehensive income, net [Note 7(l)] 12,330 3,357 (178,066) (48,480)
items that will be reclassified subsequently to profit or loss:
Exchange difference arising on translating the foreign operations (236,665) (64,434) (743) (202)
Loss on hedging instruments designated in hedges
of the net assets of foreign operations (1.287) (350) (6,552) (1,784)
Cash ﬂow hedges - fairyalluve (loss)/gain arising
during the year [Note 21(f})) (1,597) (435) 9,221 2,510
|_Total other comprehensive loss for the year ‘ (227,219) ___{61 .862) (176,140) ‘ (47,956[_]
[_Total comprehensive income for the year 1,726,692 470,103 2,258,505 614,892
Attributed to:
Owners of the Parent 1,699,146 462,604 2,282,036 621,299
Non-controlling interests 27,546 7,499 (23,531) (6,407)

1,726,692 470,103 2,258,505 614,892

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

31 December 2016

Equity

Issued and  Statutory Cumulative Investments Cash flow attributable Non-

paidup andlegal General translation revaluation hedging Retained to owners of controlling
capital reserves  reserve adjustment reserve reserve earnings the Parent interests Total
AED'000  AED'000 AED'000  AED'000 AED'000  AED'000 AED'000 AED'000  AED'000  AED'000
Balance at 1]anuary 2015 1,690,770 852,582 312,000 {53,315) (152,150) - 13,512,995 16,162,882 755,668 16,918,550
Profit for the year - - - - - - 2,402,107 2,402,107 32,538 2,434,645

Other comprehensive )

income/({loss) for the year - - . (7,295) {121,997) 9,221 - (120,071) (56,069) (176,140)
Total comprehensive

income/(loss) for the year - - - (7,295) (121,997) 9,221 2,402,107 2,282,036 (23,531) 2,258,505
Issue of bonus shares

[Note 21{a)] 84,538 - = - - - (84,538) N N -
Transfer from investment

revaluation reserve to

retained earnings - - - - (2,269} - 2,269 - - -
Transfer to statutory and

legal reserves - 44,013 - - - - (44,013) - - -
Payment of dividends '

[Note 21(g)] - - - - - - (676,308) (676,308)  (18,129) (694,437)
Additional contribution

attributable to the new

non-controlling interest

shareholders (Note 22) - - - - - - - - 3,110 3,110
Balance at 31 December . ]

2015 1,775,308 896,595 312,000 (60,610) (276,416) 9,221 15112512 17,768,610 717,118 18,485,7281
Profit for the year - - - - - - 1,926,412 1,926,412 27,499 1,953911
Other comprehensive

income/(loss)

for the year - - - (237,952) 12,283 (1,597) - {227,266) 47 (227,219)
Total comprehensive

income/(loss)

for the year - - - (237.952) 12,283 (1.597) 1,926,412 1,699,146 27,546 1,726,692
Transfer from

investment revaluation

reserve to retained

earnings - - - - 15,850 - (15.850) - - -
Transfer to statutory

and legal reserves - 2,756 - - - - (2,756) - - -
Payment of dividends

[Note 21(g)] - - - - - - (710,120) (710,120)  (16,655) (726,775)
Balance at 31 December .

I 2016 1,775,308 899,351 312,000 (298,562) {248,283) 7,624 16,310,198 18,757,636 728,009 19,485,645
-}

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows for the year ended 31 December 2016

2016 . i . 2015
Notes AED'000 UsD’'000 AED’000 UsD'000
Equivalent Equivalent
Cash flows from operating activities
Profit before taxation for the year 2,028,265 552,208 2,505,173 682,051
Adjustments for: ]
Depreciation of property and equipment 13 155,611 42,366 148,637 40,467
Allowances for impairment, net 32 1,733,659 472,001 999,805 272,204
(Gain)/loss on disposal of property and
equipment 30 (53,837) (14,658) 4,959 1,350
Reversal of impairment on property and equipment 13 (35,171) (9.576) - -
a Loss from disposal of investment properties 30 250 69 - -
Fair value adjustments of other financial assets
| 1 measured at FVTPL 29 (6,310) (1,718) 41,291 11,242
Fair value adjustments of investment
properties 30 2,161 588 (34,196) {9,310}
Net realised gain from sale of other »
financial assets measured at FVTPL 29 (24,029) (6,542) {33,305) (9,068)
Dividend income from financial assets '
measured at FVTOCI 29 (26,878) (7.318) (26,088) (7,103)
Net realised loss from sale of other financial ]
assets measured at amortised cost 29 490 133 10,345 2,816
Fair value adjustment — derivatives 30 (6.954) (1.893) (7.070) (1,925)
Operating cash flows before changes in -
operating assets and liabilities 3,767,257 1,025,660 3,609,551 982,724
Increase in deposits with central banks (430,654) (117,249) (1,674,668) (455,940)
Increase in deposits and balances
due from banks maturing after three months (1,997,519) {543,839) (3,333) (907)
Increase in loans and advances measured at
amortised cost (1,512,319) (411,739) (2,282,576) (621,447)
Increase in Islamic financing and investment
products measured at amortised cost (1.011,571) (275,407) (832,666) (226,699)
Increase in othér assets (2,651,224) (721,814) (939,587) (255,809)
Increase/(decrease} in other financial assets
carried at FVTPL 210,633 57,347 (856,247) (233,119)
{Decrease)/increase in repurchase agreements
with banks (128,964) (35,111) 111,528 30,364
Increase in customers’ deposits 4,703,334 1,280,516 1,938,413 527,747
(Decrease)/increase in Islamic customers’ deposits (1,298,107) (353,419) 3,208,724 873,598
Increase in medium-term loans (not qualified
as Tier 2 capital) 866,004 235,776 97,613 26,576
Increase in deposits and balances due to banks (299,837) (81,633) 1,007,380 274,266
Decrease in insurance and life
assurance funds {48,946) (13,326) (95,435) (25,983)
Increase in other liabilities 2,862,954 779,459 1,481,502 403,349
Overseas tax paid (74,354) (20,243) (70,528) (19,202)
| [Netcash generated from operating activities 2956687 ~ 804578 4699671 1279518

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows for the year ended 31 December 2016 (Continued)

2016 .. 2015
Notes AED’000 usD’000 AED’000 USD‘000
Equivalent Equivalent
Cash flows from investing activities
Purchase of property and equipment 13 {136,063) (37,043) (231,119) (62,924)
Proceeds from sale of property and equipment 69,192 18,838 18,273 4,975
Proceeds from sale of investment properties 4,250 1157 (3.012) (820)
Net increase in other financial assets measured
at amortised cost (1,419,720} (386,529) (389,865) (106,143)
Net increase in other financial assets measured at FVTOCI| (99,194) (27,006) (45,436) (12,370)
Dividend income from other financial assets
measured at FVTOCI . 29 26,878 7,318 26,088 7,103
[ Net cash used in investing activities (1,554,657) (323,265) (625,071) (170,179)]
Cash flows from financing activities ‘ v
Dividend paid (726,775) (197.870) (694,437) (189,064)
Additional contribution by non-controlling intérest 22 - - 3110 847
[ "Net cash used in financing activities (726,775) (197,870) (691,327) (188,217) |
Net increase in cash and cash e_'q'u,i\'/a'le'nts 675,_25_5 183,843 3,383,273 921,121
Net foreign exchange difféerence (239,549) (65,219) 1,926 524
Cash and cash equivalents at 1 January 19,877,731 5,411,852 16,492,532 4,490,207
[ Cash and cash equivalents at 31 December 35 20,313,437 5,530,476 19,877,731 5.411,852']

The accompanying notes form an integral part of these consolidated financial statements.
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Chairman’s Report

During 2015 banks had to deal with a challenging operating environment as a result of the sharp reduction -
in oil prices. Though we began the year with cautious optimism it quickly became clear that the prolonged
low oil prices added to regional geo-political tensions was negatively impacting consumer and corporate
sentiment and leading to a larger than expected economic slowdown. In this backdrop, we repositioned our
growth strategy midway and were able to steer the bank to a cautious growth mode in a fast deteriorating
risk environment. One of our key strengths had been the diversity of our revenue streams making us not
overly dependent on any one particular business segment or product. Building on that strength in 2015, our
retail and international franchises recorded double-digit growth rates and improved their contribution to
bank revenue pool. ‘

During uncertain market conditions managing risk reward equation becomes more challenging but | am happy
to state that our investment in risk management people, systems and processes helped us to maintain a
healthy balance with risk cost contained well within the given risk parameters.

The bank’s Total Assets increased by 8.8% to reach AED 115.2 billion in 2015, Loans and Advances grew by
3.7% to reach AED 60.2 billion during the year and Customer Deposits grew at a rate of 7.5% to reach AED
73.6 billion. The faster growth in deposits helped us to improve our 2015 Advances to Deposits ratio to 81.7%
versus 84.8% at the end of 2014. In these times of tighter liquidity, it is heartening to state that we remain
one of the most liquid banks in UAE with both a low Advances to Deposits ratio of 81.7% against a market
net ratio of around 96% and a high liquid assets to total assets ratio of 29.9% at year end.

Net interest/profit income saw a healthy growth of 7.3% in the year on the back of a 9.0% year on year
increase in average loan volumes. We were also successful in maintaining stable Net Interest Margin (NIM)
and it continues to remain high at 3.1%. Mashreq's best-in-class Fee and Other Income contribution to total
operating income ratio also stayed high at 45.4% and both these led to us achieving a full year Total operating
income of almost AED 6.0 billion for 2015. As we continue to invest for growth, Operating Expenses of the
bank grew at 11.9% leading to an Efficiency Ratio (Expenses to Income ratio) of 41.4% in 2015.

Asset quality continued to improve as the Non-Performing Loans to Gross Loans ratio declined from 3.7%
in December 2014 to 2.8% at the end of December 2015. The bank continued with its prudent provisioning
policy in the year and the Total Provisions coverage for Non-Performing Loans stood at 145% as on December
31, 2015 - an improvement from 120.4% coverage last year.
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Abdulla Bin Ahmed Al Ghurair

Chairman
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Notwithstanding market uncertainties, Mashreqdelivered stable financial results for the year ending December

2015, reporting a net profit of AED 2.4 billion with a resulting Earnings per share of AED 13.53.

The bank continued to maintain healthy Tier-1 and Total Capital Adequacy ratio of 15.9% and 16.9%
respectively. Your Board, in keeping with its established practice of funding the growth through internal
capitalization, is recommending a cash dividend of 40% of paid up capital. This cash dividend will constitute
only 29% of the profit for 2015, thereby retaining remaining profit so as to maintain high capital adequacy
ratios for further growth going forward.

UAE Economy

The overarching theme for the UAE economy for 2015 was the sustained fall in global oil prices and its
associated transmission channels into the economy. The slump in oil prices led to weaker real estate and
corporate activity and resulted in a real GDP growth of around 3 percent for the year. The stock markets
also had a muted year with the Dubai (DFM) and Abu Dhabi (ADX) stock indices moving down by 16.5%
and 4.9% respectively and seeing over 60% drop in total trading values. Oil GDP grew marginally on the
back of increased oil production and non-oil GDP grew by around 4 percent driven by trade, tourism and
transportation. Operating conditions in the non-oil private sector economy continue to remain healthy with
the UAE Purchasing Manager's Index (PMI) standing at 53.3 in December.

