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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

1. Introducing the Bank

1.1. Historical background of activities 
The Bank was established and commenced its operations following registration at the Tehran 
Corporate and Industrial Ownership Registry Office on 9 December 1999 under registry 
number 157915 as Karafarinan Non-Bank Credit Institution (PJSC). The enactment of the 
Non-State Bank Establishment Act on 9 April 2000, the endorsement of Article 98 of the Act on 
the Economic, Social, and Cultural Development Plan of Iran, and the implementation of the 
Non-State Bank Establishment Regulation of the Money and Credit Council as endorsed on 11 
December 2000, collectively laid the foundations for the establishment of the Bank. Based on 
a resolution of the Extraordinary General Assembly meeting of 29 November 2001 and CBI 
operating license number H/3362 (5 December 2001), Karafarin Bank (PJSC) was formally 
established and registered under the same license number with the Tehran Corporate and 
Industrial Ownership Registry Office on 26 December 2001.  The Bank gained listing on the 
Tehran Stock Exchange on 6 February 2003 and has been consistently included on the TSE 
price quote list since 5 July 2003.  The Bank’s head office is based at No. 97, West Nahid 
Street, Vali-Asr Avenue, Tehran, Iran. 

The Group includes Karafarin Bank (parent company) and its subsidiary companies. 

1.2. Principal activities
The main areas of activity of Karafarin Bank according to Article 3 of its Articles of Association 
are stated below:

 Accepting all forms of bank deposits and issuing the bearer certificates of public and private 
term deposits.

 Issuing cheque books and offering all services relating to cheque laws and regulations.
 Carrying out inter-banking operations.
 Granting credit facilities within the framework of regulations and bylaws and implementation 
guidelines of the Usury-Free Banking Operations Act.

 Offering various payment tools.
 Receiving, paying and transferring funds in foreign currencies and Iranian Rial (IRR).
 Accepting representation in order to collect funds, to pay bills, deposits, etc. 
 Opening letters of credit and issuing all sorts of bank guarantees.
 Rendering electronic banking services such as issuing various electronic cards (purchasing 
cards, credit cards, digital wallets, etc.)

 Operating safety deposit boxes.
 Carrying out all sorts of foreign currency operations including forex, transfers, granting 
foreign currency loans, payment order, etc.)

 Funds management. 
 Guaranteeing the repurchase of issued bonds from private and state-owned legal persons. 
 Issuing Islamic bonds in the IRR or in foreign currency within Iran or abroad.
 Constantly accepting payment orders from customers.
 Offering financial, investment and asset management services. 
 Performing duties of a guardian, administer, attorney and representative of clients in line with 
the current laws and regulations. 

 Carrying out investment activities via purchasing of shares, participation bonds, foreign 
bonds and Sukuk bonds. 

 Purchasing and selling assets in line with the regulations set forth by the Central Bank of the 
Islamic Republic of Iran.

 Providing insurance coverage for its assets held by companies and insurances.
 Creating and sustaining links with correspondent banks in Iran and overseas.
 Customs and excise clearance.
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

 Collecting claims for L/Cs.
 Collecting dividends on behalf of customers and depositing them in the relevant accounts.
 Selling stamp duty and promissory notes.
 Any other activity approved by the Central Bank of the Islamic Republic of Iran. 

1.3. Number of branches
Information on the Bank’s branches at the end of the year is reported as follows: 

2017-18 2016-17
At the End of 

the Year
Monthly 
Average

At the End of 
the Year

Monthly 
Average

Branches - Tehran Province 58 58 58 58
Branches - Other Provinces 47 47 47 47
Branches - Free Zones 2 2 2 2

107 107 107 107

1.4. Employees
The number of employees during the year is reported below:

2017-18 2016-17
At the End of 

the Year
Monthly 
Average

At the End of 
the Year

Monthly 
Average

Head Office & Supervisions 575 575 575 567
Branches - Tehran Province 561 561 546 555
Branches - Other Provinces 496 487 503 507
Branches - Free Zones 14 14 15 15.25

1,646 1,637 1,639 1,644
Employees of the Service 
Companies 279 273 266 265

1,925 1,910 1,905 1,909

The number of employees of subsidiary companies during the reporting fiscal period was 130 
(157 in the previous year). 

2. Basis for the Preparation of Financial Statements
Financial statements have been prepared according to accounting standards and CBI’s 
regulations. Details of accounting procedures have been presented in note 7.

3. Operational and Reporting Monetary Unit
Financial statement items have been measured using monetary unit of main economic 
environment of the Bank’s activity place i.e. IRR. The items have been presented in million IRR 
to be more understandable, except cases which are explicitly mentioned in financial statements 
and/or explanatory notes.

4. Using Judgments and Estimates
In order to prepare financial statements, the Bank’s management has used judgments, 
estimates and assumptions in specifying recognised amounts in the financial statements. 
Actual results may be different from estimates. These estimates and underlying assumptions 
are based on historical events and the management continuously supervises them through 
making comparisons with true events.
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For the Year Ended March 20th, 2018

In some cases, where the Bank’s Credit Manager is familiar with the customers’ financial 
condition and where there have been agreements between the Bank and those customers 
whose loans are no longer current but have been extended, such loans have been “mainly” 
classified under Overdue or Non-performing classification and have been exempted from 
“Special Provisions Calculations”. 

Cases where loans have been followed by litigations and verdicts have been passed in favour 
of the Bank, have also been exempted from being classified under the heading of “Special 
Provisions Calculations”, after receiving relevant documents from the Legal Affairs 
Management. Therefore, no provision is recorded for such loans.  
 
5. Basis for Measurement
Financial statements have been prepared based on historical cost.

6. Change in Accounting Procedures
The Bank has presented the accounting procedures mentioned in note 7 considering procedural 
stability during whole reported periods, except for procedure of recognising income from late 
payment penalties of loans changed from cash to accrued revenues. 

7. Summary of Significant Accounting Policies
7.1. Investments

Group Consolidation Parent Company

Measurement:

Long-term Investments:

Investment in Subsidiaries Subject to Consolidation Cost Less Accumulated 
Impairment of each Investment

Investment in Associates Equity Method Cost Less Accumulated 
Impairment of each Investment

Other Long-term Investments Lower of Cost Less Accumulated 
Impairment of each Investment

Cost Less Accumulated 
Impairment of each Investment

Current Investments:

Rapidly Transacted 
Investments

Lower of Cost & Net Sales Value 
of Total Investments

Lower of Cost & Net Sales Value 
of Total Investments

Other Current Investments Lower of Cost & Net Sales Value 
of each Investment

Lower of Cost & Net Sales Value 
of each Investment

Income Recognition:

Investment in Subsidiaries Subject to Consolidation

On Approval of Profits by the 
Investee’s Shareholders’ General 

Assembly (up to the Approval 
Date of the Financial Statements)

Investment in Associates Equity Method

On Approval of Profits by the 
Investee’s Shareholders’ General 

Assembly (up to the Approval 
Date of the Accounts)

Other Current & Long-term 
Investments in Companies’ 
Shares

On approval of profits by the 
investee’s shareholders’ general 

assembly (up to the balance 
sheet date)

On Approval of Profits by the 
Investee’s Shareholders’ General 

Assembly (up to the Balance 
Sheet Date)
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For the Year Ended March 20th, 2018

7.2. Tangible fixed assets
7.2.1. All tangible fixed assets are recorded at historical cost in the accounts. Any expenditure 
incurred for improvements and major repairs of a fixed asset that lead to a significant extension 
of its useful life or to a material improvement in its performance quality, is capitalized and 
subsequently depreciated over the remainder of the asset’s useful life. Maintenance costs and 
minor repairs are expensed as incurred and reported as part of the period’s profit and loss 
account.

7.2.2. Depreciation on fixed assets is based on the Depreciation Charts of Section 151 of 
Direct Taxation Act.  The rates and methods applied are as follows:

Asset Depreciation Rate Depreciation method

Building 25 Years Straight Line

Furniture, Equipment & 
Installations 3, 5, 6, 10 & 15 Years Straight Line

Computer Equipment 3 Years Straight Line

Motor Vehicle 6 Years Straight Line

7.2.3. Fixed assets that are acquired and operationalized during any given month over the 
year will be accounted for and depreciated as of the start of the next calendar month. In cases 
where a depreciable fixed asset remains idle due to, for example, closure of operations or for 
other reasons, depreciation for idle periods is accounted for at 30 percent of the rates outlined 
in the Depreciation Charts of Section 151 of Direct Taxation Act.

7.3. Intangible assets
All intangibles, except goodwill, are reflected in the accounts at historical cost. Goodwill is no 
longer subject to any amortisation. Operational and administrative software are amortised 
using the straight line method over a 3 year period.  

7.3.1. Goodwill 
Entities combination accounting of acquisition type is carried out by sale method. Excess cost 
of investment acquisition in subsidiaries subject to consolidation at the time of acquisition is 
identified as goodwill and is amortised during 20 years using the straight-line method. Goodwill 
is reflected at cost, less accumulated amortisation and accumulated impairment. 

7.4. Income recognition on loans, commissions and late payment penalties
According to Circular MB/772 dated 18 July 2005 of CBI and based on ratification 1044 dated 
16 July 2005 of Money & Credit Council, income recognition of the Bank is based on 
commitment method. In addition, according to circular No.94/258020 dated 30.11.2015, no 
commitment income has been identified for doubtful loans. Thus, the Bank’s income are 
recognized in the following manner.
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Interest, Granted Loans & Commission Recognition Method

Interest on Granted Loans

Current Commitment

Overdue Commitment

Deferred Commitment

Doubtful Commitment

Late Payment Penalty

Matured Commitment

Overdue Commitment

Deferred Commitment

Doubtful Cash

Commission

L/Gs Issued Cash

Other Banking Services Cash

Gharz-al Hassaneh Granted Loans Cash

7.5. Basis for determination of depositors’ share from joint income
In compliance with the requirements promulgated in Iran’s Act on Usury-Free Banking 
Operations of 30 August 1983 and its operational and implementation guidelines and also CBI 
Circular 94/69643 of 10 June 2015, all joint income, expenditure of joint resources and 
depositors’ share are calculated from joint income and the results are reported in the 
performance statement of investment deposits. 

7.6. Classification of Loans 
The Bank evaluates and classifies its financial loans in accordance with the requirements 
presented in the “Banks and Credit Institutions Asset Classification Manual” of the Money and 
Credit Council (also referred to in CBI Circular MB/2823 of 24 February 2007 of the CBI) and 
also based on customers’ creditworthiness and their economic ability as demonstrated by 
such factors as late repayments, customer financial position and the economic state of the 
customer’s line of business activity. This approach leads to the following classes for loans.

A) Current Loans: are loans for which principal and interest have been paid on the due date or 
loans that have been past due for less than 2 months.

B) Past Due Loans are loans for which repayment of principal and interest has been outstanding 
and/or loans have been non-performing for over 2 but less than 6 months.

C) Non-Performing Loans are loans for which repayment of principal and interest has been 
outstanding and/or loans which have been non-performing for over 6 but less than 18 months.   
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D) Doubtful Loans are loans that have been outstanding for the over 18 months.

The management has not expressed an opinion on financial statements outside the framework 
of the above circulars.

7.7. Provisions for doubtful debts
Doubtful loans that are provided for in accordance with the requirements of the “Banks and 
Credit Institutions Doubtful Debts’ Provisions Manual” of the Money and Credit Council (also 
referred to in CBI Circular 91/21270 of 19 April 2012 of the CBI) are calculated and recorded 
in the accounts in the following manner: 

1) General provisions: at 1.5% of total loans’ balances after deduction of those loans that are 
subject to special provisions. 

2) Special provisions: for the balance of past due, non-performing, and doubtful financial loans.  
This is calculated based on the factors outlined in the following table after deducting the 
updated value of security attributable to each individual facility.

Classification Factor

Overdue Classification 10%

Differed Classification 20%

Doubtful Classification (based on customer-specific assessments of 
repayment ability) 50% to 100%

3) Special provision is accounted for those loans which have surpassed their maturity dates 
(principal amounts and interest) by 5 years or more. This provision amounts to 100% (not to 
account for the value of collateral).  

7.8. Provisions for employees’ termination benefits
Provisions for termination benefits are accounted for based on one month of employees’ latest 
base salary and continued benefits for each year of their service with the Bank.

7.9. The Bank’s employees have insurance coverage via the Social Security Fund. Hence, no 
provision in reference with retirement benefits has been recorded in the accounts. 

7.10. Foreign currency exchange 
Monetary items during the year have been exchanged at official and agreed rate with the 
exchange company on balance sheet date according to forex policies notified by the CBI on 
1397/01/21 (10.04.2018) and the subsequent comment on the Technical Committee of the 
Audit Organisation on 1397/02/10 (30.04.2018) stating that foreign currency fluctuations may 
be adjusted (as stated in the following table) on balance sheet date and nonmonetary items 
which have been registered at historical cost (based on currency type) to be exchanged at 
official rate on date of transaction. 
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The differences resulting from the exchange of foreign currency items are identified as income 
or expenses and will be reflected in the income statement. 

Foreign 
Currency

Exchange 
Rate

Foreign 
Currency

Exchange 
Rate

Foreign 
Currency

Exchange 
Rate

Foreign 
Currency

Exchange 
Rate

Foreign 
Currency

Exchange 
Rate

USD 42,000 AED 11,437 CNY 6,671 TRY 10,318 RUB 693

EUR 51,709 CHF 43,880 GBP 59,330 OMR 109,234

INR 648 JPY 392 KRW 39 QAR 11,539

8. “Other Items” in the Financial Statements
Due to the high number of items in accounts, some of the items of each note have been 
reported under the heading of “Others”. These items are mainly insignificant and represent a 
maximum 10% value of the total amount of that note. The number of these items have also 
been disclosed. 

9. Cash

Note

Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Cash at Hand-IRR 9-1 338,020 387,404 337,809 387,212

Cash at Hand-Foreign 
Currency 9-2 649,355 825,541 640,667 818,864

Sight Deposit held 
with CBI (Unrestricted) 9-3 443,366 508,861 443,366 508,861

Deposits held with 
Other Banks & Credit 
Institutes 
(Unrestricted)

9-4 6,520,651 13,969,992 6,457,156 13,722,237

7,951,392 15,691,798 7,878,998 15,437,175

9.1. IRR and foreign currency cash held with the Bank’s branches have insured against 
possible hazards such as theft and fire for up to IRR1,100,000 million. It is noteworthy that the 
fund’s balance has floating insurance coverage.

9.2. Foreign currency balance of the parent company on balance sheet date includes 
USD5,151,774, EUR8,158,496, GBP39,592, AED4,860, JPY30,000 and CHF200. These 
amounts have been exchanged with the rates stated in note 7.10 of the financial statements. 
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9.3. Sight deposits held with CBI (unrestricted) related to parent company are as follows:

Parent Company

20.03.2018 20.03.2017

Million IRR Million IRR

Sight Deposit held with CBI-IRR (Unrestricted) 417,287 409,818

Sight Deposit held with CBI- Foreign Currency (Unrestricted) 26,079 99,043

443,366 508,861

9.3.1. A special audit has been conducted by the Bank’s independent auditor and legal 
inspector following correspondence with the CBI and coordination with associated authorities, 
in order to settle the fate of a withdrawal of IRR741 billion which took place by the CBI from the 
account of Karafarin Bank as forex difference during the 2011-12 and 2012-13 periods. This 
audit was based on the information required by the CBI in order to test the authenticity of the 
Bank’s foreign currency operations. Its audit report was submitted following the financial period 
to the CBI, through a letter from the Bank’s management, as means to clarify the measures of 
the CBI and to be refunded for the aforementioned amount. Penalties for excess withdrawal 
for 2016-17 period, according to letter of CBI numbered 97/36424 dated 30.04.2018 amounted 
to IRR1,108,992 million.

9.4. Deposits held with other banks and credit institutes (unrestricted)

Note

Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Sight Deposits held with 
Other Domestic Banks & 
Credit Institutes – IRR  
(Unrestricted)

63,467 61,960 10,200 993

Sight Deposits held with 
Other Domestic Banks & 
Credit Institutes – Foreign 
Currency (Unrestricted)

387,807 377,137 387,807 377,137

Term Deposits held with 
Other Domestic Banks & 
Credit Institutes – IRR  
(Unrestricted)

81,561 250,670 77,757 66,730

Sight Deposits held with 
Foreign Banks – Foreign 
Currency (Unrestricted)

9-4-1 5,987,817 13,280,224 5,981,393 13,277,377

6,520,651 13,969,992 6,457,156 13,722,237



G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n
IN

TR
O

D
U

C
TI

O
N

G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n

80

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

9.4.1. Sight deposits held with foreign banks (foreign currency and unrestricted) related to the 
parent company are as follows:

Bank Foreign Currency 
Amount

Parent Company

20.03.2018 20.03.2017

EUROPAISCH-IRANISCHE 
HANDELSBANK AG-EIH Bank in 
Germany

 EUR39,039,744 2,018,706 587,281

Bank of Kunlun in China CNY205,782,285 &  
EUR1,291,390 1,439,550 1,388,975

Banque de Commerce et de 
Placement (BCP) in Geneva

EUR19,272,016 
& CHF638,173 1,024,540 1,098,064

Woori Bank in Seoul KRW7,958,879,701 313,858 746,392

Bank Melli Iran Branch in Hamburg EUR3,892,784 201,292 34,064

Bank of GANSU Co. LTD in China CNY8,443,948 & 
EUR143,299 63,739 1,181

Halk Bank in Turkey TRY3,138,290 & 
EUR2,583,936 165,994 1,022,972

UCO Bank in India INR239,971,154 155,501 208,141

BANCA POPOLARE DI SONDRIO 
in Italy EUR2,128,540 110,065 78,334

Bank Melli Iran Branch in Dubai AED8,152,139 93,236 2,098,132

MIR BUSINESS BANK in Russia EUR1,174,543 
& RUB57,495 60,774 0

INDUSTRIAL BANK in Seoul, South 
Korea KRW1,443,219,898 56,913 66,849

OBERBANK AG in Austria EUR655,285 33,884 23,268

Mizuho Bank in Japan JPY76,416,208 29,963 5,023,433

Other Banks (including 27 Banks) 213,377 900,292

5,981,393 13,277,377

9.5. Balance held with banks which have limitation for withdrawal (time limitation and other 
limitations) are classified under heading of dues from banks.

10. Dues from Banks and Credit Institutes
Dues from banks and credit institutes which are fully related to the parent company are as 
follows:

Note

Parent Company

20.03.2018 20.03.2017

Million IRR Million IRR

Dues from CBI 10-2 223,039 190,664

Dues from Other Banks & Credit Institutes 10-3 7,577,321 726,007

7,800,360 916,670
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10.1. Balance held with banks which have no withdrawal limitation are classified under heading 
of cash.

10.2. Dues from CBI

Note

Parent Company

20.03.2018 20.03.2017

Million IRR Million IRR

Other Dues 10-2-1 223,039 190,664

223,039 190,664

10.2.1. Other dues from CBI include Shaparak operation and Paya terminal transactions at the 
end of the year.

10.3. Dues from other banks and credit institutes

Note

Parent Company

20.03.2018 20.03.2017

Million IRR Million IRR

Term Deposits held with Other Domestic Banks & 
Credit Institutes-IRR (Unrestricted) 10-3-2 7,150,000 250,000

Loans Granted to Other Banks & Credit Institutes 10-3-1 0 0

Cheques Payment issued by Other Banks 427,321 476,007

7,577,321 726,007

10.3.1. The Bank has granted no loans to other banks and credit institutes.
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10.3.2. Term deposits held with other domestic banks and credit institutes-IRR (unrestricted) 
include the following items:

Bank/Credit 
Institute

Foreign 
Currency

Contract 
Type

Interest 
Rate

Maturity 
Date Security

Loans Balance

20.03.2018 20.03.2017

Foreign 
Currency 
Amount

Million 
IRR Million IRR

IRR Loans:

Day IRR Overnight 18.5% 25.03.2018 - - 300,000 0

Tourism IRR Overnight 18.5% 25.03.2018 - - 800,000 0

Ghavvamin IRR Overnight 18.5% 25.03.2018 - - 600,000 0

Iran Zamin IRR Overnight 18.5% 25.03.2018 - - 600,000 0

Kosar IRR Overnight 18.5% 25.03.2018 - - 800,000 0

Parsian IRR Overnight 18.5% 25.03.2018 - - 750,000 0

Melal IRR Overnight 18.5% 25.03.2018 - - 400,000 50,000

Post Bank IRR Overnight 18.5% 25.03.2018 - - 1,000,000 0

Keshavarzi IRR Overnight 18.5% 25.03.2018 - - 500,000 0

Refah IRR Overnight 18.5% 25.03.2018 - - 500,000 0

Ansar IRR Overnight 18.5% 25.03.2018 - - 700,000 100,000

Tejarat IRR Overnight 18.5% 25.03.2018 - - 200,000 0

Sina IRR Overnight 18.5% 25.03.2017 - - - 100,000

7,150,000 250,000

All term deposits held with other banks have been settled up to date of preparing this note.

