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Karafarin Bank (PJSC)
Consolidated Statement of Financial Position
At March 20, 2014

Dues from CBI 6 | 10644794| 6,807,508 | Dues to CBI 9,871,758 | 5,097,238

Granted Facilities | 8 | 591128314 45527,528 | Demand Deposits 1,934,034 | 2,373,610

Accounts Receivable 1,471,590 500,431 B‘Z’S;;fi\t\sl%tment 65,281,678 46,703,055

3368474| 1,509,497 | Tax Payable 492,941 580,962

Intangible Assets 14 3767322| 3,200,138 | Frovisions & Other 24 2,720,308 | 2,895,840
R Liabilities
Provis.ion for Termination 26 187,673 132,551
Benefits

Increase in Flowing 1235.121
Capital ”

Total Assets 101,192,763 | 77,186,718 | 1otal Liabilities & 101,192,763 | 77,186,718
Shareholders’ Equity

Letters of Credit | 44 | 6660705 | 8406491 | Letters of Credit | 44 | 6660705 | 8406491
Managed Funds 379,645 903,885 | Managed Funds 379,645 903,885

The explanatory notes are an integral part of the consolidated financial statements. 47



Karafarin Bank (PJSC)
Consolidated Income Statement
For the Year Ended March 20, 2014
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Interest pefore Considering Group’s Quota from Interest of Affiliated -- 4,220,639 3,328,066
Companies

Net Profit before Tax ] 4,336,178 3,346,974
Net Profit before Minority Interest ] 3,689,854 2,919,274

Net Profit 3,685,542 2,915,793
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The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Consolidated Comprehensive Income Statement
For the Year Ended March 20, 2014

Net Profit for the Period 3,685,542 2,915,793

Comprehensive Income for the Period 3,685,542 2,997,501

Current Period Comprehensive Income 3,213,851 2,472,680

The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Consolidated Cash Flows Statement
For the Year Ended March 20, 2014

Net Cash Inflow from Operating Activities _ 8,055,576 8,442,391

Dividends Received L 186,302 | 30,079
Dividends Paid | (4182 | (671,313)

Teaton
\vestmontActuwes
Puchase o Tange FreaAeses || (strs | (rssase)|
Sasotimesmens | tarmos | ewom)
Sasotednsses | | o | oo

N_et Ca_sh Inﬂc_>\A_/ _(Outﬂow) before 3,344,878 4842218
Financing Activities

Rega_yment of Principal on Financial (1,503,480) (186,982)
Facilities

Net Cash Inflow || 3sgo7821 4,655,236

Net Increase (Decrease) in Cash || 4039248 4,847,998
Cash - Closing Balance 17,362,182 | 13,322,934

The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Statement of Financial Position
At March 20, 2014

Dues from CBI | 6 | 10644794 6,807,598 | Dues to CBI 9,871,758 | 5,097,238

Granted Facilities | 8 | 58281424 | 45102785 | Demand Deposits 1,934,034 | 2373610

Accounts Receivable 1,874,766 995,747 Ei:’)‘;;’i‘t‘;e“me"t 65,460,124 | 46,778,989

2,812,410 | 1,157,942 | Tax Payable 437,847 564,263

Intangible Assets 14 3,765,653 3,198,965 | " rovisions & Other 24 2,599,520 2,860,432
Liabilities
Provision for Termination 26 183,720 130,082
Benefits

 saoerwEay:

Increase in Flowing

Capital 1,235,121 -
Revaluation Reserve of 13-2 43,597 43,597

Fixed Assets

Tota_l Shareholders’ 14,030,787 11,756,532
Equity

Total Assets | 100,257,893 | 76,884,308 18,134,772 | 13,583,203

Letters of Credit 44 6,660705 | 8406491  Other Commitments & 47 | 331787122 | 222,438,856
Memorandum ltems

Managed Funds 379,645 903,884 | Managed Funds 379,645 903,885

51
The explanatory notes are an integral part of the consolidated financial statements.



Karafarin Bank (PJSC)

. Karafarin Bank Income Statement
Global Knowledge, Local Solution For the Year Ended March 20’ 2014

Income from Joint Activities -_—_
Interest on Deposits and Income from Investments _
Interest paid on Investment Deposits _
Depositors’ Share in Income from Joint Activities -_
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Interest !.)efore Considering Group’s Quota from Interest of Affiliated -- 4,220,639 3,328,066
Companies

Net Profit before Tax ] 4,336,178 3,346,974
Net Profit before Minority Interest ] 3,689,854 2,919,274

Net Profit 3,685,542 2,915,793

Primary Earnings per Share — IRR _
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Since the Comprehensive Income Statement is limited to the profit for the period and prior
years’ adjustments, the Comprehensive Income Statement is not presented.

The explanatory notes are an integral part of the parent company financial statements.
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Karafarin Bank (PJSC)
Cash Flows Statement
For the Year Ended March 20, 2014

Net Cash Inflow from Operating Activities _ 8,088,099 8,449,480

Dividends Received L 232259 | 55,017
Dividends Paid | (8330 | (675,316)

Toaton
Purchase of Tangible Fixed Assets o amsma) | (1915494

Sales of Investments | 1507585, | 919,584

'l:et_ C_)gsh Outflow from Investment -- (2,727,133) (2,417,224)
ctivities

Repayment of Principal on Financial

Net Cash Inflow | | 3754608 4,709,700
Net Increase in Cash ] 3986035 4,902,846
Cash - Closing Balance 17,204,826 | 13,308,791

The explanatory notes are an integral part of the parent company financial statements.
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Karafarin Bank (PJSC)

Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

1. HISTORICAL BACKGROUND OF ACTIVITIES
1.1. Overview

Group includes Karafarin Bank (Parent Company) and its subsidiary companies.

The Bank was established and commenced its operations following registration at the Tehran
Company and Industrial Ownership Registrar Office on December 9, 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 licence number with the Tehran Company and Industrial Ownership Registrar Office on
26 December 2001. The Bank gained listing on the Tehran Stock Exchange on February 6, 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.

1.2. Principal Activities

According to Clause 2 of its Articles of Association, the Bank’s principal activities include, among
other areas, the following areas:

» Taking all forms of bank deposits including current account deposits with cheque books

» Issuing bearer or registered certificates of term investment deposits

» Granting credit facilities within the legal framework, regulations and bylaws, and implementation
guidelines of the Act on Usury-Free Banking Operations

» Opening letters of credit and engaging in all forms of foreign exchange transactions

» Issuing and trading participation securities for the Bank or on behalf of other persons in
accordance with the rules and regulations of the CBI

» Receiving financial facilities from real and legal persons in accordance with standing rules and
regulations

» Issuing letters of guarantee and endorsing and underwriting securities including participation
securities and accepting to service its commitments including principal and interest components
» Operating safe deposit boxes

» Granting financial facilities for the export of technical and engineering services

» Participating and investing directly or through share acquisition on stock exchanges, in
manufacturing, service, and business projects and companies, within the confines defined by the
CBI’s bylaws and also the Act on Usury-Free Banking Operations

And other related activities with the subject of the Company.