The UAE banking sector activity showed a modest growth in assets of 7.4% in 2015 reaching AED 2.5 trillion
and Gross credit increased by 7.8% to reach AED 1.5 trillion in December 2015. The lending to the private
sector was the major driver of growth in 2015 and contributed to around 75% of loan growth. Lending to
Government and GRE's was also healthy and contributed to around 15% of total loan growth. Within the
private sector the business and industrial sector credit was the major contributor.

Bank deposits, on the other hand, grew by only 3.5% to reach AED 1.5 trillion in December 2015. Within
deposits, resident deposits contributed to 65% of the deposit growth and the increase in private sector
deposit growth was offset by the steep decline in Government deposits. Banking sector liquidity has tightened
compared to the previous years and the gross loan to deposit ratio has increased by around 400 bps during the
course of the year for the sector. UAE banking sector Capital Adequacy ratio as on December 2015 remained
high at 18.3%, a reflection of the intrinsic strength of the sector. Tier 1 ratio also remained strong at 16.6%
as on December 2015.

Economic growth for 2016 is expected to slow in the new low oil price environment as reduced oil revenues
impact public expenditure. The weak outlook for oil prices and reservations about global growth prospects
have accelerated moves towards fiscal consolidation, tightened liquidity, impacted consumer and corporate
sentiment, while also muting activity in stock markets.
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However, robust macroeconomic fundamentals, large external savings, a resilient banking system, and

relatively diversified economic activity should ensure economic growth holds at around 3 percent through
2016. The current environment of low oil prices should also increase policy initiatives boosting diversification
as the UAE further enhances its role as a regional hub for finance, trade, transport and tourism. The Non-
oil sector growth is thus poised to be resilient at rates of near 5 percent in 2016. This sector will continue
to be led higher by buoyant levels of activity in the tourism and construction (particularly in transport and
hospitality) sectors. Activity in the construction sector is also set to accelerate as the Dubai Expo 2020 draws
closer.

Outlook for 2016

Looking forward, a number of economic uncertainties loom on the horizon like further hike in US interest
rates; fiscal constraints brought on by sustained low oil prices; and impact of removal of sanctions on Iran by
the West. In the backdrop of this shifting operating paradigm we persist in our quiet confidence about the
performance outlook for the bank and are confident of sustaining the strides we have achieved in the recent
past. We have assembled a strong senior leadership and management team that we believe can drive the bank
forward in these times. All the business segments of the bank will continue to leverage their market leading
positions and deliver on their established plans in the coming year. Customers are at the heart of the bank and
the aspiration to provide them the most innovative products and services will remain our core tenet.

Our foundation for sustained success is our greatest asset - our employees. We continuously invest in ensuring
a work environment which is second to none and Mashreq’s workplace culture is an achievement that we
take great pride in. For a second running year Mashreq has won the Gallup Great Workplace Award. Mashreq
is one of an elite group of 40 companies from across the world that has won the award for 2015. This second
award is even more important, because it shows that we have sustained our excellence in building a world-
class Workplace culture. It is this culture that will allow us to continuously deliver on our mission.

| take this opportunity to thank the CEO and the staff of Mashreq for their commitment and dedication and
for delivering a sustained performance in these challenging times. | also want to express my thanks to our

customers, the Central Bank and the Government of UAE for their continued support.

Thank you.

Abdulla Bin Ahmed Al Ghurair

Chairman
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Board of Directors’ Report

The Board of Directors has pleasure in submitting their report and the audited consolidated financial statements for the year ended 31
- December 2015.

Incorporation and registered offices

Mashregbank psc was incorporated in the Emirate of Dubai in 1967 under a decree issued by The Ruler of Dubai. The address of the
registered office is P.O. Box 1250, Dubai, United Arab Emirates.

Principal activities

The principal activities of the Bank are retail banking, commercial banking, investment banking, Islamic banking, brokerage and asset
management these activities are carried out through its branches in the United Arab Emirates, Bahrain, Kuwait, Egypt, Hong Kong, India,
Qatar, the United Kingdom and the United States of America.

Financial position and results

The financial position and results of the Group for the year ended 31 December 2015 are set out in the accompanying consolidated
financial statements.

Dividend

The Directors recommend the distribution of 3 40% cash dividend in respect of the year ended 31 December 2015, subject to the
Central Bank's approval.

Directors

The following were the Directors of the Bank for the year ended 31 December 2015:

Chairman: Abdulla Bin Ahmad Al Ghurair
Vice Chairman: Ali Rashed Ahmad Lootah
Director & Chief Executive Officer: H.E. Abdul Aziz Abdulla Al Ghurair
Directors: Rashed Saif Saeed Al Jarwan

Sultan Abdulla Ahmed Al Ghurair
Rashed Saif Ahmed Al Ghurair

Auditors
The consolidated financial statements for the year ended 31 December 2015 have been audited by Deloitte & Touche (M.E.) and, being

eligible, offer themselves for reappointment.

By order of the Board of Directors

Abdulla Bin Ahmad Al Ghurair

Chairman
27 January 2016
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Independent auditor’s report to the shareholders of
Mashregbank psc

Report on the financial statements

We have audited the accompanying consolidated financial statements of Mashregbank psc (the “Bank”), a
Public Shareholding Company, and its Subsidiaries (collectively the “Group”), which comprise the consolidated
statement of financial position as at 31 December 2015, and the consolidated income statement, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and a summary of significant accounting policies and other explanatory
notes.

Management’s responsibility for the financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about

whether the consolidated financial statements are free from material misstatement.

. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgement, inctuding the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Independent auditor’s report to the shareholders of Mashreqbank psc {continued)

Opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
financial position of Mashreqgbank psc and its subsidiaries as at 31 December 2015 and the Group’s financial
performance and cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Report on other legal and regulatory requirements
Further, as required by the UAE Federal Law No. (2) of 2015, we report that:

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

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

i) The Group has maintained proper books of account;

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

v} Asdisclosed in Note 7 to the consolidated financial statements, the Group has purchased or invested in
shares during the financial year ended 31 December 2015;

vi) Note 37 to the consolidated financial statements of the Group discloses material related party transactions
and the terms under which they were conducted;

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

viii) Note 31 to the consolidated financial statements of the Group discloses social contributions made during
the year ended 31 December 2015.

Further, as required by the UAE Union Law No (10) of 1980, as amended, we report that we have obtained all
the information and explanations we considered necessary for the purpose of our audit.

Deloitte & Touche (M.E.)
Anis Sadek

Registration Number 521
27 January 2016
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Consolidated statement of financial position at 31 December 2015

2015 2014
Notes AED’000 UsD'000 AED'000 UsD’'000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 19,423,463 5,288,174 15,159,258 4,127,214
Deposits and balances due from banks 6 15,009,990 4,086,575 14,211,256 3,869,114
Other financial assets measured at fair value 7 3,924,965 1,068,599 3,209,334 873,764
Loans and advances measured at amortised cost 8 53,555,070 14,580,743 52,246,614 14,224,507
Islamic financing and investment products )
measured at amortised cost 9 6,610,606 1,799,784 5,799,094 1,578,844
Other financial assets measured at amortised cost 7 7,993,072 2,176,170 7,579,700 2,063,626
Other assets 1Q 6,928,970 1,886,461 6,011,997 1,636,808
Goodwill 11 18,150 4,940 26,588 7,239
Investment properties 12 527,525 143,622 490,317 133,492
Property and equipment 13 1,165,370 317,280 1,106,120 301,149
Eotal assets - ' ‘ ' ' 115,157,181 31,352,348 105,840,278 28,815,757 |
LIABILITIES AND EQUITY
Liabilities
Deposits and balances due to banks 14 9,231,913 2,513,453 8,224,533 2,239,187
Repurchase agreements with banks 15 734,564 199,990 623,036 169,626
Customers’ deposits 16 65,243,790 17,763,079 63,305,377 17,235,333
Istamic customers’ deposits 17 8,391,490 2,284,642 5,182,766 1,411,044
insurance and life assurance funds 18 1,559,704 424,640 1,655,139 450,623
Other liabilities 19 7,404,136 2,015,828 5,922,634 1,612,478
Medium-term loans 20 4,105,856 1,117,848 4,008,243 1,091,272
ATotal liabilities - 96,671,453 - 26,319,480 88,921,728 24,209,563__!i
Equity
Capital and reserves ,
Issued and paid up capital 21(a) 1,775,308 483,340 1,690,770 460,324
Statutory and legal reserves 21(b}) 896,595 244,104 852,582 232,121
General reserve 21{c) 312,000 84,944 312,000 84,944
Cumulative translation adjustment 21(d) (60,610) (16,501) (53.315) (14,515)
Investments revaluation reserve 21(e) (276.416) (75.256) (152,150) (41,424)
Cash flow hedging reserve 21(f) 9,221 2,510 - -
Retained earnings 15,112,512 4,114,487 13,512,995 3,679,008
Equity attributable to owners of the Parent 17,768,610 4,837,628 16,162,882 4,400,458
Non-controlling interests 22 717,118 195,240 755,668 205,736
|Totalequity - 18485728 5032868 16918550 4,606,194 |
| Total liabilities and equity o msisuiet 31352348 105840278 28815757
The accompanying notes form an integral part of these consolidated financial statements.
Abdulla Bin Ahmad Al Ghurair Abdul Aziz Abdulla Al Ghurair
Chairman Chief Executive Officer
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Consolidated income statement for the year ended 31 December 2015

2015 2014
Notes AED'000 uUsD'000 AED'000 UsD'000
Equivalent Equivalent
Interest income 24 4,101,946 1,116,784 3,782,541 1,029,823
Income from Islamic financing and
investment products 25 258,293 70,322 242,692 66,075
Total interest income and income from
Islamic financing and investment products 4,360,239 1,187,106 4,025,233 1,095,898
Interest expense . 26 (1,033,192) (281,294) (934,226) (254,350)
Distribution to depositors — Islamic products 27 (65,258) (17,767) (51,184) {13,935)
Net interest income and income from
Islamic products net of distribution to depositors 3,261,789 888,045 3,039,823 827,613
Fee and commission income 28 3,024,587 823,465 3,004,431 817,977
Fee and commission expenses 28 (1,300,179) (353,983) (1,295,810} (352,793)
Net fee and commission income 1,724,408 469,482 1,708,621 465,184
Net investment income 29 169,106 46,040 187,969 51,176
Other income, net 30 822,202 223,850 908,466 247,336
[operating income - 5977505 1,627,417 5,844,879 1,591,309 ]
General and administrative expenses 31 (2,472,527) {673,163) (2,209,627) (601,586)
Allowances for impairment, net 32 (999,805) (272,204) (1,074,717) (292,599)
Profit before taxes 2,505,173 682,050 2,560,535 697,124
Overseas income tax expense (70,528) (19,202) (74,265} (20,219)
[Profitfortheyear ~ ~  ~ _ ~ " " " "T243a685 662848 _ 2486270 _ ___ 676905 ]

Attributed to:

Owners of the Parent 2,402,107 653,990 2,401,259 653,760
Non-controlling interests 32,538 8,858 85,011 23,145
2,434,645 662,848 2,486,270 676,905