11. Dues from the Government
Group & Parent Company

20.03.2018 20.03.2017
Principal 
Amount 

& Interest 
Balance 
of Future 
Years & 
Deferred 
Interest

Balance of 
Interest & 

Commission 
Receivable

Balance of 
Late 

Payment 
Penalty 

Receivable

Future 
Years’ 

Interest

Deferred 
Interest & 

Commission

General 
Provision 

for 
Doubtful 

Debts

Net Net

Million 
IRR

Million 
IRR Million IRR Million 

IRR
Million

IRR
Million 

IRR
Million 

IRR
Million 

IRR
Provisional 
Facilities 
Omitted by the 
Government

0 0 0 0 0 0 0 0

Provisional 
Facilities 
Guaranteed 
by the 
Government

0 0 0 0 0 0 0 0

Total 0 0 0 0 0 0 0 0
Less: Dues to 
the 
Government

0 0

0 0
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

13.1. Classification of granted loans and dues from non-governmental entities of the parent 
company based on the instruction of Money and Credit Council (note 7.6.) is as follows:

Parent Company

20.03.2018

Current Overdue Deferred Doubtful Total

Million IRR Million IRR Million IRR Million IRR Million IRR

Installment Sales 5,654,264 0 34,052 127,226 5,815,541

Joaleh 3,042 0 0 246,508 249,550

Hire Purchase 80,134 47 0 12,021 92,202

Salaf 0 0 0 9,534 9,534

Mozarebeh 4,811,290 163,016 431,229 1,338,389 6,743,925

Equity Participation 72,331,596 2,485,872 15,537,046 8,172,634 98,527,148

Estesna 14,667 0 0 0 14,667

Gharz-al Hassaneh 
(Interest Free) 98,315 69 95 13 98,493

Other Granted IRR Loans 2,170,581 0 0 0 2,170,581

Foreign Currency Loans 136,413 0 269,694 654,667 1,060,774

Debtors or Paid L/Cs 25,290 0 0 445,434 470,725

Debtors for Paid L/Gs 200,655 0 0 424,586 625,241

85,526,246 2,649,004 16,272,116 11,431,012 115,878,379

Less:

Future years’ Interest (1,214,962) 0 0 0 (1,214,962)

Deferred Interest & 
Commission 0 0 (30,736) 0 (30,736)

Proceeds for Mozarebeh (317,818) 0 0 0 (317,818)

Joint Account of Equity 
Participation (1,954,622) 0 0 0 (1,954,622)

Granted Net Loans 
before Deduction of 
Provision for Doubtful 
Debts

82,038,844 2,649,004 16,241,380 11,431,012 112,360,240

General Provision for 
Doubtful Debts (1,216,747) (30,926) (118,109) (33,361) (1,399,143)

Specific Provision for 
Doubtful Debts 0 (14,224) (720,892) (4,208,023) (4,943,138)

Balance at 20.03.2018 80,822,097 2,603,855 15,402,380 7,189,628 106,017,959

Balance at 20.03.2017 83,671,416 2,025,362 2,772,366 5,581,641 94,050,786
 	
* It is noteworthy that a part of loans have been collected by Legal Affairs and Credit Unit after 
balance sheet date and up to preparing this note. The remainder (insignificant amounts) has 
been settled through an agreement with customers and via receiving real estates and shares 
of listed companies which have been transferred to the Bank. 
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

13.2. Turnover of provision for doubtful debts is a follows:
 Parent Company

2017-18 2016-17

General 
Provision

Specific 
Provision Total General 

Provision
Specific 

Provision Total

Balance at the 
Beginning of 
the Year

(1,352,097) (3,561,131) (4,913,227) (1,168,879) (2,327,282) (3,496,161)

Provision for 
Current Year (47,046) (1,382,007) (1,429,054) (183,218) (1,233,849) (1,417,067)

Balance at the 
End of the Year (1,399,143) (4,943,138) (6,342,281) (1,352,097) (3,561,131) (4,913,227)

13.3. Foreign currency granted loans based on financiers

Parent Company

20.03.2018 20.03.2017

Current Overdue Deferred Doubtful Total Total

Domestic 
Financiers 136,413 0 0 463,579 599,992 371,743

National 
Development 
Fund

0 0 0 191,088 191,088 151,962

CBI 0 0 269,694 0 269,694 1,025,124

136,413 0 269,694 654,667 1,060,774 1,548,828

13.4. Granted loans and dues from non-governmental entities based on maturity and interest 
rate

Parent Company

20.03.2018 20.03.2017

24% & 
Above

21% to 
24%

18% to 
21%

15% to 
18%

12% to 
15%

Below 
12% Total Total

Million 
IRR

Million 
IRR Million IRR Million 

IRR
Million 

IRR
Million 

IRR Million IRR Million 
IRR

2017-18 & 
Before 8,677,905 1,184,618 22,793,951 6 132,994 1,096,617 33,886,091 17,904,084

2018-19 27,772 798 73,592,425 825,287 0 68,927 74,515,209 78,944,252

2019-20 0 0 1,934,274 0 0 1,531 1,935,806 130,085

2020-21 0 497 245,462 0 0 12,446 258,405 1,969,983

2021-22 & 
After 0 41,074 83,177 198,240 0 1,442,238 1,764,729 15,609

8,705,677 1,226,987 98,649,289 1,023,533 132,994 2,621,759 112,360,240 98,964,013

20.03.2017 9,301,778 2,435,303 87,097,003 5,013 112,550 12,367 98,964,013
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

13.5. Granted loans and dues from non-governmental entities based on security

Parent Company

20.03.2018 20.03.2017

Million IRR Million IRR

Deposits 3,088,779 2,304,032

Participation bonds & Other Debt Securities 274,673 62,096

Shares Listed in Stock & Securities Organisation 27,219,798 23,005,588

Binding Contracts 68,146,937 66,995,531

Machinery 1,150 2,222

Land & building 3,170,439 2,655,911

Cheque & Promissory Note 7,826,080 3,550,316

Others 2,391,583 367,960

112,119,440 98,943,658

Unsecured Loans & Claims 240,800 20,356

112,360,240 98,964,013
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

13.7. Granted loans and dues from non-governmental entities based on customer type
Parent Company

20.03.2018 20.03.2017

Gross 
Amount

Provision 
for 

Doubtful 
Debts

Net Gross 
Amount

Provision 
for 

Doubtful 
Debts

Net

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Individuals 15,566,239 (913,133) 14,653,105 15,072,242 (823,141) 14,249,101

Legal 
Customers 95,436,563 (5,408,786) 90,027,777 82,165,803 (4,064,197) 78,101,606

Employees 1,357,438 (20,362) 1,337,077 1,725,968 (25,890) 1,700,079

112,360,240 (6,342,281) 106,017,959 98,964,013 (4,913,227) 94,050,786

13.8. Loans granted to subsidiaries are as follows:
20.03.218 20.03.2017

Interest 
Rate Current Non-

Performing

Provision 
for 

Doubtful 
Debts

Total Total

% Million IRR Million IRR Million IRR Million IRR Million IRR

The Same 
Category 
Companies

0 0 0 0 0 0

Other Related 
Parties 0 0 0 0 0 0

0 0 0 0 0

14. Investment in Shares and Other Securities

Note

Group
20.03.2018 20.03.2017

Current Non-
Performing Total Current Long-

term Total

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Current 
investment in 
Rapidly 
Marketable 
Shares

14-1 412,372 0 412,372 751,980 0 751,980

Investment in 
Other Shares 14-2 0 1,181,156 1,181,156 0 1,293,013 1,293,013

Investment in 
Other 
Securities

14-3 3,340,812 0 3,340,812 1,517,578 0 1,517,578

3,753,185 1,181,156 4,934,341 2,269,557 1,293,013 3,562,571



G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n
IN

TR
O

D
U

C
TI

O
N

G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n

92

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Note

Parent Company
20.03.2018 20.03.2017

Current Non-
Performing Total Current Long-

term Total

Million 
IRR Million IRR Million 

IRR
Million 

IRR
Million 

IRR
Million 

IRR
Current 
investment in 
Rapidly 
Marketable 
Shares

14-1 401,925 0 401,925 740,934 0 740,934

Investment in 
Other Shares 14-2 0 1,749,147 1,749,147 0 1,749,147 1,749,147

Investment in 
Other Securities 14-3 2,138,644 0 2,138,644 1,019,347 0 1,019,347

2,540,569 1,749,147 4,289,716 1,760,281 1,749,147 3,509,428

14.1. Investment in rapidly marketable shares is as follows:
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

14.2.2.1. Increasing cost of investments in these companies is due to increasing capital of the 
mentioned subsidiaries. These capital increases were registered at the Companies Registration 
Department during the current year whilst transfer from capital prepayments occurred in the 
previous year. 

14.2.2.2. During 2017-18, based on the decision of the Board of Directors cost of investment 
and claims from the mentioned company amounting to AED23,222 million in the UAE have 
been transferred to prior years’ adjustment account (note 53.1 of the financial statements). 

14.2.2.3. The mentioned amount of IRR255,251 million is from a building construction project 
in process relating to Velenjak Projects of Karafarin Investment Company. The surplus amount 
of IRR29,694 million in Velenjak Project is related to the project’s construction permit amounting 
to IRR13,533 million and the fees of supervisors of the Engineering Organisation amounting 
to IRR1,528 million and the amount of IRR9,500 million to the Social Security Organisation 
and the amount of IRR2,500 million for research, design and architecture of the structure and 
installations and the amount of IRR156,758 million of the building construction projects, is 
related to properties of Karafarin Investment Company which are ready for sale. Following the 
proposal of the Sales Committee and the approval of the Board of Directors, it has been 
decided that the mentioned properties to be sold. In this regard, pricing has been carried out 
via official judicial experts and a tender notice was placed in an official gazette and banners in 
2014-15, 2015-16, and 2016-17. In order to sell the mentioned properties, although measures 
such as advertising in banners and requesting estate agents to put the properties up for sale 
have been carried out, these properties have not been sold as yet. This is due to poor property 
market conditions. In addition, one unit in Babol Town was sold by the date of preparation of 
the financial statements. 

14.2.2.4. The amount of IRR87,051 million is related to Karafarin Omid Tejarat Development 
Company which has been spent in three phases of partnership in production with Abhar Ris 
and Fard Behrang Companies, imports with Javan Foodstuff Company and exports with Amin 
Group Company. 

14.2.2.5. Details of the Group’s subsidiaries and associates are as follows:

Location
Investment Percent

Main ActivitiesGroup Parent 
Company

Associates:
Karafarin Insurance Co. Tehran 20.02 20 Issuing Various Insurance Policies
Subsidiaries:

Karafarin Bank Investment Co. Tehran 67.15 67.147 Investment in Shares of Companies 
& Institutes

Karafarin Leasing Co. Tehran 100 100 Cash & Installment Sales, Hire 
Purchase

Karafarin Bank Brokerage Co. Tehran 100 100 Trading Shares 

Karafarin Foreign Exchange Co. Tehran 100 99.98
Foreign Currency, Payment Order, 
Coins, Gold & Silver Sales & 
Purchase

Abnieh Gostar Karafarin Co. Tehran 83.24 49 Implementing Construction Projects 
including Renovation & Repair

Omid Karafarin Commercial 
Development Co. Tehran 50.36 0 Carrying Out All Permissible 

Commercial Activities

Amin Etemad Karafarin Co. Tehran 67.15 0 Collecting Bank and Group 
Companies Claims

Asr Amin Karafarin Co. Tehran 100 0 Offering Insurance Services
Kourosh Petrochemical Industries 
Development Co. Tehran 62.29 0 Supplying & Distributing Chemicals 

& Petroleum By-Products

Methanol Setareh Shargh Co. Chabahr 67.13 0 Investing & Engaging in Partnership 
of Launching Industrial Projects 
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

14.3. Investment in other securities is as follows:

Issuer Source Bond
Interest 

Rate
Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

% Million IRR Million IRR Million IRR Million IRR
Government & 
Governmental 
Companies
Islamic Treasury 
Notes Purchase Islamic 

Treasury - 52,342 246,032 52,342 197,164

Islamic Morabeheh 
Bonds Purchase Morabeheh 20 600,000 624,000 600,000 624,000

Sukuk Bonds 
Rented by Social 
Security 
Organisation 
(Shasta 991)

Purchase Rent Sukuk 20 800,000 0 800,000 0

Governmental 
Participation Bonds 
6 (Eshad 6)

Purchase Participation 
Bonds 21 24,518 0 24,518 0

Other Companies 
& Investment 
Funds:
Karafarin 
Brokerage 
Investment Fund

Purchase
Extraordinary 
Investment 
Unit

20 28,500 169,286 28,500 28,500

Arman Karafarin 
Investment Fund Purchase

Extraordinary 
Investment 
Unit

20 18,500 320,085 18,500 18,500

Amin Mellat 
Investment Fund Purchase

Ordinary 
Investment 
Unit

20 750,318 0 400,126 0

Charisma Fixed 
Income Investment 
Fund

Purchase
Ordinary 
Investment 
Unit

20 824,821 0 189,660 0

Karafarin Index 
Common 
Investment Fund

Purchase
Extraordinary 
Investment 
Unit

20 223,461 9,000 9,000 9,000

Karafarin Index 
Common 
Investment Fund

Purchase
Ordinary 
Investment 
Unit

20 18,353 18,322 15,999 15,999

Amin Karafarin 
Common 
Investment Fund 

Purchase
Ordinary 
Investment 
Unit

20 0 5,892 0 1,224

Gole Gohar 
Participation Bonds Purchase Participation 20 0 48,337 0 48,337

Sukuk Bonds of 
Bana Gostar 
Karaneh

Purchase Sukuk 21 0 76,623 0 76,623

3,340,812 1,517,578 2,138,644 1,019,347

15. Dues from Subsidiaries and Associates
Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Due 
Balance

Provision 
for 

Doubtful 
Debts

Net Net Due 
Balance

Provision 
for 

Doubtful 
Debts

Net Net

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

 Dues from
Subsidiaries 0 0 0 0 774,671 0 774,671 939,331
 Dues from
Associates 3,059 0 3,059 0 17,057 0 17,057 0

3,059 0 3,059 0 791,728 0 791,728 939,331
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

15.1.1. During the reporting period, the Bank had no profit and loss resulting from transactions 
with subsidiaries and associates.

15.2. Classification of dues from subsidiaries and associates based on ratification of Money & 
Credit Council (subject of note 7.7.) is as follows:

20.12.2018

Current Overdue Differed Doubtful Total

Million IRR Million IRR Million IRR Million IRR Million IRR

Dues from Subsidiaries 774,671 0 0 0 774,671

Dues from Associates 17,057 0 0 0 17,057

Net Dues from 
Subsidiaries & Associates 
before Deduction of 
Provision for Doubtful 
Debts

791,728 0 0 0 791,728

General Provision for 
Doubtful Debts 0 0 0 0 0

Special Provision for 
Doubtful Debts 0 0 0 0

Balance at 20.03.2018 791,728 0 0 0 791,728

Balance at 20.03.2017 939,331 0 0 0 939,331

16. Other Accounts Receivable

Note

Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Net Net Due 
Balance

Provision 
for 

Doubtful 
Debts

Net Net

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Dividend 
Receivable 16-1 70,419 99,395 69,991 0 69,991 91,771

Realised 
Profit of 
Investment 
Funds

247,208 90,507 219,706 0 219,706 90,507

Temporary 
Debtors 16-2 1,203,534 831,659 1,030,728 0 1,030,728 604,325

1,521,161 1,021,561 1,320,425 0 1,320,425 786,603
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

16.1. Balance of dividend receivable except for profit of affiliated and subsidiary companies is 
as follows: 

Group Group

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Companies Listed in TSE & OTC Market

Persian Gulf Petrochemical Industries 30,471 24,628 30,471 24,628

Mobin Petrochemical Co. 24,666 0 24,666 0

Shiraz Petrochemical 5,558 11,205 5,558 11,205

Mapna Group 2,500 2,500 2,500 2,500

Civil Pension Fund Investment 1,822 2,566 1,822 2,566

Khouzestan Steel 1,819 3,411 1,819 3,411

Pardakht Card Electronic Network 1,122 0 1,122 0

Bahman Diesel 861 0 861 0

Esfahan Mobarakeh Steel 390 0 390 0
Tamin Petroleum & Petrochemical 
Investment 190 0 190 0

Fars & Khouzestan Cement 184 0 184 0

Ta’amin Petrochemical 150 627 150 627

Telecommunication Company of Iran 131 0 131 0

Kermanshah Petrochemical Industries 80 0 80 0

Behshahr Industries Group Investment 37 0 37 0

Total 69,980 44,937 69,980 44,937

Sahand Rubber Industries 10 10 10 10

Sina Tile 2 2 2 2

Kharazmi Investment 0 12,855 0 12,855

Jam Petrochemical 0 9,589 0 9,589

Parsian Oil & Gas Development 0 9,253 0 9,253

Iran Investment- Non-TSE 0 7,000 0 7,000

Pardis Petrochemical 0 1,471 0 1,471

Bank Pasargad 0 1,425 0 1,425

Tose’e Melli Group Investment 0 1,335 0 1,335

Maroun Petrochemical 0 1,097 0 1,097

Others 428 10,422 0 2,798

70,419 99,395 69,991 91,771
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

16.2. Balance of temporary debtors is as follows:
Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Items related to loans

Litigation & Collection Expenses 233,067 58,148 233,067 58,148

Biosun Pharmed Co. 108,485 0 108,485 0

341,552 58,148 341,552 58,148

Items Unrelated to Loans

Foreign Currency Temporarry Debtors 224,131 253,366 224,131 253,366

Rey Daneh Co. 160,741 160,741 160,741 160,741

Alborz Bulk Pharmaceutical Manufacturer 
Co. 157,074 1,827 157,074 1,827

Exir Pharmaceutical Co. 21,529 0 21,529 0

Ayandeh Bank Employees’ Future 
Prosperity - Nazi Abad Real Estate Buyer 
(note 18.1.)

19,775 0 19,775 0

Interest Receivable o Deposits held at 
Other Banks 7,403 0 7,403 0

Others 271,329 357,578 98,523 130,244

861,982 773,511 689,176 546,177

1,203,534 831,659 1,030,728 604,325

16.3. Classification of other accounts receivable based on instructions ratified by Money and 
Credit Council (note 7.7.) is as follows:

20.03.2018

Current Overdue Deferred Doubtful Total

Million IRR Million IRR Million IRR Million IRR Million IRR

Temporary Debtors 1,030,728 0 0 0 1,030,728

Dividend Receivable 69,991 0 0 0 69,991

Realised Interest of Equity 
Participations 219,706 0 0 0 219,706

Other Net Accounts 
Receivable before Deduction 
of Provisions for Doubtful 
Debts

1,320,425 0 0 0 1,320,425

General Provision for 
Doubtful Debts 0 0 0 0 0

Specific Provision for 
Doubtful Debts 0 0 0 0

Balance at 20.03.2018 1,320,425 0 0 0 1,320,425

Balance at 20.03.2017 786,603 0 0 0 786,603
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

17. Tangible Fixed Assets
Group

Land Building Motor 
Vehicle

Fixtures, 
Installations 
& Equipment

Assets under 
Construction

Capital 
Prepayments Total

Million 
IRR

Million 
IRR

Million 
IRR Million IRR Million IRR Million IRR Million 

IRR

Cost:

Balance at 
20.03.2016 2,641,589 899,196 8,422 567,622 1,440,621 746,704 6,304,154

Increased 
during the 
Year

97,617 12,972 2,974 77,314 331,548 119,771 642,196

Sold 0 (3,831) (830) (3,042) 0 (63,082) (70,785)

Transfers & 
Other 
Changes

183,128 150,807 7,085 0 (167,882) (358,262) (185,124)

Balance at 
20.03.2017 2,922,333 1,059,144 17,652 641,894 1,604,287 445,130 6,690,440

Increased 
during the 
Year

0 0 2,775 3,545 237,408 123,081 366,809

Assets Sales 
& Disposal (35,782) (25,077) (418) (28,327) 0 (2,057) (91,662)

Transfers & 
Other 
Changes

0 846,951 238 66,350 (798,179) (113,955) 1,404

Balance at 
20.03.2018 2,886,552 1,881,018 20,246 683,461 1,043,516 452,199 6,966,991

Accumulated 
Depreciations:
Balance at 
20.03.2016 0 159,014 5,450 260,264 424,728

Depreciation 
for Year 0 23,725 1,516 145,179 170,420

Sold 0 (1,710) (358) (2,689) (4,756)

Balance at 
20.03.2017 0 181,029 6,608 402,754 0 0 590,391

Depreciation 
for the Year 0 76,348 2,416 73,486 152,251

Assets Sales & 
Disposal 0 (6,887) (416) (26,700) (34,002)

Transfers & 
Other 
Changes

0 0 0 0 0

Balance at 
20.03.2018 0 250,490 8,609 449,541 0 0 708,640

Carrying 
Amounts:

At 20.03.2016 2,641,589 740,182 2,972 307,358 1,440,621 746,704 5,879,426

At 20.03.2017 2,922,333 878,115 11,044 239,139 1,604,287 445,130 6,100,049

At 20.03.2018 2,886,552 1,630,528 11,637 233,920 1,043,516 452,199 6,258,352
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Parent Company

Land Building Motor 
Vehicle

Fixtures, 
Installations 
& Equipment

Assets under 
Construction

Capital 
Prepayments Total

Million IRR Million IRR Million 
IRR Million IRR Million IRR Million IRR Million 

IRR
Cost:
Balance at 
20.03.2016 2,896,064 876,150 6,553 549,767 1,426,856 804,438 6,559,828

Increased 
during the Year 27,574 12,972 2,892 76,527 323,911 117,714 561,590

Sold 0 (3,831) 0 (2,940) 0 0 (6,771)
Transfers & 
Other Changes 183,128 150,807 7,085 0 (147,903) (358,262) (165,145)

Balance at 
20.03.2017 3,106,766 1,036,098 16,530 623,354 1,602,864 563,890 6,949,502

Increased 
during the Year 0 0 0 2,659 231,333 123,081 357,073

Assets Sales & 
Disposal (35,782) (18,595) (418) (27,943) 0 0 (82,738)

Transfers & 
Other Changes 0 846,951 238 66,350 (768,677) (113,955) 30,907

Balance at 
20.03.2018 3,070,984 1,864,455 16,349 664,420 1,065,521 573,015 7,254,744

Accumulated 
Depreciations:
Balance at 
20.03.2016 0 246,747 4,479 250,936 502,162

Depreciation for 
Year 0 37,134 1,300 141,352 179,786

Sold 0 (1,710) 0 (2,649) (4,358)
Balance at 
20.03.2017 0 282,171 5,779 389,639 0 0 677,589

Depreciation for 
the Year 0 91,141 2,075 71,147 164,364

Assets Sales & 
Disposal 0 (6,887) (416) (26,700) (34,002)

Transfers & 
Other Changes 0 0 0 0 0

Balance at 
20.03.2018 0 366,426 7,439 434,086 0 0 807,951

Carrying 
Amounts:
At 20.03.2016 2,896,064 629,403 2,074 298,831 1,426,856 804,438 6,057,666

At 20.03.2017 3,106,766 753,927 10,751 233,714 1,602,864 563,890 6,271,913

At 20.03.2018 3,070,984 1,498,029 8,911 230,334 1,065,521 573,015 6,446,794

17.1. Banks’ lands and buildings have not been assessed.

17.2. Carrying amount of revaluated lands at cost is as follows:

Items

20.03.2018 20.03.2017

Cost Revaluation Cost Revaluation

Million IRR Million IRR Million IRR Million IRR

Land 699,991 1,186,385 699,991 1,186,385

699,991 1,186,385 699,991 1,186,385
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

17.3. Tangible fixed assets and inventory of properties and fixtures have been insured against 
possible hazards such as fire, flood, earthquake, explosion, etc. for up to IRR1,210,469 million. 
It is noteworthy that motor vehicles have casualty and collision insurance.

17.4. Land and building decreased is due to selling Nazi Abad real estate during the year 
stated in note 18.1.

17.5. Building transfer is related to the real estates transferred from assets under construction 
heading. Additions of assets under construction are mainly for branch renovations. In addition, 
additions of capital prepayments are for Saeidi, Andarzgoo, Fereshte (Koohyar) and Kerman, 
Karaj Road (Gam Shoe), etc. branches.