The Bank aims at consolidating financial resources that are available through its deposits, financial
facilities, and its other forms of financial instruments, and utilising these resources by granting
quality loans and facilities and effectively investing in different lines of business and economic
activity.
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

1.3. Number of Branches
Information on the Bank’s branches at the end of 20 March 2014 is reported as follows.

March 20, March 20,
2014 2013
Branches- Tehran Province 50 43
Branches- Other Provinces 47 44
Branches- Free Zones 1 1
Branches- International - -
98 88

1.4. Employees
The number of employees at the end of 20 March 2014 is reported as follows.

March 20, March 20,
2014 2013
Head Office 535 513
Branches- Tehran Province 480 446
Branches- Other Provinces 532 528
Contract Employees of the Service Companies 233 236
1,780 1,723

2. BASIS FOR THE PREPARATION OF FINANCIAL STATEMENTS

The consolidated financial statements of the Group and the financial statements of the Parent
Company (the Bank) have been prepared on the basis of historical cost and using fair market
values, wherever applicable.

3. BASIS FOR THE CONSOLIDATION

3.1. The consolidated financial statements are the composition of financial statement items
for Karafarin Bank (PJSC) and its subsidiary companies liable to consolidation. These entities
are collectively subject to consolidation and presentation in the form of an individual reporting
entity after the required elimination of intercompany transactions and outstanding balances, and
adjustments for any unrealised intergroup gains or losses.

Subsidiaries subject to consolidation are:

» Karafarin Bank Leasing Company

» Omid Karafarin Trade Development Company
» Karafarin Bank Bureau de Change

» Karafarin Abineh Gostar Company

» Karafarin Bank Brokerage Company

» Karafarin Amin Etemad Company

» Karafarin Bank Investment Company

» Karafarin Asr-e-Amin Company
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Karafarin Bank (PJSC)

Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

3.2. Operation results of subsidiary companies which have been acquired during the reporting
period, transferred to the Parent Company as of the date of their effective takeover and operation
result prior to the date of takeover show the Consolidated income statement.

3.3. Company’s shares acquired by subsidiary companies are booked in the accounts at historical
cost and are presented as a contra-equity account under “company shares held by subsidiaries”

on the group’s consolidated balance sheet.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1. Investments

Long-term Investments

Investments in consolidated
subsidiaries

Group Consolidated Accounts

Subject to consolidation

Company Accounts

Historical cost (less any
provisions for impairment)

Investments in affiliated
companies

Equity method

Historical cost (less any
provisions for impairment)

Other long-term investments

Historical cost (less any
provisions for impairment)

Historical cost (less any
provisions for impairment)

Current Investments:

Long-term Investments

Investments in trading securities

Group Consolidated Accounts

Lower of cost and net realisable
value on an aggregate portfolio
basis

Company Accounts

Lower of cost and net realisable
value on an aggregate portfolio
basis

Other short-term investments

Lower of cost and net realisable
value on the basis of individual
investments

Lower of cost and net realisable
value on the basis of individual
investments

Revenue Recognition Method:

Long-term Investments

Investments in  consolidated

subsidiaries

Group Consolidated Accounts

Subject to consolidation

Company Accounts

On approval of profits by the
investee’s shareholders’ general
assembly (up to the endorsement
date of the accounts)

Other current and

investments

long-term

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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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

4.2. Tangible Fixed Assets

4.2.1. All tangible fixed assets, except for land and goodwill (see note 4.2.2. below), 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 capitalised 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.

4.2.2. Land and goodwill are both measured and reported on a revaluation basis. The frequency
of asset revaluations in the Bank is five years. The process is conducted by independent valuation
experts.

4.2.3. Depreciation on tangible fixed assets is based on the Depreciation Charts of Section 151
of Direct Taxes Act. The rates and methods applied are as follows.

Asset Depreciation Rate and Method
Buildings and Utility Equipment 7% Declining Balance
Automotive Vehicles 25% and 35% Declining Balance
Computer Systems’ Hardware 3 and 10 years Straight Line
Automated Teller Machines 10 years Straight Line
Furniture and Fixtures 10 years Straight Line
POS 10 years Straight Line

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 unutilised 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 Taxes Act.

4.3. Intangible Assets

All intangibles are reflected in financial statements at historical cost of acquisition after deduction
of accumulated depreciation and devaluation. According to CBI Circular MB/2946 of 7 March
2007, administrative and operations software are amortised using the straight line method over a
5-year period. Goodwill is no longer subject to any amortisation.
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Karafarin Bank (PJSC)

Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

4.4. Income Recognition on Facilities, Commissions and Penalties

According to Circular MB/772 dated 18 July 2005 of Banking Studies & Regulations of CBI and
based on the ratification 1044 dated 16 July 2005 of Money & Credit Council, income recognition
of the Bank is based on commitment method.

Income Recognition method

Interest on loans and

' : o Based on time, principal balance and minimum expected interest rate
financial facilities

Penalties Based on time, outstanding amount and penalty rate

4.5. Basis for Determination of Depositors’ Share of Income from Joint Activities

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
MB/1799 of 8 January 2004, all income from loans and financial facilities and investments in shares
and participation securities that are accounted for under the Bank’s accounting and financial
reporting procedures will be recognised as income from joint activities. Depositors’ share of such
income is based on their net resources contributed to the income-generating activities, which will
then be credited to their accounts after appropriate deductions for the Bank’s procuration and
agency fees. It is noteworthy that for outstanding and doubtful instalments commitment profit is
not recognized.

4.6. Classification of Financial Facilities

The Bank evaluates and classifies it financial facilities 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 dated 24 February 2007 of the Office
of Banking Studies and Regulations) 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 financial facilities.

A) Current Facilities: Financial facilities for which principal and interest have been serviced on the
due date or facilities that have been past due for less than 2 months.

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

C) Non-performing Facilities: Financial facilities for which repayment of principal and interest has
been outstanding and/or facilities which have been non-performing for over 6 but less than 18
months and the customer has not yet made any clear attempt to repay outstanding amounts.

D) Doubtful Facilities: Financial facilities that have been outstanding for over 18 months and for
which the customer has yet made not clear attempt to repay outstanding amounts.
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

4.7. Provisions for Loan Losses

Doubtful facilities 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 Office of Banking Studies and Regulation). This
approach leads to the following classes of provisions.

» General provisions at 1.5% of total facilities’ balances after deduction of those facilities that are
subject to special provisions.

» Special provisions for the balance of past due, non-performing, and doubtful financial facilities.
This is calculated based on the factors outlined in the following table after accounting for the value
of security attributable to each individual facility.

