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MANAGING DIRECTOR’S STATEMENT

am pleased to present the report

of Karafarin Bank’s outstanding

performance and operations

over the past financial year. The

accomplishments outlined in this
report are undeniably a joint outcome of
genuine efforts made by our committed team
of experts and the support we have received
from our esteemed shareholders on our path
to make yet another successful year in the
Bank’s history. Hence, | would like to take this
opportunity to express my deepest gratitude to
all those who have played a part in the Bank’s
current successful record.

Despite economic impacts as a result of
sanctions enforced against Iran in the previous
year, the former Managing Director and the
executive managers of Karafarin Bank-—to
whom | express my gratitude—have been
successful in overcoming such challenges.
Thanks to the ongoing support of our Board of
Directors and the efforts of our dedicated and
expert colleagues, we have taken effective
steps within the framework of the governing
banking regulations, towards excellence and
growth.

| am also pleased to announce that during the
reporting financial period, Karafarin Bank has
enjoyed growth on different levels and that our
dedicated colleagues have done their utmost in
following professional conduct and in rendering
high-quality services. Although some limitations
continued to remain as far as international
activities are concerned, yet whilst fully
observing the existing laws and regulations,
Karafarin Bank successfully overcame such
limitations. Consequently, this Bank has lived
up to the expectations of its clients, which are
essentially Iran’s major players in the economic
arena.

Our performance indicators and our continuous
achievements in the economic and monetary
sectors clearly demonstrate that Karafarin
Bank remains to be Iran’s pioneering bank as
far as electronic banking is concerned. As a
part of the value-creating activities that define
our over-arching customer-oriented approach
which lie at the heart of our progressive growth
strategy, additional emphasis has been placed
to provide secure electronic banking services to
our valued customers and to implement a wide
range of modern banking products and new
service networks by creating new environments
and branches. All these measures are aimed
at asserting a stronger presence in society,
enabling us to offer improved quality services.

During the previous year, Karafarin Bank
became lIran’s top bank in banking sector
and achieved the second rank among the top
one hundred companies (IMI-100) listed on
the Tehran Stock Exchange (TSE) in terms of
transparency of financial information.

These achievements have undoubtedly
resulted from the collective efforts of our
colleagues and the trust and ongoing support
of our shareholders. We firmly believe that with
the continued support of our shareholders and
customers, we will accomplish further growth
and excellence whilst realizing the Bank’s
greater objectives more than ever before that
can lead to new business horizons and ensure
customer and shareholder satisfaction.

Ataollah Ayatollahi
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BOARD OF DIRECTORS’ REPORT TO THE
ANNUAL ORDINARY GENERAL ASSEMBLY

MEETING FOR THE FINANCIAL YEAR ENDED

20.03.2015

Dear Shareholders,

We hereby present to you the Board of
Directors’ report about Karafarin Bank’s
Annual Ordinary General Assembly Meeting.
The provision of this report fulfils our
compliance with obligations in respect of the
requirements set forth in Articles 232 of the
Commercial Code of 1968 (as amended) and
Article 45 of the Securities & Exchange Act.
This report which has been prepared on the
basis of existing evidence and documents
reflects the operations and general position of
the Bank for the Iranian financial period ended
20.03.2015.

In our opinion, information incorporated in
the report on the Bank’s operations and its
general position, has been prepared and

presented on the basis of emphasizing the
principles of fair presentation of the Board of
Directors’ performance for the reporting period,
consistence with the objective of safeguarding
the interests of the Bank, compliance with the
relevant legal and regulatory requirements as
well as conformity with the Bank’s Articles of
Association. The information included in the
report is accurate, complete and corresponds
to factual events of the past and any
foreseeable future outcomes that could have
been reasonably projected. The report which
was approved and endorsed by the Board
of Directors on 07.07.2015, does not include
any information whose non-provision could
mislead the users.

Board Member

Position

Academic Background

Vice-Chairman & Managing

Mr Ataollah Ayatollahi .
Director

BS in Irrigation & Construction

Mr Fazlollah Moazzami

Member of the Board of Directors

MA in Accounting

Mr Ali Baghayee

Member of the Board of Directors

PhD in Banking

Mr Morteza Azizi

Member of the Board of Directors

BS in Industry

Mr Mohammad Reza Farzin

Member of the Board of Directors

PhD in Economics

Mr Javad Shekarkhah

Member of the Board of Directors

PhD in Accounting

Mr Masoud Azmi

Member of the Board of Directors MBA
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— ECONOMIC REVIEW 2014-15

During the reporting financial period, the Iranian
economy experienced a relative era of calm
and stability, partly due to some external factors
such as the nuclear talks with the Western
powers. Despite some unpleasant events such
as the fall of oil prices to US$44/barrel, the
Iranian economy enjoyed an upturn to the point
where it saw the end of recession.

Inflation rate was under control and month-to-
month inflation rate reached 16.2%. Average
inflation rate for the year was 15.6%. GDP
also grew from IRR1,973 trillion in 2014-15 to
IRR2,032 trillion in the following year, indicating
a 3% growth. Although this growth marks the
end of recession, Iran’s economy has not
yet reached its prerecession level. Average
unemployment rate which was 10.4% in 2013
fell to 10.2% in the following year, indicating no
significant change.

Liquidity, deposits and money base fell by
March 2015, demonstrating CBl's success
in controlling liquidity. Statistics show that the
CBI's claims from the public sector fell from
IRR38.7 trillion in March 2014 to IRR38.5
trillion in the following year. However, the CBI
was unable to prevent the banks from excess
withdrawals. Hence, CBI claims from the banks
increased by 42%. The rate of liquidity growth
was 22.3% which is less than the 30% in the
similar period in the previous year.

The oil sector, which is the main source of Iran’s
hard currency revenues, enjoyed a 4.8% growth
compared to the previous year. However, in
spite of this considerable growth, the oil sector
is still lagging behind its own performance prior
to the enforcement of the sanctions enforced
against Iran. Whereas in 2011-12 period (before
the enforcement of the sanctions), the oil sector
accounted for 16% of Iran’s GDP, this share
had fallen to 10% by 2014-15.

Value added growth of the agriculture sector
reached IRR136 trillion, which shows a growth
of 3.8% in comparison with the previous year.
This sector currently accounts forless than 7% of
Iran’s GDP. Referring to the construction sector,
its value added growth reached negative 0.4%
during the reporting fiscal year, demonstrating
a mild recovery trend in comparison with its
negative value added growth of 3.1% in the
previous year.