17.6. Balance of net tangible and intangible assets ratio to shareholders’ equity is as follows:
20.03.2018

Million IRR Million IRR Million IRR

Immovable Assets 4,935,439

Less:

Tangible Fixed Assets Revaluation Surplus (486,395)

Accumulated Depreciation of Immovable Assets (366,426)

Balance of Net Immovable Assets 4,082,619

Bank’s Immovable Assets under Purchase & Utilisation 1,065,521

Capital Prepayments for Real Estates 573,015

Over 2-Year Collaterals Possessed 1,503,267

Movable Assets 680,769

Less:

Provision for Movable Assets Depreciation (441,525)

Balance of Net Movable Assets 239,244

Intangible Assets 4,211,882

Intangible Fixed Assets Revaluation Surplus (1,557,202)

Accumulated Amortisation of Intangible Assets (62,277)

Net Intangible Fixed Assets 2,592,403

Capital Items in Warehouse (Capital Inventory) 13,830

Deposits Paid for Renting Tangible Fixed Assets 139,328

Net Fixed Assets 10,209,227

Shareholders’ Equity after Deduction of Retained Earnings 
& Uncertain Profit  10,094,074

Net Fixed Assets Ratio to Shareholders’ Equity after 
Deduction of Retained Earnings & Uncertain Profit 101%

17.6. Due to implementation shortcomings of the previous circulars and inability to correspond 
the banks with the provisions of the previous circular (a 30% ratio) the CBI increased the 
mentioned ratio to 75% based on circular 94/62147 dated 1394/03/11 (01.06.2015) and it was 
decided that the banks should sell at least 33% of their surplus fixed assets every year, until 
they reach the mentioned ratio. 
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18. Intangible Assets

Group Parent Company

Goodwill Software
Technical 

Know-
how

Right to 
Use 

Public 
Services

Total Goodwill Software
Right to 

Use 
Public 

Services
Total

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Cost:

Balance at 
20.03.2016 4,091,909 64,279 58,492 23,475 4,238,155 4,076,369 60,643 23,098 4,160,110

Increased 
during the 
Year

0 91 0 859 950 0 0 668 668

Transfers & 
Other 
Changes

142,506 3,118 0 0 145,624 142,506 3,118 0 145,624

Balance at 
20.03.2017 4,234,415 67,488 58,492 24,334 4,384,730 4,218,876 63,761 23,766 4,306,403

Balance at 
21.03.2017 4,234,415 67,488 58,492 24,334 4,384,730 4,218,876 63,761 23,766 4,306,403

Increased 
during the 
Year

0 4,862 6,931 1,509 13,301 0 4,862 1,415 6,277

Assets Sales 
& Disposal (101,387) (1,210) 0 0 (102,597) (101,387) (1,210) 0 (102,597)

Transfers & 
Other 
Changes

0 1,800 0 0 1,800 0 1,800 0 1,800

Balance at 
20.03.2018 4,133,028 72,939 65,423 25,843 4,297,234 4,117,489 69,213 25,181 4,211,882

Accumulated 
Depreciation:
Balance at 
20.03.2016 0 51,586 51,586 0 49,317 49,317

Depreciation 
for the Year 0 7,008 7,008 0 6,229 6,229

Balance at 
20.03.2017 0 58,594 0 0 58,594 0 55,545 0 55,545

Balance at 
21.03.2017 0 58,594 0 0 58,594 0 55,545 0 55,545

Depreciation 
for the Year 0 8,327 8,327 0 7,942 7,942

Assets Sales 
& Disposal 0 (1,210) (1,210) 0 (1,210) (1,210)

Balance at 
20.03.2018 0 65,710 0 0 65,710 0 62,277 0 62,277

Carrying 
Amount:
At 
20.03.2016 4,091,909 12,693 58,492 23,475 4,186,569 4,076,369 11,327 23,098 4,110,794

At 
20.03.2017 4,234,415 8,894 58,492 24,334 4,326,136 4,218,876 8,216 23,766 4,250,857

At 
20.03.2018 4,133,028 7,229 65,423 25,843 4,231,524 4,117,489 6,936 25,181 4,149,605
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For the Year Ended March 20th, 2018

18.1. Declining goodwill relating to the sale of Nazi Abad branch (including land and building) 
to Ayandeh Bank Tamin Atieh Karkonan Company based on an agreement and the report of 
the official experts of the judiciary amounting to IRR197,750 million of which, 90% of the 
agreed selling amount has been settled and the remainder shall be settled upon transfer of the 
title deed on 1397/06/04 (26.08.2018).   

18.2. Revaluated goodwill carrying amount based on cost is as follows:

20.03.2018 20.03.2017

Cost Revaluation Cost Revaluation

Million IRR Million IRR Million IRR Million IRR

Goodwill 1,263,420 2,820,623 1,263,420 2,820,623

1,263,420 2,820,623 1,263,420 2,820,623

19. Legal Deposit
Legal deposit which is fully related to the parent company is as follows:

Parent Company

	
20.03.2018	 20.03.2017

Million IRR Million IRR

Legal Deposit- Deposits held at Mainland Branches (IRR) 15,098,251 12,249,643

Legal Deposit- Deposits held at Free Zones Branches (IRR) 207,408 192,693

15,305,659 12,442,336

19.1. Legal deposit held at the Central Bank of Iran is calculated and approved by the CBI 
based on executing Clause 3 of Article 14 of Monetary and Banking Act and rates ratified by 
Money and Credit Council.
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20. Other Assets

Note

Group Parent Company

	
20.03.2018	 20.03.2017

	
20.03.2018	 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Net Customers’ Due for Term L/Cs 20-1 3,298,946 1,879,075 3,298,946 1,879,075

Inactive Real Estates 20-2 0 0 0 0

Collaterals Possessed 20-3 3,213,437 2,835,999 3,213,437 2,829,129

Deposit for Rented Buildings 139,753 152,613 139,328 138,957

Inventory of Fixtures Movable 
Assets 13,830 22,962 13,830 22,962

Prepayments 202,439 94,017 60,145 33,651

Consumables Inventory 10,133 4,827 10,133 4,827

Press Inventory 2,398 3,651 2,398 3,651

Token Balance 1,165 1,190 1,165 1,190

Items in Transition 20-4 0 0 0 0

Gold Coins 3,251 3,289 3,251 3,289

Stamp Duty 2,588 1,804 2,588 1,804

Cheque Printing Right 1,683 817 1,683 817

Others 31,142 93,758 0 0

6,920,765 5,094,003 6,746,903 4,919,354

20.1. Net customers’ debt for term L/Cs which is fully related to the parent company is as 
follows:

Parent Company

20.03.2018 20.03.2017

Million IRR Million IRR

Customers Debt for Term L/Cs (IRR) 65,656 173,379

Customers Debt for Term L/Cs (Foreign Currency) 4,224,663 2,507,395

4,290,319 2,680,774

Less:

Advances Received for Term L/Cs (IRR) (12,613) (34,407)

Advances Received for Term L/Cs (Foreign Currency) (928,522) (738,676)

General Provision for Doubtful Debts (50,238) (28,615)

3,298,946 1,879,075
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20.1.1. Turnover of general provision for doubtful debts is as follows:

Note

Parent Company

2017-18 2016-17

Million IRR Million IRR

Balance at Beginning of the Year 28,615 780

Bad Debt 0 0

Provision for Current Year 50 21,622 27,836

Balance at the End of the Year 50,238 28,615

20.2. The Bank lacks inactive real estates.

20.3. Collateral possessed
Composition of the parent company’s collateral repossessed is as follows: 

Type
2016-17

Possessed 
during the 

Year

Sold 
during the 

Year
2017-18

Million IRR Million IRR Million IRR Million IRR

Movable:

Equipment 930 0 0 930

Motor Vehicle 0 280 (280) 0

930 280 (280) 930

Immovable: 

Residential 1,763,789 408,153 (140,335) 2,031,607

Commercial/Administrative 224,775 118,671 (2,293) 341,153

Residential/Commercial / Office 558,785 210 (2,104) 556,891

Garden 8,278 0 (5,400) 2,878

Residential / Commercial 120,754 5,970 (2,580) 124,144

Residential / Commercial / Office 151,818 4,016 0 155,834

2,828,199 537,020 (152,712) 3,212,507

2,829,129 537,300 (152,992) 3,213,437

Accumulated Impairment 0 0

2,829,129 3,213,437

Profit (Loss) from Sales 37,474 84,519
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20.3.1. Breakdown of repossessed immovable collaterals in terms of age, is stated below: 

Type

Parent Company

2017-18 2016-17

Million IRR Million IRR

Less than 1 Year from Possession Date 1,169,984 1,229,592

1 to 2 Years from Possession Date 540,186 922,287

Over 2 Years from Possession Date 1,503,267 677,250

3,213,437 2,829,129

20.3.2. Proceed (Loss) generated from selling collaterals possessed has been reflected in 
profit and loss statement and disclosed in note 48.

20.3.3. Measures in order to prepare the repossessed properties for sale have been carried 
out and a portion of these properties were sold by the date of preparation of this note. In 
addition, plans and measures for obtaining reports of official judicial experts and the pricing of 
the mentioned properties have been carried out. However, some of these properties have 
occupants and measures are being taken to remove them.   

20.3.4. The Bank lacks items in transition at the end of the year. If items in transition are 
creditor, they are presented under other liabilities heading.

20.4. Goodwill
Group

2017-18 2016-17

Million IRR Million IRR

Cost at the Beginning of the Year 201,468 143,672

Goodwill Acquired during the Year 8,172 57,796

Cost at the End of the Year 209,640 201,468

Accumulated Amortisation at the Beginning of the Year (17,257) (7,184)

Amortisation for the Year (10,482) (10,073)

Accumulated Amortisation at the End of the Year (27,739) (17,257)

Carrying Amount 181,901 184,211

20.4.1. Consolidated goodwill is related to the shares of Kourosh Petrochemical and Methanol 
Setare Shargh Companies acquired by Karafarin Bank Investment Co. (a subsidiary of the 
Bank).



G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n
IN

TR
O

D
U

C
TI

O
N

G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n

110

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

21. Dues to Banks and Other Credit Institutes

Note
Group Parent Company

20.03.2018 2016-17 20.03.2018 2016-17
Million IRR Million IRR Million IRR Million IRR

CBI:
Deposit-IRR 0 0 0 0
Sight Deposits-Foreign Currency 667,655 9,318,015 667,655 9,318,015
Term Deposits-Foreign Currency 517,090 776,398 517,090 776,398
Due for Purchasing Foreign 
Currency 550,143 1,021,105 550,143 1,021,105

Due for Legal Deposit 56,382 469,226 56,382 469,226
Dues to Foreign Currency Accounts 0 0 0 0
Loans Received-IRR 21-1 0 0 0 0
Loans Received-Foreign Currency 21-2 104,063 78,144 104,063 78,144
Loans Received from CBI-from 
Loans for Pharmaceutical Products 21-6 0 0 0 0

Others 0 0 0 0
1,895,333 11,662,888 1,895,333 11,662,888

Domestic Banks & Credit 
Institutes
Sight Deposits-IRR 0 0 0 0
Sight Deposits-Foreign Currency 84,815 116,309 84,815 116,309
Cheques Issued by the Bank Paid 
by Other Banks 1,113,575 596,412 1,113,575 596,412

Loans Received-IRR 21-3 263,462 689,277 0 0
Loans Received-Foreign Currency 21-4 0 0 0 0
Others 527,739 161,883 527,739 161,883

1,989,590 1,563,882 1,726,128 874,605
Overseas Banks:
Sight Deposits-IRR 0 0 0 0
Sight Deposits-Foreign Currency 370 304 370 304
Loans Received-Foreign Currency 21-5 0 0 0 0
Due in Current Account (Account 
Overdraft) 0 0 0 0

Others 0 0 0 0
370 304 370 304

3,885,293 13,227,073 3,621,831 12,537,796

21.1. The Bank has not received IRR loans from CBI.

21.2. Loans received from CBI includes 31 loans bearing a 3% interest from foreign currency 
reserve.

21.3. IRR loans obtained are related to loans received by Karafarin Leasing Company from 
Bank Day bearing an 18% interest and maturity date on 24.05.2018.  

21.4. The Bank has not received foreign currency loans from domestic banks and credit 
institutes.
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21.5. The Bank has not received foreign currency loans from overseas banks.

21.6. Turnover of account for loans received from CBI is as follows:
Foreign 

Currency 
Type

Foreign 
Currency 
Amount

Million IRR

Loans Received from CBI-Loans for Pharmaceutical 
Products (1,355,154)

Loans Paid for Pharmaceutical Products in Form of Equity 
Participation
Mahidasht Kermanshah Vegetable Oil Agro Industry Co. EUR 18,203,606 841,899
Kar & Andisheh Co. EUR 5,694,932 263,385
Cobel Darou Co. EUR 4,339,918 200,717
Barsian Darou Co. EUR 776,960 35,934
Farabi Pharmaceutical Co. EUR 285,836 13,220

1,355,154
0

 
22. Customers’ Deposits

Note
Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017
Million IRR Million IRR Million IRR Million IRR

Individuals:
Sight Deposits & Similar Items 22-1 870,652 743,476 870,652 768,118
Saving Deposits & Similar Items 22-2 205,528 130,975 205,528 130,975
Other Deposits & Advances 
Received 22-3 145,530 88,709 145,530 88,709

1,221,710 963,160 1,221,710 987,802
Legal Customers:
Sight Deposits & Similar Items 22-1 1,619,489 1,667,488 1,652,445 1,667,492
Saving Deposits & Similar Items 22-2 1,349,647 462,865 1,349,647 462,865
Other Deposits & Advances 
Received 22-3 3,827,587 4,540,569 3,827,587 4,540,569

6,796,723 6,670,921 6,829,679 6,670,925
8,018,433 7,634,081 8,051,389 7,658,727

22.1. Sight deposits and similar items of natural and legal customers
Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Current Gharz-al Hassaneh Deposits-IRR 2,331,638 2,288,666 2,364,594 2,313,312

Current Gharz-al Hassaneh Deposits-
Foreign Currency 158,504 122,298 158,504 122,298

2,490,142 2,410,964 2,523,098 2,435,610



G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n
IN

TR
O

D
U

C
TI

O
N

G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n

112

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

22.2. Saving deposits and similar items of natural and legal customers
Group & Parent 

Company

20.03.2018 20.03.2018

Million IRR Million IRR

Saving Gharz-al Hassaneh Deposits-IRR 21,741 12,398

Saving Gharz-al Hassaneh Deposits-Foreign Currency 1,533,434 581,442

1,555,174 593,840

22.3. Other deposits and advances received
Group & Parent 

Company

20.03.2018 20.03.2017

Million IRR Million IRR

L/Gs Cash Deposits-IRR 2,049,583 1,766,012

L/Gs Cash Deposits-Foreign Currency 193,808 192,113

L/Cs Advances Received-IRR 62,641 57,250

L/Cs Advances Received- Foreign Currency 1,607,089 2,583,880

Others (4,564 Items) 59,995 30,022

3,973,117 4,629,278

23. Dividend Payable
Turnover of dividend payable to the parent company is as follows:

Parent Company

DPS Dividend 
Approved

Balance at 
20.03.2017

Dividend 
Paid 

during 
2017-18 
Period

Capital 
Increase 

from 
Claims

Balance at 
20.03.2018

IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Balance of Dividend 
Payable Balance 
from Previous Years

8,242,500 10,546 (145) 10,400

Year Ended 
20.03.2014 210 1,785,000 866 (65) 0 801

Year Ended 
20.03.2015 200 1,700,000 822 (80) 0 743

Year 
Ended19.03.2016 150 1,275,000 0 (1,251,709) 0 23,291

Total 12,234 (1,251,999) 0 35,235
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Group’s dividend payable account is as follows:
20.03.2018 20.03.2017
Million IRR Million IRR

Group’s dividend payable is as follows:
Parent Company
Balance of Dividend Payment from Prior Years 10,400 8,220
Year Ended 20.03.2014 0 2,325
Year Ended 20.03.2015 801 866
Year Ended 19.03.2016 743 822
Year Ended 20.03.2017 23,291 0

35,235 12,234

Group:
Subsidiaries Owned by Minorities 10,257 41,066

45,491 53,300

24. Debt Securities
Group & Parent Company

Date of 
Issue

Maturity 
Date

On-
account/

Final 
Interest 

Rate

Nominal 
Amount

Discount 
of Bonds

Balance at the End of 
the Year

20.03.2018 20.03.2017
Million 

IRR
Million 

IRR
Million 

IRR
Million

IRR
Participation 
Bonds - - 0 0 0 0 0

Sukuk 
Bonds - - 0 0 0 0 0

0 0 0 0

25. Corporation Tax Provision
Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Balance at Beginning of the Year 129,312 475,402 65,455 443,859

Corporation Tax Provision for the Year 113,888 168,535 0 96,654

Corporation Tax Adjustment of Previous 
Years 174,280 453,858 174,280 449,918

Paid during the Year (306,987) (763,003) (239,735) (719,496)

110,494 334,792 0 270,934

Capital Prepayments 0 (31,199) 0 (31,199)

Balance at the End of the Year 110,494 303,593 0 239,735
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

26. Provisions and Other Liabilities

Note

Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR
Loans Received from National 
Development Fund 26-1 334,408 401,484 334,408 401,484

Bank’s Dues for Term L/Cs-IRR 83,849 173,379 83,849 173,379
Bank’s Dues for Term L/Cs- Foreign 
Currency 4,286,418 2,590,866 4,286,418 2,590,866

Provision of Incurred Costs which 
Have Been Paid For 142,923 154,823 116,073 132,394

Deposits Guarantee Fund Provision 26-2 89,798 68,599 89,798 68,599

Social Security Organisation 102,334 74,803 89,440 63,942

Contractors’ Retention 68,092 59,440 48,723 38,472

Customers Foreign Currency Order 206,011 164,385 206,011 164,385

Creditors of Gift Card 305,621 252,058 305,621 252,058

Creditors of Voucher Card 5,834 123,853 5,834 123,853
Domestic Creditors of Prepayment 
Card 7,609 94,312 7,609 94,312

Advances Received for Real Estates 
Sales 11,414 0 11,414 0

Other Liabilities 644,952 878,050 514,258 1,005,534

6,289,265 5,036,053 6,099,458 5,109,280

26.1. Turnover of loans received from National Development Fund is as follows:
20.03.2018 20.03.2017

Million IRR Million IRR

Loans Received from National Development Fund 708,472 708,472

Loans Paid to Customers from National Development Fund (374,064) (306,988)

334,408 401,484
 
26.1.1. Loans received from National Development Fund at balance sheet date is as follows:

Amount 
Received

Foreign 
Currency

Receiving 
Date

Instalments 
Starting 

date
Maturity 

Date
No. of 

Instalments
Interest 

Rate

Loans 
Balance 

(Principal 
Amount & 
Interest)

IRR Loans:

150,000 IRR 07.06.2015 07.03.2018 07.12.2022 20 16 36,446

500,000 IRR 10.06.2015 19.09.2017 18.06.2022 20 19 235,288

50,000 IRR 24.12.2014 27.02.2017 30.11.2021 20 19 56,390

8,472 IRR 29.11.2016 27.02.2017 30.11.2021 20 19 6,284

708,472 334,408
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

26.2. According to the ratification of the cabinet dated 1396/02/30 (20.05.2017) in reference 
with the guideline of methods and scale of membership of Deposits Guarantee Fund numbered 
H48367T/100998 dated 1392/05/02 (24.07.2013) the initial membership and annual 
membership fees for 2013-14 until 2017-18 have been recorded in the accounts, based on the 
Fund’s new amendment.

27. Provision for Work Termination Benefits

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Balance at the Beginning of the 
Year 408,360 317,965 400,655 310,846

Paid during the Year (18,805) (15,590) (14,176) (11,380)

Reserve Provided during the Year 27-1 123,971 105,985 118,762 101,189

Balance at the End of the Year 513,527 408,360 505,241 400,655

27.1. Provision to buy back employees’ service years is calculated based on latest monthly 
salary for every year of service years. 

28. Investment Depositors’ Equity

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Term Investment Deposits

Long-term Investment Deposits 28-1 88,325,544 62,379,987 88,340,594 62,385,037

Short-term Investment Deposits 28-1 40,352,285 40,080,006 40,535,619 40,795,804

Specific Short-term Investment 
Deposits 28-1 51,673 83,132 51,673 83,132

Investment Deposits Received 
from Banks & Credit Institutes 28-1 12 150,324 12 150,324

128,729,515 102,693,449 128,927,898 103,414,297

Interest Payable to Term 
Investment Deposits

Long-term Investment Deposits 28-2 0 0 0 0

Short-term Investment Deposits 28-2 12,075 12,075 12,075 12,075

Specific Short-term Investment 
Deposits 28-2 0 0 0 0

Investment Deposits Received 
from Banks & Credit Institutes 28-2 0 0 0 0

12,075 12,075 12,075 12,075

128,741,590 102,705,524 128,939,973 103,426,372
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

28.1. Term investment deposits based on IRR and foreign currency
Parent Company

20.03.2018 20.03.2017

IRR Foreign 
currency Total IRR Foreign 

Currency Total

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR
Ordinary 
Short-term 
Investment 
Deposits

40,484,532 51,099 40,535,631 40,902,681 43,446 40,946,127

Specific 
Short-term 
Investment 
Deposits
Within 3 Months 1,795 0 1,795 3,410 0 3,410
Over 3 Months 
to 6 Months 7,157 0 7,157 14,447 0 14,447

Over 6 Months 
to 1 Year 42,722 0 42,722 65,276 0 65,276

Long-term 
Investment 
Deposits
Ordinary Deposit 
Certificate 216 0 216 36,046 0 36,046

1 Year 85,779,169 79,305 85,858,474 57,350,742 66,880 57,417,623
2 Years 0 0 0 74,228 0 74,228
3 Years 0 0 0 8,205 0 8,205
4 Years 158 0 158 13,801 0 13,801
5 Years 2,481,745 0 2,481,745 4,835,134 0 4,835,134

128,797,494 130,405 128,927,898 103,303,970 110,327 103,414,297

* The growth of 1-year deposits is due to banning deposits for more than one year, according 
to instruction No.93/96593 dated 02.07.2014. Balance of over 1-year deposits are related to 
previous years.