[ Earnings per share e 33 AED 1353 USD 368 AED 1353 USD 3.8

The accompanyiné notes form an integral part of these consolidated financial statements.
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Consolldated statement of comprehenswe income for the year ended
31 December 2015
2015 2014
AED'000 UsD'000 AED’'000 usD’000
Equivalent Equivalent
Profit for the year 2,434,645 662,848 2,486,270 676,905
Other comprehensive (loss)/income
items that will not be reclassified subsequently to
profit or loss:
Changes in fair value of financial assets measured at fair
value through other comprehensive income, net [Note 7(01 {178,066) (48,480) 5,962 1,623
items that will be reclassified subsequently
to profit or loss:
Exchange difference arising on translating the
foreign operations (743) (202) (3,991) {1,087)
Loss on hedging instruments designated in hedges
of the net assets of foreign operations (6.552) (1,784) (7,211) {(1,963)
Cash flow hedges - fair value gain arising
during the year [Note 21{f)] 9,221 _ 2,510 - -
[ Total other comprehensive loss for the year (176,140) (47,956) (5,240) (1,427) ]
Fotal comprehensive income for the year -. 2,258,505 614,892 2,481,030 | 675,478_}
Attributed to:
Owners of the Parent 2,282,036 621,299 2,392,209 651,296
Non-controlling interests (23,531) (6,407) 88,821 24,182
2,481,030 675,478

PAS

2,258,505 614,892

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of changes in equity for the year ended
31 December 2015

Issued Cash Equity
Statutory Cumulative Investments . attributable Non-
and General . . flow Retained .
. and legal transtation  revaluation N . to owners  controlling Total
paid up reserve X hedging earnings .
. reserves adjustment reserve of the interests
capital reserve Parent
AED'000 AED'000  AED'000 AED’000 AED'000  AED'000 AED'000 AED’000 AED'000 AED'000
e e e e e e . g £ e g s e e e - —— R— - e e ey
Balance at 1 January : I
L 2014 1,690,770 850,172 312,000 (42,113) (157,309) - 11,793,461 14,446,981 673,547 15,120,528_11
Profit for the year - - - - - - 2,401,259 2,401,259 85,011 2,486,270
Other comprehensive
income/(loss)
for the year - - - (11,202) 2,152 - - (9,050) 3,810 {5,240)

Total comprehensive
income/(loss) for the’
year - - - {11,202) 2,152 - 2,401,259 2,392,209 88,821 2,481,030
Transfer from investment
revaluation reserve
to retained earnings - - - - 3,007 - (3,007) - - -

Transfer to statutory and
legal reserves - 2,410 - - - - (2.410) - - -

Payment of dividends
[Note 21(g)) - - - - - - (676,308) (676,308) (16,789) (693,097)

Additional contribution
attributable to the new
non- controlling interest

shareholders (Note 22) - - - - - - - - 10,089 10,089
e e e e e e e e e e e e e e e -
Balance at 31 December i

L2004 . 1,690,770 ..852,582_...312,000___ . _(53,315) _ . .{152,150) . _ . -. 13,512,995 __ 16,162,882 . 755,668 ___16,918,550.

Profit for the year - - - - - - 2,402,107 2,402,107 32,538 2,434,645

Other comprehensive
income/(loss) for the
year - - - (7.295) {121,997) 9.221 - (120,071) (56,069) (176,140)

Totat comprehensive
income/(loss) for the

year - - - (7.295) (121,997) 9,221 2,402,107 2,282,036 (23,531) 2,258,505
Issue of bonus shares
[Note 21(a)] . 84,538 - - - - - (84,538) - - -

Transfer from
investment
revaluation reserve

to retained earnings - - - - (2,269) - 2,269 - - -
Transfer to statutory
and legal reserves - 44,013 - - - - (44,013) - - -

Payment of dividends
[Note 21(g)] - - - - - - (676,308) (676,308) (18,129) (694,437)

Additional contribution
attributable to the new
non-controlling
interest shareholders
(Note 22) - - - - - - - - 3,110 3,110

Balance at 31 December .
2015 . - . 1,775,308 . . 896,595 . 312,000. . (60,610) . (276,416) 9,221 . 15112512 . 17,768,610 _ 717,118 18,485,728

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows for the year ended 31 December 2015

Cash flows from operating activities
Profit for the year
Adjustments for:
Depreciation of property and equipment
Atlowances for impairment, net
Loss/(gain) on disposal of property and equipment
Gain from disposal of investment properties
Fair value adjustments of other financial assets
measured at FVTPL
Fair value adjustments of investment properties
Net realised gain from sale of other financial
assets measured at FVTPL
Dividend income from financial assets
measured at FVTOC|
Net realised loss from sale of other financial
assets measured at amortised cost
Fair value adjustment - derivatives

Operating cash flows before changes in
operating assets and liabilities

Increase in deposits with central banks
Increase in deposits and balances due from
banks maturing after three months
Increase in loans and advances measured at
amortised cost
(Increase)/decrease in Istamic financing and
investment products measured at amortised cost
Increase in other assets
Increase in other financial assets carried at FVTPL
Increase/(decrease) in repurchase agreements
with banks
Increase in customers’ deposits
Increase in Islamic customers’ deposits
Increase in medium-term loans (not qualified

as Tier 2 capital)
Increase in deposits and balances due to banks
(Decrease)/increase in insurance and life
assurance funds
Increase in other liabilities

ke e o e s T e P e m e

———
LNet cash generated from operating activities

Notes

13
32
30
30
29
30
29
29

29
30

4,699,671

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

2015 2014
AED’000 UsSD'000 AED’000 UsSD’000
Equivalent Equivalent
2,434,645 662,848 2,486,270 676,905
148,637 40,467 147,185 40,072
999,805 272,204 1,074,717 292,599
4,959 1,350 (24,414) (6.647)
- - (16,807) {4,576)
41,291 11,242 (33,174) (9,032)
(34,196) {9,310) {82,406) (22,436)
(33,305) {9.068) (36,407) (9,912)
{26,088) (7.103) (36,116) (9.833)
10,345 2.816 4,048 1,102
(7.070) (1,925) (4,328) (1,178)
3,539,023 963,521 3,478,568 947,064
(1,674,668) (455,940) (2,306,909) (628,072)
(3.333) (907) (1,378,924) (375,422)
(2.282,576) (621,447) (8,967,286) (2,441,406)
(832.666) (226,699) 335,396 91,314
(939,587) (255,809) (136,528) (37,171)
(856.,247) (233,119) (503,142) (136,984)
111,528 30,364 (422,060) (114,909)
1,938,413 527,747 9,147,229 2,490,397
3,208,724 873,598 737,235 200,717
97,613 26,576 1,470,320 400,305
1,007,380 274,266 3,143,484 855,836
(95.435) (25,983) 228,140 62,113
1,481,502 403,349 82,994 22,596
1,279,517 4,908,517 1,336,378

& Mashreq Annual Report 2015



Consolidated statement of cash flows for the year ended 31 December 2015 (Continued)

2015 2014
Notes AED'000 usD’'000 AED’000 UsD'000
Equivalent Equivalent
Cash flows from investing activities
Purchase of property and equipment 13 (231,119) (62,924) {191,286) (52,079)
Proceeds from sale of property and equipment 18,273 4,975 63,682 17,338
Purchase of investment properties 12 (3.012) (820) (6,415) (1,746)
Net increase in other financial
assets measured at amortised cost (389,865) (106,143) (2,250,058) (612,594)
Net increase in other financial assets
measured at FVTOCI (45,436) (12,370) (41,339) (11,254)
Dividend income from other financial
assets measured at FVTOCI 29 26,088 7,103 36,116 9,833
Proceeds from disposal of investment properties - - 88,270 24,032
'Aet cash used in investing activities (625,071) (170,179) - (2,301,030) (626,470)]
Cash flows from financing activities
Dividend paid (694,437) (189,064) (693,097) (188,701)
Additional contribution by non-controlling :
interest 22 3,110 847 10,089 2,747
Net cash used in financing activities (691,327) (188,217) (683,008) (185,954)
Net increase in cash and cash equivalents 3,383,273 921,121 1,924,479 523,954
Net foreign exchange difference 1.926 524 {11,202) (3,050)
Cash and cash equivalents at 1 January 16,492,532 4,490,207 14,579,255 3,969,303
[ Cash and cash equivalents at 31 December - 35 19,877,731 5,411,852 16,492,532 4,490,201]

The accompanying notes form an integral part of these consolidated financial statements.
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Chairman’s Report

While presenting our report
for 2013, we had articulated
our belief that the world-class
infrastructure that the bank
had created coupled with the
growth strategy we had set
for ourselves would enable us
to outperform the market in
2014. 1 am very happy to state
that our belief has held true
as we clearly outperformed
the market on many critical

Mr. Abdulla Bin
Ahmad Al Ghurair
@hAlihnman

performance measures and
have posted an outstanding
performance for the year.
2014 saw a continuation of
the growth strategy that the
bank had embarked on starting
2012 and we have witnessed
all-round profitable growth
with all the major business
segments recording strong
double-digit growth rates in
operating income.

The intrinsic growth in our core
business has seen the bank’s
Total Assets cross AED 100
Billion for the first time in its
history. Loans and Advances
grew by 15.1% in the year;
from AED 50.4 Billion in 2013
to AED 58.0 Billion in 2014 and
Customer Deposits grew at

an even faster rate of 16.9%
to reach AED 68.5 billion

and helped us to maintain



S —

conservative Advances to
Deposits ratio of 84.8% at the
end of 2014. Of particular note
is that the growth in Customer
deposits was predominantly
led by Current and Savings
(CASA) growth of 28% and our
CASA proportion continues to
be market leading at 62% of
total deposits.

A shift in balance sheet
structure towards higher
proportion of earning assets
and reduced cost of funds
driven by high CASA have been
the key reasons of Net Interest
Margin (NIM) improvement
from 2.9% in 2013 t0 3.2%

in 2014. This helped the bank
to achieve a 28.9% increase

in Net Interest Income in

2014 over 2013. Non-interest
income also registered a good
growth of 13.7% in the year
predominantly driven by fee
and commission income and
the bank continues to be best-
in-class in this regard with a
48% Fee and Other Income
contribution to total Operating
Income. The resulting Total
operating income of AED

5.8 billion for 2014 was an
increase of 20.8% against last
year operating income of AED
4.8 billion.

Compared to revenue growth
of 20.8%, Operating Expenses
of the bank grew at a much
slower pace of only 8.2%
leading to an improvement in

Efficiency Ratio (Expenses to
Income ratio) from 42.2% in
2013 to 37.8% in 2014.

Asset quality continued to
improve as the Non-Performing
Loans to Gross Loans ratio
declined from 5.1% in
December 2013 to 3.7% at
the end of December 2014.
The bank continued with its
prudent provisioning policy
in the year and the Total
Provisions coverage for Non-
Performing Loans stood at
120.4% as on December 31,
2014 - an improvement from
96.1% coverage last year.

This fundamental all round
growth of core business
supplemented by optimization
of expenses helped the bank
to post a Net Profit of AED 2.4
Billion in 2014, an outstanding
growth of 33.0% over the AED
1.8 Billion achieved in 2013.

A
The bank’s Tier-1 ratio
remained above average
at 15.3% and Total Capital
Adequacy ratio stood at
16.6% despite the healthy
growth in Assets. Your Board,
continuing with its prddgnt
pdlicy of funding the growth
through internal capitalization,
is pleased to recommend a
cash dividend of 40% of paid
up capital. This cash dividend
will constitute only 28% of the
profit for 2014.

A0/ [ 4 B

UAE ECONOMY

2014 was a tale of two
chapters for the UAE economy.
The first (9 months) chapter

of the year saw impressive
growth in the economy and
the stock markets. Both oil
economy and non-oil economy
are estimated to have grown
at around 3-4% for the first

9 months and the Dubai and
Abu Dhabi stock indices saw
growths of around 60% and
22% respectively over year
end 2013 at their peaks. That
is in contrast with the second
chapter (last quarter) of the
year which saw the same stock
markets lose most of the initial
gains in the year and post

full year gains of only 12% in
Dubai and 5% in Abu Dhabi
mainly driven by the sharp fall
in oil prices. -

Overall GDP growth in 2014
is estimated to be 4.3%
supported by higher oil
production and continued

‘strong recovery in domestic °

demand and as per preliminary
estimates Dubai is expected

to have grown 4.5% in 2014. |
The UAE’s non-oil growth

was driven by trade, tourism,
transportation and a strong .
recovery in the real estate
sector. Operating conditions

in the non-oil private sector
economy continue to remain
healthy with the HSBC UAE
Purchasing Managers' Index
(PMI) closing the year at 58.4
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after reaching a record high of
61.2 in October.