Facility type Factor
Past Due Facilities 10%
Non-performing Facilities 20%
Doubtful Facilities (based on customer-specific assessments of repayment ability) 50 to 100%
Doubtful Facilities Outstanding for 5 Years or More 100%

For those facilities which their due date was more than five years ago, a special provision is
calculated without considering security.

4.8. 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.

4.9. Accounting for Changes in Currency Exchange Rates

Foreign currency monetary items will be exchanged at official rate at the date of balance sheet and
non-monetary items registered in foreign currency based on historical cost, will be exchanged at
official rate at the date of transaction. The differences in the settlement or the exchange of foreign
currency monetary items are identified as income or periodical expenses and will be reflected in
Income Statement.
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Karafarin Bank (PJSC)

Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

5. CASH
Iltems comprising the consolidated and parent company cash balance reported on the balance
sheet date are as follows.

Vault Cash — Foreign Currency 381,130 26,701 378,700 26,701

5.1. Vault cash is held by the Bank’s branches at year end. Insurance coverage for vault cash
against potential risks arising from theft or fire is fully provided by Karafarin Insurance Company.

6. DUES FROM THE CENTRAL BANK OF IRAN

Statutory Deposit (6-1) 9,327,283 6,349,675 9,327,283 6,349,675
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

Annual

Report

6.1. Legal reserves held at the CBI in execution of Clause 3 of Article 14 of the Monetary &
Banking Act and are calculated in accordance with the rates determined by the Monetary & Credit
Council and approved by the CBI. The mentioned legal reserve are as follows.

March 20, 2014 March 20, 2013
Rate (Percent) IRR million Rate (Percent) IRR million

Demand Deposits 17% 270,667 17% 724,165
Gharz-al-Hassaneh Savings o o
Deposits 10% 269 10% 240
ghm't.erm & Special Short-term 15.5% 4,456,616 15.5% 2,272,652

eposits
1-year Long-term Deposit 15% 2,352,752 15% 90,287
2-year & 3-year Long-term 1% 358,317 1% 772,254
Deposits
4-year & 5-year Long-term o o
Deposits 10% 1,618,330 10% 2,254,792
Other Deposits include
Guarantees & L/C Advances 17% 270,332 17% 235,285
Received

9,327,283 6,349,675

6.2. This amount is related to purchase of EUR835,750 and JPY4,084 million from the Central
Bank of Iran received on March 22, 2014.

6.3. Towards the end of 2011-12 period, the Central Bank of the Islamic Republic of Iran (CBI),
indebted the Karafarin Bank (this was also the case with all Iranian banks and Karafarin Bank’s
position was better than other banks) in the amount of IRR741 billion due to the difference in
currency rates. In executing the resolution of CBI's executive board and in assessing the truth
regarding withdrawals from the banks’ accounts, the CBI requested the submission of relevant
documents and evidence by July 6, 2014 at the latest. Based on the existing records in the
CBI inspectors’ initial report (during 2012-13 period), of the total withdrawals, IRR4,544 had to
be returned to the Bank. However, having submitted evidence and appealed against the said
withdrawal, the Bank believes that the full withdrawn amount should be refunded to it.
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

7. DUES FROM BANKS AND CREDIT INSTITUTIONS

Accounts with Banks
and Credit Institutions-

FCY

7.1. IRR deposit held with banks are as follows:

(7-1) 3,444,530 5,150,371 3,379,744 5,138,531

Bank Sarmayeh

Bank Ansar

Other Banks

2,500,000

944,530

1,000,014

1,300,000

350,357

2,500,000

879,744

1,000,014

1,300,000

338,517
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8. LOANS AND FACILITIES

Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements

For the Year Ended March 20, 2014

The Bank’s financial products in Islamic (Shariah-based) contracts as at the statement of financial
position date consist of the following items.

Group Company
March 20, March 20, March 20, March 20,
2014 2013 2014 2013
IRR million IRR million IRR million IRR million
Morabeheh (Instalment Sales) 85,106 103,683 85,106 103,683
Joa/a_: (Commissions-based 664 2075 664 2075
Services)
Yara Thumma al-Bai (Hire 875,223 450,387 14,856 18,619
Purchase)
LIRS (ROETHEDTREE 6,031,815 5,575,171 6,031,815 5,575,171
Banking)
Mosharekat-e-Madani (Joint 44,910,554 30,334,352 44,910,554 30,334,352
Partnership)
Non-IRR Products 580,202 842,406 580,202 842,406
Personnel Facilities 1,000,822 960,326 1,000,822 960,326
Overdue Facilities 726,451 1,933,504 726,451 1,933,504
Differed Facilities 2,607,481 1,920,651 2,607,481 1,920,651
Doubtful Facilities 3,023,484 2,598,721 3,023,484 2,598,721
Total 59,841,802 44,721,275 58,981,435 44,289,508
Mozarebeh & Mosharekat-e-
Madani Funds Received (2,203,080) (1,540,473) (2,203,080) (1,540,473)
Profit of Future Years (623,015) (568,256) (623,015) (568,256)
Loan Loss Provisions- General (919,002) (709,731) (905,525) (702,706)
goa”.".oss Provisions- Loan (1,181,377) (1,041,580) (1,181,377) (1,041,580)
pecific
Total 54,915,327 40,861,235 54,068,438 40,436,492
Debtors of Paid L/Cs 40,934 685,492 40,934 685,492
Doubtful Debts of Paid L/Cs 549,583 826,030 549,583 826,030
Debtors of Paid Guarantees 9,881 31,796 9,881 31,796
SRR ClrlFets 316,080 389,079 316,080 389,079
Guarantees
Net Facilities 55,831,805 42,793,632 54,984,915 42,368,889
DIEIRES B Hieil REeEEllE @ 3,296,227 2,723,079 3,296,227 2,723,079
Facilities
Debtors of Profit Receivable of
Paid L/Cs 282 10,817 282 10,817
Total Facilities 59,128,314 45,527,528 58,281,424 45,102,785
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8.1. Loans and facilities based on related principle, interest and provisions.

Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements

For the Year Ended March 20, 2014

Annual Report
2 0 0

1 3 -

2 1 4

Mobareheh

ljara Thumma
al-Bai (Hire
Purchase)

Mozarabeh

Banking)

(Instalment Sales)

(Retail/Corporate

679,621

868,086

6,744,448

627,423

440,771

6,146,611

1,197,442

48,021

7,018,126

(490,089)

(17.877)

(27,732)

(8,947)

(273,678)

679,621

21,196

6,744,448

627,423

16,028

6,146,611

Non-IRR Products 1,721,269 1,854,290 1,872,629 (76,033) (75,326) 1,721,269 1,854,290

Debtors for Paid 1477 417,829 19,760 - (8.284) 11477 417,830
uarantees
Debors for 3,179,562 2,268,469 3,296,509 (116,946) 3,179,562 2,268,469
Facilities Profit
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8.2. Disaggregation based on type of financial facilities according to the Money and Credit
Council’s Classification Manual is outlined in the following table:

Morabeheh

Instalment 1,071,813 1,197,442
(
Sales)

ljara Thumma
al-Bai (Hire
Purchase)

Mozarebeh
(Retail/Corp. 5,670,063 297,852 971,285 7,018,126
Banking)

Non-IRR 580,202 108,019 1,184,408 - 1,872,629
Products

Debtors

for Paid 9,881 - - 9,880 19,761
Guarantees

| 52756448 833,380 2,939,449 4,462,064 | 60,991,340

Loan Loss
Provisions- (196,883) (169,066) (815,428) (1,181,377)
Loan Specific
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8.3. Financial facilities based on maturity and interest rate are disaggregated as follows.