Value added growth of the construction sector
was minus 0.4%, which in comparison with the
negative 3.1% in the past year, demonstrates
relative recovery.

During the 2014-15 period, the Tehran
Stock Exchange (TSE) Index experienced a
downward trend of 21% from 79,014 units by
March 2014, reaching 62,532 units in March
2015. During the same period, Iran’s balance of
payment experienced a surplus of US$5.7 billion
which shows a 16.7% decline in comparison
with the same period in the previous year. The
main reason for this decline is the reduction of
oil export revenues which resulted from falling
global oil prices.

Furthermore, during the 2014-15 period,
government  revenues  which  reached
IRR1,379.8 ftrillion enjoyed a growth rate of
31.8% compared to the similar period in the
previous year. Government spending also
increased by 32.9%, reaching IRR1,517 trillion.
The rise of government revenues, which in
turn had a positive impact on the civil budget,
is partly due to the substantial growth of VAT
revenues. During the reporting period, the civil
budget enjoyed staggering increase of 119.3%
in comparison with the previous year.

10|Karafarin Bank
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Since the most basic element defining Islamic
finance requires a proper comprehension of
and distinguishing between usury and profit,
Iranian banks have adjusted their operations
according to Usury-Free Banking Act of 1983.
Thus, Iranian banks, raise their resources from
the following sources:

Gharz-al-Hassaneh Accounts

These are current and savings accounts
(as in conventional banking system) except
that they earn no interest. Account holders
typically receive services of those accounts in
combination with a chequebook and a pass
book respectively. Savings accounts offer
incentives to depositors (up to 4%), including
one or several of the following: prizes and
bonuses in cash or in kind (usually run using
a lottery) an exception from or a discount on
the payments of commissions and fees, and
priority in the use of banking facilities. Banks
consider Gharz-al-Hassaneh accounts “their
own resources” and are required to guarantee
their full nominal value.

Term Deposits

Banks are authorised to render various types
of investment services, ranging from short-term
(6 months) to long-term (5 years) deposits.
Although banks can use their capital plus
Gharz-al-Hassaneh accounts, priority is given
to investment deposits. They can also use
a combination of their own and depositors’
resources to grant facilities to customers.
Iranian banks guarantee the principal and an
interim return to the owners of the term deposits.
However, should financial facilities provide a
return in excess of interim return plus bank’s
commission, such an excess return would be
shared between the bank and the depositors.

On the lending side, Iranian banking laws and

ISLAMIC BANKING PRINCIPLES

regulations separate banking products into two
categories: participation contracts and constant
profit contracts.

Participation Contracts

Under these types of contracts, banks provide
the whole or a part of the funding required by
its customers for a specific economic activity.
The profit that results from such economic
activity is shared between the bank and the
customer in accordance with the terms of the
relative contract. These contracts consist of the
following items:

a. Mosharekat-e-Madani (Civil Partnership)

Under civil partnership contracts, the bank
funds a customer (legal entities or natural
person) for a specific economic activity. The
customer co-invests in cash or in kind and
the profit is shared. Civil partnership contracts
can be in the field of manufacturing, trade and
service industries. Under the same scheme,
the issuance of bonds is also permissible.
Commercial banks are allowed to act as
guarantors for both the government and private
sector enterprises, and entities wishing to raise
funds for specific activities through issuance of
bonds. Profits are paid quarterly.

b. Moshareket-e-Hoghoughi
Partnership)

In legal partnership, the banks provide a part of
the capital for a new company or buy shares of
such company. These contracts are feasible in
the fields of manufacturing, trade and service
industries.

(Legal

c. Mozarebeh

Under Mozarebeh contracts, one party (the
bank) provides funds and the other party
(the customer) uses the funds for trading.
Customers can be both legal entities or natural
persons. Usage of funds is limited to the field
of trade.

12 |Karafarin Bank



d. Mozare’eh

Under Mozare’eh contracts, one party (the
bank) hands over to the other party (the
customer) a farmland for a specific duration of
time. The customer works on the land and the
relative proceeds are shared.

e. Mosaghat

Under Mosaghat contracts, the owner of trees
in a garden (the bank) maintains an irrigation
contract with an agent (the customer) and
relative proceeds are shared.

Constant Profit Contracts

Under these types of contracts, the bank
provides the whole or a part of the financing
required by its customers for a specific venture.
Unlike the participation contracts, the bank’s
profit is already fixed at the signing of the
contract and before the commencement of the
activity. Therefore, The bank’s profit has to be
paid by the customer irrespective of whether or
not any profit is materialised from the funded
economic activity.

a. Foroush-e-Aghsati (Instalment Sale)

An Instalment Sale is a contract whereby
one party (the bank) delivers goods to the
other party (the customer) at preset price.
The price is amortised, totally and/or partially,
on predicted maturity dates through equal or
unequal instalments.

b. Ejareh-Besharte-Tamlik (Lease to Own)
In this particular type of leasing contract, it is
agreed that the lessee, if complying with the
terms of the contract, will obtain the ownership
of the leased property upon the completion of
the contract.

c. Salaf (Forward Sale)

A Forward Sale is a contract whereby the bank
purchases goods produced by the customer,
paying the price in cash, and receives the
goods in the future.

d. Joaleh

This refers to the obligation of a person (the
customer) to pay a sum or fee in return for a
favour according to the contract. Acting as an
agent or as a contracting party if needed, a
bank may arrange a Jo’aleh for the purpose
of providing the facilities required to develop a
business.

e. Tanzeel (Discounting)
In this case, banks can discount drafts and/or
various types of commercial notes.

Finally, banks are also allowed to allocate some
of their own resources (including Gharz-al-
Hassaneh funds from the customer) to make
direct investments.

f. Mobarehe

Under the terms of Mobarehe, a bank or a
credit institution fulfils the role of a supplier and
informs the applicant of the finished cost or
of any given assets or services. Then having
added a percentage to the finished cost as
profit, the bank sells the assets or services to
the applicant. Method of payment may be in the
form of cash or by instalments.

g. Estesna’

This kind of contract is designed to serve the
manufacturing sector, where a product is
manufactured, converted or transformed. Under
the terms of Estesna’, product specifications as
well as time of delivery are defined.

Annual Report 2014-2015|13




In addition to the banks, there are 7 Gharz-al-
Hassaneh Funds and 145 credit cooperatives
that operate in Iran’s banking sector. Therefore,
Iran’s banking sector currently constitutes 22
private and 8 state-owned banks. Of the 22
private banks, Saderat, Mellat, Tejarat and
Refah Banks were previously state-owned but
were privatised as of March 2010. Although
they have been recognised as private banks
by the CBI, since the Government still owns
a considerable share in the said banks, they
ought to be classified as state-owned.