With regard to the UAE
banking sector, 2014 was a
year of good growth for the
industry as it continued with
the gains seen in 2013. The
growth in Loans and Advances
was at 9.6% in 2014 (YTD
November) as compared with
the full year growth of 7.7%
seen in 2013. UAE continued
to benefit from its safe haven
status and deposits increased
by 11.5% in the year (YTD
November); up from the 9.5%
growth in 2013. The banking
sector Gross Advances to
Deposit ratio further improved
to 98% in November 2014
and the UAE banking sector
Capital Adequacy ratio as on
September 2014 remained high
at 18.3% reflecting the core
strength of the sector. Tier 1
ratio also remained strong at
16.3% as on September 2014.

The economic forecast for
2015 is guarded given the
current level of oil prices.

The International Monetary
Fund has lowered its growth
projection for the overall UAE
economy in 2015 to 3.5%
from earlier estimate of 4.5%,
citing lower oil production as
reason. However, Dubai is still
expected to grow by 4.5% in
2015 and though Abu Dhabi is
expected to grow at 3%, the

non-oil part of the economy
for Abu Dhabi is expected to
grow at over 5.5% in 2015.
The expectation is that the fast
growth in the non-oil economy
especially in the sectors of
services, construction, logistics
and manufacturing will help to
bridge the potential shortfalls
in the growth of the oil
economy and UAE's position as
an unparalleled economic hub
in the region will be further
confirmed.

OUTLOOK FOR 2015
We continue to be optimistic
about the performance
outlook for the bank and are
confident of maintaining the
current growth trajectory.
The strategies developed
over the last few years have
borne fruit and will enable
the bank to post another
stellar performance in 2015.
Innovation will continue to
be the key for the bank and
we plan to maintain our lead
in this important aspect in
customer related products and
processes as well as internal
processes. All the business
segments of the bank are
well positioned in the market
and have clearly articulated
plans to focus on growth
opportunities in the coming
year.

Our employees continue to be
the reason for our enduring

A0 [ 4 I

success. We undertake multiple
initiatives to facilitate a
convivial working environment
and to ensure that our
employees stay committed

to the bank. As a result,

the bank was recognized

as one of the world’s great
workplaces through the
receipt of the ‘Gallup Great
Workplace Award’, one of
only 36 companies globally

to receive this award in the
year. The annual employee
engagement survey carried out
by the Gallup Organization in
2014 also shows that the bank
continues to rank in the top
decile of companies globally.

Before | end, | would like

to take this opportunity to
thank the management and
the staff of the bank for their
commitment and dedication
that helped us to deliver this ‘
record year. | would also
like to thank our customers, -
the Central Bank and the
government of UAE for their-
continued support.

Thank you.

‘Abdulla Bin Ahmed Al Ghurair

Chairman
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INDEPENDENT AUDITOR'S REPORT

The Shareholders
Mashreqbank psc
Dubai

United Arab Emirates

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Mashregbank psc (the “Bank”), a Public
Shareholding Company, and its Subsidiaries (collectively the “Group”), which comprise the consolidated statement of
financial position as at 31 December 2014, and the consolidated income statement, consolidated statement of compre-
hensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Management's responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with the International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of the consolidated financial statements that are free from material
misstatements whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Mashreqgbank psc and its subsidiaries as at 31 December 2014, and the Group's financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Report on other legal and regulatory requirements

Also, in our opinion, proper books of account are maintained by the Bank. According to the information available to
us, there were no contraventions during the year of the U.A.E. Federal Commercial Companies Law No. (8) of 1984 (as
amended), or of the Bank’s Articles of Association which might have a material effect on the financial position of the
Bank or its financial performance.

Deloitte & Touche (M.E.)

Anis Sadek
Registration Number 521
18 January 2015
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Consolidated statement of financial position
at 31 December 2014

2014 2013 .
Notes AED’000 USD’000 AED000 USD’000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 15,159,258 4,127,214 10,830,218 2,948,603
Deposits and balances due from banks 6 14,211,256 3,869,114 12,946,841 3,524,868
Other financial assets measured at fair
value 7 3,209,334 873,764 2,589,310 704,958
Loans and advances measured at
amortised cost 8 52,246,614 14,224,507 44,280,339 12,055,633
Islamic financing and investment products
measured at amortised cost 9 5,799,094 1,578,844 6,150,796 1,674,597
Other financial assets measured at
amortised cost 7 7,679,700 2,063,626 5,385,140 1,466,142
Other assets ‘ 10 6,011,997 1,636,808 5,871,436 1,598,539
Goodwill 11 26,588 7,239 26,588 7,239
Investment properties 12 490,317 133,492 472,959 128,766
Property and equipment .13 1,106,120 301,149 1,101,287 299,833
Total assets 105,840,278 28,815,757 89,654,914 24,409,178 |
LIABILITIES AND EQUITY
Liabilities
Deposits and balances due to banks 14 8,224,533 2,239,187 5,081,049 1,383,351
Repurchase agreements with banks 15 623,036 169,626 1,045,096 284,535
Customers’ deposits _ 16 63,305,377 17,235,333 54,158,148 14,744,935
Islamic customers’ deposits 17 5,182,766 1,411,044 4,445,531 1,210,327
Insurance and life assurance funds 18 1,655,139 450,623 1,426,999 388,510
Other habilities 19 5,922,634 1,612,478 5,839,640 1,589,884
Medium-term loans 20 4,008,243 1,091,272 2,537,923 690,967
Total liabilities 88,921,728 24,209,563 74,534,386 20,292,509 |
Equity
Capital and reserves
Issued and paid up capital 21(a) 1,690,770 460,324 1,690,770 460,324
Statutory and legal reserves 21(b) 852,582 232,121 850,172 231,465
General reserve 21(c) 312,000 84,944 312,000 84,944
Cumulative translation adjustment 21(d) (53,315) (14,515) (42,113) (11,466)
Investments revaluation reserve 21(e) (152,150) (41,424) (157,309) (42,828)
Retained earnings 13,512,995 3,679,008 11,793,461 3,210,852
Equity attributable to owners of
the Parent 16,162,882 4,400,458 14,446,981 3,933,291
Non-controlling interests 22 755,668 205,736 673,547 183,378
Total equity 16,918,550 4,606,194 15,120,528 4,116,669 ]
Total liabilities and equity 105,840,278 28,815,757 89,654,914 24,409,178 |

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

Abdulla Ahmad Al Ghurair
Chairman

Abdul Aziz Abdulla Al Ghurair

Chief Executive Officer
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Consolidated income statement
for the year ended 31 December 2014

Interest income
Income from Islamic financing and
investment products

Total interest income and income from
Islamic financing and investment products

Interest expense

Distribution to depositors — Islamic
products

Net interest income and income from
Islamic products net of distribution to

depositors

Fee and commission income
Fee and commission expenses

Net fee and cornmission income

Net investment income
Other income, net

Operating income

General and administrative expenses
Allowances for impairment, net

Profit before taxes
Overseas income tax expense

Profit for the year
Attributed to:

Owners of the Parent
Non-controlling interests

Earnings per share

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

Notes

24

25

26

27

28
28

29
30

31
32

33

2014 2013
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent

3,782,541 1,029,823 3,002,403 817,425
242,692 66,075 262,826 71,556
4,025,233 1,095,898 3,265,229 888,981
(934,226) (254,350) (857,025) (233,331)
(51,184) (13,935) (50,410) (13,724)
3,039,823 827,613 2,357,794 641,926
3,004,431 817,977 2,556,037 695,899
(1,295,810) (352,793) (1,116,312) (303,924)
1,708,621 465,184 1,439,725 391,975
187,969 51,176 168,060 45,756
908,466 247,336 871,811 237,357
5,844,879 1,591,309 4,837,390 1,317,014
(2,209,627) (601,586) (2,041,718) (555,872)
(1,074,717) (292,599) (873,338) (237,772)
2,560,535 697,124 1,922,334 523,370
(74,265) (20,219) (40,471) (11,019)
2,486,270 676,905 1,881,863 512,351
2,401,259 653,760 1,805,665 491,605
85,011 23,145 76,198 20,746
2,486,270 676,905 1,881,863 512,351
AED 14.20 USD 3.87 AED 10.68 USD 2.91
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Consolidated statement of comprehensive income
for the year ended 31 December 2014

2014 2013
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Profit for the year , 2,486,270 676,905 A v1,881,863 512,351
Other comprehensive (loss)/income
Items that will not be reclassiﬁed subsequently to
profit or loss:
Changes in fair value of financial assets measured at
fair value through other comprehensive income, net ‘
[Note 7(1)] 5,962 1,623 64,355 17,5621
Items that will be reclassified subsequently. to
profit or loss:
Exchange difference arising on translating the foreign
operations (3,991) (1,087) (9,719) (2,646)
Loss on hedging instruments designated in hedges v
of the net assets of foreign operations (7,211) (1,963) (318) 87
Total other comprehensive (loss)/income
for the year (5,240) 1,427) 54,318 14,788
Total comprehensive income ‘ :
for the year 2,481,030 675,478 1,936,181 527,139
Attributed to:
Owners of the Parent 2,392,209 651,296 1,854,663 504,945
Non-controlling interests 88,821 24,182 81,518 22,194
| 2,481,030 675,478 1,936,181 527,139 |

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of changes in equity
for the year ended 31 December 2014

Equity at-
Issued and Statutory Cumulative Investments tributable to Non-con-
paidup andlegal General translation revaluation Retained ownersof trolling
capital reserves reserve adjustment reserve earnings  the Parent interests Total
'AED'000 AED'000 AED'000  AED'000  AED000  AED'000 AED'000 AED000  AED'000
Balance at
1 January 2013 1,690,770 848,385 312,000 (32,076)  (163,794) 10,579,527 13,234,812 585,443 13,820,255
Profit for the year - - - - - 1,805,665 1,805,665 76,198 1,881,863
Other comprehensive :
income/(loss) for the year - - - (10,037) 59,035 - 48,998 5,320 54,318
Total comprehensive :
income/(loss) for the year - . - (10,037) 59,035 1,805,665 1,854,663 81,518 1,936,181
Transfer from investment '
revaluation reserve to
retained earnings . - . - (52,550) 52,550
Transfer to statutory and
legal reserves - 1,787 : - - (1,787)
Payment of dividends ‘
[Note 21()] . . . - - (642,494) (642,494) (8,395)  (650,889)
Additional contribution
attributable to the new
non-controlling interest
shareholders (Note 22) . . . - - . . 14,981 14,981
Balance at 31
December 2013 1,690,770 850,172 312,000 (42,113)  (157,309) 11,793,461 14,446,981 673,547 15,120,528
Profit for the year - - - - - 2,401,259 2,401,259 85,011 2,486,270

Ot;her comprehensive
income/(loss) for
the year - - - (11,202) 2,152 - (9,050) 3,810 (5,240)