2013-14 5,092,676 13,873 3,441 -- 753,051 5,863,040 | 35,321,183

after

8.4. Financial facilities to other people based on type of pledge.

Land, Building & Machineries 23,423,723 18,950,844

Check & Promissory Note 21,764,413 14,708,060

Other Assets 452,822 938,596

Without Pledge - -
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9. DEBTORS FOR TERM LETTERS OF CREDIT

Less: General Provision for
Doubtful Debts (2,031) (7,901) (2,031) (7,901)

The following heading includes the opening of term letters of credit for which the parties are
committed to settle at the maturity date. It is noteworthy that the amount of credit is paid to the
correspondent on the maturity date and the related debtors on the above heading, are transferred
to the heading of paid letter of credit.

10. ACCOUNTS RECEIVABLE

Sundry Debtors =1 (10.1) 523,001 315,864 1.107,695 825,621

Prepayments (10-3) 315,301 22,759 133,784 8,317
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10.1. Sundry debtors (local currency- IRR) include the following items.

Dividend Receivable | (10-1-1) 63,419 91,016 505,209 491,699

Karafarin Bank
Investment Co.

Others

445,121

197,742

176,101

197,188

198,806

108,010

10.1.1. Dividend receivable is as follows:

Karafarin Bank Investment Co.

Karafarin Bureau de Change

Karafarin Asr-e-Amin Insurance
Co.

Karafarin Insurance Co.

19,198

279,494

21,996

2,277

19,197

276,946

80,000

2,277

6
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PerS|ar) Gulf Petrochemical 5844 5.844
Industries

TewanGememco. | am| o am o
WA a0 0w o
TwowRamey a0 om0 o
enteso w0 om0

Behshahr Industries 75 75
Development

10.1.2. This figure represents accrued interest on participation securities that have been accounted
for and recognised under the accrual method.
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10.2. Sundry debtors (foreign currency) include the following items:

Our Foreign Currency Cheques 211,394 127,474 211,394 127,474

Foreign Currency Facilities 4,282 0 4,282 0

Others 388,407 33,398 388,406 33,398

10.3. Prepayments as at the balance sheet date comprise the following items:

Rent, Repair & Maintenance of
Building

Computer Systems

Printing

Others

129,440

288

63,923

502

313

4,745

14,136

129,440

288

198

502

313

4,745

7
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11. PARTICIPATION SECURITIES & FUNDS WITH FIXED INCOME

For the Year Ended March 20, 2014

Water and Sewerage

Arman Karafarin Investment
Fund

1,000,000

46,852

127,558

372,000

1,394,510

25,110

273,367

1,000,000

23,500

87,017

372,000

1,394,510

23,500

87,017

The breakdown of the Bank’s Investment Funds at the date of balance sheet is as follows:

Arman Karafarin Investment Fund
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12. INVESTMENTS

Long-term Investments (12-2) 1,029,092 826,403 479,771 482,121

12.1. Investments in marketable securities are grouped as follows on the balance sheet date. All
amounts are in IRR million:

Sokuk 450,220 450,040 450,220 450,040

Chemical Products 265,392 325,797 265,392 325,797

Multi-functional Industrial

: 90,986 136,277 90,982 136,277
Companies

Oil & Gas Extraction & Side

. 12,077 26,263 12,077 26,263
Services

Insurance 1,850 2,974 1,838 2,974

Transportation 2,558 0 2,558 1,857

Financial Investment 108 137 108 137

7
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12.2. The balance of long-term investments is as follows:

Karafarin Bank
Investment 200,000,000 | 159,969,000 79.98% 0
Company (12-2-1)

o

159,969 159,969

Karafarin Bank

50,000,000 49,999,996 100% 0 0 50,000 50,000
Brokerage Company

Karafarin Bureau de

20,000,000 19,996,000 99.98% 0 0 19,996 19,996
Change

Construction of

0 0 0 541,063 531,296 0 0
Branches

Amin Etemad

Karafarin 0 0 0 700 0 0 0

12.2.1. The Bank’s investment in Karafarin Bank Investment Co. decreased 30% on May 10,
2014. The Bank’s ownership percentage in the mentioned company is 49% at the date of this
report.
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12.3. Details of Group’s subsidiary and affiliated companies are as follows:

Affiliated Companies:

Subsidiary Companies:

Cash, instalment & hire

Karafarin Leasing Co. 100 100 100
purchase sales

Trading foreign
Karafarin Bureau de Change Tehran 100 100 currencies, coins gold
& silver

Omid Karafarin Trade Tehran All legal trade activities
Development Co.

Investment in Affiliated
Companies (Karafarin 244,824
Insurance Co.)

Quota from Profit of Affiliated

Companies — Performance

of 2012-13 and 6 Months of (21,.372)
2013-14
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13.3. Ratio of Net Fixed Assets to Shareholders’ Equity

Less:

Net Balance- Immovable Assets

Capital Prepayments

Movable Assets

Accumulated Depreciation- Movable Assets

Intangible Assets

Net Fixed Assets

Ratio of Net Fixed Assets to Equity less Retained
Earnings and Unearned Income

431,327

(146,298)

3,314,569

452,688

3,908,278

9,242,638

86%

N}
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14. INTANGIBLE ASSETS

Goodwill 3,736,682 3,173,064 3,736,682 3,173,064

Deposit for Landline Rights 13,276 2,920 13,126 2,786

15. OTHER ASSETS

Repossessed Collateral 690,833 615,460 681,782 606,445

Inventory of Movable Furniture 15,953 27,465 15,953 27,465

Others 45,108 558 1,739 378

16. DUES TO THE CENTRAL BANK OF IRAN

Foreign Currency Term Deposit 8,778,575 1,793,545 8,778,575 1,793,545

g“es_ for Foreign Currency 179,402 155,133 179,402 155,132
rovision
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17. DUES TO BANKS AND CREDIT INSTITUTIONS

Banks’ Deposits Held (17-1) 1,382,614 501,177 1,382,614 501,177
with Us

Interbank Credits- 12,898 8,959 12,898 8,959
Cheque Clearing

Others 249,898 325,887 249,898 325,887

17.1. Banks’ deposits held with us are as follows:

Banks’ Investment Deposits
Held with Us (17-1-1) 305,313 2,794 305,313 2,794

17.1.1. Banks’ investment deposits held with us are as follows:

Tose’eh Credit Institute 5,297 5,297

17.2. Facilities received of Group companies are mainly related to Karafarin Leasing Co.
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18. DEMAND DEPOSITS