28.1.1. Long-term investment deposits based on interest rate and maturity date

20.03.2018 20.03.2017

Above 
22%

19% to 
22%

16% to 
19%

13% to 
16%

10% to 
13%

10% & 
below Total Total

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Matured 0 0 10 0 0 212 222 7,487

2018-19 56,462 75,533,351 4,557,883 7,999,245 0 79,305 88,226,246 59,280,191

2019-20 12,803 58,253 0 0 0 0 71,056 2,979,406

2020-21 43,001 0 0 0 0 0 43,001 74,883

2021-21 & 
After 70 0 0 0 0 0 70 43,071

112,335 75,591,603 4,557,893 7,999,245 0 79,517 88,340,594 62,385,037

20.03.2017 259,433 38,079,137 21,736,065 2,236,139 0 74,263 62,385,037
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

28.1.2. Turnover of IRR investment deposits

Balance at 
20.03.2017

Deposits 
Attracted 
during the 

Year

Deposits 
Repayment

Balance at 
20.03.2018

Million IRR Million IRR Million IRR Million IRR

Ordinary Deposit Certificate 36,046 41,219,443 (1,687,186) 39,568,303

1-Year 57,350,742 105,279,720 (116,419,381) 46,211,082

2-Year 74,228 0 (74,228) 0

3-Year 8,205 0 (8,205) 0

4-Year 13,801 0 (13,643) 158

5-Year 4,835,134 0 (2,353,389) 2,481,745

Short-term Deposits 40,752,357 850,008,649 (850,276,487) 40,484,520

Special Short-term Deposits 83,132 0 (31,459) 51,673

Investment Deposits Received from 
Banks & Credit Institutes 150,324 10,700,022 (10,850,333) 12

103,303,970 1,007,207,834 (981,714,311) 128,797,494

28.1.3. Turnover of foreign currency investment deposits

Balance at 
20.03.2017

Deposits 
Attracted 
during the 

Year

Deposits 
Repayment

Balance at 
20.03.2018

Balance at 
20.03.2018

Balance at 
20.03.2017

Foreign 
Currency 
Amount

Foreign 
Currency 
Amount

Foreign 
Currency 
Amount

Foreign 
Currency 
Amount

IRR 
Equivalent

IRR 
Equivalent

Million IRR Million IRR
Long-term 
Deposits
USD 794,463 27,677 (86,527) 735,613 31,177 25,967
EUR 1,098,740 2,561 (227,206) 874,095 45,609 38,815
AED 173,000 606 (606) 173,000 1,997 1,527
GBP 14,210 17 (11,127) 3,100 186 571
Ordinary & 
Special 
Short-term 
Deposits
USD 501,858 55,474 (102,791) 454,541 19,264 16,367
EUR 773,300 864 (158,964) 615,200 32,101 26,950
GBP 3,200 4 (2,004) 1,200 72 129
Investment 
Deposits 
Received form 
Banks & 
Credit 
Institutes
AED 0 0 0 0 0 0

130,405 110,327



119

IN
TR

O
D

U
C

TI
O

N
 A

N
N

U
A

L 
R

E
P

O
R

T 
20

17
 - 

18

119

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

28.1.4. Composition of investment depositors is as follows:
Parent Company

20.03.2018 20.03.2017

Number Amount Number Amount

Depositor Million IRR Depositor Million IRR

IRR Deposits

Natural Persons 7,058 34,446,481 7,077 35,380,510

Legal Entities 377,342 94,351,001 354,364 67,773,136

Investment Deposits Received form Banks 
& Credit Institutes 1 12 4 150,324

384,401 128,797,493 361,445 103,303,970

Foreign Currency Deposits

Natural Persons 4 15,319 7 21,560

Legal Entities 109 115,086 135 88,766

Investment Deposits Received form Banks 
& Credit Institutes 0 0 0 0

113 130,405 142 110,327

384,514 128,927,898 361,587 103,414,297

28.2. Interest payable to term investment deposits

Balance at 
20.03.2017

On-
account 
Interest 

during the 
Year

Difference 
of Actual 

& On-
account 
Interest

Interest 
Paid during 

the Year
Balance at 
20.03.2018

Million 
IRR

Million 
IRR

Million 
IRR Million IRR Million 

IRR

Ordinary Short-term Deposits 12,075 2,811,497 0 (2,811,497) 12,075

Special Short-term Deposits 0 10,724 0 (10,724) 0

1-Year 0 13,879,126 0 (13,879,126) 0

2-Year 0 4,253 0 (4,253) 0

3-Year 0 187 0 (187) 0

4-Year 0 1,234 0 (1,234) 0

5-Year 0 751,155 0 (751,155) 0

Deposits Certificate 0 432 0 (432) 0

Investment Deposits 
Received from Banks 0 57,956 0 (57,956) 0

Foreign Currency Deposits 0 18,886 0 (18,886) 0

12,075 17,535,451 0 (17,535,451) 12,075
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

29. Capital
The initial capital of the Bank was IRR30,000 million (including 30,000,000 million shares, with 
par value of IRR1,000 each). However, it increased on some occasions and reached IRR8,500 
billion (including 8,500,000,000 million shares, with par value of IRR1,000 each).

Capital Increase 
Date

% of 
Capital 

Increase

Capital 
Increase 
Amount

New Capital Capital Increase Source

02.08.2001 233% 70,000 100,000 Claims & Cash Contribution
22.12.2001 100% 100,000 200,000 Claims & Cash Contribution
13.11.2004 75% 150,000 350,000 Cash Contribution
26.09.2005 100% 350,000 700,000 Claims & Cash Contribution
19.12.2007 50% 350,000 1,050,000 Claims & Cash Contribution
22.12.2008 90% 950,000 2,000,000 Claims & Cash Contribution
03.10.2010 50% 1,000,000 3,000,000 Claims & Cash Contribution
11.09.2011 50% 1,500,000 4,500,000 Claims & Cash Contribution

22.09.2012 61% 2,750,000 7,250,000 Revaluation Surplus & Retained 
Earnings

28.05.2014 17% 1,250,000 8,500,000 Claims & Cash Contribution

29.1. Shareholders’ composition on balance sheet date is as follows:
20.03.2017 20.03.2018

No. of 
Shares

% of 
Shares

No. of 
Shares

% of 
Shares

1% & Above
Legal Entities
Saba Tamin Investment Co. (Public 
Joint Stock) 757,817,641 8.9% 757,817,641 8.9%

Karafarin Insurance Co. 644,054,981 7.6% 644,054,981 7.6%
Negin Ganjineh Iranian Co. (Private 
Joint Stock) 424,999,998 5.0% 424,999,998 5.0%

Mehrafarinan Doran Co. (Private Joint 
Stock) 424,999,998 5.0% 424,999,998 5.0%

Idea Gostar Dourandish Co. 424,999,998 5.0% 424,999,998 5.0%
Tose’e Eghtesad Farda Co. 424,999,998 5.0% 424,999,998 5.0%
Tadbir Investment Co. 424,931,033 5.0% 424,931,033 5.0%
Modabber Kesht Toos Agricultural Co. 298,520,693 3.5% 298,520,693 3.5%
Tose’e Eghtesad Ayandesazan Co. 212,167,093 2.5% 212,167,093 2.5%
Sarzamin Pahnavar Mehr Co. 134,874,452 1.6% 134,874,452 1.6%
Karo Andishe Jonoub Co. 106,250,423 1.3% 106,250,423 1.3%
Omid Welfare & Future Prosperity 
Institute 94,626,283 1.1% 94,626,283 1.1%

Parsian bank Financial Group Co. 89,703,946 1.1% 89,703,946 1.1%
Asphalt Tous Saham Co. 85,232,617 1.0% 85,232,617 1.0%

4,548,178,154 53.5% 4,548,179,154 53.5%
Natural Persons (10 Shareholders) 2,061,946,556 24.3% 2,156,263,273 25.4%
Others (Below 1%)
Natural Persons (106 Shareholders) 492,104,652 5.8% 440,830,339 5.2%
Legal Entities (6,473 Shareholders) 1,397,770,638 16.4% 1,354,727,234 15.9%

8,500,000,000 100% 8,500,000,000 100%
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

30. Capital Increase in Process
There was no capital increase in process in Bank and its subsidiaries. 

31. Share Premium Reserve
There was no share premium in Bank and its subsidiaries. 

32. Legal Reserve
Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Balance at Beginning of the Year 3,534,538 3,272,601 3,499,519 3,241,164

Transfer from Allocable Profit 104,155 261,937 94,555 258,355

Balance at the End of the Year 3,638,693 3,534,538 3,594,074 3,499,519

32.1. According to Clause A of Article 33 of Monetary and Banking Act as well as Article 108 of 
Bank’s Articles of Association, 15% of net interest for each year is considered as legal reserves 
following the deductions of any losses in the previous years. Assigning legal reserves is 
statutory as long as they equal the Bank’s capital. Allocating any legal reserves in excess of 
the Bank’s capital is discretionary. 

33. Other Reserves
Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Balance at Beginning of the Year 5,830 5,660 0 0

Transfer from Allocable Profit 793 170 0 0

Balance at the End of the Year 6,624 5,830 0 0

34. Assets Revaluation Surplus
Group Parent Company

20.03.2018 20.03.2017 20.03.2018 20.03.2017

Million IRR Million IRR Million IRR Million IRR

Assets Revaluation Surplus 154,759 154,759 43,597 43,597

154,759 154,759 43,597 43,597

Assets revaluation surplus of the Group related to the parent company and assets revaluation 
surplus of the Associated Company (Karafarin Insurance) is recognised by equity method in 
the consolidated financial statements.
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Assets revaluation surplus in the parent company is as follows:

Date

20.03.2018 20.03.2017

Assets 
Revaluation 

Surplus
Capital 

Increase

Balance of 
Assets 

Revaluation 
Surplus

Balance of 
Assets 

Revaluation 
Surplus

Million IRR Million IRR Million IRR Million IRR

20.03.2012 2,043,597 (2,000,000) 43,597 43,597

2,043,597 (2,000,000) 43,597 43,597

35. Difference of Foreign Currency Exchange
Group & Parent 

Company

20.03.2018 20.03.2017

Million IRR Million IRR

Forex Difference of Overseas Operations

0 0

0 0

Impacts of Foreign Currency Exchange Rate 0 0

0 0

36. Treasury Shares

Date
No. of 

Purchase/
Sales 

Number

Purchase/
Sales 

Amount

Premium 
Shares 

from Sales
Shares  

from Sales

0 0

0 0 0 0

0 0 0 0

Balance at Beginning of the Year 0 0 0

Balance at End of the Year 0 0 0

36.1. Non-controlling shareholders’ equity
Group

20.03.2018 20.03.2017

Million IRR Million IRR

Capital 499,262 438,352

Capital Increase Fund 69,943 130,882

Legal Reserve 9,395 12,622

Retained Loss (147,584) (217,440)

431,016 364,416
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

37. Granted Loans and Deposits Income

Note

Group

2017-18 2016-17

Joint Non-joint Total Joint Non-joint Total

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Granted Loans 
Income 37-1 17,793,062 271,100 18,064,162 16,939,893 328,099 17,267,992

Deposits 
Income 37-2 1,347,911 197,664 1,545,575 648,191 198,916 847,107

Granted Loans 
& Deposits 
Total Income

19,140,973 468,765 19,609,738 17,588,084 527,015 18,115,099

 Note

Parent Company

2017-18 2016-17

Joint Non-joint Total Joint Non-joint Total

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Granted Loans 
Income 37-1 17,793,062 210,812 18,003,874 16,939,893 212,963 17,152,855

Deposits 
Income 37-2 1,347,911 14,921 1,362,832 648,191 18,806 666,997

Granted Loans 
& Deposits 
Total Income

19,140,973 225,732 19,366,705 17,588,084 231,769 17,819,852
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

38.1. Details of companies’ and investment funds’ dividends are as follows: 
Group Parent Company

2017-18 2016-17 2017-18 2016-17
Million IRR Million IRR Million IRR Million IRR

Karafarin Bank Investment Co. - - - 295
Karafarin Leasing Co. - - 20,000 20,830
Karafarin Foreign Currency Exchange Co. - - 499,900 399,920
Karafarin bank Brokerage Co. - - 80,000 60,000
Abnieh Gostar Co. - - 5,418 4,829
Karafarin Insurance Co. - - 13,998 4,199
Long-term Investments Dividend - - 619,316 490,073
Companies Listed in TSE:
Persian Gulf Petrochemical Industries Co. 30,471 24,628 30,471 24,628
Mobin Petrochemical Co. 24,666 25,200 24,666 25,200
Khouzestan Steel Co. 1,819 3,411 1,819 3,411
Shazand Petrochemical Co. 1,134 1,823 1,134 1,823
Tose’e Melli Group Investment Co. 1,022 1,335 1,022 1,335
Bahman Diesel Co. 861 0 861 0
Fajr Petrochemical Co. 679 348 679 348
Jam Petrochemical Co. 485 9,589 485 9,589
Behshahr Industries Development Co. 456 553 456 553
Esfahan Mobarakeh Steel Co. 390 214 390 214
Esfahan Oil Refinery Co. 350 4,831 350 4,831
Kermanshah Petrochemical Co. 336 591 336 591
Tamin Pharmaceutical Investment Co. 190 0 190 0
Fars & Khouzestan Cement Co. 184 210 184 210
Tamin Petroleum & Petrochemical Investment 
Co. (TAPPICO) 150 240 150 240

Telecommunication Company of Iran 131 135 131 135
Bandar Abbas Oil Refinery Co. 130 40 130 40
Mines & Metal Development Co. 112 639 112 639
Behshahr Iran Industries Group Investment Co. 37 41 37 41
Shiraz Petrochemical Co. 13 1,698 13 1,698
Tabriz Oil Refinery Co. 4 1 4 1
Kharazmi Investment Co. 0 12,855 0 12,855
Parsian Oil & Gas Development Co. 0 9,253 0 9,253
National Iranian Copper Industries Co. 0 8,103 0 8,103
Others 2,459 13,023 0 13,311

66,078 118,761 63,619 119,049
Non-TSE Companies:
Iran Investment Co. 0 7,000 0 7,000
Shapark Electronic Payment Card Network 1,836 0 1,836 0
Securities & Exchange Organisation 625 1,100 625 1,100
Iran Fara Bourse (Overt-the-Counter Market) 1,400 800 1,400 800
Iran Credit Scoring Co. 765 450 765 450

4,626 9,350 4,626 9,350
Dividends of Short-term Investments 70,704 128,111 68,245 128,399
Amin Mellat Investment Fund 43,125 77,794 43,125 77,794
Karafarin Common Investment Fund 33,203 703 33,203 703
Arman Karafarin Investment Fund 44,816 78,311 44,816 78,311
Karafarin Investment Index Fund 28,596 23,145 28,596 23,145
Karizma Investment Fund 15,212 0 15,212 0
Amin Yekom Investment Fund 25,986 1,504 25,986 1,504
Profit of Investment Funds Units 190,938 181,457 190,938 181,457
Companies’ & Investment Funds’ Dividend 261,642 309,568 878,500 799,929
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

38.2. Profit (loss) generated from selling companies’ shares and investment funds is as follows:
Parent Company

2017-18 2016-17

No. of 
Shares

Net Sales 
Value

Carrying 
Amount

Profit 
(Loss)

Profit 
(Loss)

Million IRR Million IRR Million IRR Million IRR
Profit (Loss) from Selling 
Companies’ Shares- IRR 
(Joint)
Mobin Petrochemical Co. 22,662,602 93,644 73,565 20,079 7,838
Persian Gulf Petrochemical 
Co. 16,600,561 82,277 72,258 10,020 643

Shahid Bahoonar Copper Co. 78,517 299 131 168 0
Fajr Petrochemical Co. 904,800 4,847 4,701 145 0
Tamin Pharmaceutical 
Investment Co. 722,300 4,239 4,180 59 (25)

Bahman Group 400,000 837 833 4 0
Gole Gohar Co. 100,000 209 225 (16) 0
Behshahr Industries Group 248,665 274 321 (47) 0
Parsian Rail Transportation 
Co. 69,166 366 534 (168) 0

Jam Petrochemical Co. 389,078 3,171 3,470 (299) 3,406
National Iranian Copper 
Industries Co. 470,000 870 1,174 (304) (25,088)

Parsian Rail Transportation 
Co. Preferential Right 103,749 376 697 (320) 0

Behshahr Industries 
Development Co- Preferential 
Right

483,826 248 577 (329) 0

Mines & Metal Development 
Investment Co. Preferential 
Rights

386,119 99 472 (373) 0

Bahman Diesel Co. 1,434,779 5,222 5,606 (384) 0
Telecommunication Company 
of Iran 392,382 746 1,146 (400) 0

Esfahan Steel Co. 12,650,817 10,832 11,352 (520) 0
Mapna Co. 2,256,200 16,889 17,534 (645) (2,137)
Tose’e Melli Group 
Investment Co. 2,427,777 4,538 5,231 (693) 0

Esfahan Mobarakeh Steel Co. 3,900,000 7,354 8,334 (980) (124)
Tamin Petroleum & 
Petrochemical Investment Co. 
(TAPPICO)

1,500,000 2,246 3,298 (1,052) 0

Ghadir Investment Co. 2,780,763 3,056 4,299 (1,243) (44)
Tamin Petroleum & 
Petrochemical Investment Co. 
(TAPPICO)- Preferential Right

1,310,344 296 1,571 (1,275) 0

Civil Pension Fund 
Investment 3,553,475 5,210 6,539 (1,329) 93

Bandar Abbas Oil Refinery Co. 200,000 1,407 2,896 (1,489) 0
Tehran Oil Refinery Co. 1,306,755 3,082 4,912 (1,830) 0
Khouzestan Steel Co. 7,116,974 23,831 25,694 (1,863) (3,553)
Shazand Petrochemical 
Co-Preferential Right 1,134,000 1,038 3,469 (2,431) 0

Behshahr Industries 
Development Co. 2,764,000 3,512 6,063 (2,551) 0

Kermanshah Petrochemical Co. 1,049,846 2,565 5,413 (2,848) 0
Mines & Metal Development 
Investment Co. 3,531,654 4,886 7,851 (2,965) (758)
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Parent Company
2017-18 2016-17

No. of 
Shares

Net Sales 
Value

Carrying 
Amount

Profit 
(Loss)

Profit 
(Loss)

Million IRR Million IRR Million IRR Million IRR
Pardis Petrochemical Co. 1,042,275 6,688 9,990 (3,302) 0
Shazand Petrochemical Co. 1,890,000 3,847 7,672 (3,825) 0
Tabriz Oil Refinery Co. 400,000 2,133 6,000 (3,867) 0
Bank Tejarat 7,014,910 4,167 8,175 (4,008) (2,444)
Esfahan Oil Refinery Co. 1,916,291 6,611 11,598 (4,987) (58,893)
Fars & Khouzestan Cement 
Co. 2,625,000 2,681 8,718 (6,036) 0

Chadormalu Mining & 
Industrial Co. 2,272,287 3,740 10,340 (6,600) 0

Parsian Oi & Gas 
Development Co. 3,856,609 6,644 14,650 (8,006) (41,804)

Kharazmi Investment Co. 25,052,241 20,340 33,644 (13,303) (14,265)
Shiraz Petrochemical Co. 12,481,665 28,802 59,591 (30,789) 0
Others 0 0 0 (5,948)

374,121 454,724 (80,603) (143,103)
Profit Earned from Selling 
Investment Funds-IRR 
(Joint)
Amin Mellat Investment Fund 149,775 149,199 576 3,586
Karafarin Common 
Investment Fund 480,176 478,106 2,070 60,333

Arman Karafarin Investment 
Fund 728,710 720,527 8,183 26,034

Amin Karafarin Investment 
Fund 3,607 2,862 744 2,749

Karizma Investment Fund 1,723,938 1,622,155 101,783 281,101
Amin Yekom Investment Fund 492,009 489,516 2,493 2,170

3,578,215 3,462,365 115,850 375,972
3,952,336 3,917,089 35,247 232,869

38.3. Net profit (loss) of investments value increase (decrease) is as follows:
Parent Company

2017-18 2016-17
Shares 

Number/
Investment 

Unit

Carrying 
Amount

Net Sales 
Value Profit (loss) Profit (loss)

Million IRR Million IRR Million IRR Million IRR

Net Profit (Loss) of 
Investments Value Increase 
(Decrease)-IRR (Joint)
Persian Gulf Petrochemical 
Co. 63,589,469 263,698 340,331 76,633 7,177

Mobin Petrochemical Co. 9,000,000 29,215 41,256 12,041 30,457
Bank Pasargad 8,904,000 19,964 8,895 (11,069) (11,069)
Shiraz Petrochemical Co. 1,100,000 4,845 2,797 (2,048) (31,202)
Bank Tejarat 74,657,000 84,203 44,570 (39,633) (37,413)
Fajr Petrochemical Co. - 0 0 0 806
Esfahan Mobarakeh Steel Co. - 0 0 0 (2,839)
Bahman Diesel Co. - 0 0 0 (268)
Tose’e Melli Group Investment 
Co. - 0 0 0 (414)

Ghadir Investment Co. - 0 0 0 (1,168)
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Parent Company
2017-18 2016-17

Shares 
Number/

Investment 
Unit

Carrying 
Amount

Net Sales 
Value

Profit 
(loss)

Profit 
(loss)

Million IRR Million IRR Million IRR Million 
IRR

Bandar Abbas Oil Refinery 
Co. - 0 0 0 (1,896)

Behshahr Industries 
Development Co. - 0 0 0 (1,342)

Tamin Petroleum & 
Petrochemical Investment Co. - 0 0 0 (2,052)

Pardis Petrochemical Co. - 0 0 0 (1,529)
Esfahan Oil Refinery Co. - 0 0 0 (6,472)
Fars & Khouzestan Cement 
Co. - 0 0 0 (4,707)

Jam Petrochemical Co. - 0 0 0 283
Tamin Pharmaceutical 
Investment Co. - 0 0 0 191

Shahid Bahonar Copper Co. - 0 0 0 98
Gole Gohar Mining & 
Industrial Co. - 0 0 0 22

Telecommunication Company 
of Iran-Preferential Right - 0 0 0 11

Behshahr Industries 
Development Co. - 0 0 0 (4)

Bahman Group - 0 0 0 (122)
Parsian Rail Transportation 
Development Co. - 0 0 0 (193)

National Iranian Copper 
Industries Co. - 0 0 0 (231)

Telecommunication Company 
of Iran-Preferential Right - 0 0 0 (321)

Mapna Co. - 0 0 0 (382)
Civil Pension Fund Investment - 0 0 0 (1,102)
Tehran Oil Refinery Co. - 0 0 0 (1,797)
Kermanshah Petrochemical 
Industries Co. - 0 0 0 (2,262)

Khouzestan Steel Co. - 0 0 0 (2,340)
Esfahan Steel Co. - 0 0 0 (3,114)
Mines & Metal Development 
Investment Co. - 0 0 0 (3,676)

Tabriz Oil Refinery Co. - 0 0 0 (4,193)
Shazand Petrochemical CO. - 0 0 0 (5,126)
Chadormalu Mining & 
Industrial Co. - 0 0 0 (6,129)

Parsian Oil & Gas 
Development Co. - 0 0 0 (7,716)

Kharazmi Investment Co. - 0 0 0 (13,502)
401,925 437,849 (115,537)

Provision Reversal of 
Investments Value Increase 
(Decrease) (note 14.1.)