Total comprehensive

income/(loss) for

the year - - - (11,202) 2,152 2,401,259 2,392,209 88,821 2,481,030
Transfer from

investment revaluation

reserve to retained

earnings - - - - 3,007 (3,007) - - -
Transfer to statutory ‘

and legal reserves - 2,410 - - - (2,410) - - -
Payment of dividends
[Note 21(f)] - - - - - (676,308) (676,308)  (16,789) (693,097)
Additional contribution

attributable to the

new non-controlling

interest shareholders

(Note 22) - - . - - - - 10,089 10,089

Balance at 31
December 2014 1,690,770 852,582 312,000 (53,315)  (152,150) 13,512,995 16,162,882 755,668 16,918,550

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows
for the year ended 31 December 2014

Cash flows from operating activities
Profit for the year
Adjustments for:
Depreciation of property and equipment
Allowances for impairment, net
(Gain)/loss on sale of property and equipment
Gain from redemption of medium term loans
Gain from disposal of investment properties
Fair value adjustments of other financial
assets measured at FVTPL
Fair value adjustments of investment
properties
Net realised gain from redemption/sale of
other financial assets measured at FVTPL
Dividend income from financial assets
measured at FVTOCI
Net realised loss from sale of other
financial assets measured at amortised cost
Fair value adjustment — derivatives

Operating cash flows before changes in
operating assets and liabilities

(Increase)/decrease in deposits with central
banks

Increase in deposits and balances
due from banks maturing after three months

Increase in loans and advances measured at
amortised cost

Decrease/(increase) in Islamic financing and
investment products measured at amortised
cost

Increase in other assets

Increase in other financial assets carried at
FVTPL

Decrease in repurchase agreements with banks

Increase in customers’ deposits

Increase/(decrease) in Islamic customers’
deposits

Increase in medium-term loans (not qualified
as Tier 2 capital)

Increase/(decrease) in deposits and balances
due to Banks

Increase in insurance and life assurance funds

Increase in other liabilities

Net cash generated by
operating activities

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

Notes

13
32
30
30
30
29
30
29
29

29
30

2014 2013
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
2,486,270 676,905 1,881,863 512,351
147,185 40,072 143,440 39,053
1,074,717 292,599 873,338 237,772
(24,414) (6,647) 15,251 4,152
- - (900) (245)
(16,807) (4,576) - -
(33,174) (9,032) (25,332) (6,897)
(82,406) (22,436) (104,593) (28,476)
(36,407) (9,912) (20,620) (5,614)
(36,116) (9,833) (34,691) (9,445)
4,048 1,102 40 11
(4,328) (1,178) (353) (96)
3,478,568 947,064 2,727,443 742,566
(2,306,909) (628,072) 147,227 40,084
(1,378,924) (375,422) (918,047) (249,945)
(8,967,286)  (2,441,406) (8,905,643)  (2,424,624)
335,396 91,314 (926,732) (252,309)
(136,528) (37,171) (6561,476) (152,866)
(503,142) (136,984) (6,799) (1,851)
(422,060) (114,909) (110,273) (30,023)
9,147,229 2,490,397 11,727,493 3,192,892
737,235 200,717 (576,384) (156,925)
1,470,320 400,305 1,058,072 288,068
3,143,484 855,836  (901,659) (245,483)
228,140 62,113 198,103 53,935
82,994 22,596 590,682 160,817
4,908,517 1,336,378 3,542,007 964,336
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Consolidated statement of cash flows
for the year ended 31 December 2014 (continued)

‘ 2014 2013
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from investing activities
Purchase of property and equipment 13 (191,286) (52,079) (137,609) (37,465)
Proceeds from sale of property and
equipment 63,682 17,338 5,301 1,443
Purchase of investment properties 12 (6,415) (1,746) (4,121) (1,122)
Net increase in other financial :
assets measured at amortised cost (2,250,058) (612,594) (997,590) (271,601)
Net (increase)/decrease in other financial
assets measured at FVTO_CI (41,339) (11,254) 287,235 78,202
Dividend income from other financial
assets measured at FVTOCI 29 36,116 9,833 34,691 9,445
Proceeds from disposal of investment
properties 88,270 24,032 . .
Net cash used in investing activities (2,301,030) (626,470) (812,093) (221,098)
Cash flows from financing activities
Dividend paid (693,097) (188,701) (650,889) (177,209)
Decrease in medium term loans (qualified '
as Tier 2 capital) - - (13,793) (3,755)
Additional contribution by non-controlling )
interest 22 10,089 2,747 14,981 4,079
Net cash used in financing activities (683,008) (185,954) (649,701) (176,885)
Net increase in cash and cash equivalents . 1,924,479 523,954 2,080,213 566,353
Net foreign exchangé dif;ference (11,202) (3,050) (10,037) (2,733)
Cash and cash equivalents at 1 January 14,579,255 3,969,303 12,509,079 3,405,683
Cash and cash equivalents at
i}l December 35 16,492,532 4,490,207 14,579,255 3,969,303

The accompanying notes form an integral part of these consolidated financial statements.
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Chairman’s Report

The Year 2013 closed on a
high note with Dubai winning
its bid to host EXPO 2020.
This well deserved success
came at an opportune time
and is expected to give further
impetus to strong economic
recovery which UAE has
experienced during the year.

Expecting a strong trajectory
of growth, we had made

aggressive plaﬁs’ for 2013 and
| am very pleased to state
that we were able to achieve
our plans and have posted an
outstanding performance for

2013. Our bank has achieved

an all round growth that has
outperformed the market
on most critical measures of
performance.

The bank, participating in all

Mr. Abdulla Bin
Ahmad Al Ghurair
Chalrmen

sectors of economy, increased
its Loans and Advances from
AED 41.4 Billion in 2012 to
AED 50.4 Billion in 2013, an
impressive growth of 21.8%.
In order to maintain healthy
Advances to Deposits ratio,
we managed a higher growth
in Customer Deposits which
went up from AED 47.4 Billion
in 2012 to AED 58.6 Billion in
2013, an increase of 23.5%.
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The resultant Advances to
Deposits ratio at 86.05 is one
of the best in the market. Cash
management products launched
during the last few years helped
the bank to increase current
account balances and at the
end of 2013, our Current and
Savings account constituted

an impressive 56% of our Total
Deposits.

The growth in Customer
Deposits and Advances at the
bank led to an increase in Total
Assets from AED 76.4 Billion
in 2012 to AED 89.7 Billion
2013, a growth of 17.4%.
Maintaining comfortable
liquidity remained the major
priority of the management
and Liquid Assets to Total
Assets ratio remained at a
comfortable level of 26.5%.

The growth in interest bearing
Assets and low cost liabilities
improved the bank’s Net
Interest margin from 2.6% in
2012t02.9% in 2013. The
improved margin coupled

with positive realignment

of balance sheet helped the
bank to achieve a 23.4%
increase in Net Interest Income
in 2013 over 2012. Fee and
Other Income also improved
by a healthy 13.8%. This led

to a growth of 18.4% in our
Operating Income which went
up from AED 4.1 Billion in 2012
- to AED 4.8 Billion in 2013.

The Fee and Other Income to
Total Income ratio declined
marginally from 51.5% in
2012 to 49.5% in 2013, but
remained best-in-class.

Compared to revenue growth
of 18.4%, Operating Expenses
of the bank grew at a much
slower pace of only 10%.
Thus Expenses to Income ratio
improved from 45.4% in 2012
to 42.2% in 2013.

The impact of credit policy
revamp and focused attention
on risk management practices
came through during the year
and Asset quality improved
significantly with NPL to Gross
Loans ratio declining from
9.4% in 2012 to 6.0% in 2013.
However, the bank maintained
the provision charge level for
impaired loans increasing the
coverage for Non-performing
loans from'57%.to 97%.

T~

-

The all round growth in Assets,

Liabilities and. Revenue and
optimization of expenses and
risk cost helped the bank to-
post a Net Profit of AED 1.806
Billion in 2013, an out\sta\ndlng
growth of 38% over AED 1,312
Billion achieved in 2012. (.

Inspite of the healthy growth
in Assets, bank'’s Tier-1 ratio
remained above average

at 16.4% and Total Capital
Adequacy ratio at 18.15%.

Continuing its prudent policy
of funding the growth through
internal capitalization, your
Board is pleased to recommend
a cash dividend of 40% of paid
up capital. This cash dividend
will constitute only 37% of the
profit for 2013.

UAE ECONOMY

2013 was a turnaround year
for the UAE economy with

all indicators exceeding the
forecasts. The GDP of the
country grew by an estimated
4.5%. The Oil economy
remained buoyant and
contributed well to GDP as oil
prices stayed high averaging
USS 109 per barrel. The Non-
oil economy contribution went
up significantly particularly

in tourism, hospitability,
logistics, construction and
financial sectors. Abu Dhabi
non-oil economy growth rate
exceeded 10%. The stock l
market went up substantially

- ~posting a growth of over 100]‘%

in 2013. _

The economic \forecast for
2014 is equally bullish. The
GDP growth is expected in
the range of 4.5% to 5%..
Abu Dhabi oil production i;\\
expected to reach 2.8 Million *
barrels a day in 2014 and
price forecast of around US$
100 per barrel, therefore
the contribution of oil to
Abu Dhabi and UAE GDP is

expected to decline. However,
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non-oil economy is expected

to pick-up steam further
enhancing its contribution to
the GDP and helping to achieve
the forecasted growth rate.

Abu Dhabi has unveiled
massive infrastructure
investments plan. It is expected
that over AED 340 Billion will
be invested to develop and
improve the infrastructure

in the emirates in the next

6 years. The foreign direct
investment in 2014 is expected
to reach AED 44 Billion.
Tourism sector is forecasting

a growth of 11% and on the
back of strong growth in
tourist flow hospitality and
retail sector is also poised for a
double digit growth in 2014.

As the UAE economy picked
up the momentum in 2013
the pace of the banking sector
growth also accelerated. The
growth in Loans and Advances
which had averaged at 2.6%
per annum from 2009 - 2012
period went up to 7.2% in the
first 9 months of 2013. The
banking sector Advances to
Deposit ratio further improved
to 93% in September 2013
with ample liquidity in the
market. The UAE banking
sector Capital Adequacy

ratio as on September 2013
remained high at 19%
reflecting the core strength of

the sector. UAE maintained its
position as the most attractive
destination for international
financial institutions to set

up a base in the region with
DIFC posting a growth of 14%
in @ number of companies
registered with them.

OUTLOOK FOR 2014
2014 outlook for the bank
mirrors the strong growth
forecasted for the UAE
economy. The world-class
infrastructure that the

bank built by upgrading its
technology platform, changing
core banking system and
re-vamping its policies and
procedures provides it a strong
foundation which will enable
it to continue to improve its
market share in 2014. The
strategies developed last year
for 2013-2015 period are in
full play. We have identified
the right\’sustomer §Le&ments,
developedithe required — - _
product liné,,_\aligned the
distribution channels and have
set up systems to manage and
monitor end-to-end customer
fulfillment process.\A§ a
customer centric orgaﬁization
all our processes and syst“er_ps

~

have been reviewed and ~.

aligned to customer needs.
Areas identified for growth
have the required business
focus and resources have
been allocated to ensure that

-

planned growth for 2014 is
achieved.

Here | may highlight that

our success is due to our
employees who are our

most valuable asset. We
continuously invest in

learning and development

of our people and ensure a
work environment which is
second to none and one that
thrives on innovation and
empowerment. Annually, we
obtain feedback through a
third party independent survey
from our employees on their
level of engagement and issues
faced by them. | am delighted
to report that the employee
engagement level measured
by Gallup International in
2013 was the highest and is /\
in line with global world-class
companies in their database.