During the twelve-month period ended
December 2014, deposits in the banking
system grew by 23.3% of which, the share
of private banks enjoyed a growth of 22.5%.
Based on the new classification, the private
banks’ deposits enjoyed a considerable growth
of 71.3%.

During the same period, state-owned banks’
deposits grew by 28.7%, demonstrating a
decline of 5.8 percentage points in comparison
with the growth in the previous year. Deposits of
commercial and specialised government-owned
banks (under new classification structure)
rose by 22.8% and 29.7% respectively. Thus,
the share of state-owned commercial and
specialised banks fell from 34.8% to 28.7%.
Consequently, private banks were better able
to attract deposits than their state-owned rivals.

During the reporting financial period, banking
system’s overdue claims to total granted
facilities ratio improved slightly from 12.5% in
2013-14t0 11.6% in 2014-15. This improvement
is due to the stable foreign currency markets,
reduction in the rate of inflation as well as
relative economic recovery from the recession.

14 |Karafarin Bank

During the financial year ended December
2014, granted facilities grew by 16.7% and
were 1% less than the same time in the
previous year, which had experienced a 17.7%
growth. Facilities granted by the private banks
grew by 19.1%, which in comparison with the
rate of growth of 20.5% in the previous year,
demonstrates a 1.4% decline. The share of the
private banks in granting facilities increased
from 51.6% in 2012-13 period to 59.1% in
2014-15 period.

The 13.3% growth in the state-owned banks’
granted facilities was due to the 11.6% and
14.4% increase in the facilities granted by state-
owned commercial and specialised banks.
Hence, these banks have lost their share in
granted facilities within the banking system
from 48.4% in 2012-13 period to 40.9% in
2014-15 period. The falling share of the state-
owned banks and the growing share of the
private banks demonstrates that either state-
owned banks have become more cautious in
granting loans or that the private banks have
operated in a more effective manner.

During the reporting financial period, the
nonperforming loans to total granted facilities
ratio experienced a decline from 12.5% in 2014-
15 period to 11.6% in 2014-15 period. This ratio
which was 15.1% among the private banks in
2013-14 period fell to 13.8% in the following
year. The same ratio decreased from 10.6%
in the state-owned banks in 2013-14 period to
8.8% in 2014-15 fiscal year.
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BACKGROUND

The formation of Karafarin Bank was mainly the
outcome of an economic collaboration between
participating parties from the Iranian Association
of Industry Managers, the Association of
Construction Companies, the Association of
Utility and Equipment Companies, the Iranian
Society of Consulting Engineers, the Society
of Consulting Architects and Urban Planning
Engineers, a select group of prominent Iranian
banking experts and the general public. The
Bank was originally established as a non-bank
credit institution with a fully paid-in capital of
IRR30 billion. It was registered on December
9, 1999 under registration number 157915 at
the Tehran Companies’ Registrar Office as
Karafarinan Non-Bank Credit Institution. The
Bank operated as a general credit institution
and its activities were subject to the Credit
Institutions’ Activities Regulation. Following the
enactment of the Non-State Bank Establishment
Act on 10 April 2000 and the implementation of
its relevant requirements, in light of the clear
advantages of banking activities to those of
credit institutions, the Board of Directors carried
out necessary actions and laid the foundations
needed for a restructuring. Hence, based on an
operating license issued on 5 December 2001
by the Central Bank of Iran, Karafarin Bank was
officially established on December 26, 2001
with a fully paid-in capital of IRR200 billion as a
commercial bank that engages in all segments
of banking activities.

Fields of Activity

According to its Articles of Association, the main
areas of activity of Karafarin Bank (public joint
stock) are carrying out all permissible banking
transactions and services.

16 |Karafarin Bank
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OBJECTIVES

Karafarin Bank has two main objectives to
meet:

e To become the most modern and
pioneering Iranian bank that offers distinct

and speedy banking services. This shall
be achieved by focusing on flexibility and
innovative solutions in offering a wide
variety of banking services both within
domestic and international arenas.

+ To constantly acquire a greater market

CORPORATE SOCIAL

RESPONSIBILITIES

Karafarin Bank firmly believes that corporations
have a moral duty to contribute to the development
of societies from which they emerge and thrive.
Therefore, we allocate a considerable portion of our
revenues towards donating to charities, sports and
social events etc.

Annual Report 2014-2015 |17



—PRIZES, DISTINCTIONS & ACHIEVEMENTS IN

RECENT YEARS

Since its emergence, we have made numerous
achievements as a result of which, we have
won several awards and prizes. In addition,
there are numerous features that have set
this Bank aside from other banks in Iran. Our
distinctions, prizes, and achievements during
the recent years are outlined below:

The very first and one of the few banks in
Iran that has independently and successfully
localised, developed and maintained its
core banking system.

The first Iranian bank that has issued
deposit certificate.

The first private Iranian bank that has
launched a joint investment fund within
Iran’s capital market.

The first private Iranian bank that has
implemented the Professional Conduct
Training Project at all management, expert
and employee levels.

Top lIranian bank in the banking sector
among the top one hundred companies (IMI-
100) listed in the Tehran Stock Exchange
(TSE) in terms of sales (2014-15 period).
Second rank among lIran’s top banks in
terms of financial transparency (2014-15
period).

First rank among Iran’s top banks in terms
of financial transparency (2013-14 period).
Obtaining a letter of gratitude and an award
in the Fifth National Productivity Festival
(2013-14 period).

Obtaining the Twenty Fifth “Five Continents
Award for Quality & Excellence in Geneva”
(2013-14 period).

Being awarded the Corruption Combating
Prize in the Fourth Annual Financial Fraud
& Abuse Prevention Conference (2013-14

period).
Obtaining Fourth  Periodical National
Financial Management Crystal Award

(2013-14 period).

Receiving a commendation in a competition
relating to compliance with Shariah Law
(usury-free banking) (2013-14 period).
Obtaining the Third National Productivity
Award (2012-13 period).

Receiving Commendation Award for
being the pioneer in terms of uncorrupt
administration during the 2011-12 and
2012-13 periods.

Recognised by the Banker as the top Iranian
bank in terms of asset returns during the
2011-12 and 2012-13 periods.

Second rank among Iranian banks in terms
of financial robustness by the Banker (2011-
12 period).

Obtaining a commendation at the Twenty
First Conference on Monetary & Foreign
Currency Polices (2011-12 period).
Obtaining the Fourth National Productivity
Award (2011-12 period).