115,537 0

Profit (Loss) of Investments 
Value Increase (Decrease) 115,537 (115,537)
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

39. Bank’s Sources Quota from Joint Income
Bank’s Sources Quota from Joint Income is calculated in the following manner:
39.1. Bank’s sources quota from joint income

Fiscal Year

Bank’s 
Sources 

Ratio to Total 
Expenditures 

(39.2.)

Joint 
Income

Bank’s 
Sources 

Quota from 
Joint 

Income

% Million IRR Million IRR

20.03.2018 8.46% 20,036,020 1,694,688

20.03.2017 18.39% 18,401,941 3,384,810

39.2. Distribution of joint sources and expenditures among depositors and Bank

Description
2017-18 2016-17

Comment
Million IRR Million IRR

Joint Sources Average (39.2.1.) 111,777,723 95,027,171 52-Week Average

Average of Investment Deposits 
Balance (39.2.2.) 115,695,242 87,661,506 52-Week Average

Less: Legal Deposit of Investment 
Deposits (13,371,911) (10,113,412) 52-Week Average

Free Sources of Investment 
Deposits 102,323,331 77,548,095

Bank’s Sources Quota from Joint 
Expenditures (Free Sources 
Surplus of Investment Deposits)

9,454,391 17,479,076

 
39.2.1. Average joint expenditures 

2017-18 2016-17

Amount 
(Average)

Amount 
(Average)

Million IRR Million IRR

Net Expenditures Related to Loans 101,537,133 87,422,070

Net Expenditures Related to Participation Bonds 1,984,450 2,031,868

Net Expenditures Related to Deposits held with Other Banks 5,818,252 1,947,081

Net Expenditures Related to Investments 2,437,886 3,626,152

Total Expenditures Related to Joint Operations 111,777,723 95,027,171
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

39.2.2. Investment deposits average

Investment Deposits

2017-18 2016-17
Amount 

(Average)
Amount 

(Average)
Million IRR Million IRR

Ordinary Short-term Deposits 39,220,842 24,292,277

Special Short-term Deposits 76,505 58,351

1-Year 72,438,364 55,872,315

2-Year 20,423 143,439

3-Year 782 14,868

4-Year 6,773 15,035

5-Year 3,607,399 6,785,209

Investment Deposits Received from Banks & Credit Institutes 324,154 480,012

Investment Deposits Average 115,695,242 87,661,506

39.3. Prize for investment deposits legal deposits is as follows:

Description
2017-18 2016-17

Million IRR Million IRR

Average of Investment Deposits Legal Deposits 13,371,911 10,113,412

Prize for Legal Deposit 134,238 103,404

40. Commission Fee
According to Board of Directors’ minute dated 13.03.2017, Bank’s commission fee for the 
2017-18 equals 2% of net investment deposits sources.
Commission Fee = Commission Fee Rate × Depositors’ Free Sources Average
2,046,467 = 2% × 102,323,331

40.1. Commission fee declared
Commission Fee 

Declared
Commission Fee in 

Effect

Rate-% Amount-
Million IRR Rate-% Amount-

Million IRR
Ordinary Short-term Deposits 2 693,457 2 693,457
Special Short-term Deposits 2 1,358 2 1,358
Ordinary Deposit Certificate 2 0 2 0
1-Year 2 1,280,836 2 1,280,836
2-Year 2 361 2 361
3-Year 2 14 2 14
4-Year 2 120 2 120
5-Year 2 63,838 2 63,838
Investment Deposits Received from Banks & Credit 
Institutes 2 6,483 2 6,483

2,046,467 2,046,467
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

41. Compensation of Depositors’ Free Sources Surplus Expense to Joint Expenditures
According to instruction No.94/69383 dated 10.06.2015, compensation of depositors’ free 
sources surplus expense to joint expenditures is calculated as follows:

Joint Income
Joint Expenditures AverageInvestment Deposits Free Sources Surplus ×

42. On-account interest paid to Banks’ investment deposits is as follows:
Parent Company

2017-18 2016-17

Million IRR Million IRR

Short-term 2,811,497 2,592,308

3-Month Special Short-term Deposit 396 608

4-Month Special Deposit 568 1,605

6-Month Special Short-term Deposit 773 1,654

9-Month Short-term Deposit 8,986 4,400

11-Month Special Deposit 0 0

Special Short-term 10,724 8,268

Long-Term Deposits

1-Year 13,879,126 8,938,628

2-Year 4,253 28,740

3-Year 187 3,018

4-Year 1,234 3,240

5-Year 751,155 1,418,041

Deposit Certificate 432 1,827,476

Interest Paid to Deposits Received from Banks 57,956 84,106

17,516,565 14,903,823

43. Deposits Interest Expense

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Interest on IRR Investment 
Deposits 43-1 17,282,195 14,741,993 17,516,565 14,903,823

Interest on Foreign Currency 
Deposits 18,886 59,806 18,886 59,806

17,301,080 14,801,799 17,535,451 14,963,629
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

43.1. Reconciliation of on-account interest paid to investment deposits (IRR) with the Bank’s 
investment deposits expense is as follows:

Parent Company
2017-18 2016-17

Million IRR Million IRR
On-account Interest Paid to Investment Deposits (Note 42) 17,516,565 14,903,823
Add (Less): Difference of Interest Payable to Depositors (Surplus of 
Interest Paid to Depositors)- (1,087,463) (946,510)

Actual Profit Paid to Investment Deposits 16,429,102 13,957,313
Add: Interest Granted to Depositors as Gift (Equivalent to Interest 
Surplus Paid to Depositors) 1,087,463 946,510

Interest on IRR Investment Deposits 17,516,565 14,903,823

44. Commission Income

Note
Group Parent Company

2017-18 2016-17 2017-18 2016-17
Million IRR Million IRR Million IRR Million IRR

Net Commission of Gharz-al 
Hassaneh Operations 44-1 1,877 321 1,877 321

L/Gs Issued 459,359 382,783 459,359 382,783
Foreign Currency Operations 253,335 247,334 253,335 247,334
Managed Funds 669 712 669 712
Other Services 171,791 168,857 132,439 127,186

887,031 800,006 847,679 758,336

44.1. Net commission of Gharz-al Hassaneh operations which are related to the parent 
company is as follows:

Parent Company
2017-18 2016-17

Million IRR Million IRR
Commission Received from Granted Gharz-al Hassaneh Loans 1,877 321
Net Commission of Gharz-al Hassaneh Operation 1,877 321

45. Commission Expense
Group Parent Company

2017-18 2016-17 2017-18 2016-17
Million IRR Million IRR Million IRR Million IRR

Commission for Shetab Project 13,456 12,297 13,456 12,297
Commission Paid for Card Services 74,809 60,326 74,809 60,326
Commission Paid for Shetab Joint Fund 346 1,130 346 1,130
Commission Paid to Broker-Foreign 
Currency 10,758 4,338 10,758 4,338

Others 601 456 309 414
99,969 78,547 99,677 78,505
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

45.1. Net sales and Rendered Services Income
Details of the amount stated in the consolidated profit and loss statement under above heading 
which is fully related to subsidiaries are as follows:

2017-18 2016-17

Sales Price
Rendered 
Services 
Income

Cost Profit 
(Loss)

Profit 
(Loss)

Million IRR Million IRR Million IRR Million IRR Million IRR
Karafarin Foreign Exchange 
Co. 154,304,229 36,817 (153,972,641) 368,405 271,834

Karafarin Leasing Co. 0 52,935 (47,530) 5,406 15,632
Karafarin Bank Investment 
Co. 18,039 0 (16,313) 1,727 18,534

154,322,269 89,752 (154,036,484) 375,537 306,000
 
46. Net Profit of Foreign Currency Transactions

Group Parent Company
2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR
Profit of Foreign Currency Purchase & Sale 205,107 111,963 205,107 111,963
Profit of Foreign Currency Exchanges 360,875 88,394 359,268 88,233

565,982 200,357 564,376 200,197

47. Other Operating Revenues
Group & Parent 

Company
2017-18 2016-17

Million IRR Million IRR
Profit (Loss) of Overseas Branches 0 0
Others 0 0

0 0

48. Other Net Incomes and Expenses

Note
Group Parent Company

2017-18 2016-17 2017-18 2016-17
Million IRR Million IRR Million IRR Million IRR

Penalty for Canceling Deposits 
before Maturity Date 153,766 21,730 153,766 21,730

Professional Services Fees 107,439 110,223 107,439 110,223
Profit (Loss) Obtained from Sales 
of Tangible & Intangible Fixed 
Assets

48-1 48,383 7,382 48,383 7,423

Income Obtained from Sales of 
Repossessed Properties 20-2-3 84,519 37,474 84,519 37,474

Others 127,052 48,572 16,240 28,558
521,160 225,382 410,348 205,410

48.1. Profit earned from selling and disposing fixed tangible and intangible assets is as follows:
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Note

Parent Company

2017-18 2016-17

Cost Carrying 
Amount

Sales 
Amount

Profit 
(Loss)

Profit 
(Loss)

Million IRR Million IRR Million IRR Million IRR Million IRR

Land 18-1 35,782 35,782 0

Building 18-1 18,595 11,708 197,750 48,874 6,566

Goodwill 18-1 101,387 101,387 0

155,763 148,876 197,750 48,874 6,566

Furniture & Fixtures 
(Sales & Dispose) 27,943 1,244 347 (897) 857

Motor Vehicle 418 3 410 407 0

Software 1,210 0 0 0 0

184,125 150,123 198,506 48,383 7,423

49. Administrative and General Expenses

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Personnel’s Expenses 49-1 1,591,548 1,414,970 1,494,762 1,316,854

Administrative Expenses 49-2 866,445 679,822 797,542 628,399

2,457,993 2,094,792 2,292,304 1,945,253

49.1. Personnel’s expenses are as follows:

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Salary & Benefits 1,260,289 1,129,661 1,182,376 1,049,114

Insurance Premium on Employer 187,134 163,793 177,962 155,934

Employees’ Work Termination & Retirement 
Benefits 135,120 110,798 130,342 105,801

Travel & Mission Allowance 5,500 6,287 4,081 4,794

Others 3,505 4,432 0 1,210

1,591,548 1,414,970 1,494,762 1,316,854

49.2. Administrative expenses are as follows:
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Mechanised Systems Expense 196,639 128,261 195,405 124,730

Consultation & Services Purchase 
Fee 144,324 130,151 125,736 124,987

Repair & Maintenance of Tangible 
Fixed Assets 78,878 62,286 75,210 59,846

Utilities 72,323 64,685 70,523 61,998

Rent 53,670 51,110 49,379 47,645

Membership fee for Deposits 
Guarantee Fund 26-2 110,600 68,925 110,600 68,925

Consumables 40,692 39,006 37,827 36,922

Publication, Advertisement & 
Marketing 7,930 13,617 7,144 13,222

Training Expense 5,828 3,418 5,828 3,418

Cash & Assets Insurance Expense 6,846 6,136 2,458 2,443

VAT Expense 34,575 28,715 34,575 28,606

Business Tax Expense 25,089 9,963 17,768 9,963

Abroad & Domestic Travel Expense 15,455 10,127 15,455 10,127

Voucher Card Expense 14,064 0 14,064 0

Formalities 6,407 13,058 5,992 12,597

Board of Directors’ Bonus 49-2-1 10,749 8,973 4,500 4,500

Board of Directors’ Attendance 
Fees 3,900 2,854 792 648

Others 38,477 38,537 24,288 17,823

866,445 679,822 797,542 628,399

49.2.1. According to ordinary general meeting assembly dated 31.01.2018, Board of Directors’ 
bonus was IRR4,500 million and was paid to legal entities of board of directors and the 
managing director.

50. Expense of Doubtful Debts

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Specific Doubtful Debts Expenses 
of Granted Loans & Dues 50-1 1,383,107 1,233,849 1,382,007 1,233,849

General Doubtful Debts Expenses 
of Granted Loans & Dues 50-2 68,669 214,213 68,669 211,053

1,451,776 1,448,062 1,450,676 1,444,902

50.1. Specific doubtful debts expenses of granted loans & dues of the parent company is as 
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Notes to the Financial Statements

For the Year Ended March 20th, 2018

follows:
Parent Company

2017-18 2016-17

Overdue Deferred
Doubtful 
below 5 
Years

Doubtful 
Above 5 

Years
Total Total

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR
Balance of Granted Loans 
& Non-preforming Loans 
at the End of the Year
Governmental Authorities 
(Note 12.1.) 0 0 0 0 0 0

Non-governmental Entities 
(Note 13.1.) 2,649,004 16,241,380 7,811,356 3,619,656 30,321,397 14,018,413

Balance of Other 
Accounts Receivable at 
the End of the Year
Dues from Associates & 
Subsidiaries (Note 15.2.) 0 0 0 0 0 0

Other Accounts Receivable 
(Note 16.3.) 0 0 0 0 0 0

2,649,004 16,241,380 7,811,356 3,619,656 30,321,397 14,018,413
Less: Collaterals Value 
with Coefficient in Effect
Saving & Investment 
Deposits (2,878) (75,412) (69,430) 0 (147,719) (153,668)

Participation Bonds & Other 
Debt Securities or 
Guarantee of the 
Government & CBI

0 0 0 0 0 0

Participation Bonds & Other 
Debt Securities or 
Guarantee of Other Banks

0 0 0 0 0 0

L/Gs 0 0 0 0 0 0

Transacted L/Cs 0 0 0 0 0 0
Shares Listed in Securities 
& Exchange Organisation (203,909) (5,088,139) (323,383) 0 (5,615,432) (6,234,594)

Real Estates (2,299,980) (7,473,372) (3,461,025) 0 (13,234,377) (1,269,541)

Machineries 0 0 0 0 0 0

(2,506,767) (12,636,923) (3,853,838) 0 (18,997,528) (7,657,803)
Basis Balance for 
Calculating Specific 
Provision

142,237 3,604,458 3,957,519 3,619,656 11,323,869 6,360,610

Basis Coefficient for 
Calculating Specific 
Provision-%

10% 20% 50% 50- 100%

Provision for Specific 
Doubtful Debts 14,224 720,892 1,978,759 2,229,264 4,943,138 3,561,131

Add: Specific Provision for 
Extended Claims 0 0 0 0 0 0

Less: Balance of Provision 
for Doubtful Debts at the 
End of the Previous Year

(34,077) (90,709) (1,676,304) (1,760,041) (3,561,131) (2,327,282)

Add: Bad Debt during the 
Year 0 0 0 0 0 0

Specific Provision for 
Doubtful Debts of Loans & 
Commitments

(19,853) 630,183 302,455 469,223 1,382,007 1,233,849

50.2. General expense of granted loans and dues of the parent company is as follows:
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For the Year Ended March 20th, 2018

Parent Company

2017-18 2016-17

Million IRR Million IRR

Balance of dues from Government (Note 11) 0 0

Balance of Loans Granted to Governmental Authorities (Note 12.1.) 0 0

Balance of Loans Granted to Non-governmental Entities (Note 13.1.) 112,360,240 98,964,013

Balance of Temporary Debtors for Related to Loans (Note 16.2.) 0 0

Balance of Commitments for Term L/Cs (Note 20.1.) 3,349,184 1,907,691

Dues from Associates & Subsidiaries (Note 15.2.) 0 0

Other Accounts Receivable (Note 16.3.) 0 0

Less:
Balance of Granted Loans & Dues for which Specific Provision has been 
Considered (19,084,051) (8,824,242)

Basis Balance for Calculating General Provision 96,625,374 92,047,462

Basis Coefficient for Calculating General Provision-% 1.5 1.5

General Provision for Granted Loans & Dues 1,449,381 1,380,712
Less: Balance of General Provision for Granted Loans & Dues at the 
End of the Previous Year (1,380,712) (1,169,659)

Add: Bad Debt during the Year 0 0

General Expense of Granted Loans & Dues 68,669 211,053

51. Financing Expenses
Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Interest of Loans Received from CBI 31,356 83,999 31,356 83,999

Interest of Loans Received from Other 
banks & Credit Institutes 91,617 177,787 0 0

Recognisance Paid 6,258 171 6,258 171

129,231 261,957 37,614 84,170

52. Depreciation Expense
Group Parent Company

2017-18 2016-17 2017-18 2016-17
Million IRR Million IRR Million IRR Million IRR

Depreciation of Tangible Fixed Assets 152,251 170,420 164,364 179,786
Amortisation of Intangible Assets 8,327 7,008 7,942 6,229
Goodwill Amortisation 10,482 10,073 0 0

171,059 187,501 172,305 186,014

53. Prior Years’ Adjustments
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Notes to the Financial Statements

For the Year Ended March 20th, 2018

Note

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Errors Adjustments 53-1 827,870 888,694 828,059 858,500

827,870 888,694 828,059 858,500

53.1. Adjusting errors include the following items
Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Corporation Tax Reserve for 2012 to 2015 
Periods 162,846 453,858 174,280 449,918

Expense of Doubtful Debts Reserve 434,000 178,881 434,000 178,881

Reserve for Current Investments 
Impairment of 2016-17 Period 115,537 0 115,537 0

Deferred Expenses of Previous Years 15,915 147,286 10,118 126,479

Case Legal Expenses 46,902 0 46,902 0

2% Commission for Wheat Morabeheh 24,000 0 24,000 0

Settling Kardan Company’s Debtors 23,222 23,222 23,222 23,222

Expense of Membership Fee in Deposits 
Guarantee Fund for 2014-15 Period 0 80,000 0 80,000

Investment in Construction Projects 5,448 5,448 0 0

827,870 888,694 828,059 858,500
 
53.2. In order to clarify the financial position and operations results, the entire comparative 
items relating to comparative financial statements have been adjusted and restated. Therefore, 
comparative items do not conform to the financial statements of previous year. 

53.3. Restating and reclassification of comparative items 
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Notes to the Financial Statements

For the Year Ended March 20th, 2018

53.3.1. Group’s comparative items are restated and reclassified in the following manner:

Description

Balance of 
2016-17 
Period 

based on 
Financial 

Statements 
of Previous 

Year

Restating Reclassification Balance of 
2016-17 

based on 
Financial 

Statements 
of Current 

Year

Debtor Creditor Debtor Creditor

Million IRR Million IRR Million IRR Million IRR Million IRR
Granted Loans 
& Dues from 
Non-
governmental 
Entities

95,027,453 1,810 434,000 94,595,263

Investment in 
Shares & Other 
Securities

3,524,882 120,985 159,942 1,268 3,562,571

Dues from 
Associates & 
Subsidiaries

29,917 23,222 6,695 0

Other Accounts 
Receivable 1,047,927 26,366 1,021,561

Other Assets 5,253,945 159,942 5,094,003
Customers’ 
Deposits 7,629,645 4,436 7,634,081

Provision for 
Corporation Tax 140,746 11,434 174,280 303,593

Provisions & 
Other Liabilities 4,986,192 62,260 12,399 5,036,053

Prior Years’ 
Adjustments 669,830 218,865 888,694

Granted Loans 
& Deposits 
Income

18,072,790 72,712 115,020 18,115,099

Net Investments 
Profit 549,986 115,537 434,448

Commission 
Expense 78,516 31 78,547

Net Sales & 
Rendered 
Services 
Income

104,761,161 115,028 104,646,133

Cost of Sold 
Goods & 
Rendered 
Services

(104,480,229) 140,096 (104,340,133)

Net Other 
Income & 
Expenses

225,374 8 225,382

Tax Expense 179,969 11,434 168,535
Expense of 
Doubtful Debts 1,015,872 434,000 1,810 1,448,062

Financing 
Expenses 121,891 140,065 261,957

854,358 854,358 427,465 427,465
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For the Year Ended March 20th, 2018

53.3.2. Parent company’s comparative items are restated and reclassified in the following 
manner:

Description

Balance of 2016-17 
Period based on 

Financial Statements 
of Previous Year

Reestation

Reclassification

Balance of 
2016-17 based 
on Financial 

Statements of 
Current Year

Creditor Debtor Creditor Debtor

Million 
IRR

Million 
IRR

Million 
IRR

Million 
IRR

Granted 
Loans & Dues 
from Non-
governmental 
Entities

94,482,976 1,810 434,000 94,050,786

Investment in 
Shares & 
Other 
Securities

3,626,233 115,537 1,268 3,509,428

Dues from 
Associates & 
Subsidiaries

969,248 23,222 6,695 939,331

Other 
Accounts 
Receivable

810,603 24,000 786,603

Customers’ 
Deposits 7,654,292 4,436 7,658,727

Provision for 
Corporation 
Tax

65,455 174,280 239,735

Provisions & 
Other 
Liabilities

5,062,849 58,830 12,399 5,109,280

Prior Years’ 
Adjustments 650,879 207,620 858,500

Granted 
Loans & 
Deposits 
Income

17,892,564 72,712 17,819,852

Net 
Investments 
Profit

1,032,798 115,537 917,261

Expense of 
Doubtful 
Debts

1,012,712 434,000 1,810 1,444,902

831,679 831,679 12,399 12,399

54. Profit Reconciliation Statement before Corporation Tax
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Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Net Profit 653,179 1,043,572 630,365 1,101,927

Depreciation Expense 171,059 187,501 172,305 186,014

Net Increase (Decrease) in Provision 
for Work Termination Benefits 105,167 90,395 104,585 89,809

Net Increase (Decrease) in Financial 
Expenses Payable 0 0 0 0

Net Increase (Decrease) in 
Corporation Tax Payable (193,099) (625,667) (239,735) (654,041)

Profit & Loss of Selling Fixed Tangible 
& Intangible Assets (48,383) (7,382) (48,383) (7,423)

Net Loss (Profit) Resulted from Foreign 
Exchange of Cash (565,982) (200,357) (564,376) (200,197)

121,940 488,062 54,762 516,090

Net Increase (Decrease) in 
Operating Liabilities

Dues to Banks & Credit Institutes (9,341,780) 1,689,808 (8,915,965) 1,686,560

Customers’ Deposits 384,352 (6,845,665) 392,662 (6,866,199)

Operation Portion for Provisions & 
Other Liabilities 1,253,211 2,490,433 990,178 2,666,968

Investment Depositors’ Equity 26,036,066 23,646,916 25,513,602 24,183,352

18,331,849 20,981,492 17,980,477 21,670,682

Net Decrease (Increase) in 
Operating Assets
Dues from Other Banks & Credit 
Institutes (6,883,689) (683,278) (6,883,689) (683,278)