Before | end, | would like to
thank the management and

--staff of the bank for their

unrelenting efforts in achievihg
this sterling performance. |
would also like to thank our
customers, the Central Bank

and the government of UAE for

‘their continued support. ~

Thank you.

ABd'ullg Bin Ahmed Al Ghurair
Chairman -
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INDEPENDENT AUDITOR'S REPORT

The Shareholders
Mashregbank psc
Dubai

United Arab Emirates

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Mashreqbank psc (the “Bank”), a Public
Shareholding Company, and its Subsidiaries (collectively the “Group”), which comprise the consolidated statement of
financial position as at 31 December 2013, and the consolidated income statement, consolidated statement of compre-
hensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Management's responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with the International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of the consolidated financial statements that are free from material
misstatements whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Mashregbank psc and its subsidiaries as at 31 December 2013, and the Group’s financial performance and cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Report on other legal and regulatory requirements

Also, in our opinion, proper books of account are maintained by the Bank. According to the information available to
us, there were no contraventions during the year of the U.A.E. Federal Commercial Companies Law No. (8) of 1984 (as
amended), or of the Bank’s Articles of Association which might have a material effect on the financial position of the
Bank or its financial performance.

Deloitte & Touche (M.E.)

Anis Sadek
Registration Number 521
26 January 2014
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Consolidated statement of financial position
at 31 December 2013

2013 2012
Notes AED’000 USD000 @ AED000 @ USD000
Equivalent Equivalent
ASSETS
Cash and balances with central banks 5 10,830,218 2,948,603 10,767,087 2,931,415
Deposits and balances due from banks 6 12,946,841 3,524,868 10,176,676 2,770,671
Other financial assets measured at fair
value 7 2,589,310 704,958 2,759,439 751,277
Loans and advances measured at
amortised cost 8 44,280,339 12,055,633 36,183,916 9,851,325
Islamic financing and investment
products measured at amortised cost 9 6,150,796 1,674,597 5,224,028 1,422,278
Other financial assets measured at
amortised cost 7 5,385,140 1,466,142 4,387,590 1,194,552
Interest receivable and other assets 10 5,871,436 1,598,539 5,336,691 1,452,952
Goodwill 11 26,588 7,239 26,588 7,239
Investment properties 12 472,959 128,766 364,245 99,168
Property and equipment 13 1,101,287 299,833 1,157,040 315,013
Total assets 89,654,914 24,409,178 76,383,300 20,795,890]
LIABILITIES AND EQUITY
Liabilities
Deposits and balances due to banks 14 5,081,049 1,383,351 5,982,708 1,628,834
Repurchase agreements with banks 15 1,045,096 284,535 1,155,369 314,557
Customers’ deposits 16 54,158,148 14,744,935 42,430,655 11,552,043
Islamic customers’ deposits 17 4,445,531 1,210,327 5,021,915 1,367,252
Insurance and life assurance funds 18 1,426,999 388,510 1,228,896 334,576
Interest payable and other Liabilities 19 5,839,640 1,589,884 5,248,958 1,429,066
Medium-term loans 20 2,537,923 690,967 1,494,544 406,900
Total liabilities 74,534,386 20,292,509 62,563,045 17,033,228 ]
Equity
Capital and reserves
Issued and paid up capital 21(a) 1,690,770 460,324 1,690,770 460,324
Statutory and legal reserves 21(b) 850,172 231,465 848,385 230,979
General reserve 21(c) 312,000 84,944 312,000 84,944
Cumulative translation adjustment 21(d) (42,113) (11,466) (32,076) (8,733)
Investments revaluation reserve 21(e) (157,309) (42,828) (163,794) (44,594)
Retained earnings 11,793,461 3,210,852 10,579,527 2,880,351
Equity attributable to shareholders of
the Parent 14,446,981 3,933,291 13,234,812 3,603,271
Non-controlling interests 22 673,547 183,378 585,443 159,391
LTotal equity 15,120,528 4,116,669 13,820,255 3,762,662 ]
EFotal liabilities and equity 89,654,914 24,409,178 76,383,300 20,795,890 ]

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

Abdulla Ahmad Al Ghurair
Chairman

Abdul Aziz Abdulla Al Ghurair
Chief Executive Officer
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Consolidated income statement
for the year ended 31 December 2013

Interest income
Income from Islamic financing and
investment products

Total interest income and income from
Islamic financing and investment products

Interest expense

Distribution to depositors — Islamic
products

Net interest income and income from
Islamic products net of distribution to

depositors

Fee and commission income
Fee and commission expenses

Net fee and commission income

Net investment income
Other income, net

Operating income

General and administrative expenses
Allowances for impairment, net

Profit before taxes
Overseas income tax expense

Profit for the year
Attributed to:

Shareholders of the Parent
Non-controlling interests

Earnings per share

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

Notes

24

25

26

27

28

28

29
30

31
32

33

AED 10.68

2013 2012
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
3,002,403 817,425 2,821,438 768,156
262,826 71,556 242,654 66,064
3,265,229 888,981 3,064,092 834,220
(857,025) (233,331) (1,045,063) (284,526)
(50,410) (13,724) (115,42_7) (31,426)
2,357,794 641,926 1,903,602 518,268
2,556,037 695,899 2,011,862 547,744
(1,116,312) (303,924) (824,318) (224,426)
1,439,725 391,975 1,187,544 323,318
168,060 45,756 285,739 77,794
871,811 237,357 707,552 192,636
4,837,390 1,317,014 4,084,437 1,112,016
(2,041,718) (555,872) (1,855,347) (605,131)
(873,338) (287,772) (826,540) (225,031)
1,922,334 523,370 1,402,550 381,851'1
' (40,471) (11,019) (31,914) (8,689)
1,881,863 512,351 1,370,636 373,165
1,805,665 491,605 1,312,309 357,285
76,198 20,746 58,327 15,880
1,881,863 512,351 1,370,636 373,165
USD 2.91 AED 7.76 USD 2.11
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Consolidated statement of comprehensive income
for the year ended 31 December 2013

2013 . 2012
AED’000 USD’000 AED000 USD’000
Equivalent Equivalent
Profit for the year » 1,881,863 512,351 1,370,636 873,165
Other comprehensive income/(loss)
Items that will not be reclassified subsequently to
profit or loss:
Changes in fair value of financial assets measured at
fair value through other comprehensive income, net
[Note 7(i)] 64,355 17,521 (36,436) (9,920)
Items that will not be reclassified.subsequently to
profit or loss:
Exchange difference arising on translating the foreign
operations (9,719) (2,646) 3,169 863
Loss on hedging in_stru_ments designated in hedges of
the net assets of foreign operations , (318) 87 (2,223) (604)
Total other comprehensive income/(loss) _
for the year 54,318 14,788 (35,490) (9,661)
Total comprehensive income for _ | ' A
the year 1,936,181 527,139 1,335,146 363,504
Attributed to:
Shareholders of the Parent 1,854,663 504,945 1,310,156 356,699
Non-controlling interests 81,518 22,194 24,990 6,805
[ 1,936,181 527,139 1,335,146 363,504 |

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of changes in equity
for the year ended 31 December 2013

]

Equity at-
Issued and Statutory Cumulative Investments tributable to Non-con-
paidup andlegal General translation revaluation  Retained shareholders  trolling
capital reserves reserve adjustment reserve earnings of the Parent interests Total
AED'000 AED000 AED006  AED’000 AED’000 AED000 AED'000 AED000 AED’000
Balance at
1 January 2012 1,690,770 846,745 312,000 (33,022)  (346,145) 9,792,462 12,262,810 541,040 12,803,850
Profit for the year . - - - - 1,312,309 1,312,309 58327 1,370,636
Other comprehensive
income/(loss) for the year . . . 946 (3,099) - (2,153) (33,337  (35,490)
Total comprehensive
income for the year - - - 946 (3,099) 1,312,309 1,310,156 2_4,990 1,335,146
Transfer from investment
revaluation reserve to
retained earnings . - - - 185,450 (185,450)
Transfer to statutory and
legal reserves . 1,640 - - . (1,640)
Payment of dividends
[Note 21 (f)] . . - - - (338,154) (338,154) (338,154)
NCI arising on acquisiton
of a subsidiary (25,545) (25,545)
Additional contribution
attributable to the new
non-controlling interest
shareholders [Note 22] 44,958 44,958
Balance at 31
December 2012 1,690,770 848,385 312,000 (32,076)  (163,794) 10,579,527 13,234,812 585,443 13,820,255
Profit for the year - - - - - 1,805,665 1,805,665 76,198 1,881,8353

Other comprehensive
income/(loss) for
the year - -

(10,037) 59,035 - 48,998

5,320 54,318

Total comprehensive

income/(loss) for

the year - -
Transfer from

investment revaluation

reserve to retained

earnings [Note 7 ()] - - - - (52,550) 52,550 -
Transfer to statutory

and legal reserves - 1,787 - - - (1,787) -
Payment of dividends

[Note 21 (f)] - - - - - (642,494) (642,494)
Additional contribution

attributable to the

new non-controlling

interest shareholders

(10,037) 59,035 1,805,665 1,854,663

(Note 22) - - - - - - -

81,518 1,936,181

(8,395)  (650,889)

14,981 14,981

Balance at 31
December 2013 1,690,770 850,172 312,000 (42,113)  (157,309) 11,793,461 14,446,981

673,547 15,120,528

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows
for the year ended 31 December 2013

2013 2012
Notes AED000 USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from operating activities
Profit for the year 1,881,863 512,351 1,370,636 373,165
Adjustments for: '
Depreciation of property and equipment 13 143,440 39,053 144,270 39,279
Allowances for impairment, net 32 873,338 237,772 826,540 225,031
Loss on sale of property and equipment 30 15,251 4,152 4,569 1,244
Gain from redemption of medium term loans 30 (900) (245) (14,526) (3,955)
Fair value adjustment of other financial assets
measured at FVTPL 29 (25,332) (6,897) (49,849) (13,572)
Fair value adjustments of investment properties 30 (104,593) (28,476) 59,818 16,286
Net realized gain from sale of other financial
assets measured at FVTPL 29 (20,620) (5,614) (14,224) (3,873)
Dividend income from financial assets
measured at FVTOCI 29 (34,691) (9,445) (47,525) (12,939)
Net realized loss/(gain) from sale of other
financial assets measured at amortised cost 29 40 11 (95,607) (26,030)
Fair value adjustment - derivatives 30 (353) (96) 11,868 3,231
Operating cash flow before changes in
operating assets and liabilities 2,727,443 742,566 2,195,970 597,867
Decrease in deposits with central banks 147,227 40,084 5,743,137 1,563,609
Increase in deposits and balances due from
banks maturing after three months (918,047) (249,945) (139,154) (37,886)
Increase in loans and advances measured
at amortised cost (8,905,643) (2,424,624) (4,258,116) (1,159,302)
Increase in Islamic financing and investment
products measured at amortised cost (926,732) (252,309) (207,379) (566,460)
(Increase)/decrease in interest receivable and ‘
other assets (5661,476) (152,866) 135,904 37,001
Increase in other financial assets carried at
FVTPL (6,799) (1,851) (715,978) (194,930)
Decrease in repurchase agreements with banks (110,273) (30,023) (1,349,796) (367,491)
Increase in customers’ deposits 11,727,493 3,192,892 2,253,635 613,568
Decrease in Islamic customers’ deposits (576,384) (156,925) (217,948) (59,338)
Increase in medium-term loans (not qualified
as Tier 2 capital) 1,058,072 288,068 473,651 128,955
Decrease in deposits and balances due to banks (901,659) (245,483) (1,240,662) (337,779)
Increase in insurance and life assurance funds 198,103 53,935 79,215 21,567
Increase/(decrease) in interest payable and
other liabilities 590,682 160,817 (461,059) (125,527)
Net cash flows generated by -
operating activities 3,542,007 964,336 2,291,420 623,854