Current Gharz-al-Hassaneh
Deposits- Iranian Rial (LCY) 1,452,101 2,193,094 1,452,101 2,193,094

Portion

19. GHARZ-AL-HASSANEH SAVINGS DEPOSITS

Savings Gharz-al-Hassaneh
Deposits- LCY (IRR) 7,891 2,488 7,891 2,488

20. TERM INVESTMENT DEPOSITS

Long-term Investment Deposits 35,165,829 31,614,140 35,165,829 31,453,330

Short-term Special Investment 9,280,534 2.290,992 9,280,534 2,290,991
Deposits
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20.1. Term investment deposits based on currency unit are as follows:

Long-term
Investment 34,791,164 374,665 | 35,165,829 | 31,110,886 342,444 | 31,453,330
Deposits

Short-term Special
Investment 9,280,534 9,280,534 | 2,290,991 2,290,991
Deposits

20.2. Non-IRR (FCY) term investment deposits are disaggregated by foreign currency at
the balance sheet date as follows:

4,727,610 165,211 2,398,111 83,804 | 7,125,721 249,015

UAE Dirham 173,000 1,182 65,000 238,000 1,626
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20.3. Interest rates on IRR term deposits are outlined in the table below:

1

I

2

One-year Deposit

Three-year Deposit

Five-year Deposit

Short-term Deposit

17% - 23%

18.5% - 24%

20% - 34%

7%-18%

18%

73%

170%

17%

19%

20%

7%

18%

73%

170%

20.4. The table below presents a classification of term investment deposits by maturity and

interest rates:

2014-15

2016-17

2018-19

25,744,349

3,063,108

6,194,834

445,637

8,016

30,250

2,496,305

28,716,541

3,071,124

6,194,834

16,251,447

1,422,625

381,086

8
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20.5. Flow term investment deposits are as follows:

Two-year Deposit 63,198 2,622,861 (952,771) 1,733,288

Four-year Deposit 57,843 9,832 (37,702) 29,973

General Investment Special

Certificate of Deposit 7,159,405 19,409,574 (23,918,434) 2,650,545

Special Short-term Deposit 2,290,991 8,286,200 (1,296,655) 9,280,536

In order to achieve further customer satisfaction and to attract additional resources, the Bank has
introduced new banking products such as the Shamim Short-term Deposit Account (18% interest),
Shaghayegh Two-year Deposit Account (20% interest), Special One-Year Deposit Account (21%
to 23% interest), Shokoufeh Short-term Investment Account (22% interest), Norouz Special Three-
Month Short-term Account (23% interest) as well as the One-Year Deposit Certificate offering a
20% premium interest rate.

21. OTHER DEPOSITS

Cash Deposits on L/Gs- FCY 118,910 91,404 118,910 91,404
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22. INCOME TAX PAYABLE

Opening balance 580,962 611,343 564,263 586,768

Paid during the reporting period (734,345) (458,081) (716,364) (404,958)
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22.1. Summary of the Bank’s tax position over past financial reporting years is described in the
table below:

(in IRR million)
Profit Taxable 20.03.2014 - Taxation 20.03.2013
Financial (loss) filed Income . . Assessment
Period by the Filedby  As Filed As Final Paid Provision  Provision Method
Bank the Bank Assessed Balance Balance
2003-04 156,710 12,177 2,640 29,857 38,441 11,620 0 o | Assessment
of Books
2004-05 215,976 35,876 8,072 47,838 37,010 37,010 7,883 7,883 | AAssessment
of Books
2005-06 350,189 83,688 18,830 74,640 71,228 71,228 0 g | Assessment
of Books
2006-07 529,949 | 164,155 36,935| 149490 | 143415 143,415 0 | S
of Books
2007-08 819,626 | 335,500 75487 |  214,937| 2320622| 232,622 0 o | Assessment
of Books
2008-09 | 1,450,215 | 1,034,006 | 232,651 356,962 | 382,062 382,062 0 | FEEEESE
of Books
2009-10 | 1,905,660 | 1,174,394 | 234,879| 366,587 | 408,273| 360,587 0 123,638 Azsfestg;‘:"t
2010-11 | 2,033,281 | 1,103,093 | 220,616| 501,440| 411,428 220,619 0 90,272 A‘:‘;e;jg?(esm
2011-12 | 2,788,856 | 1,941,225| 388,245| 629,956 0| 388,245 0 o | Assessment
of Books
2012-13 | 3,177,000 | 1,912,266 | 382,453 911,742 0| 382453 0 g | CEsesE
of Books
2013-14 | 3,971,082| 2,949,742 | 589,948 0 0| 100,000| 489,948 0 | Not Surveyed
Total 497,831 624,247
Tax Prepayment (59,984) (59,984)
Tax Payable 437,847 564,263

22.1.1. The corporate tax for the 2002-03 financial year and prior years are final and have been
settled.

22.1.2. The final tax assessment for the 2003-04 period has been issued. In line with Article 259
of the Direct Taxation Act, the Bank has paid one-third of the payable taxes and has appealed
against the above assessment to the Taxation High Committee.

22.1.3. The final tax assessment for the 2004-05, 2005-06, 2009-10 and 2010-11 periods have
been issued. Whilst paying the related taxes, the Bank has submitted its appeal to the Taxation
High Committee.

22.1.4. The Bank’s appeals against the tax assessments for the 2011-12 until 2012-13 periods
are being processed.
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23. INTEREST PAYABLE (TO DEPOSITORS)
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Special Short-term
Deposit

Two-year Deposit

Four-year Deposit

Certificate of General
Investment Deposit

11,278

1,399

1,342

427,425

144,504

9,010

1,392,845

7,800

2,637

164

(438,704)

(145,903)

(10,351)

(1,392,845)

7,799

2,637

165

24. PROVISIONS & OTHER LIABILITIES

Foreign Currency Bills of Clients

Debts of Customers of L/Cs

Contractors’ Goodwill Deposit

Other Liabilities

693,130

324,469

25,326

687,377

723,745

275,232

22,225

328,268

693,131

160,118

25,326

738,466

723,745

275,232

22,225

293,977

8
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25. DIVIDEND PAYABLE

Payment during the Year (1,148,073) (671,313) (1,183,350) (675,316)
Ratified Dividend 2,337,500 675,000 2,337,500 675,000

25.1. According to the ratification of the Ordinary General Assembly Meeting dated July 16,
2013, the Bank is required to pay the amount of IRR2,338 billion in dividends to its shareholders
within two stages. In the first stage the amount of IRR150 has been paid for each share. In the
second stage, the amount of IRR172 for each share has been deposited in the accounts of
those shareholders who did not participate in the Bank’s capital increase. The remaining amount
required for the mentioned capital increase has been funded via share floating at the Securities
& Exchange Organization.