Receiving an award from the National
Conference of Assessing the Role of Islamic
Banking in Finance (2011-12 period).
Obtaining a prize from the Banking Sector
Grand Conference on Development &
Transition (2010-11 period).

Obtaining a commendation at the Second
International Conference on Financial
Services Marketing (2010-11 period).

1g |Karafarin Bank



—SHAREHOLDER COMPOSITION

The Karafarin Bank’s shareholder composition
at the close of the financial period ended 20
March 2015 is outlined below:

Composition of Shareholders

43%
5 7 % Real Persons

Legal Persons

SPECIALIST COMMITTEES

The Bank includes the following specialised committees:

* Audit Committee

* Inspection Committee

* Management Committee

» Assets & Liabilities Management Committee

* Credit Committee

» Past Dues and Non-Performing Loans Recovery Committee
* Risk Committee

* Human and Organisational Resources Committee

* Information Technology Committee

* Planning, Development and Customer Relations Committee

Annual Report 2014-2015[19



REGULATORY ENVIRONMENT —

The main set of rules and regulations governing
the activities of the Karafarin Bank are stated
below:

* Regulations of the Securities & Exchange
Organisation

*  The Usury-Free Banking Operations Act

* Tax Legislations

* Credit & Monetary Policies of the Central
Bank of the Islamic Republic of Iran (CBI)

* Ratifications of the Monetary & Credit

Council

Circular of the Central Bank of the Islamic

Republic of Iran on Regulating the Banks

Commercial Code

Articles of Association of the Karafarin

Bank

The Companies Registration Legislations

20 |Karafarin Bank
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_ HUMAN RESOURCES

We firmly believe that a competent body of
human capital is the key underlying factor in
shaping the success of any given Organisations
and the achievement of its targets. Hence,

Of the Bank’s 1,867 employees, 227 people
were involved in service and security units
belonging to companies which have been
outsourced by the Bank.

we particularly recruit educated and talented
personnel who are keen and enthusiastic.

Outlinedinthe pie charts below is the information
on the composition of the Bank’s human
resources based on academic qualifications,
Organisational roles and authorities.

Organisational Roles & Authorities of
Personnel

Education Levels of Personnel

10% 2%

Master’s Degree & PhD Degree
Bachelor’s Degree '
o
27%
Below High
School
o) Diploma
61% ’
High School
Diploma &
Post-Diploma
Staff Personnel

Information on specialised professional training programmes offered to personnel is presented
below:

1,184

Line Personnel

No. of Programmes
Number

No. of Participants

Number
2,778

380 2,285

2013-14

210

2014-15
2014-15

2013-14

2o |Karafarin Bank

Global Knowledge, Local Solution



CAPITAL

The Bank’s initial share capital on the date of its incorporation was IRR30 billion (including 30
million shares at IRR1,000 par value). However, there have been several subsequent phases of
increase in the Bank’s capital that are outlined in the table below. At the close of reporting period
ended 20.03.2015, the share capital reached IRR8,500 billion (comprising 8,500 million shares at

IRR1,000 par value).

(IRR million)
New Capital Percent Previous Capital Date
350,000 75 200,000 13.11.2004
700,000 100 350,000 29.09.2005
1,050,000 50 700,000 19.12.2007
2,000,000 90.48 1,050,000 06.12.2008
3,000,000 50 2,000,000 03.10.2010
4,500,000 50 3,000,000 11.09.2011
7,250,000 61.11 4,500,000 22.09.2012
8,500,000 17.24 7,250,000 28.05.2014
Capital Increase Trend
(IRR million) 8,500,000
7,250,000 <
S
~ %
4,500,000 & e
[e)) N
3,000,000 S
N
N

2,000,00

1,050,000

350,000 700,000

13.11.2004
29.09.2005
19.12 2007

06.12.2008

03.10.2010

11.09.2011
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Some of the most important plans of the Board
of Directors’ agenda for the 2015 period are
stated below:

» Drafting a three-year strategic plan and an
annual budget which is operational and is
based on the strategic plan.

* Increasing the Bank’s capital from IRR8,500
billion to IRR17,000 billion though cash
contributions or shareholders’ loans.

* Planning to expand the Bank’s branch
network by establishing 20 new branches
that will lead to a total of 120 branches.

* Recruiting more personnel to support the
Bank’s plans to expand its current network
of branches.

* Increasing the Bank’s market share in
issuance of IRR and foreign currency letters
of guarantee.

* Increasing the Bank’s share in attracting
new financial resources through various
methods.

« Enhancing the internal controls system.

* Increasing investments in TSE-listed
companies and optimising the management
of the Bank’s investment portfolio.

» Developing investment funds with the
objective of providing products and services
aimed at offering risk coverage to a wider
mass market.

24 |Karafarin Bank

Concluding an ongoing project known as
SEPAM, which focuses on creating standard
IRR bank guarantees.

Concluding an ongoing project known as
CHEKAVEK, which is a communication
systems network linking Karafarin Bank and
the CBI.

Introducing a system which processes the
writing off of instalment payment delay
penalties.

Launching a liquidity management system.
Implementing a number of projects such
as the Electronics & Communication
Engineering (ECE) Project, the Non-Current
Facilities Development & Enhancement
Project as well as the IT Processes in
the Field of Banking Services & Products
Project which conforms to ISO/IEC20000
standard.

Launching an ESB terminal.

Offering shadow card-related services such
as statements and sending text messages.
Establishing banking kiosks.

Offering new bank card-related services
providing new card-related products such
as IPGs, NFCs and MMS.

Offering customers new products such as
family cards.
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OPERATIONAL PERFORMANCE

BRANCHES

The following table provides information on the
Bank’s branches during the reporting period:

Inaugurated
End of End of

2013-14 o?l:ral'r“chtf; 201415

Period 9 Period

Year
98 3 101

53 of all active branches of Karafarin Bank '?"}
operate in the Tehran Province and the rest are o

located in other provinces. 49




f‘.