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of cash flows

for the year ended 31 December 2013 (continued)

)\
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2013 2012
Notes AED000  USD’000 AED’000 USD’000
Equivalent Equivalent
Cash flows from investing activities
Purchase of property and equipment 13 (137,609) (37,465) (245,094) (66,729)
Proceeds from sale of property and
equipment 5,301 1,443 21,909 5,965
Purchase of investment properties 12 (4,121) (1,122) - -
Net (increase)/decrease in other financial
assets measured at amortized cost (997,590) (271,601) 2,889,610 786,717
Net decrease in other financial assets ’
measured at FVTOCI 287,235 78,202 536,964 146,192
Dividend income from other financial
assets measured at FVTOCI 34,691 9,445 47,525 12,939
Cash received on acquisition of a subsidiary - - 71,930 19,583
Net cash (used in)/generated by =
investing activities (812,093) (221,098) 3,322,844 904,667
Cash flows from financing activities
Dividend paid 21 (650,889) (177,209) (338,154) (92,065)
Decrease in medium term loans
(qualified as Tier 2 capital) (13,793) (3,755) (3,598,593) (979,742)
Additional contribution by non-controlling
interest 22 14,981 4,079 44,958 12,240
Net cash used in financing activities (649,701) (176,885) (3,891,789) (1,059,567)
Net increase in cash and cash equivalents 2,080,213 566,353 1,722,475 468,954
Net foreign exchange difference (10,037) (2,733) 946 258
Cash and cash equivalents at 1 January 12,509,079 3,405,683 10,785,658 2,936,471
Cash and cash equivalents at
i31 December 35 14,579,255 3,969,303 12,509,079 3,405,683

The accompanying notes form an integral part of these consolidated financial statements.
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Chairman’s Report

It gives me a great pleasure to
present Mashregbank financials
for 2012. While presenting last
year's results, | forecasted a
stronger performance for this
year, and today | stand vindicated
as Mashreq’s performance in the

fiscal 2012 had been outstanding.

Though this year, the much
anticipated recovery in the
Western hemisphere did not

materialize; however, the UAE
economy continued to improve.
High oil prices kept all GCC
economies in good stead, but

the UAE perfornied significantly
better due to a strong growth by
non-oil sectors also. For the UAE,
the non-oil sector is particularly
critical as it constitutes over 60%
of the country’s GDP. Mashreq,
as always, had repositioned itself
well in advance in preparation

Mr. Abdulla Bin
Ahmad Al Ghurair
Chairman

of this spurt in the economic

activity and actively participated
and contributed to the economic
growth of various sectors in the
UAE during 2012,

Mashreq maintaining its cautious
approach towards Assets growth
selectively increased loan and
advances to customers including
Islamic financing in 2012 by 10%.
However, due to optimization
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of balance sheet structure, Total
Assets declined by 4% during
the same period. In line with

the Bank’s policy to maintain
comfortable liquidity, Liquid
Assets to Total Assets ratio stood
at 27.4% at the end of 2012, out
of which Cash and Balances with
Central Bank represented a robust
14.1% of Total Assets. During
the year, the bank repaid Ministry
of Finance loan well before

its final maturity of October
2016. Greater focus on liability
management during the year
resulted in a significant reduction
in average Cost of Deposits.

At the same time, increase in
Customer Deposits and Islamic
Deposits were increased by 4.5%
over last year which led to an
healthy Advances to Deposits
ratio of 87% in 2012 against
83% in 2011. Through active
management of balance sheet,
the bank was able to improve

its Net Interest Margin in 2012

to 2.6% as compared to 2.4% in
2011.

On the back of an improved

Net Interest margin in 2012, the
Bank was able to maintain Net
Interest Income (including Interest
Income on marketable securities)
at AED 1.98 Billion same as last
year despite reduced assets
level. Fee and Other Income
during the year had a strong
growth of 11.5% over 2011, and
Fee and Other Income to Total
Income ratio further improved
from 48.7% in 2011 t0 51.5%

- in 2012. This high contribution
of Fee and Other Income to

Total Income is a testimony of
Mashreq’s strength as a universal
bank with a strong cross-sell
capability. The Total Operating
Income in 2012 reached AED 4.1
Billion, a growth of 5.5% over
2011. Continuous focus on cost
management ensured slower
growth of 3.4% in Operating
Expenses and helped to improve
efficiency ratio from 46.3% in
2011 to 45.4% in 2012. Effective
risk management improved asset
quality significantly and the risk
cost during the year declined by
30.9% as compared to 2011. The
impact of all these developments
on Net Profit for 2012 was
significant leading to a 60%
increase over last year reaching
AED 1.3 Billion.

The Bank’s Tier-1 Capital ratio
improved from 16.2% in 2011 to
17.2% in 2012 which is above the
12% minimum requirements by
the UAE Central Bank. The total
Capital Adequacy ratio remained
highat 1913%. =

In view of the excellent growth
in Net Profit an\d high Capital
Adequacy ratio, your Board has
proposed a cash dividend of 38%
which will keep dividc}nc\i payout
ratio below 50% of profit:

UAE ECONOMY

The UAE economy defying
negative global trends continued
to grow strongly in 2012 and are
expected to post over 4% growth
in GDP to reach AED 1.3 Trillion
this year. As the 2nd largest
economy in the Arab world, it

‘région and beyond.

continued to scale new heights,
and in 2012 is forecasted to be
more than 25% of combined GDP
of GCC states. The GDP growth is
driven primarily by high oil prices,
growing retail sector, continued
investment in the infrastructure
and fast recovering service sector.
The Real Estate sector which had
bottomed out in 2010 staged fast
recovery in 2012 and real estate
prices in Dubai increased as much
as 30% to 40% in certain areas.
The Government of Dubai owned
developer Nakheel returned to
profit and posted handsome
results. Many mega projects
including Sh. Mohammed Bin
Rashid City developments and

Sh. Mohammed Bin Rashid Solar
Energy Park were announced.

The UAE in general and Dubai in
particular remained a magnet for
high net worth investors. Liberal ;.
policies of the Government,

high quality infrastructure, /
and abundance of options for /
education and health care |
attracted high-end residents an:d

l

- \
. \

1

tourists alike to Dubai from the

UAE is least ;iEpepdant on oil
as compared to its\heighbors;
still oil remains a main‘stay

of its economy contributir;s‘; X
38% to its GDP. The country's
leadership showed its foresight
and maintained its investment

in hydrocarbon development
projects even during the

economic slowdown. Abu Dhabi’s
oil production increased to 2.5
Million bpd during the year and is
planned to reach 3.5 Million bpd
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by 2017. Abu Dhabi is planning
to invest USS 25 Billion for the
“development of its gas resources
in the coming years. Built with
multi-billion dollar investment,
the region’s most advanced

Sh. Khalifa Port has been
commissioned in Abu Dhabi, and
will provide strong impetus to the
growth of import/export trade in
Abu Dhabi.

Travel, tourism, and leisure
industry had a strong growth

as tourist inflow to Dubai grew
25% reaching a new peak.
Dubai International Airport
overtook Hong Kong to become
the third busiest airport in the
world handling over 56 Million
passengers during the year. If
continued to grow at this rate

it is expected to become the
number one bypassing Paris and
London in the next few years.
Dubai announced its official bid
for hosting World Expo 2020 with
ambitious development plans to
meet the needs of such a mega
event which if successful will
further enhance Dubai’s position
as prime location for trade and
tourism.

Dubai has announced its 2013
fiscal budget which reduced

the deficit to less than 0.5%

of Emirates GDP. 26% of the
spending is for health, education
and social development. The
infrastructure projects have been
allocated 16% of the budgeted
expenditure.

The UAE banking sector growth
during the year was stable in

the first 11 months of the year,
Advances to Customers grew

by 3% whereas Customer
Deposits grew by 11% improving
market liquidity and bringing

the Sector Advances to Deposit
ratio to 94%. UAE Central Bank
introduced quite a few proposed
regulatory changes in respect of
large exposure, Basel lil liquidity
ratio and mortgage lending
parameters. These regulations
are under consultation with the
Banking community and once
finalized will have far reaching
effects on the banking industry in
the UAE.

FUTURE OUTLOOK

In response to the fast improving
economic scenario, the Bank
decided to redraw its strategy

for 2013-2015 period. This pre-
emptive preparation was aimed
to meet the challenges of the new
market realities.

The extensivs work done on
organizational transformation
during the last 2;3‘/ears in the

area of technolog\/\:.upgrade,
customer segmentation, process
re-engineering and org'aQizationél
design has provided the .
foundation for future strategic
growth.

The financial plan for 2013 is
reasonably aggressive keeping
in view strong growth trajectory
of the UAE economy — and the

bank’s revised strategic agenda
set by transformational exercise
conducted during 2011 and 2012.
This bottoms-up plan is built

unit by unit at customer level,
product level, portfolio level

and geographic level. | have full
confidence in the management
team’s ability to execute its
strategy precisely and effectively
to deliver a sterling performance
in 2013.

Before | close, | would like to
thank the leadership team and
the staff of the bank for the
hard work and unwavering
commitment in delivering such
outstanding performance during
the year. | also would like to put
on record our gratitude to our
customers, the Central Bank and
the Government of the UAE for
their support.

Thank you.

Abdullah Bin Ahmed Al Ghurair
Chairman

e e s
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INDEPENDENT AUDITOR'S REPORT

The Shareholders
Mashreqbank psc
Dubai

United Arab Emirates

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Mashreqbank psc (the “Bank”), a Public Share-
holding Company, and its Subsidiaries (collectively the “Group”), which comprise the consolidated statement of financial
position as at 31 December 2012, and the consolidated income statement, consolidated statement of comprehensive in-
come, consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with the International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of the consolidated financial statements that are free from material
misstatements whether due to fraud or errors.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Mashregbank psc and its subsidiaries as at 31 Decembér 2012, and the Group’s financial performance and cash flows for
the year then ended in accordance with International Financial Reporting Standards.

Report on other legal and regulatory requiremeénts

Also, in our opinion, proper books of account are maintained by the Bank. According to the information available to
us, there were no contraventions during the year of the U.A E. Federal Commercial Companies Law No. (8) of 1984 (as
amended), or of the Bank’s Articles of Association which might have a material effect on the financial position of the
Bank or its financial performance.

Deloitte & Touche (M.E.)