26. PROVISIONS FOR EMPLOYEES’ TERMINATION BENEFITS

Provisions - Opening Balance 132,551 95,388 130,082 93,798
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27.1. The Bank’s capital on the date of establishment was IRR30,000 million (comprising
30,000,000 shares with a face value of IRR10,000 per share). The Bank subsequently increased
its capital level at various stages as outlined below and at the close of the financial period ending
20 March 2013, the capital was increased to IRR7,250 billion (comprising 7,250 million shares
with a face value of IRR10,000 each).

Date ?nlz(::;:r Adg:ilgr::iluci::rsital z;ﬂtamlihgﬁ Source of Additional Capital
02.08.2001 233% 30,000 100,000 | Shareholders’ loan and cash
22.12.2001 100% 100,000 200,000 | Shareholders’ loan and cash
13.11.2004 75% 150,000 350,000 | Shareholders’ cash
26.09.2005 100% 350,000 700,000 | Shareholders’ loan and cash
19.12.2007 50% 350,000 1,050,000 | Shareholders’ loan and cash
06.12.2008 90% 950,000 2,000,000 | Shareholders’ loan and cash
03.10.2010 50% 1,000,000 3,000,000 | Shareholders’ loan and cash
11.09.2011 50% 1,500,000 4,500,000 | Shareholders’ loan and cash
22002012 | 61% 2,750,000 7,250,000 | Revaluation surplus & retained

profit

Capital increase which amounted to IRR1,250 billion was provided from shareholders’ loan and
cash. In May 28, 2014, the capital increase registered in Companies Registry Office and the

capital of the Company reached IRR8,500 billion.
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27.2. Composition of shareholders at the date of balance sheet is as follows:

March 20, 2014

March 20, 2013

No. of Shares e ) No. of Shares LR
Shares Shares

Legal Entities
(SF?JbS‘“CT)a amin Investment Co. 640,393,948 8.8% 602,385,572 8.3%
Karafarin Insurance Co. (PJSC) 551,754,139 7.6% 344,219,673 4.7%
]g‘g'r Investment Co. (Private 365,000,000 5.0% 630,715,552 8.7%
Z“P‘i?\;gtgjgjg‘fh IENED €. 362,500,000 5.0% 362,500,000 5.0%
(TszsaieEfggsad Farda Co. 362,500,000 5.0% 362,500,000 5.0%
3";8; Afarinan Doran Co. (Private | 465 54 g9 5.0% 362,500,000 5.0%
Ideh Gostar Dour Andish Co. o o
(Private JSC) 362,490,000 5.0% 0 0.0%
Modabber Kesht Tous o o
Agricultural Co. (Private JSC) =2 Bt 0 Bz
Ayandeh Sazan Economic o o
Development Co. (Private JSC) 180,966,051 2.5% 180,966,051 2.5%
South Kar va Andisheh Co. (Ltd.) 90,625,362 1.3% 90,625,362 1.3%
:'\r’gah va Ta’amin Atieh Omid 80,710,654 11% 0 0.0%
JPngs;an IMTERIEmS 2 (FVE 74,700,000 1.0% 75,500,000 1.0%
Tous Asphalt Co. (Private JSC) 72,698,409 1.0% 72,698,409 1.0%
Sarmayeh Gostar Dour Andish o
Co. (Private JSC) 0 0 362,500,000 5.0%
(S;Jpsag?n Industrial Group Co. 0 0 77.944.176 1.1%
Total 3,761,459,155 51.88% 3,525,054,795 48.62%
Real Entities 1,672,560,454 23.07% 1,551,383,392 21.40%
Others (Less than 1%):
Real Entities 355,052,554 4.9% 500,010,848 6.9%
Legal Entities 1,460,927,837 20.2% 1,673,550,965 23.1%

7,250,000,000 100% 7,250,000,000 100%
No. of Shareholders:
Legal Entities 4,116,511,709 167 Persons | 4,025,065,643 190 Persons
Real Entities 3,133,488,291 | 7,780 Persons | 3,224,934,357 | 8,172 Persons
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27.3. Shares of the Parent Company in ownership of the affiliated companies:

27.4. Capital Adequacy

The Capital Adequacy Ratio (CAR) is measured by dividing the Bank’s capital base by its risk-
weighted assets. Based on the requirements of the Basel Accord, this ratio should be no less than
8 percent in all banks. The CAR, which is a key indicator in analyzing the financial statements of
banks, may reflect a bank’s ability in confronting unforeseeable risks and losses. The table below
presents the Bank’s CAR between two recent time intervals. It is noteworthy that the mentioned
ratio was adjusted based on the latest correspondence with the Central Bank of Iran in March 20,
2013.

Paid-in Capital 5,250,000 5,250,000

Retained Earnings 3,216,384 2,684,420

General Provisions on Loans and Investments 907,556 710,607

Total Base Capital Before Deductions 2,907,556 2,710,607

2,564,062 2,692,554

Total Risk-weighted Assets (27-5) 79,990,641 61,636,587
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27.5. Risk-weighted Assets

State _F"artlmpatlon 1,394,510
Securities

Prepayments 133,784 133,784 8,317 8,317

Debtors on Deferred

LiCs 133,397 100 133,397 518,847 100 518,847
Net Fixed Assets and 8,606,410 100 8,606,410 7,246,432 100 7,140,851
Goodwill

Commitments

on L/Gs issued 3,254,639 100 3,254,639 | 2435018 100 2,435,018

(conversion factor:
20%)

Commitments

onL/Cs issued 1,056,603 1,056,603 | 1,011,153 100 1,011,153
(conversion factor:

20%)
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28. STATUTORY RESERVES

Appropriated from Net Profit 511,057 431,140 507,170 419,182

28.1. Based on article 33 of the Money & Banking Regulations, 15 percent of net profit is allocated
annually to statutory reserves. Annual appropriations to statutory reserves will continue until the
retained balance in this account equals that of the Bank’s paid-in capital.