Granted Loans & Dues from Non-
governmental Entities (12,349,280) (13,186,316) (12,558,326) (14,203,763)

Investment in Shares & Other 
Securities (1,371,770) 876,888 (780,288) 350,316

Dues from Associates & Subsidiaries (3,059) (177) 147,603 (276,002)

Other Accounts Receivable (499,600) 887,277 (533,822) 433,226

Legal Deposit (2,863,323) (2,415,299) (2,863,323) (2,415,299)

Operating Portion of Other Assets (1,289,462) (2,950,258) (1,290,249) (1,517,731)

Goodwill (8,172) (57,796) 0 0

(25,268,355) (17,528,959) (24,762,094) (18,312,531)

Net Cash Inflow (Outflow) from 
Operating Activities (6,814,565) 3,940,594 (6,726,855) 3,874,240
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Notes to the Financial Statements

For the Year Ended March 20th, 2018

55. Non-cash Transactions
Main non-cash transactions during the year is as follows:

Group Parent Company

2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Assets Repossession against Granted 
Loans 537,300 1,234,586 537,300 1,234,586

Purchasing Office Apartment to Deed 
Transfer 0 7,245 0 0

Capital Increase from Shareholders’ 
Matured Claims 0 193,406 0 0

Financing Expense Increase against 
Payables Increase 9,986 7,501 0 0

Clearance of Dividend Payable with 
Accounts Receivable 9,856 1,863 0 0

557,142 1,444,601 537,300 1,234,586

55.1. The following assets have been repossessed during the reporting period:

Asset 
Repossessed

Customer 
Relations 

Type

Debt Amount 
in Time of 

Repossession

Expert’s 
Value of 
Assets 

Repossessed

Amount 
Paid/

Write-Off

Debt Balance 
after 

Repossession

Residential Unrelated 
Customer 954,696 (408,153) 0 546,543

Commercial/
Residential

Unrelated 
Customer 6,292 (5,970) 0 321

Land Unrelated 
Customer 319 (210) 0 109

Commercial/Office Unrelated 
Customer 205,790 (118,671) 0 87,119

Garden Unrelated 
Customer 0 0 0 0

Commercial/Office/
Residential

Unrelated 
Customer 5,101 (4,016) 0 1,085

Goods Unrelated 
Customer 0 0 0 0

Motor Vehicle Unrelated 
Customer 951 (280) 0 671

1,173,149 (537,300) 0 635,849
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

56.1.2. Bank’s commitments for IRR L/Cs are as follows:

Credit

Parent Company & Group

Balance at the 
Beginning of the 

Year
Opened during 

Year
Deposited 

(Cancelled) during 
the Year

Balance at the End 
of the Year

Number Million 
IRR Number Million 

IRR Number Million 
IRR Number Million 

IRR

Sight 7 331,788 22 475,668 19 693,486 10 113,970

Term 0 0 0 0 0 0 0 0

Total 331,788 475,668 693,486 113,970

56.2. Bank’s commitments for L/Gs issued
56.2.1. Details of Bank’s commitments for L/Gs issued are as follows:

20.03.2018 20.03.2017

Foreign 
Currency 
Amount

IRR 
Equivalent

Foreign 
Currency 
Amount

IRR 
Equivalent

Million IRR Million IRR

EUR 50,832,797 2,628,513 63,611,631 2,216,929

USD 1,748,325 73,430 1,928,410 62,519

CNY 12,412,372 82,803 12,412,372 58,363

AED 1,277,500 14,611 - 0

2,799,356 2,337,811

56.2.2. Bank’s commitments for IRR L/Gs issued are as follows:
Parent Company & 

Group

20.03.2018 20.03.2017

Million IRR Million IRR

Commitments for L/Gs Issued 27,232,687 19,913,479

56.3. Other Bank’s commitments are as follows:
Parent Company & 

Group

20.03.2018 20.03.2017

Million IRR Million IRR

Commitments to Guarantee Participation Bonds & Other Similar 
Securities (Investment Funds) 17,843,740 0

Unsecured Commitments 1,515,138 784,331

Commitments for Bank’s Transactions Contracts 998,453 399,714

Commitments Tose’e Melli Fund 679,434 440,000

Bank’s Commitments to ECO 386,971 333,086

21,423,736 1,957,131
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Notes to the Financial Statements

For the Year Ended March 20th, 2018

56.4. Managed funds and similar items are as follows:
Parent Company & 

Group

20.03.2018 20.03.2017

Million IRR Million IRR

Granted Loans from Managed Funds 161,844 182,505

161,844 182,505

56.5. Commitments for L/Cs and L/Gs based on collateral
Parent Company & 

Group

20.03.2018 20.03.2017

Million IRR Million IRR

Deposits 4,799,936 4,408,788

Land & Building 1,900,615 1,132,959

Cheque & Promissory notes 26,345,813 22,011,935

Others 3,178,735 2,268,785

36,225,099 29,822,467

Unsecured Commitments 0 0

36,225,099 29,822,467

57. Capital Commitments and Contingent Liabilities
57.1. Capital commitments resulting from contracts approved on balance sheet date are as 
follows:

Million IRR

Building Branches 80,514

80,514

57.2. The Bank’s withholding tax for the 2015-16 period and income tax for the 2016-17 period 
has been finalized. Income taxes for 2017-18 period have not been assessed by the Tax 
Affairs Organisation. In addition, the Social Security Organisation cases until the end of 2010-
11 period have been finalised. The Social Security Organisation’s authorities have not reviewed 
the cases for the 2016-17 and the results have not notified to the Bank. Similarly, the cases for 
2017-18 have not yet been assessed. 

57.3. Corporation tax and VAT of Group’s companies are as follows:

Karafarin Brokerage Company:
Contingent liability (article 225 of Commercial Code) is related to Social Security Organisation’s 
claims from 2016-17 and corporation and income taxes of 2016-17 and 2017-18, the scale of 
which shall be made clear after assessments of Social Security and Tax Affairs Organisations. 
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Karafarin Leasing Company:
Contingent liabilities are due to corporation and income taxes of 2016-17 and 2017-18 periods 
and VAT for 2016-17 and 2017-18 years as well as Social Security Organisation’s claims from 
the date of formation of the Company, the scale of which shall be determined after assessment 
of related authorities. In addition, a VAT bill has been issued in the amount of IRR72 billion for 
the period between 1390/07/01 (23.09.2011) until 1394/12/29 (19.03.2016), against which the 
Company has filed an appeal. The case has been referred to the Tax Arbitration Board. It is 
noteworthy that the Company has paid the Tax Affairs Organisation IRR36 billion in cash. The 
seasonal transactions of the Company (article 169 of Direct Taxation Act) have not been 
assessed. 

Karafarin Amin Etemad Company: 
Notice of tax assessment for corporation tax of the 2013-14 period has been issued and fully 
paid. The amount of IRR426 million has been paid as corporation tax for the 2014-15 tax year 
and the paid bill has been submitted to the Tax Affairs Organisation and the remaining IRR293 
million has been paid in cash. As for the 2014-15 period, a confirmed tax bill has been paid and 
submitted to the Tax Affairs Organisation by the date of preparing this note. Tax assessment 
notice for corporation tax of the 2015-16 in the amount of IRR7,312 million has been issued 
but the Company has filed an appeal against the tax assessment note for this period and the 
case is currently under review. Corporation tax for the 2016-17 has not yet been reviewed in 
the Company.

Karafarin Abniyeh Gostar Company:
Referring to the tax assessment note for the 2013-14 period, this company has made an 
appeal and submitted a bill under number S/94/11736 dated 1394/12/17 (07.03.2016) in a 
meeting with the Tax Arbitration Board of first instance dated 1394/12/24 (14.03.2016). 
Subsequently, an order was issued to send experts to the company who confirmed and 
reported to the Board, the initial tax assessment note on 1395/05/31 (21.08.2016) without 
revising the case. Again, the Company filed an appeal and submitted its documents in a bill 
numbered S/13068/95 dated 1395/07/18 (09.10.2016) to the Tax Arbitration Board. According 
to information at hand, this has not been yet been notified and the Board has made a ruling 
that the case to be revised. In view of the defense and the acceptance to revise the case, the 
Company is hopeful that final verdict shall be in favour of the Company. 

The Company has filed an appeal against the final tax bill for the 2014-15 period and has 
submitted its bill under number S/96/14860 dated 1396/06/26 (17.09.2017) to the Secretariat 
of Tax High Committee. So far, the Company has not been notified of a verdict. 

The Company has filed an appeal against the tax bill issued for the 1395 period and has 
submitted its bill numbered S/96/15543 dated 1396/11/09 (29.01.2018) to the Tax Arbitration 
Board of first instance. The Board then passed a verdict numbered 486911 dated 1396/11/21 
(10.02.2018) whereby only paragraph 5 of the bill was accepted and the remainder were 
overruled. The Company’s appeal was subsequently referred to the Arbitration Board of first 
instance on 1396/12/21 (12.03.2018).   

Karafarin Exchange Company:
Corporation tax for the 2016-17 tax year has been finalized and fully settled. Corporation tax 
for the 2017-18 period has been recorded in the accounts based on declared amounts and 
exemptions. This company has not been assessed for VAT and by the Social Security 
Organisation since 2011-12 and there are contingent liabilities in reference with corporation, 
withholding and income taxes for the 2017-18 tax year. The scale of liabilities shall be 
determined after assessment of tax authorities.  
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Karafarin Asr Amin Company:
Due to tax exemptions, there are no taxable income for 2016-17 and 2017-18 tax years and 
no tax has been calculated in this regard. There are contingent liabilities on balance sheet date 
in reference with national insurance, withholding and corporation taxes of 2015-16 onwards, 
the scale of which shall be determined following assessment and the final verdict of related 
authorities. Furthermore, the Company has not been assessed for VAT and there are contingent 
liabilities in this regard. 

Karafarin Bank Tejarat Omid Development Company:
Performance for the period ended 1391/12/29 (19.03.2013) has been assessed by tax 
authorities and whilst not confirming declared loss for the mentioned period, they announce 
tax for this period to be zero. Due to tax exemptions for the 2013-14, 2014-15 and 2015-16 
periods, no tax provision has been recorded in the accounts. In addition, following the 
Company’s appeal, and the verdict of the Board of Appeal, a ruling for expert review has been 
issued. 

Karafarin Bank Investment Company: 
Taxes for the 2009-10 and 2010-11 periods are currently under assessment and according to 
the verdict issued via the Tax Commission. In this regard which tax bills are available, should 
be exchanged with the final taxes of the mentioned years. Company corporation tax for the 
period ended 1386/12/29 (19.03.2008) and the previous years and 2011-12, 2012-13 and 
2014-15 periods have been finalised and settled.   
The Company has filed an appeal against corporation tax for 2008-09 tax year and the case 
has been referred to the Tax Arbitration Board which has passed its verdict and taxes claimed 
have been paid. However, no final tax bill was issued by the date of this report. 
The Company has filed an appeal against corporation tax for the 2013-14 tax year and the 
case has been referred to the Tax Arbitration Board and all taxes claimed have been paid. For 
the corporation tax of 2015-16 period a final tax bill has been issued and all taxes have been 
paid and the balance of tax in this regard is zero. 
Income of 2016-17 tax year is related to selling properties and considering article 59 of Direct 
Taxation Act, taxes shall be calculated at the time of final transfer and the tax authorities have 
not yet made their assessment in this regard.  

58. EPS
Earnings per share are the result of dividing profit of general shareholders to weighted average 
of general shares number at shareholders’ disposal. Weighted average of general shares 
number is 8,500,000,000 shares. With respect to non-existent of potential shares and 
adjustment factor, diluted earnings per share are calculated equal to basic profit.

Group

2017-18 2016-17

Million IRR Million IRR

Net Profit after Minority Interest Deduction-Million IRR 643,739 1,070,241

Weighted-Average of General Shares 8,500,000,000 8,500,000,000

Basic & Diluted Earnings per Shares-IRR 76 126
 
59. Post-Balance Sheet Date Events
There were no significant post-balance sheet events until approve date of financial statements 
which need disclosure.
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60. Bad Debts
Bad debts based on claims are as follows:

Loans Other 
Claims Total

Million IRR Million IRR Million IRR

Bad Debts at the Beginning of the Year 0 0 0

Bad Debts during the Year 0 0 0

Bad Debts Collected during the Year 0 0 0

Bad Debts at the End of the Year 0 0 0

61. Bank’s Risks
The bank is exposed to the following risks:

 Credit Risk
 Liquidity Risk
 Market Risk
 Operational Risk 

61.1. The following diagram represents the relationship between different business areas and 
main risks each of which is exposed to.

Karafarin Bank

Liquidity Risk Market Risk Credit RiskOperational Risk

Branches Investment Affairs BranchesAll Staff Units
& Branches

Financial Affairs International Affairs Credit Affairs

International Affairs Financial Affairs VIP Customers’ 
Affairs

Investment Affairs

Credit Affairs
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61.2. Risk management structure

Risk Affairs Manager

Operational Risks Financial Risks

Secretary

61.3. Credit risk
61.3.1. Definition
Credit risk is any loss from inability of a borrower in paying back the loans and meeting 
obligations. In other words, any potential loss arising from failing to partially or wholly meet 
commitments from receiving credit services by counter-party (due to unwillingness, financial 
inability, barriers on the way settlement, etc.). Since the major part of Karafarin Bank’s assets 
includes loans granted to customers, credit risk is the most important challenge that may affect 
the bank.

61.3.2. Credit policies	
Credit policies which are implemented in the Bank by Risk, Credit And Inspection Unit are as 
follows:
01. Credit applicants’ annual rating
02. Assessing branches performance at internal rating system information registry
03. Investigating & updating information on internal rating system
04. Evaluating internal rating system and upgrading it
05. Investigating and comparing customers’ rates with respect to customers’ credit performance 

and securities
06. Investigating customers’ credit information registration in Afarin system from risk point of 

view
07. Investigating adequacy of securities registered for credit applicants
08. Investigating and upgrading value of credit applicants’ real estates as collateral
09. Monitoring & reporting customers’ large scale loans and commitments
10. Monitoring & reporting on loans and large-scale commitments of parties related to the 

Bank
11. Evaluating credit performance of the Bank’s credit authorities
12. Controlling the scope of authority of branches and credit pillars
13. Rating industry subsections as separated by ISIC codes
14. Investigating credit risk concentration as separated by different economic sections and 

industry subsection
15. Investigating loans repayment with respect to securities quality
16. Calculating capital adequacy required for credit risk based on Basel II
17. Calculating related to credit loans & commitments provisioning

61.3.3. Credit risk management executive units
Scope of implementing above policies is the whole Bank’s sections especially branches, credit 
affairs management, credit information department, debt collection department, credit 
committees and other credit pillars.

61.3.4. Scope of authority for different levels of organisation to approve loans and commitments
Karafarin Bank’s branches vary in terms of scope of credit authority and are classified into four 
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groups i.e. Central Branch, Group One Branch, Group Two Branch, and Group Three Branch. 
Branches list, newly established branches status, promotions and degradations in branch 
grouping, scope of credit authority for any set of branches to approve and accept type, 
composition and amount of securities are subject to conditions set forth in Karafarin Bank  
“branches’ scope of credit authority and related regulations” bylaws and subsequent 
attachments and amendments.

All branches are obliged to comply with the regulations relating to the credit requests of 
customers which are within the scope of given authority (taking customers’ existing commitments 
& debts into account) in branch credit committee and take due decisions in compliance with 
regulations related to branches’ scope of credit authority to approve credit loans & L/G. In 
cases where customers’ requests exceed branches’ scope of authority, the file together with 
branch credit committee comment and required documents will be referred to Credit Affairs 
Management for decision-making. With respect to suggested credit amount, the case will be 
set forth in Credit Committee, Credit High Committee and/or Board of Directors respectively 
for decision-making. 

Prescribed limits for foreign currency loans are the same as those of IRR ones. The CBI 
transaction rate is the criteria for converting foreign currency to IRR.

In case of valued customers whose activities require frequent number of requests for receiving 
credit loans (such as contractors for receiving L/Gs or suppliers and businessmen for short-
term working capital deficit financing), Branch Credit Committee may, within assigned 
authorities, approve credit limit maximum for one year in case of participatory contracts in 
compliance with prescribed standards and in case of L/G in compliance with related regulations.

(Amounts in IRR Billion)
Type of 

Proposal / 
Decision-
Making 

Authority

Credit Committee Credit High 
Committee Board of Directors

Minimum Maximum Minimum Maximum Minimum Maximum

IRR Loans
Branch 
Permissible 
Limit

20 20 50 50 Up to Prescribed 
Limit by CBI

Opening L/
Cs 0 20 20 50 50 Up to Prescribed 

Limit by CBI

Issuing L/Gs
Branch 
Permissible 
Limit

40 40 100 100 Up to Prescribed 
Limit by CBI

61.3.5. Methods of reducing credit risk
One way for credit risk reduction is reception of security with regard to its risk and liquidation 
amount. In view of risk degree, securities are divided into three categories:

 First class securities: include  investment deposit, deposit certificate issued by Karafarin 
Bank, governmental participation bonds, bearer deposit certificate issued by other banks 
(stating the process of granting loans to related banks), local banks  letter of guarantees 
(with confirmation of Credit Management) and foreign banking letter of guarantees (with 
confirmation of International Division).

 Second class securities: include entire & easily tradable estates and listed shares in stock 
exchange (tradable on main board of stock market floor).

 Third class securities: include movable property (bills of general warehouses and bonded 
goods with confirmation of Credit Affairs Management), machineries and equipment and 
enforced contracts, promissory notes, checks and documentary collection.
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61.3.6. Customers’ credit rating process
The process of credit rating is carried out under the following principles:
1. Branches are initially responsible for customers’ reception, preparing credit reports and 
receiving customers’ credit rating report, inquiring from existing systems and maintaining 
information. The customers are rated by Bank’s internal system designed by Risk Unit. 
Branches are responsible for entering data into systems according to which customer rate is 
received. Controlling information accuracy is periodically and regularly performed by Risk Unit.
2. Credit Management is responsible for reviewing suggestions provided by branches, 
reviewing customer rate, managing the branch credit limits and credit opining.
3. Credit committees are responsible for approving credit in decision-making with regard to 
credit amount.
4. Risk Management Department is responsible for giving independent opinion on granted 
loans through designing and updating the rating and credit risk control system.
5. Risk Management Department’s duties are separate from business duties and relations with 
customers in credits areas.
6. Credit decision-making principles, control and independent reporting of credit risk are valid 
under all conditions. 

61.3.7. Bank assets quality including loans and commitments and investments, type and 
amount and adequacy of received securities (granted loans balance ratio to securities’ updated 
value – LTV) is displayed in tables 61.3.7.1. to 61.3.7.4. from credit risk point of view.

61.3.7.1. Granted loans, commitments and investments credit quality analysis based on the 
bank’s internal rating

Credit Quality Analysis

Loans Granted to 
Customers Investments Commitments L/Gs & L/

Cs

2017-18 2016-17 2017-18 2016-17 2017-18 2016-17

1st Degree- 
Low Risk 8,800,381 7,443,510 2,431,557 3,290,436 9,415,236 402,927

2nd Degree- 
Medium Risk 67,609,281 66,084,864 1,753,992 69,592 16,338,803 16,486,418

3rd Degree- 
High Risk 26,603,631 16,114,589 104,167 150,669 1,002,600 3,556,554

No Rating 8,473,883 8,148,669 0 0 9,468,459 9,376,567

4th Rating- 
About to be 
Categorised as 
Bad Debts

873,064 740,191 0 0 0 0

Total Gross 
Amount 112,360,240 98,531,823 4,289,716 3,510,696 36,225,099 29,822,467

Impairment 
Provision (6,342,281) (4,481,037) 0 0 0 0

Net Carrying 
Amount 106,017,959 94,050,786 4,289,716 3,510,696 36,225,099 29,822,467

* Investments include any securities with ownership rights characteristic such as all kinds of 
shares.
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To analyse credit quality of customers, loans balance at each unit and the rate obtained from 
the internal rating system are taken into consideration and ratings are classified as follows:
1st Degree: Customers with A rate and staff loans.
2nd Degree” Customers with B & C rates, settled L/Gs and L/Cs.
3rd Degree: Customers with D & E rates and customers with non-performing doubtful and 
outstanding loans.
Unrated: Customers who received loans against deposit and old customers.
4th Degree: Non-performing loans with over-5-year doubtful debts. 

61.3.7.2. Granted loans and commitments credit quality analysis based on assets levels
Loans Granted to 

Customers
Commitments for L/Cs & 

L/Gs
2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR

Current 82,038,844 89,522,696 36,225,099 29,822,467

Overdue 2,649,004 1,574,906 0 0

Deferred 16,927,380 2,385,983 0 0

Doubtful 10,745,012 5,480,428 0 0

Total Gross Amount 112,360,240 98,964,013 36,225,099 29,822,467

Impairment Provision (6,342,281) (4,913,227) 0 0

Net Carrying Amount 106,017,959 94,050,786 36,225,099 29,822,467

61.3.7.3. Credit quality of participation bonds and similar items
Credit Quality Analysis

2017-18 2016-17

Million IRR Million IRR

Governmental Bonds & Treasury Notes

Islamic Treasury Notes 52,342 197,164

Islamic Morabeheh Bonds 600,000 624,000

Sukuk Bonds Rented by Social Security Organisation (Shasta 99) 800,000 0

Governmental Participation Bonds 6 (Ashad 6) 24,518 0

Non-governmental Company Bonds

Karafarin Brokerage Investment Fund 28,500 1,224

Arman Karafarin Investment Fund 18,500 48,337

Amin Mellat Investment Fund 400,126 76,623

Charisma Fixed Income Investment Fund 189,660 18,500

Karafarin Shakhes Common Investment Fund 9,000 28,500

Karafarin Shakhes Common Investment Fund 15,999 24,999

Bana Gostar Karane Sukuk Bonds 0 0

2,138,644 1,019,347
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61.3.7.4. Type and amount of securities obtained from credit customers

Securities
2017-18 2016-17

Million IRR Million IRR

Loans Granted to Customers

Listed Bonds 28,544,765 23,577,294

Unlisted Bonds 0 50,621

Deposit- IRR 3,847,726 2,534,903

Deposit- Foreign Currency 13,469 10,124

Immovable Properties Mortgaged by the Bank 18,175,508 19,140,292

Participation Bonds 297,102 50,000

Machineries 558 1,884

Collected Cheque & Additional Cheque as Collateral 95,032,460 82,733,718

Promissory Note 23,452,903 23,877,300

Indispensable Contract 99,918,263 86,490,018

Investment Fund 321,979 784,663

Others 109,494 292,302

269,714,227 239,543,120

The amount for securities mortgage value is based on the report of the Bank’s expert.