Anis Sadek
Registration Number 521
3 February 2013
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Consolidated statement of financial position
at 31 December 2012

2012 2011
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent

ASSETS
Cash and balances with central banks 5 10,767,087 2,931,415 14,731,800 4,010,836
Deposits and balances due from banks 6 10,176,676 2,770,671 10,147,675 2,762,776
Other financial assets measured at fair
value 7 2,759,439 751,277 2,552,788 695,014
Loans and advances measured at
amortised cost 8 36,183,916 9,851,325 32,665,962 8,893,537
Islamic financing and investment
products measured at amortised cost 9 5,224,028 1,422,278 5,028,547 1,369,057
Other financial assets measured at :
amortised cost 7 4,387,590 1,194,552 7,181,593 1,955,239
Interest receivable and other assets 10 5,336,691 1,452,952 5,417,102 1,474,844
Goodwill 11 26,588 7,239 - -
Investment properties 12 364,245 99,168 318,028 86,585
Property and equipment 13 1,157,040 315,013 1,197,827 326,117
Totalassets ~ ~ ~~ ~~ ~ 777 77" """ 76,383,300 20,795,890 79,241,322 21,574,005
LIABILITIES AND EQUITY
Liabilities
Deposits and balances due to banks 14 5,982,708 1,628,834 7,223,370 1,966,613
Repurchase agreements with banks 15 1,155,369 314,557 2,505,165 682,049
Customers’ deposits 16 42,430,655 11,552,043 40,177,020 10,938,475
Islamic customers’ deposits 17 5,021,915 1,367,252 5,239,863 1,426,589
Insurance and life assurance funds 18 1,228,896 334,576 972,867 264,870
Interest payable and other liabilities 19 5,248,958 1,429,066 5,685,175 1,547,829
Medium-term loans 20 1,494,544 406,900 4,634,012 1,261,642
Total liabilities N 62,563,045 17,033,228 66,437,472 18,088,067
Equity
Capital and reserves
Issued and paid up capital 21(a) 1,690,770 460,324 1,690,770 460,324
Statutory and legal reserves 21(b) 848,385 230,979 846,745 230,532
General reserve 21(c) 312,000 84,944 312,000 84,944
Cumulative translation adjustment 21(d) (32,076) (8,733) (33,022) (8,990)
Investments revaluation reserve 21(e) (163,794) (44,594) (346,145) (94,240)
Retained earnings 10,579,527 2,880,351 9,792,462 2,666,066
Equity attributable to shareholders of
the Parent 13,234,812 3,603,271 12,262,810 3,338,636
Non-controlling interests 22 585,443 159,391 541,040 147,302
Total equity 13,820,255 3,762,662 12,803,850 3,485,938
;’I‘otal liabilities and equity 76,383,300 20,795,890 79,241,322 21,574,005

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

Abdulla Ahmad Al Ghurair
Chairman

Abdul Aziz Abdulla Al Ghurair
Chief Executive Officer
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Consolidated income statement
for the year ended 31 December 2012

Interest income
Income from Islamic financing and
investment products

Total interest income and income from
Islamic financing and investment products

Interest expense

Distribution to depositors — Islamic

products

Net interest income and income from
Islamic products net of distribution to

depositors

Fee and commission income
Fee and commission expenses

Net fee and commission income

Net investment income
Other income, net

Operating income

General and administrative expenses
Allowances for impairment, net

Profit before taxes
Overseas income tax expense

Profit for the year
Attributed to:

Shareholders of the Parent
Non-controlling interests

Earnings per share

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

Notes

24

25

26

27

28
28

29
30

31
32

33

2012 . 2011
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
2,821,438 768,156 3,135,446 853,647
242,654 66,064 252,762 68,816
3,064,092 834,220 3,388,208 922,463
(1,045,063) (284,526)  (1,334,303) (363,273)
(115,427) (31,426) (109,834) (29,903)
1,903,602 518,268 1,944,071 529,287
2,011,862 547,744 1,940,984 528,447
(824,318) (224,426) (957,928) (260,803)
1,187,544 323,318 983,056 267,644
285,739 71,794 123,367 33,588
707,552 192,636 821,839 223,751
4,084,437 1,112,016 3,872,333 1,054,270
(1,855,347) (505,131)  (1,793,683) (488,343)
(826,540) (225,031)  (1,195,839) (325,576)
1,402,550 381,854 882,811 240,351
(31,914) (8,689) (21,769) (5,926)
1,370,636 373,165 861,042 234,425
1,312,309 357,285 820,379 223 354
58,327 15,880 40,663 11,071
1,370,636 373,165 861,042 234,425

AED 17.76 USD2.11 AED4.85  USD1.32.
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Consolida‘ted statement of comprehensive income
for the year ended 31 December 2012

. 2012 § . 2011 ,
AED000  USD000  AED000  USD’000
Equivalent Equivalent

Profit for the year 1,370,636 373,165 861,042 234,425
Other comprehensive (loss)/income
Changes in fair value of financial assets measured at
fair value through other comprehensive iricome, net »
(Note 7) (36,436) (9,920) (80,501) (21,918)
Exchange difference arising on translating the foreign
operations 3,169 863 (11,531) (3,140)
Loss on hedging instx_*uments designated in hedges of
the net assets of foreign operations [Note 21(d)] (2,223) (604) (2;008) (546)
Total other comprehensive loss for
the year (35,490) (9,661) (94,040) (25,604)
Total comprehensive income for .
the year 1,335,146 363,504 767,002 208,821
Attributed to:
Shareholders of the Parent 1,310,156 356,699 756,221 205,886
Non-controlling interests 24,990 6,805 10,781 2,935
[ 1,335,146 363,504 767,002 208,821 |

The accompanying notes form an integral part of these consolidated ﬁnancia_l statements.
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Consolidated Statement of Changes in Equity
for the year ended 31 December 2012

Equity at-

tributable to

Retained shareholders
earnings of the Parent

Cumulative Investments
General translation revaluatlon
reserve adjustment reserve

Statutory
and legal
reserves

Issued and
paid up
capital

Non-con-
trollmg

interests Total

AED'000 AED000 AED’000 AED’000 AED000 AED’000 AED’000
Balance at

1 January 2011
Profit for the year
Other comprehensive

loss for the year

1,690,770 845,385 312,000 9,300,191

820,379

(19,483)  (284,120) 11,844,743
. - 820,379

(13,539) (50,619) (64,158)

AED000  AED000

540,239
40,663

12,384,982
861,042

(29,882) (94,040)

Total comprehensive
income for the year
Transfer from investment
revaluation reserve to
retained earnings
Transfer to statutory and
legal reserves

Payment of dividends
[Note 21 (f)]

Purchase of non-
controlling interest

(13,539) (50,619) 820,379 756,221

(11,406) 11,406

1,360 (1,360)

(338,154) (338,154)

10,781 767,002

(8,400)  (346,554)

(1,580)

Balance at 31

December 2011 1,690,770 846,745 312,000 (33,022)  (346,145) 9,792,462 12,262,810

Profit for the year 1,312,309 1,312,309

Other comprehensive
income/(loss) for
the year 946

(3,099) (2,153)

(1,580)

541,040 12,803,850

58,327 1,370,636

(33,337)  (35,490)

Total comprehensive
income for the year
Transfer from
investment revaluation
reserve to retained
earnings

Transfer to statutory
and legal reserves
Payment of dividends
[Note 21 ()]

NCI arising on
acquisiton of a
subsidiary (Note 11)
Additional contribution
attributable to the

new non-controlling
interest shareholders
arising on acquisition
(Note 22)

946 (3,099) 1,312,309 1,310,156

185,450 (185,450)

1,640 (1,640)

(338,154) (338,154)

ralance at3l
] December 2012

13 234, 812

848 385

1,690,770 312 000 (32,076) (163,794) 10,579,527

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

24990 1,335,146

(338,154)
(26,545)  (25,545)

44,958 44,958

585 443 13, 820 255 i
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Consolidated Statement of Cash Flows
for the year ended 31 December 2012

2012 2011
Notes AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent

Cash flows from operating activities
Profit for the year 1,370,636 373,165 861,042 234,425
Adjustments for:
Depreciation of property and equipment 13 144,270 39,279 158,961 43,278
Allowances for impairment 32 826,540 225,031 1,195,839 325,576
Loss/(gain) on sale of property and equipment 30 4,569 1,244 (15,824) (4,308)
Gain from redemption of medium term loans 30 (14,526) (3,955) (31,859) (8,674)
Fair value adjustment of other financial assets
measured at FVTPL 29 (49,849) (13,572) 13,189 3,591
Fair value adjustments of investment property 30 59,818 16,286 61,188 16,659
Net realized investment gain from sale of other
financial assets measured at FVTPL 29 (14,224) (3,873) (7,373) (2,007)
Dividend income from financial assets
measured at FVTOCI 29 (47,525) (12,939) (43,056) (11,722)
Net realized investment gain from sale of other
financial assets measured at amortised cost 29 (95,607) (26,030) (42,888) (11,677)
Loss on sale of loans and advances in a ‘
secondary market _ - - 2,571 700
Fair value adjustment - derivatives 30 11,868 3,231 9,216 2,509
Operating cash flow before changes in
operating assets and liabilities 2,195,970 597,867 2,161,006 588,350
Decrease/(increase) in deposits with central
banks 5,743,137 1,563,609 (4,478,593) (1,219,328)
(Increase)/decrease in deposits and balances
due from banks maturing after three months (139,154) (37,886) 2,971,127 808,910
(Increase)/decrease in loans and advances '
measured at amortised cost (4,258,116) (1,159,302) 2,276,477 6_19,787
(Increase)/decrease in Islamic financing and
investment products measured at amortised
cost (207,379) (56,460) 231,377 62,994
Décrease/(increase) in interest receivable and
other assets 11 135,904 37,001 (588,843) (160,317)
Increase in other financial assets carried at
FVTPL (715,978) (194,930) (428,710) (116,719)
Decrease in repurchase agreements with banks (1,349,796) (367,491) (863,828) (235,183)
Increase/(decrease) in customers’ deposits 2,253,635 613,568 (6,587,838) (1,793,585)
(Decrease)/increase in Islamic customers’ :
deposits (217,948) (59,338) 751,048 204,478
Increase/(decrease) in medium-term loans (not
qualified as Tier 2 capital) 473,651 128,955 (1,101,900) (300,000)
(Decrease)/increase in deposits and balances
due to banks (1,240,662) (337,779) 1,184,744 322,555
Increase in insurance and life assurance funds 11 79,215 21,567 76,280 20,768
(Decrease)/increase in interest payable and
other liabilities 11 (461,059) (125,527) 685,267 186,569
Net cash flows generated by/(used in)
operating activities 2,291,420 623,854 (3,712,386) (1,010,721)

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows
for the year ended 31 December 2012 (continued)

Notes
Cash flows from investing activities
Purchase of property and equipment 13, 11
Proceeds from sale of property and
equipment
Purchase of investment properties 12

Net decrease in other financial assets
measured at amortized cost
Net decrease in other financial assets
measured at FVTOCI
Dividend income from other financial
assets measured at FVTOCI
Cash received on acquisition of a subsidiary 11
Purchase of non-controlling interest

Net cash generated by investing activities

Cash flows from financing activities
Dividend paid ) 21
Decrease in medium term loans (qualified
as Tier 2 capita_l)
Additional contribution by non-controlling
interest 22

Net cash used in financing activities

Net increase/(decrease) in cash and
cash equivalents

Net foreign exchange difference

Cash and cash equivalents at 1 January

Ez;s_l;and cash equivalents at

E%l December 35

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

2012 2011
AED’000 USD’000 AED’000 USD’000
Equivalent Equivalent
(245,094) (66,729) (378,252) (102,982)
21,909 5,965 43,004 11,708
- - (93,105) (25,348)
2,889,610 786,717 940,306 256,005
536,964 146,192 12,285 3,345
47,525 12,939 43,056 11,722
71,930 19,583 - .
- - (1,580) (430)
3,322,844 904,667 565,714 154,020
(338,154) (92,065) (346,554) (94,352)
(3,598,593) (979,742) (135,263) (36,826)

44,958 12,240 .

(3,891,789)  (1,059,567) (481,817) (131,178)
1,722,475 468,954 (3,628,489) (987,879)
946 258 (13,539) (3,686)
10,785,658 2,936,471 14,427,686 3,928,036

12,509,079 3,405,683 10,785,658 2,936,4jj