L

At Karafarin Bank, we constantly look for
means to enhance the services we provide our
customers and to further improve the efficiency
and security of our processes. One of the
ways in which this may be achieved is to take
advantage of the latest available technologies
and to constantly remain up-to-date as far
as information technology is concerned. Our
Information Technology Department has taken
numerous steps in this regard over the reporting
period; some of which are stated below:

» Launching a new version of internet banking
services

* Introducing a system where customers can
make humanitarian donations

* Issuing bank cards for under fifteens

» Issuing medical cards

» Being connected to the CBI cheque image
transfer terminal (CHEKAVEK)

» Launching a tracking system on the Bank’s
money transferring vehicles

* Introducing the new bills system (Utilco)

* Forwarding foreign  currency  bank
guarantees via FTP

» Launching a project which links the Bank’s
systems with the CBI

» Launching the ECE system

* Launching and upgrading the non-
performing facilities system

» Implementing an IT processes project which
is concerned with introducing new banking
services based on ISO/IEC20000 standard

» Launching ESB

» Offering shadow card bank statements at
branches and online

» Offering a breakdown of card transactions
within branches and online

* Launching kiosks

+ Offering new services relating to bank
cards such as sending text messages
to users whose bank cards have been
expired, extending their cards with the same

number as the previous cards, providing a
breakdown of shadow card transactions,
offering family cards, instantly issuing new
bank cards at branches, etc.

* Expanding the scope of internet banking
services such as enabling the user to
request chequebooks, trade shares,
opening of new deposit accounts, new bank
card, payments, mass transfer of funds to
a group of people, payment of instalments,
issuance of bank guarantees, transfer
foreign currency, etc.

* Implementing a virtual project

Furthermore, at Karafarin Bank, we spend a
great deal of time and resources in ensuring
our data remains safe and secure. Realizing
the challenges by the speed of technological
change and the increasingly sophisticated
nature of cyber threats, we constantly take
significant steps to bolster our cyber security
efforts. Hence, with cyber security high on our
priority lists, we have established the Data
Security Department which is responsible for
securing the Bank against such threats. During
the reporting financial period, this department
has carried out numerous measures in this
regard such as instaling a configuration
management system or launching the
ISMS based on [SO27001 Standard. This
department plans to expand the scope of its
activities in the forthcoming year by installing
other sophisticated systems such as the Data
Leakage Prevention System, the Configuration
& File Integrity Management System, Web
Application Firewall, etc.

Furthermore, the Data Security Department
carries out periodical penetration testing as an
avenue for finding and eliminating vulnerabilities
and provides constant training to staff in this
regard.
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COMPLIANCE & ANTI-MONEY

LAUNDERING DEPARTMENT

The principal function of the Compliance & Anti-
Money Laundering Department is to ensure the
adequate implementation of rules, regulations,
requirements and guidelines set forth by related
bodies. The Compliance Department also
aims at ensuring that the Bank’s operations
and procedures correspond with the monetary
and banking laws and regulations and playing
a supervisory role in order to further improve
the Bank’s current position in reference with
combating money laundering.

Major activites of the Department that
emphasise the combat against money
laundering are as follows.

1) Supervising precise execution of the large
credit facilities and commitments bylaw

2) Supervising precise execution of the internal
(IRR) L/C guidelines

3) Supervising precise execution of CBl’s
Supervisory Circulars

In reference to compliance, this department
intends to launch a registration and classification
system and the execution of circulars.

The main anti-money laundering (AML)
measures taken by the Bank during the
reporting period consist of two categories;

1. Applying process adjustments &
implementing current instructions

Due to the high sensitivity of AML, we have
made overall reviews and adjustments to
our banking processes based on the existing
instructions. Some of the adjustments include:

+ Limiting daily cash payments to any single
customer down to IRR150 million

* Preparing large cash transaction report
(LCTR) on customers who make cash
deposits in excess of the permissible limit

« Evaluating suspicious cases and completing
suspicious transaction report (STR)

+ Ascertaining customer identity upon opening
of an account in compliance with the know
your customer (KYC) principles

» Obtaining and recording the national ID
numbers of Iranian individuals and passport
numbers of foreign customers as mandatory
fields in the Bank’s database

+ Introducing a system capable of tracking all
transactions within the Bank

2. Introducing an electronic surveillance
system

We have made fundamental adjustments to
the existing system to create an integrated
AML system, on the one hand, and introduce a
special AML software, on the other.

The main measures taken on adjusting the
existing system include:

» Data refining

+ Introducing capabilities to track operations

* Measures to create an AML software have
taken place within two stages:

1. Providing the required hardware to support
the application and introduction of 11 principles
to identify suspicious activities which could be
linked to money laundering
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2. Introducing the necessary capabilities to
support an identification model, the main items
of which include:

» Providing reports required by the Financial
Information Unit under to following formats:

*Reporting cash deposits which exceed the
permissible limit

*Reporting suspicious transactions
*Reporting enquiries made by the Bank

* Creation products based on data
warehousing and Bank's commercial
intelligence

» This product which is capable of applying
data processing models, is designed
to avoid overlaps or any discrepancies
with other projects related to commercial
intelligence and to evade any time-wasting
actions

» Capability to create profiles on individual
customers

» Suspicious customer surveillance
» Customer behaviour analysis

» Customer activities measurement
Determining the scale of customer
activities based on personal details
Updating customer profiles based on
personal details and activities over a period
of time

» Capability to translate the data held at the
data warehouse into graphic data

Capability to operate within AML guidelines:
A rule-based AML product follows the
following guidelines:

* Compliance with the existing customer
activities models

* Capability to define new principles
Capability to apply data processing models
Making alerts on any suspicious activity
Compliance with security standards: Due to
the sensitive and confidential nature of AML

processes, all such products must naturally
comply with the related security standards.
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RISK MANAGEMENT _

Although banking operations are risky by
nature, it is nevertheless possible to control
them by identifying, measuring and tracking
such risks. The process of risk management is
a vital prerequisite of ensuring profitability and
continuance of banking activities. At Karafarin
Bank, we classify risks into four different
categories, namely: credit risk, liquidity risk,
interest risk as well as operational risk.

The Risk Management Department at
Karafarin Bank operates under the direct
supervision of the Bank’s Managing Director.
The principal function of the Department is
to first identify the key drivers underlying
different forms of banking risks and to then
devise relevant models for measuring and
controlling risks across the Bank. In addition to
the ongoing activities of the Risk Management

Department, all other segments of the Bank
make an equally important contribution to the
overall risk management process. To motivate
the required level of participation needed in the
process of controlling risks across the Bank,
various committees have been established that
comprise members from all departments, the
Managing Director as well as all the general
manager of departments.




Credit Risk

Any potential losses that may arise as a result
of customers’ default in the orderly servicing of
their commitments on facilities (i.e. the late or
non-payment of part or all of loans, due to such
reasons as the absence of repayment ability
or the presence of limits and constraints for

clearing funds) represent credit risk. As financial
facilities constitute a major portion of the Bank’s
portfolio of assets, credit risk is undoubtedly
the most important risk to which the Bank is
exposed. The following table outlines Karafarin
Bank’s capital allocated to credit risk.