61.3.7.5. Loans balance based on the loans balance ration (less provisions) to cash value of 
updated securities

Description
2017-18 2016-17

Million IRR Million IRR
Loans Granted to Individuals
Below 50% 323,872 33,023

51% - 70% 25,077 71,427

71% – 90% 59,426 70,878

91% - 100% 276,490 324,175

Above 100% 14,932,486 15,517,483

Loans Granted to Legal Customers 0

Lower than 50% 504,838 192,367

51% - 70% 492,616 0

71% - 90% 1,627,150 990,399

91% - 100% 3,519,010 2,047,850

Higher than 100% 84,256,994 74,803,184

106,017,959 94,050,786

* Calculations are based on the updated mortgage value of securities considering the liquidity 
coefficients stated in the Assets Classification & Provisioning Circular.
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61.3.8. Credit risk concentration
61.3.8.1. Composition of granted loans and investments in various economic sectors and their 
domestic and overseas concentration

Granted Loans Investments Commitments for L/Gs & 
L/Cs

20.03.2018 2016-17 20.03.2018 2016-17 20.03.2018 2016-17

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Carrying 
Amount 106,017,959 94,050,786 4,289,716 856,471 36,225,099 29,777,679

Loans/ 
Commitments 
based on 
Economic 
Sectors

Industry & Mine 51,243,822 39,736,515 297,758 615,597 7,203,492 6,677,173

Housing 13,524,326 13,242,931 0 0 9,166,259 8,847,950

Commercial 14,372,129 13,591,593 0 0 2,238,522 2,233,039

Services 11,402,410 7,305,724 986,590 18,059 8,012,570 3,298,979

Agriculture 1,614,684 1,692,427 0 0 1,713,666 69,707

Non-profit & 
General 
Activities

44,573 3,875,653 0 0 436 35,139

Financial 
Intermediaries 
& Banks

13,269,750 13,784,135 3,005,368 2,877,040 133,578 108,221

No Economic 
Sector 546,264 821,808 0 0 7,756,576 8,552,258

106,017,959 94,050,786 4,289,716 3,510,696 36,225,099 29,822,466

Loans/ 
Commitments 
based on 
Location

Domestic 106,017,959 94,050,786 4,289,716 3,510,696 36,225,099 29,822,466

Overseas 0 0 0 0 0 0

106,017,959 94,050,786 4,289,716 3,510,696 36,225,099 29,822,466
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61.3.8.1.1. Distribution of loans, commitments and investments in various industries is as 
follows:

Description 2017-18 2016-17
Million IRR Million IRR

Loans:
Building 13,323,540 13,064,975
Manufacturing Chemical Materials & Products 11,174,816 9,408,125
Financial Intermediation except for Insurance 9,099,495 9,619,133
Motor Vehicle Production 6,542,415 6,501,763
Base Metals Production 7,394,720 7,271,254
Service Activities 5,744,150 4,652,021
Wholesale except for Motor Vehicle 6,018,539 6,369,417
Peripheral Activities of Financial Intermediation 4,064,866 4,103,669
Health & Social Work 3,215,595 3,304,352
Food & Beverage Industry 6,015,338 4,626,657
Manufacturing Other Non-metal Mineral Products 2,723,522 2,707,008
Activities related to Real Estates 3,307,261 2,093,855
Manufacturing Other Machineries & Equipment 3,824,460 2,688,125
Rubber & Plastic Products 2,561,277 2,099,004
Oil Refinery & Nuclear Fuel Production 858,304 579,541
Retail except for Motor Vehicle 1,338,664 2,034,768
Land Transportation through Pipelines 83,758 348,522
Agriculture, Hunting & Related Activities 1,250,637 1,325,515
Others 17,476,601 11,253,082
Investments:
Base Metals - 38,104
Chemical & Petrochemical Industries & Petroleum Products 268,543 418,546
Metal Mines Exploitation - 9,105
Energy 29,215 138,743
Contract Work - 18,059
Cement, Lime & Plaster - 4,011
Banks & Credit Institutes 104,167 63,860
Financial Intermediation 3,887,791 2,820,268
Oil & Gas Exploitation Except Exploration - -
Automotive & Parts Manufacturing - -
Commitments:
Building 9,153,330 8,845,008
Other Service Activities 1,526,470 1,483,338
Power, Gas & Water Provision 2,566,510 2,417,953
Other Business Activities 577,253 609,491
Textile Production 350,788 365,025
Computer & Related Activities 1,059,021 898,372
Food & Beverage Industry 784,587 329,560
Other Machineries & Equipment 791,719 722,572
Retails Except for Vehicles 56,268 88,639
Wholesale Except for Motor Vehicles 286,876 539,023
Manufacturing Other Non-metal Minerals 169,700 225,273
Oil & Natural Gas Exploitation 144,083 178,169
Base Metal Production 276,211 431,494
Motor Vehicle Production 596,206 548,252
Manufacturing Chemical Materials & Products 350,912 260,699
Manufacturing Other Machineries & Equipment 415,436 351,270
Post & Telecommunications 105,143 115,104
Land Transport through Pipelines 6,102,496 1,449,391
Others 10,912,089 9,963,832
Total 146,532,774 127,383,948



159

IN
TR

O
D

U
C

TI
O

N
 A

N
N

U
A

L 
R

E
P

O
R

T 
20

17
 - 

18

159

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018
61.3.8.2. Distribution of loans based on participation and exchange contracts as well as 
customer type

Description
Amount

Million IRR

Granted Loans during 
the Year

Loans Balance at the 
End of the Year

Ratio to 
Total Amount Ratio to 

Total

Million IRR Million IRR 		
Million IRR

Exchange Contract
Individuals 188,603 0.07% 1,720,105 1.53%

Legal Customers 6,625,165 2.34% 1,206,902 1.07%

Participatory 
Contracts

Individuals 45,416,357 16.06% 15,249,744 13.57%

Legal Customers 230,644,872 81.54% 94,183,489 83.82%

282,874,997 112,360,240

61.3.9. Non-performing loans management method
With respect to the Bank’s major credit policies towards non-performing loans loss and risk 
reduction and in line with circulars and instructions related to CBI, major parts of securities 
taken for loans are properties and assets which are economically valuable and easily traded. 
Non-performing loans are dealt with by legal unit and specialised independent companies 
related to legal administrative groups to settle according to bank interests .It seems that lifting 
sanctions has helped to improve economic status of loan takers and reduce non-performing 
loans across banking system.    
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61.3.9.2. Distribution of non-performing loans based on economic sectors
Non-Performing Balance 

of Granted Loans
Specific Provision for 

Doubtful Debts
Net Loans & Non-current 

Claims

2017-18 2016-17 2017-18 2016-17 2017-18 2016-17

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Partial 
Distribution of 
Non-
Performing 
Loans

Industry & Mine 5,268,880 4,149,416 (1,850,747) (1,258,183) 3,418,133 2,891,233

Building 4,754,178 4,350,492 (521,302) (284,211) 4,232,876 4,066,281

Commercial 3,066,404 1,411,083 (497,598) (758,228) 2,568,806 652,855

Services 1,502,941 1,261,133 (629,855) (373,130) 873,086 888,003

Agriculture 876,282 1,153,366 (164,862) (121,978) 711,420 1,031,388

General & 
Non-profit 
Activities

1,616 221,958 (747) (23,793) 869 198,165

Financial 
Intermediation 5,887,587 559,250 (101,466) (464,951) 5,786,121 526,489

No Economic 
Sector 8,963,509 911,714 (1,176,560) (276,657) 7,786,949 635,057

Total 30,321,397 14,018,413 (4,943,138) (3,561,131) 25,378,259 10,889,472

61.3.9.3. Repossessed assets balance

2017-18 2016-17

Million IRR Million IRR

Movable Properties 930 930

Immovable Properties:

Residential 2,031,607 1,763,789

Commercial/ Office 341,153 224,775

Factory 0 0

Land 556,891 558,785

Garden 2,878 8,278

Residential/ Commercial 124,144 120,754

Residential/ Commercial/ Office 155,834 151,818

3,213,437 2,829,129
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61.3.10. Capital required for credit risk cover
Capital required for covering credit risk of Bank’s assets amounts IRR10,137,744 million. The 
related calculations are presented in 61.3.10.1.

61.3.10.1. Calculation of capital required for credit risk cover
The table presents capital for covering credit risk with objective of reaching 8% capital 
adequacy (Allocated capital = 8% × Risk).

Basel I 2017-18

Assets

Assets & 
Commitments

Risk 
Coefficient Risk Level Capital 

Allocated

Million IRR % Million IRR Million IRR

Dues from Other Banks & Other Credit 
Institutes 7,800,360 20 1,560,072 124,806

Non-governmental Participation Bonds 661,785 100 661,785 52,943

Investment in Shares 2,151,072 100 2,151,072 172,086

Dues from Subsidiaries & Associates 791,728 100 791,728 63,338

Other Accounts Receivable 1,320,425 100 1,320,425 105,634

Hire Purchase & Housing Loans 762,871 50 381,435 30,515

Other Granted Loans & Claims 105,255,089 100 105,255,089 8,420,407

Other Assets 6,746,903 100 6,746,903 539,752

Commitments for Issued L/Gs (Subject to 
20% Conversion Factor) 5,572,987 100 5,572,987 445,839

Commitments for Issued L/Gs (Liable to 
50% Conversion Factor) 18,646 100 18,646 1,492

Commitments for Issued L/Cs (Liable to 
50% Conversion Factor) 2,261,663 100 2,261,663 180,933

Total 133,343,528 126,721,805 10,137,744
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The following table presents capital required for credit risk with an objective to reach 8% 
capital adequacy based on Basel II and Standard Model.

Basel II 2017-18

Assets Type

Assets & 
Commitments

Risk 
Coefficient Risk Level

Allocated 
Capital 

based on 
Basel II

Million IRR % Million IRR Million IRR

Non-governmental Participation Bonds 661,785 20 132,357 10,589

Dues from Banks & Institutes 7,800,360 20 1,560,072 124,806

L/Gs & Commitments (Subject to 20% & 
50% Adjustment Factor) 7,853,296 100 7,853,296 628,264

Risk in Case of Legal Default 48,658,947 100 48,658,947 3,892,716

Risk in Case of Real Default (Over 
IRR5,000 million Loans) 2,425,875 100 2,425,875 194,070

Risk in Case of Real Default (Below 
IRR5,000 million Loans) 2,402,377 75 1,801,783 144,143

Non-Performing Loans Less Securities & 
Specific Provision 7,197,900 150 10,796,850 863,748

Total 77,000,540 73,229,180 5,858,334

61.4. Liquidity risk
In this section, the explanatory and quantity items related to liquidity risk is described in such 
a way that the following headlines are fully covered.

61.4.1. Definition
Liquidity risk is the Bank’s probable inability to meet its short-term obligations. The aim of 
liquidity risk management is to cover all obligations arising from expected or unexpected 
changes in balance sheet items in line with financial institution development.

61.4.2. Liquidity risk management policies
Liquidity risk bylaw has been prepared in line with effective management for optimum use of 
Bank’s resources and beneficiaries’ profit-making within framework of policies related to loans 
and investment parallel to regulatory and supervisory requirements. This bylaw is for 
recognition, measurement, supervision, control and reporting of liquidity risk and profit rate.

61.4.3. Executive units of liquidity risk management
Besides the execution of liquidity risk bylaw, risk management has a duty of measuring and 
supervising liquidity risk status. It is also responsible for reporting the risk liquidity to Bank’s 
high managers periodically which is carried out with cooperation of Financial Management and 
with help of Bank’s information systems.
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Financial Management along with risk management is commonly responsible for execution 
of liquidity risk and supervision bylaw and is obliged to provide the Bank’s high management 
with timely and periodical reports.

Assets-Liability Committee (ALCO) is responsible for analysing assets and liabilities 
structure in order to increase profitability while controlling the liquidity, market and credit risks, 
consisting of the Bank’s managing director, deputies and top managers.

Risk Management Committee (RMC) consists of managing director, deputies and top 
managers who have supervision on risk management activities and is responsible for managing 
all banking risks and reviewing and suggesting risk management policies and limits of accepting 
risks and ensuring the accessibility of infrastructures, resources and systems required for the 
management. Risk Management Committee along with the Asset-Liability Committee is 
commonly responsible to supervise the execution of liquidity risk bylaw.

Risk High Committee provides the Bank’s Board of Directors with the reports prepared by 
risk unit periodically. Bylaws and policies concerning the risk are also confirmed by the Bank’s 
Board of Directors.

61.4.4. Liquidity risk measurement method (Including principles and assumptions)
With respect to widespread application of different models used as a measure for liquidity risk 
in Karafarin Bank, the mentioned risk level inferred from some modern approaches such as 
expected prospective liquidity criterion which is a standard tool for measuring liquidity risk is 
used besides the measurement criteria for liquidity gap. In this comprehensive criterion, 
besides considering certain advanced financial ratios like Basel 3 ratios about liquidity including 
NSFR and LCR, we have distinguished between processes and models for measuring liquidity 
risk at the beginning of the period with the same amount at the end of the period due to the 
Bank’s activities. Since this risk is knows as tension when occurred, we carried out the status 
of liquidity risk and liquidity gap without using the historical data and based on the different 
shocks simulation in Karafarin Bank.

Moreover, liquidity ratios in balance sheet is a measurement used to present the bank’s ability 
against liquidity needs under tension. The ratios can be also used to limit liquidity risk.

61.4.5. Liquidity risk control and monitoring mechanism 
After liquidity risk calculations in related periods (daily, weekly, monthly or quarterly), monitoring 
the liquidity risk is performed as follows:
Daily controls: It includes branches cash control, treasury, and the Bank’s intermediary 
accounts with CBI which consist of all electronic payment systems such as: SHETAB, SATNA, 
CHAKAVAK and SHAPARAK.

At level of comprehensive management of assets and liabilities, these reports are generally 
monitored monthly and at medium term. In these cases, the Bank’s liquidity status is reviewed 
by using financial statements. At this level, in addition to using calculated liquidity ratio based 
on the modern models such as CAMELS, the methods like those of Moody’s and S&P are 
used to control these ratios and their relations to each other. 
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61.4.5.1. Liquidity reserves
The composition of bank’s cash reserves is as follows:

2017-18 2016-17

Million IRR Million IRR

Cash - IRR 337,809 387,212

Cash – Foreign Currency 640,667 818,864

Sight Deposit Held with CBI (Unrestricted) 443,366 508,861

Deposits Held with Other Banks & Credit Institutes (Unrestricted) 6,457,156 13,722,237

Current Investment in Marketable Shares 401,925 740,934

Investment in Other Securities 2,138,644 1,019,347

10,419,567 17,197,456

61.4.5.2. Liquidity ratios
At the 

Beginning 
of the Year

Average of 
the Period

Maximum 
during the 

Period

Minimum 
during the 

Period
End of the 

Period

% % % % %

Cash & Cash Equivalent to 
Total Assets* 11 9 14 6 6

Cash & Cash Equivalent to 
Total Deposits 15 11 19 7 8

Net Cash Assets to Total 
Deposits** 4 6 15 1 5

Loans to Total Deposits 85 81 85 77 83

Loans Granted to 1-Year 
Deposits & Above 91 85 90 81 82

Escaped Deposits to Total 
Deposits*** 3 3 3 3 3

   

* Cash and cash equivalent includes cash, participation bonds and similar items which have 
active cash transaction market.
** Net cash Assets include cash, cash equivalent and investment bonds which have active 
cash transaction market less Banks’ deposits, published bonds, other borrowings and 
commitments that will be matured by next month.
*** Escaped deposits include deposits with no contractual maturity such as current and saving 
Gharz-al Hassaneh deposits, etc. 
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61.4.5.4.2. The following table presents the financial liability maturity (foreign currency) based 
on the maturity stated in the contract:

2017-18

Below 1 
Month

1 to 3 
Months

From 3 
Months to 

1 Year

From 1 
Year to 5 

Years
Over 5 
Years

Without 
Specified 
Maturity 

Date

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Liabilities:

Dues to Banks 
& Credit 
Institutes

1,217,798 0 517,090 104,063 0 0

Deposits of 
Customers 1,691,937 0 1,800,897 0 0 0

Investment 
Depositors’ 
Equity

0 0 0 79,305 0 0

Total 2,909,735 0 2,317,987 183,368 0 0

2016-17

Below 1 
Month

1 to 3 
Months

From 3 
Months to 

1 Year

From 1 
Year to 5 

Years
Over 5 
Years

Without 
Specified 
Maturity 

Date

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Liabilities:

Dues to Banks 
& Credit 
Institutes

10,339,120 0 776,398 78,144 0 0

Deposits of 
Customers 703,740 0 2,775,994 0 0 0

Investment 
Depositors’ 
Equity

0 0 0 66,880 0 0

Total 11,042,859 0 3,552,392 145,024 0 0

61.4.6. Preparation to counteract crisis (Cash Adequacy Stress Test)
As per Basel Committee guidelines, use of stress test and scenario analysis has been 
recommended to anticipate the future cash flow. Its aim is to estimate the effect of great but 
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predictable shocks on a financial system. Experience in implementation and use of stress test 
models in Karafarin Bank’s Risk Management Unit goes back to 2008. As pioneer in developing 
this approach in local banking network, the Unit has enjoyed it as one of the most functional 
instruments in order to quantify the effects of shocks, in any form, on the Bank’s cash adequacy. 
Predicting the extent of cash flow arising from all types of scenarios and reviewing their effects 
on the Bank’s liquidity and finally creating a suitable liquidity buffer against cash crisis are of 
significant results of implementing the liquidity risk stress test in Karafarin Bank. For this 
purpose, the stress test is carried out at three levels in Karafarin Bank to appropriately monitor 
the liquidity risk and avoid liquidity crisis. Hence, liquidity levels and the required amount of 
capital are monitored.

 First level: By preparing the reports under title of “cash ratios” and providing Assets and 
Liabilities Committee with them on a monthly basis, a general prospect of the Bank’s liquidity 
status is analyzed. The prepared ratios in this section are among the liquidity ratios highlighted 
by valid organisations such as the International Monetary Fund and Basel Committee. At this 
level, the reports of the Bank’s Static Liquidity Gap calculation is also computed and 
determined with regard to the maturity of all kinds of deposits, loans and paid off-balance 
sheet items.
 Second level: One of the liquidity ratios required by Basel 3 is calculated for measuring and 
monitoring liquidity risk in the Bank. As to Liquidity Coverage Ratio (LCR), above agreement 
has given banks a period of time, up to 2018, to exceed 100% of this ratio. The main goal of 
LCR is to increase retrieval ability of the Bank’s liquidity status in the short term, assuring the 
existence of sufficient liquidated assets to sustain activity in an intensive one–month stress 
scenario. 
 Third level: At Karafarin Bank’s Risk Management Unit, with regard to cash flow in branches, 
treasury and non-cash funds resulted from electronic transactions such as SATNA, SHETAB 
and CHAKAVAK using econometrics models, customers’ requested funds are predicted in 
two normal and pessimistic scenarios in a dynamic form. 

To obtain the exact amount of stress high limit at the confidence level of 99%, firstly, we attain 
the amounts of funds withdrawn at three levels, i.e., Treasury, SATNA and CHAKAVAK system 
individually. Then, by combining the three amounts, we can acquire the Bank’s required 
liquidity buffer at the time of banking rush hour.

61.5. Market risk
61.5.1. Definition
Market risk is loss possibility resulting impairment of the Bank’s transactions positions 
(including assets and liabilities on and off-balance sheet) from purchase date to selling date. 
As per Basel 2, banks can use local models designed by the Bank for evaluation of market 
risk. The philosophy of Karafarin Bank’s risk management is recognition, limitation, supervision 
and management of different dimensions of risk with the aim of maintaining assets value and 
flow of income, so that depositors and shareholders’ interests are considered. In order to 
optimise the yield, there must be predetermined risk acceptance limit.
In this regard, special strategies for managing the Bank’s market risk are considered as below:

 Karafarin Bank will manage risk-taking of capital arising from market risk related to any new 
service or activity in the relevant areas. The amount of market risk at any share and economic 
section is limited to the extent that has been determined by the Bank’s Board of Directors in 
market risk bylaw.
 According to the first principle of Basel Committee regulation, a bank will maintain the 
sufficient capital at any time.
 Karafarin Bank will issue a framework for market risk according to which the limited structure 
of foreign currency open position will be measured.
 Karafarin Bank will periodically carry out the crisis test to evaluate the effect of changes on 
market variants which may cause increased risk.
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61.5.2. Executive units of market risk management
Market risk evaluation in Karafarin Bank is divided as follows:
Shares Risk: The risk arising from shares price fluctuations and its effects on value of the 
Bank’s shares portfolio.

Foreign Currency Rate Risk: The risk arising from foreign currency rate fluctuations and its 
effects on foreign currency assets and liabilities value in IRR. Foreign currency rate risk arises 
from a long- or short-term open position in a foreign currency.

61.5.3. Market risk measurement method
Two methods of Monte Carlo and history simulation are used to manage Karafarin Bank’s 
market risk at the end of every month.