29. MINORITY INTEREST

Capital 61,758 40,031
Retained Earnings (58,230) (22,711)
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30. INTEREST ON LOANS AND FACILITIES

Late Payment Penalties (IRR) 979,276 1,631,753 979,276 1,616,933
s zeso om0

31. INTEREST ON DEPOSITS AND INCOME FROM INVESTMENTS

Non-joint Ir?come- Investments 86,915 43,606 86,915 43,606
and Deposits
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Annual Report
0

2 0 1

3 - 2 1 4

Dividend of Affiliated

Interest on Deposits

Interest on Statutory
Reserve — Bank’s Quota

200,246

881,956

5,343

284,859

955,391

5,645

245,769

881,956

5,343

348,505

955,391

5,645

Profit from Investments - 1,246,011 1,639,526 1,246,011 1,639,527
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31.1. Dividend of companies is as follows:

Khouzestan Steel 20231 0 20231 0

Caramowececage | o o e  room]
ParsnOr6GasDevecprent | o560 rawe o
Cammiesng o o om0 can]
o ras orocnemea nausves | ses o s o
wazpowerome | ame o sm o
omspcuson | oae o asm o
Pauspomcremo | aae om0 zmm  oow]
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31.2. Profit (loss) from sales of companies’ shares in the Parent Company is as follows:

Cconras oo | coman | voers|  ossw0 oems| ol
e am|  aws  ww| )
Gorsnsomimeseniing | 0| ows| s s ol
w0t 0| ems| o e s
Cowcrorooum | 0| e s wmm| ol
s | 0| oum|  awe e
Gemor | swo|  mwr|  swo | o
Tvncomen | amee| | e em| ol
Swammesmen | 0| amo|  sze  ams| o
Cncemcws | 0| amo|  ams s s
Cntsomomis | 0| |  ame s o
Coescomen | osam|  awo| e e ol
Smncomen || e s am| o
s | aowen|  awo| e s ol
oo 2compe | 0| tews|  woonws| ol
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32. INTEREST PAID ON INVESTMENT DEPOSITS

Short-term (3-month) Special
Deposit

Short-term (6-month) Special
Deposit

Special Deposit (11-month)

Two-year Deposit

Four-year Deposit

Investment Deposit Guarantee
— Public (1-year)

Investment Deposit Guarantee
— Public (3-year)

369,158

4,832

279

144,504

9,010

24,779

1,199

75,234

19,209

498

12,021

11,625

1,776

369,158

4,832

279

144,504

9,010

24,779

1,199

75,234

19,209

498

12,021

11,525

1,776
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33. DIFFERENCE BETWEEN FINAL AND ON-ACCOUNT PROFIT INVESTMENT DEPOSITS

The difference between final and on-account profit investment term deposits of the clients based
on the CBI Circular No. 87/126331 dated 08.05.2008 is calculated as follows:

March 20, 2014 e
IRR million IRR million IRR million

Average of Granted Facilities 53,274,490 36,895,071
Average of Investments 2,335,612 1,072,018
Average of Deposits & Deposit Guarantees 3,701,671 4,556,360
Average of Participation Bonds 834,167 2,973,053

60,145,939 45,496,501
Less: Net Resources of Depositors:
Average of Investment Deposits — IRR 54,275,537 40,112,918
Average of Legal Deposit (6,595,202) (4,542,679)
Net Resources of Depositors 47,680,335 35,570,238
Bank’s Resources 12,465,604 9,926,263
Profit of Granted Facilities 12,161,365 8,174,154
Profit of Participation Bonds 211,137 594,150
Profit of Deposits 881,956 955,391
Profit of Investments 681,564 580,569
Total Joint Profit 13,936,021 10,304,264
Depositors Profit Quota from Joint Revenues 11,047,698 8,056,116
Profit of Legal Deposit 66,003 46,380
Benefits of Depositors 11,113,701 8,102,496
Attorney Fee (2.5% per Year) (1,356,888) (1,002,823)
Payable Benefits to Depositors 9,756,813 7,099,674
\F;:iadr On-account Profit to Depositors during the (9,606,279) (6,463,141)
Deficit of Paid Profit to Depositors 150,534 636,532

* The amounts of granted facilities, investments, participation bonds, investment deposits and
legal deposit calculated based on average 52 weeks per year.
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34. COMMISSION INCOME

Foreign Currency Transactions 246,517 179,541 246,517 179,541
Other Services 157,985 85,105 82,726 53,315

34.1. Commission rate based on services:

A) Issuance of Letters of Guarantee 0.75% - 2.25% of the L/IG

C) Managed Funds 0.25% - 1% of the Amount of Facilities
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35. INCOME FROM FOREIGN EXCHANGE TRANSACTIONS

USD- US Dollar 436,137 73,931 436,137 73,931

KRW- South Korean Won 14,170 15,304 14,170 15,304

GBP- British Pound 5,945 (719) 5,945 (719)

TRY- Turkish Lira 3,913 25,950 3,913 25,950

RUB- Russian Rouble (8,374) 98,566 (8,374) 98,566

CHF- Swiss Franc (133,177) 7,664 (133,177) 7,664

AED- Emirates Dirham (337,583) (2,071) (337,583) (2,071)

p—
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36. OTHER INCOME

Professional Services Fees 72,121 49,268 72,121 49,268

Profit from Sales of Held Assets
for Sales

0 3,210 0 0

Others 172,876 155,497 71,740 105,535

37. GENERAL AND ADMINISTRATIVE EXPENSES

gtherAdm'”'S"at'Ve (37-2) 497,830 414,868 466,005 379,638
xpenses
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37.1. Personnel expenses are as follows.

For the Year Ended March 20, 2014

Wages, Salaries & Allowances

Work Termination Benefits

Others

581,993

68,388

1,481

409,457

48,100

512

529,637

64,165

792

380,448

45,228
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37.2. Other administrative expenses are as follows.

Depreciation Expenses 59,606 61,134 72,875 58,572

Automated Systems’ Expenses 57,382 34,381 55,796 33,551

Water, Electricity, Energy &
Telephone Expenses

Utilities’ Expenses

Training Expenses

Insurance Expenses of Cash &
Assets

Other Expenses

39,116

26,858

3,199

1,640

109,220

30,495

22,503

2,117

1,819

102,991

37,447

25,533

3,199

1,302

83,306

29,314

21,431

2,117

1,392

78,397

* A major portion of fees paid relates to the outsourcing of such services as branch security,

branch cleaning and general maintenance, and postage charges.
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38. LOAN LOSS PROVISIONS’ EXPENSE

For the Year Ended March 20, 2014

Loan Loss Provision- Specific 148,797 310,473 139,798 310,473

38.1. Specific loan loss provision for the year ended 20.03.2014 according to Note 4-7 is as

follows:

Savings & Investment Deposits

Shares of TSE Companies

Coefficient Basis for Calculation
of Specific Provision

Less: Specific Provision at the
Beginning of the Year

108

7,825

67

10%

154,451

20,251

1,235

20%

191,792

7,009

4,650

50 to 100%

695,337

35,085

5,952

1,041,580
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38.2. General loan loss provision for the year ended 20.03.2014 according to Note 4-7 is as

g
g
=
@

Balance of Granted Facilities Based on Note 8 58,281,424

Balance of Deferred L/Cs Based on Note 9 135,428

Coefficient Basis for Calculation of General Provision 1.5%

Less: General Provision at the Beginning of the Year (710,607)

39. FINANCING COSTS
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41. PRIOR PERIOD ADJUSTMENT

Dividend of 2011-12
Period of Subsidiary 59,484 59,484
Companies

41.1. This amount is related to the difference between final performance of 2009-10 period with
the paid amount.

41.2. This amount is related to amendment of recognition method of Group’s dividend.
41.3. In order to draw accurate conclusions from the financial status and operation results, all
comparative items in the financial statements have been adjusted and revised. Therefore, some

of the comparative items in the revised financial statements do not correspond with those of the
previous year’s financial statement.
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42. RECONCILIATION OF PRE-TAX PROFIT TO CASH FLOW FROM OPERATIONS