(IRR billion)
Credit Risk R R e
Dues from Other Banks 20 3,183.8 254.7
Non-Governmental Participation Bonds 100 87.0 7.0
greq.it. Facilities to Legal Persons (Performing and Mon-Performing 100 37.061.6 2.964.9
acilities)

Credit Facilities to Legal Persons 75 2,812.7 225.0
Non-Performing Credit Facilities to Natural Persons 100 906.0 72.5
Short-Term Guarantees 20 441 3.5
Long-Term Guarantees 50 84.1 6.7
Letters of Credit 20 142.9 1.4
Non-Current Letters of Credit 100 (0R:] 0.1
Total - 44,322.9 3,545.8




Major Financial Facilities & Commitments
According to CBI's circular 92/242553
of 07.12.2013, facilities granted to those
customers whose total facilities and obligations
are over 10% of the Bank's capital base
are categorised as major financial facilities.
Therefore, maximum net facilities to parties
should not exceed eight times the total paid
capital and the Bank’s reserves. Hence, the
Risk Committee provides monthly and annual
reports on major financial facilities. Based on
this definition, total major financial facilities as
at March 2015 were IRR33.338 billion, which
did not exceed the permissible limit.

Financial Facilities Granted to Related
Parties

Customers that share common economic
interests with Karafarin Bank (e.g., shareholders
owning 1% or more of the Bank’s shares, the
Bank’s subsidiaries and affiliated companies,
etc.) are recognised as related parties. The
definition and representative instances of
what constitutes a related party are outlined in
CBI Circular 89/173772 of 1 November 2009.
According to the aforementioned circular, the
total facilities granted to related parties should
not exceed 25% of the banks’ capital base.
Based on this, monthly reports on granted
financial facilities to capital base ratio are
submitted to the related authorities, as well as
to Karafarin Bank’s specialised committees
and management.

At the close of the March 2015 reporting period,
the total financial facilities granted to the Bank’s
related parties was IRR2,932 billion. Therefore,
total facilities granted did not exceed the
permissible limit.

Distribution of Collateral

Collaterals are the Bank’s principal source for
protection against potential cases of credit
risk. The risk coverage of any collateral will be
a function of its current market value and its
liquidity. Karafarin Bank’s collateral to the total
financial facilities granted ratio at the end of the
reporting period amounted to approximately
365%.

Non-Performing Facilities

The composition of the Bank’s non-current
receivables on financial facilities is reported
annually, and based on CBI’s classification
guidelines. The ratio of Karafarin Bank’s non-
current facilities to total financial facilities at the
end of the financial period was approximately
10% and the non-current facility ratio to the
bank’s capital base was approximately 60% at
the end of the same period.

Customer Internal Credit Rating System
(CICRS)

Customer credit rating plays a central role in
credit risk management, since it leads to risk
control and cost reduction relating to capital
adequacy. Furthermore, customer credit rating
can prevent possible future litigation costs.

As of April 2011, the Bank has operated an
internal rating system to assess the credit
worthiness of its customers. The procedures of
CICRS require that all prospective applicants
for loans and financial facilities submit the
relevant background and financial information
to the Bank. This information provides the input
for generating a credit rank for each customer
which will assist members of the Credit
Committee in their credit allocation decisions.

The adopted rating approach has designated
and assigned a credit score of A, B, C, D or E to
each prospective or existing client. Qualitative
and quantitative information are jointly used
to rate customers based on the CICRS
methodology.

Amongst the various data used in the credit
assessment process, customers’ economic
sector is perceived to be one of the most
relevant sources of information. For each
sector, CICRS identifies and measures a series
of parameters that are important in ascertaining
the credit standing of companies or individuals
operating within that segment of the economy.
The overall qualitative and quantitative scores
for each client determine its total credit rank.
Economic factors play a major role in customer
evaluations and different parameters have



been used according to the relevant economic
sector. Scores obtained from these two parts
represent the total customer credit results.

Individuals are rated by the Credit Committee
on the basis of personal, professional,
financial as well as credit information. In
order to correspond the scores obtained with
reality, periodical checks are carried out via
credit experts. The results obtained are then
assessed and used in various rating models in
such a manner that this system’s performance
is constantly improved.

At the close of the reporting period, the internal
credit rating system rated approximately 70%
of companies and approximately 85% of
individual customers.

Operational Risk

Consistent with the concepts outlined in
the Basel Il Accord, Karafarin Bank defines
operational risk as the risk of a loss stemming
from inadequate or failed internal processes,
people and systems or from external events.
This definition includes legal risk, but excludes
elements of strategic and reputational risk.
In respect to operational risk management,
the Bank’s objectives are primarily motivated
by identifying and measuring all relevant risk
factors, which will then facilitate monitoring
and risk reduction activities. Hence, the Bank’s
principal priority at present is to identify and
minimise the number of high-risk exposure
business lines regardless of the level of losses
incurred by these segments.

To identify high-operational risk business
segments, the Bank follows the procedures and
alternative models set forth in Basel 1l Accord.
To ensure precision and reliability in risk
measurements under these two methods and
to better capture the extent of operational risk
exposure, the Bank calculates Capital at Risk
(CaR) based on the Loss Distribution Approach
(LDA) as an Advanced Measurement Approach
(AMA). The latter model yields greater precision
and measurement accuracy but, at the same
time, involves more complexities and requires
additional data. Since 2006, the Bank has

been accumulating the underlying data needed
for the AMA and this process is still ongoing
within the Risk Management Department. It is
noteworthy that once the software designed
for operational risk and registering the bank’s
loss related data, the precision of AMA shall
be gradually improved. The following table
shows Karafarin Bank’s CaR calculated via the
aforementioned approaches:

Capital Exposed to

Methods Operational Risk
(billion IRR)
Basic Indicator
Approach (BIA) e
Standardised Approach
(SA) 3,040
Advanced
Measurement 1,480

Approach (AMA)

During the reporting period, Risk Management
Department continued to document its risk
management processes in accordance with
international standards. In addition, the IT and
Risk Management Departments gathered basic
data required for introducing an operational
risk management software. Risk Management
Department has also provided training
courses to familiarise its personnel at various
departments. Furthermore, in order to continue
the training process, necessary documents
have already been collected.

Installing the above software is the Risk
Management Department's top priority in the
current year. Furthermore, in order to increase
the speed and accuracy, the Bank’'s CaR
calculation methods have been standardised
and coded.