61.5.4. Analysis of the value at risk of investing in shares and other marketable investments
Having taken into account the historical simulation method for probable change percentage at 
market value, the value at risk for investing in shares is provided in the following table:

Investment Type

2017-18 2016-17

Probable 
Change at 

Market 
Value

Effect on 
Profit & 

Loss

Probable 
Change at 

Market 
Value

Effect on 
Profit & 

Loss

% Million IRR % Million IRR

Investment in Rapidly Marketable Shares (-5.81,5.86) 51,012 (-4.38,4.38) 35,215

Other Investments (Stating Title) 0 0 0 0
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With respect to Historical Simulation Method and Standard Model and resulting change 
percent in foreign currency rate, value at risk for investment in shares and other investments 
with market price are presented in the following table:

Foreign Currency

20.03.2018 20.03.2017

Potential 
Change in 

Market 
Price

Effect on 
Profit & 

Loss

Potential 
Change in 

Market 
Price

Effect on 
Profit & 

Loss

% Million IRR % Million IRR

USD (0.11,0.11-) 17,263 (5.6,5.6-) 15,443

EUR (0.66,0.66-) 419,746 (3.1,3.1-) 2,609

GBP (0.82,0.82-) 22,403 (2.89,2.89-) 696

AED (0.11,0.11-) 1,853 (2.45,2.45-) 762

JPY (0.73,0.73-) 43,103 (3.06,3.06-) 1,571

CHF (0.67,0.67-) 10,016 (1.01,1.01-) 24

CNY (0.35,0.35-) 13,075 (2.32,2.32-) 2,789

OMR (0.11,0.11-) 24 (1.01,1.01-) 306

INR (0.41,0.41-) 12,159 (2.18,2.18-) 432

TRY (1.1,1.1-) 25,141 (4.97,4.97-) 1,951

61.5.6. Capital required for covering market risk

Measurement Unit

Shares Risk Foreign Currency Risk Total 
Capital 

Provision 
for Market 

Risk
Value at 

Risk
Required 
Capital 

Provision
Value at 

Risk
Required 
Capital 

Provision

Million IRR Million IRR Million IRR Million IRR Million IRR

Historical Simulation Model 51,012 153,036 564,738 1,694,214 1,847,250

Standard Model
* 8% × 

(Opportunity 
Average)

78,725

* 8% × 
(Opportunity 

Sales or 
Buy)

408,209 486,934

* Other methods used by the Bank include Monte Carlo Simulation.
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61.5.7. Gap analysis between assets and liabilities sensitive to interest rate
2017-18

Carrying 
Amount

Below 1 
Month

1 Month to 3 
Months

3 Months to 
1 Year

1 Year to 5 
Years

Above 5 
Years

Non-
Sensitive to 

Rate

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Assets:

Cash 7,878,998 0 0 0 0 0 7,878,998

Dues from 
Banks & Other 
Credit Institutes

7,800,360 0 0 0 0 0 7,800,360

Granted Loans 
& Dues from 
Non-
governmental 
Entities

106,017,959 41,267,022 47,071,169 5,576,578 4,511,638 1,595,297 5,996,255

Investment in 
Shares & Other 
Securities

4,289,716 0 0 2,540,569 0 0 1,749,147

Dues from 
Subsidiaries & 
Associates

791,728 0 0 791,728 0 0 -

Other Accounts 
Receivable 1,320,425 0 0 0 0 0 1,320,425

Tangible Fixed 
Assets 6,446,794 0 0 0 0 0 6,446,794

Intangible 
Assets 4,149,605 0 0 0 0 0 4,149,605

Legal Deposit 15,305,659 218,362 974,855 3,586,737 5,914,914 13,894 4,596,897

Other Assets 6,746,903 0 0 0 0 0 6,746,903

Total Assets 160,748,147 41,485,384 48,046,024 12,495,612 10,426,552 1,609,191.401 46,685,384

Liabilities:

Dues to Banks 
& Other Credit 
Institutes

(3,621,831) (3,621,831) 0 0 0 0 0

Customers’ 
Deposits (8,051,389) 0 0 0 0 0 (8,051,389)

Dividend 
Payable (35,235) 0 0 0 0 0 (35,235)

Corporation Tax 
Reserve 0 0 0 0 0 0 0

Provisions & 
Other Liabilities (6,099,458) 0 0 0 0 0 (6,099,458)

Provision for 
Work 
Termination 
Benefits

(505,241) 0 0 0 0 0 (505,241)

Investment 
Depositors’ 
Rights

(128,939,973) (1,662,466) (7,692,625) (29,555,241) (49,307,856) (114,126) (40,607,660)

Total Liabilities (147,253,127) (5,284,297) (7,692,625) (29,555,241) (49,307,856) (114,126) (55,298,982)

Total 
Shareholders’ 
Equity

(13,495,020) (13,495,020)

Total Liabilities 
& Shareholders’ 
Equity

(160,748,147) (5,284,297) (7,692,625) (29,555,241) (49,307,856) (114,126) (68,794,002)

Gap 36,201,087 40,353,399 (17,059,628) (38,881,304) 1,495,065 (22,108,618)

Retained Gap 36,201,087 76,554,486 59,494,857 20,613,553 22,108,618 0



G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n
IN

TR
O

D
U

C
TI

O
N

G
lo

ba
l K

no
w

le
dg

e,
 L

oc
al

 S
ol

ut
io

n

176

IN
D

EP
EN

D
EN

T 
AU

D
IT

O
R

’S
 R

EP
O

R
T 

&
 

FI
N

AN
C

IA
L 

ST
AT

EM
EN

TS

Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

2016-17

Carrying 
Amount

Below 1 
Month

1 Month to 
3 Months

3 Months to 
1 Year

1 Year to 5 
Years

Above 5 
Years

Non-
Sensitive to 

Rate

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Assets:

Cash 15,437,175 15,437,175 0 0 0 0 0

Dues from Banks & 
Other Credit 
Institutes

916,670 916,670 0 0 0 0 0

Granted Loans & 
Dues from 
Non-governmental 
Entities

94,050,786 5,887,431 549,603 7,649,341 75,429,076 0 4,535,334

Investment in 
Shares & Other 
Securities

3,509,428 0 0 740,934 0 0 2,768,494

Dues from 
Subsidiaries & 
Associates

939,331 0 0 0 0 0 939,331

Other Accounts 
Receivable 786,603 0 0 0 0 0 786,603

Tangible Fixed 
Assets 6,271,913 0 0 0 0 0 6,271,913

Intangible Assets 4,250,857 0 0 0 0 0 4,250,857

Legal Deposit 12,442,336 147,838 733,077 6,853,212 404,248 0 4,303,960

Other Assets 4,919,354 0 0 0 0 0 4,919,354

143,524,453 22,389,115 1,282,679.9 15,243,487.65 75,833,325 0 28,775,846.3

Liabilities:

Dues to Banks & 
Other Credit 
Institutes

(12,537,796) 0 0 0 0 0 (12,537,796)

Customers’ Deposits (7,658,727) 0 0 0 0 0 (7,658,727)

Dividend Payable (12,234) 0 0 0 0 0 (12,234)

Corporation Tax 
Reserve (239,735) 0 0 0 0 0 (239,735)

Provisions & Other 
Liabilities (5,109,280) 0 0 0 0 0 (5,109,280)

Provision for Work 
Termination Benefits (400,655) 0 0 0 0 0 (400,655)

Investment 
Depositors’ Rights (103,426,372) (1,595,038) (5,616,850) (52,509,465) (3,097,359) 0 (40,607,660)

Total Liabilities (129,384,798) (1,595,038) (5,616,850) (52,509,465) (3,097,359) 0 (66,566,086)

Total Shareholders’ 
Equity (14,139,655) (14,139,655)

Total Liabilities & 
Shareholders’ 
Equity

(143,524,453) (1,595,038) (5,616,850) (52,509,465) (3,097,359) 0 (80,705,741)

Gap 20,794,077 (4,334,170) (37,265,977) (72,735,965) 0 (51,929,895)

Retained Gap 20,794,077 16,459,907 (20,806,070) 51,929,895 51,929,895 0
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61.6. Operational risk
61.6.1. Definition
Karafarin Bank defines the operating risk according Basel Accord as the loss risk arising from 
internal processes, people and defective or incorrect systems or from external events.

61.6.2. Executive units of operational risk management
Appropriate organisational structure for implementation and supervision on daily good 
performance and duties related to operating management has been shown in the figure below:

Board of 
Directors

Managing 
Director

Risk 
Management

Operational Risk 
Officer

Operational Risk 
Colleagues

Risk Committee

Supervision

Leadership

Guidance

Guidance & Supervision

Operations & Easing 
Implementation

Board of Directors is responsible for establishing the operating risk management framework in 
the Bank, approving strategies, bylaws, limits and thresholds related to operating risk and any 
changes, amendments and revision to them. Risk Management Committee is responsible for 
reviewing operating risk management framework along with bylaws, strategies and operation 
continuity plan in the Bank as well as ensuring to support and supervise the good performance 
of the operating risk management framework.

Risk Management Unit has the following responsibilities: To develop awareness about risk 
throughout the Bank, provide leadership, supervision, guidance & routing process for 
implementing the operation risk management, prepare and suggest operating risk procedure 
and strategy, ensuring that all policies and processes of operating risk management have 
been documented for Banks’ entire units and the management and are correctly supervised 
and implemented by top managers.

61.6.3. Precautionary policies in the event of intentional and unintentional human error
Karafarin Bank attempts to consider the following policies for preventing the occurrence of 
human error: 
The prevalent risk literature must be used in all processes of operating risk management 
including recognition, evaluation, measurement, supervision, control, and risk mitigation as 
well as all components of operating risk implementation model.

Risk management culture must be promoted by informing, continuous training, interiorizing the 
goals related to operating risk and confirming implementation of related processes.
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One model and framework of operating risk management which interacts with Central Bank 
laws and is the best existing experience in banking industry must be used and implemented.
All new products, processes, activities and systems must be reviewed from the operating risk 
management point of view before the implementation and use.

Reports related to operating risk management must be prepared for top managers. These 
reports must include the events led to loss, analysis of key risk indexes and the result of risk 
& control self-evaluation meetings held with management and related units.

61.6.4. Preparations to counteract crisis
Karafarin Bank has prepared and executed Warning Advice bylaw based on which all personnel 
can, in a variety of ways, announce the due alarms to top managers immediately. The Bank is 
also preparing an Operation Continuity Plan bylaw to assure its readiness to counteract the 
probable crises.

61.6.5. Operational risk measurement method
Karafarin Bank has estimated value at operating risk to measure the operating risk, according 
to Basel Accord, using base and standard index models. It is also calculating the capital at risk 
based on the developed model to ensure the accurate calculation of operating risk. The 
developed model used in Karafarin Bank is based on loss distribution method which is 
improved to increase accuracy in data shortage condition. Attached is the summary of Karafarin 
Bank’s developed calculation method. 

The process of risks and controls self-evaluation is an instrument in the management hand to 
recognize and evaluate the operating risks in all processes, products and systems and to 
identify weak spots and controls. This process generally includes workshops and person-to-
person sessions to identify the strong and weak points related to controls. Acquired results 
from the mentioned sessions can be used for promoting the controls in different ways. Some 
acquired results include the improvement programs which focus on issues related to controls, 
devotion of required resources to risky areas and rating different cases exposed to operating 
risk.

Key risk indices, in fact, are like increasing signals of a risk which will subsequently result in 
loss. Collecting data, supervising and analyzing these indices are the main prerequisite of 
implementing a powerful framework for operating risk management. The main importance of 
these indices is their relationship with current bank activities and technology-related and 
operating risk-related processes. Therefore, one of the main aims of Karafarin Bank is to 
develop the key risk indices for bank’s main risks so that the due action is taken to review and 
supervise the indices based on the defined limits and thresholds.  

61.6.6. Operational risk control and monitoring mechanism 
To identify and evaluate the operating risk, the Bank use “risk and control self-evaluation” 
process completely and comprehensively. The collected results and data relating to loss 
occurred during daily activities and key risk index changes must be used in this process.
The events related to operating loss throughout the Bank have also been brought together so 
that a better evaluation of risk appetite and more accurate calculation of cost of capital are 
obtained. 

Risk control process is improved, for any areas of bank activities, through cooperation with 
related units or managements as well as colleagues. The instruments of risk control and 
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measurement are also amended, revised and strengthened to identify risks better. Activities 
related to risk control are essential for reviewing the risks which are recognized during the risk 
and control self-evaluation sessions. 

For risks recognised by the Bank, it must decide to accept the recognised risks or reduce them 
by control instruments. Karafarin Bank has different alternatives to control and/or reduce 
different kinds of risks: 1. Non-acceptance of risk (by avoiding certain business strategies or a 
group of customers), 2. Risk acceptance and maintenance and at the same time, defining the 
internal control instruments for risk reduction and risk financing through pricing, making 
provisions and capital. 3. Risk acceptance and its transfer to others, partially or fully. For those 
risks which are not controllable or reducible, the Bank must use insurance coverage to reduce 
and transfer the risk, partially or fully.

61.6.7. Capital required for covering operational risk
The bank’s capital at risk, based on the method applied by the bank to measure the operational 
risk, is stated in the following table:

Measurement Unit
Capital 

Exposed to 
Operational 

Risk
Base Index 3,268,924
Standard Index 3,797,989
Advance Index -

61.7. Capital management
61.7.1. Base capital
Bank’s charter capital in the fiscal year ended 20.03.2018 amounts IRR14,746,399 million.

Description
2017-18 2016-17

Million IRR Million IRR
A- Core Capital
Capital Less Capital Financed from Revaluation Surplus 6,500,000 6,500,000
Legal Reserve 3,594,074 3,499,519
Retained Earnings 1,357,350 2,924,599

11,451,423 12,924,118
B- Complementary Capital
General Provision for Claims & Investments 1,399,143 1,352,096
Revaluation Surplus of Fixed Assets 2,000,000 2,000,000

3,399,143 3,352,096
Less: Complementary Capital Excess to Core Capital 0 0
Complementary Capital 3,399,143 3,352,096
Base Capital before Deduction 14,850,566 16,276,214
C- Deduction from Charter Capital
Investment in Banks & Credit Institutes (104,167) (112,342)

(104,167) (112,342)
Base Capital 14,746,399 16,163,872
Effective Base Capital 14,897,566 14,897,566
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The Bank’s effective base capital for calculating discretionary ratios is IRR14,897,566 million 
up to approval date of financial statements.

The Bank’s new base capital will be confirmed based on financial statements approved by the 
General Assembly and effecting any potential changes or deductions such as distributing 
dividends among shareholders by the CBI.  

61.7.2. Capital allocation
The Bank’s total risk-weighted assets is IRR148,809,982 million at the end of the fiscal year 
ended 20.03.2018.

Description

2017-18 2016-17

Assets & 
Commitments

Risk 
Coefficient

Risk- adjusted 
Assets & 

Commitments
Assets & 

Commitments
Risk 

Coefficient
Risk- adjusted 

Assets & 
Commitments

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Cash 7,878,998 0 0 15,437,175 0 0

Legal Deposit 15,305,659 0 0 12,442,336 0 0

Dues from CBI 223,039 0 0 190,664 0 0

Dues from Banks 
& Other Credit 
Institutes

7,577,321 20 1,515,464 726,007 20 145,201

Governmental 
Participation 
Bonds

652,342 0 0 821,164 0 0

Non-governmental 
Participation 
Bonds

661,785 100 661,785 198,183 100 198,183

investment in 
Shares 2,975,590 100 2,975,590 2,490,081 100 2,490,081

Accounts 
Receivable 2,112,153 100 2,112,153 1,725,934 100 1,725,934

Hire Purchase & 
Housing Loans 762,871 50 381,435 985,064 50 492,532

Other Paid Loans 
& Claims 105,255,089 100 105,255,089 93,065,722 100 93,065,722

Net Fixed Assets 
& Goodwill 10,596,399 100 10,596,399 10,522,770 100 10,522,770

Other Assets 6,746,903 100 6,746,903 4,919,354 100 4,919,354

Commitments for 
Issued L/Gs 
(Subject to 20% 
-conversion 
Factor)

5,572,987 100 5,572,987 4,056,718 100 4,056,718

Commitments for 
Issued L/Gs 
(Subject to 50% 
-conversion 
Factor)

18,646 100 18,646 7,006 100 7,006

Commitments for 
Issued L/Cs 
(Subject to 
50%- conversion 
Factor)

2,261,663 100 2,261,663 2,465,023 100 2,465,023

Other 
Commitments 
(Contracts Subject 
to 50%- 
conversion Factor)

10,711,868 100 10,711,868 978,566 100 978,566

Total Risk-
weighted Assets 
& Commitments

148,809,982 121,067,090
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

61.7.3. Capital adequacy ratio
Capital adequacy ratio is 9.91% at the end of the fiscal year ended 20.03.2018.

2017-18 2016-17

Million IRR Million IRR

Base Capital 14,746,399 16,163,872

Total Risk-Weighted Assets & Commitments 148,809,982 121,067,090

Capital Adequacy Ratio (%) 9.91% 13.35%

61.7.4. Degree of leverage
Degree of leverage is the ratio of Bank’s total assets to shareholders’ equity. Bank’s degree of 
leverage was 8.4% at the end of the fiscal year 20.03.2018.

2017-18 2016-17

Million IRR Million IRR

Total Shareholders’ Equity 13,495,020 14,139,655

Total Assets 160,748,147 143,524,453

Degree of Leverage 8.4% 9.9%

62. Operational Units
62.1. Basis for dividing units
In this section, the Bank express its basis in unit reporting including different sections of 
business such as retail banking, corporate banking and so on.

62.2. Information regarding reportable operational units
Information related to any reportable sectors are presented in the table below. The sectors’ 
profit before tax has been used as the performance criteria.

Description

Delegation 
Banking 
System

Gharz-al 
Hassaneh 
(Interest-

Free) 
Banking

International 
Banking E-Banking Other 

Activities Total

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Granted Loans & 
Deposits Income 19,208,311 0 158,394 0 0 19,366,705

Deposits Interest 
Expense (17,516,565) 0 (18,886) 0 0 (17,535,451)

Loans & Deposits 
Net Income 1,691,746 0 139,509 0 0 1,831,254

Commission 
Income 847,679 0 0 0 0 847,679

Commission 
Expense (99,677) 0 0 0 0 (99,677)

Net Commission 
Income 748,002 0 0 0 0 748,002
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Description

Delegation 
Banking 
System

Gharz-al 
Hassaneh 
(Interest-

Free) 
Banking

International 
Banking E-Banking Other 

Activities Total

Million IRR Million IRR Million IRR Million IRR Million IRR Million IRR

Net Investments 
Profit (Loss) 1,029,284 0 0 0 0 1,029,284

Net Foreign 
Currency 
Transactions 
Profit (Loss)

0 0 564,376 0 0 564,376

Other Operating 
Revenues 0 0 0 410,348 410,348

Direct Expenses 
Attributable to 
Operating Section

(1,450,676) 0 0 0 (1,450,676)

Each Section 
Profit (Loss) 
before 
Unattributable 
General 
Expenses

2,018,356 0 703,884 0 410,348 3,132,588

General 
Expenses 
Unattributable to 
Sections

(2,502,223)

Profit before Tax 630,365

62.3. Geographical concentration of main items in assets, liabilities and incomes
While offering geographical information, assets’ main items on location, liabilities and income 
are reported based on residence of bank’s counterpart in geographical areas.

2017-18

Iran Other 
Countries Total

Million IRR Million IRR Million IRR
Assets: 7,878,998 0 7,878,998
Cash 7,800,360 0 7,800,360
Dues from banks & Other Credit Institutes 106,017,959 0 106,017,959
Granted Loans & Dues from Non-governmental Entities 4,289,716 0 4,289,716
Investment in Shares & Other Securities 791,728 0 791,728
Dues from Subsidiaries & Associates 1,320,425 0 1,320,425
Other Accounts Receivable 15,305,659 0 15,305,659
Legal Deposit 6,446,794 0 6,446,794
Tangible Fixed Assets 4,149,605 0 4,149,605
Intangible Assets 6,746,903 0 6,746,903
Other Assets 160,748,147 0 160,748,147
Total
Liabilities:
Dues to Banks & Other Credit Institutes (3,621,831) 0 (3,621,831)
Customers’ Deposits (8,051,389) 0 (8,051,389)
Investment Depositors’ Rights (128,939,973) 0 (128,939,973)
Total (140,613,194) 0 (140,613,194)
Incomes 24,797,649 0 24,797,649
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2016-17

Iran Other 
Countries Total

Million IRR Million IRR Million IRR

Assets:

Cash 15,437,175 0 15,437,175

Dues from Banks & Other Credit Institutes 916,670 0 916,670

Granted Loans & Dues from Non-governmental 
Entities 94,050,786 0 94,050,786

Investment in Shares & Other Securities 3,509,428 0 3,509,428

Dues from Subsidiaries & Associates 939,331 0 939,331

Other Accounts Receivable 786,603 0 786,603

Legal Deposit 12,442,336 0 12,442,336

Tangible Fixed Assets 6,271,913 0 6,271,913

Intangible Assets 4,250,857 0 4,250,857

Other Assets 4,919,354 0 4,919,354

Total 143,524,453 0 143,524,453

Liabilities:

Dues to Banks & Other Credit Institutes (12,537,796) 0 (12,537,796)

Customers’ Deposits (7,658,727) 0 (7,658,727)

Investment Depositors’ Rights (103,426,372) 0 (103,426,372)

Total (123,622,895) 0 (123,622,895)

Incomes 23,437,108 0 23,437,108

63. Transactions with Related Parties
63.1. Changes in major shareholders (over 1%)
During the 2017-18 fiscal year, major shareholders (over 1%) have had no changes.

63.2. Transactions with managers
Managers include the bank’s managing director, board of directors and executive board 
members.

During the 2017-18 fiscal year managers have had no dealings with Group companies. 
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

63.4. All related parties who had transaction with the Bank during the reporting period.

64. Retained Earnings at the End of the Year
Retained earnings at the end of the year is subject to approval of shareholders’ ordinary 
general assembly. 

Legal Duties
Amount

Million IRR

Sharing at Least 10% of Net Profit of 2017-18 as per Article 90 of Commercial Code as 
Amended 63,036

Board of Directors’ Proposal

Dividend Suggested by Board of Directors 63,036

65. Performance Statement of IRR Saving Gharz-Al Hassaneh Operations
65.1. Balance of Gharz-al Hassaneh resources and expenditures

2017-18 2016-17

Million IRR Million IRR

Saving Gharz-al Hassaneh Resources:

Saving Gharz-al Hassaneh Deposits-IRR 22-2 21,741 12,398

Total Gharz-al Hassaneh Resources 21,741 12,398

Gharz-al Hassaneh Expenditures:

Granted Loans & Dues from Non-
governmental Entities (before Provision)

Ordinary Loans (98,397) (10,087)

Total Granted Loans & Dues from Non-
governmental Entities 13 (98,397) (10,087)

Total Gharz-al Hassaneh Expenditures (98,397) (10,087)

Legal Deposit of Saving Gharz-al Hassaneh 
Resources (2,174) (1,240)

Liquidity Provision for Saving Gharz-al 
Hassaneh Deposits (5%) (1,087) (620)

Resources Surplus (Deficit) to Gharz-al 
Hassaneh Expenditures (79,918) 451

* Specific Gharz-al Hassaneh Deposits (managed funds) are not presented in this section.
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Karafarin Bank (Public Joint Stock)
Notes to the Financial Statements

For the Year Ended March 20th, 2018

65.2. Net Gharz-al Hassaneh operations commission 

Parent Company

2017-18 2016-17

Million IRR Million IRR

Commission Received from Granted Gharz-al Hassaneh Loans 1,877 321

Prize Expenses for Gharz-al Hassaneh Deposits 0 0

Net Gharz-al Hassaneh Operations Commission (Note 44.1) 1,877 321

65.3. Classification of Granted Gharz-al Hassaneh loans based on type

 

Parent Company

2017-18 2016-17

Million IRR Million IRR

Marriage 98,315 10,054

Others 82 33

98,397 10,087

65.4. Classification of Granted Gharz-al Hassaneh loans based on customer type

Parent Company

2017-18 2016-17

Million IRR Million IRR

Individuals 98,397 10,087

Legal Customers-Cooperative 0 0

Legal Customers-Others 0 0

98,397 10,087
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