Pre-tax Profit 4,336,178 3,346,973 3,971,082 3,177,001

Income from Sales of
Investments

Dividend on Investments & Joint
Activities

Adjustments of Surplus of
Revaluation

Profit from Sales of Held Assets
for Sale

Bonus of the Board of Directors

Net Increase in Provisions for
Termination Benefits

(435,795)

(200,246)

(81,708)

(6,113)

55,122

(232,064)

(286,926)

(3,210)

(5,069)

37,162

(435,795)

(245,769)

(4,500)

53,637

(231,680)

(348,505)

(4,500)

36,284

11
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Net Increase (Decrease) in
Operating Liabilities:

Term Investment Deposits 18,578,624 11,069,291 18,681,134 11,243,703

Accounts Payable 4,447,540 2,182,802 4,362,160 2,106,904

Net (Increase) Decrease in
Operating Assets:

Participation Securities 540,319 285,287 394,510 410,050

Accounts Receivable (706,213) 720,116 (740,043) 532,091

Financial Facilities (Islamic

Contracts) (13,947,115) | (10,396,646) |  (13,515,385) |  (10,199,187)

(17,160,477) | (10,237,244) |  (16,696,340) |  (10,072,078)

p—
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43. DISAGGREGATION OF NET INCREASE IN CASH

2

1 4

Cash Position with
Domestic Banks- Post 7 3,444,530 5,150,371
Clearing

Bank Notes, Coins, and

Precious Metals S 662,946 170,306

3,379,744

660,464

5,138,531

168,001

43.1. Non-cash transactions

Transfer from Fixed Tangible Assets to Intangible Assets 563,618

563,618
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45. LETTERS OF GUARANTEE

Commitments on L/Gs Issued-

IRR 16,329,701 12,729,341 16,329,701 12,729,341

Customers’ Commitments on

Counter L/Gs- FCY 75,302 12,535 75,302 12,535

46. MANAGED FUNDS

Profit of Managed Funds 2,000 1,459 2,000 1,459

47. OTHER COMMITMENTS AND OFF-BALANCE SHEET ITEMS

Collateral Pledged against
Financial Facilities (Deposits & 193,409,044 169,440,993 193,409,044 169,440,993
Promisory Notes)

Collateral Pledged against
Financial Facilities 34,018,790 19,390,498 34,018,790 19,390,498
(Shares & Securities)

77,084,704 12,006,954 77,084,704 12,006,954
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48. CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES
The Bank has no contingent liabilities on the balance sheet date and capital commitment for
branches development is IRR470,652 million.

49. EVENTS AFTER THE BALANCE SHEET DATE

1) On May 28, 2014, the capital of the Bank increased from IRR7,250 billion to IRR8,500 billion.
2) On May 10, 2014, the investment of the Bank in Karafarin Bank Investment Co. decreased
30% and the Bank’s ownership percentage in the mentioned company was 49% at the date of
this report.

50. RETAINED EARNINGS AT THE END OF THE YEAR
Regarding the following items, the allocation of retained earnings at the end of the year depends
on the ratification of Shareholders’ Ordinary General Assembly Meeting.

Amount
IRR million
Legal Duties:
Distribution of at Least 10% of the Net Profit of 20.03.2014 Based on Article 90 of the
338,113

Amendment of Trade Act
Maximum Distributable Profit:
Balance of Retained Earnings at the End of 2013-14 Period of the Parent Company —

. 3,216,384
Less:
Deficit of Tax Provision Based on Recognized & Final Papers (500,000)
Proposed Bonus of the Board of Directors (6,000)
Maximum Distributable Dividend 2,710,384
Board of Directors’ Proposal
Proposed Dividend of the Board of Directors 2,550,000
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50.1. Situation of profit paid during the past five years:

(IRR million)

2009-10
Period

From 6 June 2010 1,200,000 1,191,750 4,232

2011-12
Period

From 16 June 2012 1,425,000 1,401,804 7,813

* All of the shareholders’ claims were settled a few days following the holding of the General
Assembly Meeting and the unpaid amounts are due to the shareholders who did not make their
collections or failed to notify the Bank of their account details.
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For the Year Ended March 20, 2014
51. FOREIGN CURRENCY POSITION

(Amounts in Foreign Currency)

5,228,042 145,747,954 (19,303,219) (7,125,721) 124,547,056 67,535,895 49,738,755
m 20,207,186 (6,721,217) (238,000) 13,253,629 191,900,826 -

e | wemem| | weswo
v | eomom| |t e roarom
N I ] R R A )
N R ) R I ] B I

52. BASIC AND DILUTED EARNINGS PER SHARE

52.1. Basic earnings per share are calculated as follows:

No. of Shares 7,250,000,000 | 7,250,000,000
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52.2. During the reported period, the capital increase registered at the Tehran Companies Registry

Office on 28.05.2014, was funded from cash and dues.
52.3. Diluted earnings per share are calculated as follows:

Weighted Average Number of Shares 8,180,643,000 | 8,091,000,000

Adjustment Factor _

Weighted Average of Shares from Priority Share Issuance Date 1,863,013,000

(7,250,000,000 * 3,451) + (1,250,000,000 * 1,000)

Market Value of each Share = = 3,091
8,500,000,000
3,451
Adjustment Factor = ---------=-n-mnmm-- =1.116
3,091

7,250,000,000 * 285 * 1.116

=6,317,630,000
365

8,500,000,000 * 80
=1,863,013,000

365
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2014

54. RE-CLASSIFICATION OF COMPARATIVE ITEMS

54.1. Group’s comparative items are re-classified as follows:

(Amounts in IRR million)

Debtors of FYC Term L/Cs & Bills 526,748 0 7,901 518,847

Investments 1,478,522 30,974 0 1,509,497

Reserves & Other Debts 2,899,833 9,715 2,895,840

Profit f'rom Inve'st.ments & 89,986 46,380 0 43,606
Deposits (Non-joint Incomes)
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54.2. Company’s comparative items are re-classified as follows:

(Amounts in IRR million)

Granted Facilities to Other
Parties

45,094,884 7,901 0 45,102,785

Accounts Receivable 1,302,828 0 307,080 995,747

Tangible Fixed Assets 3,941,886 105,581 0 4,047,467

Reserves & Other Debts 2,864,425 9,715 2,860,432

Profit from Investments &

Deposits (Non-joint Incomes) 89,986 46,380 0 43,606

54.3 Reclassification of comparable items mainly relates to the transfer of general provisions of
doubtful claims of granted facilities from the heading of granted facilities to the term letters of
credit and the transfer of legal reserve prize from the non-joint and joint incomes.
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