Market Risk

Market risk may be defined as the risk of losses
arising from adverse movements in market
prices. From a regulatory perspective, market
risk stems from all the positions included in
banks’ trading book as well as from commodity
and foreign exchange risk positions in the
whole balance sheet.



There are two main methods of measuring the
market risk. The first method is capital at risk
(CaR), which is the potential loss in a worst
case scenario where stop loss is triggered
for a specific trade or for all trades across an
account. The second method is stress test.

At Karafarin Bank, we use both methods in
order to manage and minimise our market risk.
The following table demonstrates our capital
provision as a means to cover stock, currency
and market risks.

Domestic Method

18.03.2015 million IRR)
Capital Provision for

Shares Risk 260,355
Capital Provision for

Forex Risk 77,306
Capital Provision for 337 661

Total Market Risk

Liquidity Risk

Liquidity risk denotes the Bank’s inability
to meet its short-term obligations as they
come due. The main objective of liquidity risk
management is to provide adequate coverage
for obligations arising from any of expected and/
or unexpected changes in the Bank’s balance
sheet items.

Established internal guidelines and procedures
that outline an array of indicators for exercising

control over the sources of liquidity risk.
Adequate planning and control based on the
Bank’s internal policies and procedures require
the establishment of acceptable thresholds for
selected indicators.

Amongst the metrics currently used within
Karafarin Bank are: asset-liability gap analyses
that signal potential maturity mismatches,
liquidity ratios that provide relative assurance
on the timely and orderly servicing of financial
obligations, holdings of cash and marketable
securities that are relevant in assessing the
Bank’s liquidity adequacy, reviews of changes
to interest rates, reviews of the structure and
stability of deposits and forecasts of future cash
flows. Liquidity risk reports are assessed by the
Asset and Liability Management Committee on
a monthly basis.

Asset-Liability Gap & Maturity Mismatches
Asset and liability maturity mismatches are
generally perceived to be a central feature
of all banking activities. The principal issue
associated with such mismatches is the
extent of the maturity gap. In the event of
instabilities and crises, this gap will define the
time frame within which a bank can continue
to operate its ordinary activities. Liquidity gap
reports prepared for month and up to one-year
periods are presented to the Assets & Liabilities
Committee.

Assets & Liabilities based on Due Date 20.03.2015

Description Less thani1 1 to 3 Months 3 to 6 Months DGR
Month Year

Total Assets 47,585,632 42,788,675 9,431,667 4,253,504

Aorcentage to Tofal 41.6% 37.4% 8.2% 3.7%

Total Liabilities

& Shareholders’ 37,473,494 11,513,332 14,724,744 31,129,944

Equity

Percentage to Total 32.7% 10.1% 12.9% 27.2%

Gap 10,112,138 31,275,343 -5,293,077 -26,876,440

Gap to Base

Capital Ratio 84.4% 260.9% 44.2-% 224.2-%

Accumulated Gap 10,112,138 41,387,480 36,094,403 9,217,963

Accumulated Gap

to Base Capital 84.4% 345.3% 301.2% 76.9%

Ratio




Treasury and Fund Management

The retention of cash assets (notes and coins)
to accommodate demand from the Bank’s
customers contributes to lowering liquidity
risk. However, excessive retention ratios will
ultimately translate into lost opportunities in
terms of potential returns on income-generating
investments. Therefore, to establish a balance
between these two conflicting objectives (i.e.
liquidity adequacy and increasing profitability),
the optimal level of cash holdings at any given
time within the Bank’s branches and treasury
has been determined. This optimisation process
is reviewed and updated periodically to reflect
changes in the internal and external conditions
of the Bank. This process has reduced the cost
of retention of cash assets, saving the Bank
IRR30 billion.

Liquidity Adequacy Stress Test in Crisis
Stress tests are used to assess risks arising
from macroeconomic events which are beyond
a bank’s control. The objective of these tests
is to estimate the impacts of severe, yet
foreseeable shocks on a financial system. In
order to ensure a stable banking system, it is
necessary to assess a bank’s ability to survive
domestic or international market shocks. Thus,
a bank needs to develop models which can
protect it against possible shocks. In such
cases, Karafarin Bank applies a macro model
to measure and report the impacts of various
external scenarios on its statement of financial
position and profit and loss account every six
months.

The result of stress tests of liquidity, capital
adequacy as well as profit and loss, carried
out in the latter half of the reporting financial
period indicate that the existing liquidity of
Karafarin Bank which is 120%, is adequate to
encounter liquidity crisis. Furthermore, the ratio
of liquid assets to total assets is approximately
9.7%, which is sufficient for this Bank to easily
withstand wide-scale cash withdrawals.

Interest Rate Risk

The Basel Committee and the Bank for
International Settlements have recommended
calculation of two different criteria of income
at risk and delay gaps, to measure the impact
of interest rate fluctuations on the banks’ asset
values, liabilities, shareholders equity as well,
as profitability.

Income at risk, which may be defined as
maximum fall in expected income with a 99%
certainty, results from interest rate fluctuations.
This measurement, informs the banks’
management of the scale of income at risk. In
recent years, due to financial mismanagement,
numerous international banks have faced
liquidity shortages, in spite of their sufficient
capitals. Consequently, the Basel Committee
has recommended the application of two
standard ratios to assist banks in their liquidity
management and recovery during crisis within
one month and one-year periods. Karafarin
Bank is currently gathering financial data in
order to conform to the mentioned criteria.



—OUR INVESTMENTS

FINANCIAL PERFORMANCE

The Investment Department functions under the
supervision of the Bank’s Investment Deputy.
The Department comprises three divisions:

1) Portfolio management and investment
services: This department is essentially
concerned with investment in the TSE listed
companies in order to meet the greater objective
of Karafarin Bank, which is to “maximise the
wealth of its shareholders”.

During the 2014-15 financial year, the returns
on Karafarin Bank’s portfolio with average
investments of IRR1,547 billion, reached
IRR370 billion, which was the result of both
investment returns as well as sales revenues.
Furthermore, by adding realized profits to
added value, total returns reached IRR178
billion (12% of average investment).

2) Management of participations: The main
activities of this department are as follows:

a. Conducting analysis and reviews of
participation projects referred to the Bank
with a view to assess their projected risks and
returns.

b. Monitoring the performance of the Bank’s
affiliated companies and its investment
funds and developing recommendations for
improvements in their operating processes.

c. Exercising governance over affiliated
companies in respect of the development of
strategic plans and ensuring their consistency
with the Bank's overarching objectives.
Performance in affiliated companies over the
2014-15 period may be summarized as follows:

A) Karafarin Bank Brokerage Company

The capital of this company, which is fully
owned by Karafarin Bank, is currently IRR50
billion. There are currently four firms which
are managed by this company. These are:
Karafarin Brokerage Joint Investment Fund,
Arman Karafarin Company, Karafarin Index
Company as well as Amin Karafarin Company.
Karafarin Bank has a 96% stake in this
company and the remaining shares are owned
by its subsidiaries.

B) Karafarin Bank Investment Company
Investments in the shares of other companies
and institutions, as well as participation in
manufacturing projects constitute the principal
areas of this company’s activities. The capital
of Karafarin Bank Investment Company is
IRR200 billion in which Karafarin Bank has an
80% stake. This company currently oversees
Karafarin Leasing, Karafarin Brokerage,
Karafarin Bureau de Change, Abnieh Gostar,
Asr Amin Insurance Services, Omid Karafarin
Trading Development as well as Amin Etemad
Karafarin Companies. Karafarin Bank along
with its subsidiaries are the sole shareholders
of this company.

C) Karafarin Leasing Company

This company is essentially engaged in leasing
operations as well as cash and instalment
sales and hire-purchase transactions, obtaining
agencies from companies, manufacturers of
machineries and endurable commodities as
well as investing in the above fields of activity.
The capital of this company currently stands at
IRR100 billion.

D) Karafarin Bureau de Change

This company operates in the trading of hard
currencies, purchasing of currency transfers,
currency ftransactions as well as trading of
precious metals such as gold coins. The capital
of this company which is fully owned by Bank
Karafarin is IRR20 billion.

E) Karafarin Insurance Company

The capital of Karafarin Insurance Company is
IRR1,200 billion and Karafarin Bank has a 20%
stake in this company. This company operates
with the aid of 1,847 agents throughout the
country.

F) Abnieh Gostar Construction Company
This company in involved in building
construction. The capital of this company which
is 49% owned by Karafarin Bank is currently
IRR10 billion.
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Karafarin Bank
Karafarin Bank Investment Co.
Karafarin Leasing Co.

Total

3) Financing and advisory management:

The operations of this department are primarily
geared towards the design and development
of new financial instruments for the Bank and
its customers on the one hand and evaluating
the economic, technical and financial feasibility
of projects on the other. Furthermore, this
department finances project investments from
internal and external sources. In terms of
obtaining required financing for corporate and
investment projects, the Department offers
advisory services on public securities in such
areas as the optimal method and the timing of
the offering, valuation of securities, registration
and licensing procedures and underwriting
securities in the financing of approved projects
from internal and external sources. During
the reporting period, this Department made
substantial progress in terms of applicable
solutions, using new resources, some of which
are as follows:

a. Issuance of participation bonds, public and
special deposit certificates Sokuk Islamic
bonds, etc.

i. Assessing, approving and obtaining a
license for issuing two-year named investment
certificates of deposit with 22% interest rate
in the amount of IRR6,230 billion (the excess
amount of public investment certificates of
deposit was IRR8,500 billion).

ii. Following up measures for obtaining a license
from the CBI for establishing the Karafarin
Gharz-al-Hassaneh Fund and to reactivate
Gharz-al-Hassaneh accounts and to carry out
preliminary measures for offering Gharz-al-
Hassaneh marriage loans.

4,899,999 4,899,999,000 49%

5,100,000 5,100,000,000 51%
1 1,000 0.00001%

10,000,000 10,000,000,000 100

iii. Accepting to guarantee an especially catered
deposit certificate for the Crystal Building
Construction Project Complex in the amount
of IRR500 billion, requested by the Soffeh
Company.

iv. Carrying out preliminary assessments for
issuing Sokuk Islamic bonds to the Bank in the
amount of IRR3,000 billion.

v. Accepting and assessing the guarantee of
issuing Sokuk Islamic bonds for companies
such as South Kaveh Steel and Iran
telecommunications Companies.

vi. Accepting and assessing to guarantee
participation bonds for the Iranian Water
Resources Development Company in the
amount of IRR3,000.

1) Internal Resources (IRR)

In order to maximize the utility of our internal
resources and granting long-term credit
facilities we have carried out the following
measures during the reporting fiscal period.

*  Following up instalment payments of three
projects which had been ratified in 2012-13.

» Carrying out final reviews of six projects
worth IRR760 billion and ratifying three of
them worth IRR660 billion. Of these three
projects, two (in the amount of IRR55
billion) have been finalized and financed
and the contract for the other remaining
three are currently have reached the stage
of contract.
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2) National Development Fund

Established in 2011-12, the National
Development Fund aims to invest a
portion of Iran’s oil, gas and oil by-products
revenues and hence, sustain such wealth
for future generations. This is carried out by
granting foreign currency and IRR facilities
via correspondent banks, towards feasible
national projects which contribute towards
iran’s development. So far, most state-owned
and private banks have been engaged in
agreements with the National Development
Fund. Therefore, they have been able to
allocate foreign currency resources towards
themselves.

Foreign Currency Facilities

During the reporting period, in line with its
correspondence agreement with the said fund,
Karafarin Bank was authorized to allocate
US$230 million of the said fund to financing
steel, power plant, etc. projects.

The rate of interest that the fund charges is
6% for upstream, 8% for irrigation and 4%
for agricultural projects, of which 40% is paid
to Karafarin Bank as correspondence rights
and for accepting the risks involved and
guaranteeing repayments. According to the
latest statistics, there have been 13 requests for
such loans during the 2014-15 financial period
in the amount of US$516,024,463 of which 6
projects in the amount of US$219,837,771
have reached their final evaluation stage and
two projects worth US$6,734,510 have been
approved.
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Local Currency Facilities

During the reporting fiscal period, the National
Development Fund signed correspondent
agreements for local currency facilities with
18 state-owned and private banks, including
Karafarin Bank. Under the terms of this
agreement, Karafarin Bank is entitled to grant
IRR1,000 billion financed by the mentioned
fund, towards feasible industrial, mining and
tourism projects.

The interest rate for the industrial and mining
sector is 19%, for the tourism sector is 16% and
for working capital is 21% and the Bank’s share
for carrying out correspondent operations
and for covering the risks involved, is 5% for
investment project related facilities and 4% for
working capital facilities.

During the 2014-15 period, the Bank received 15
applications for IRR1,592 billion of the National
Development Fund’s money. However, 5 such
requests for IRR480 billion were disqualified
in the first stage of evaluations and another
10 requests for IRR1,112 billion reached the
preliminary stage, 7 of which worth IRR982
billion reached their final stage and 4 requests
for IRR770 billion have been approved. So
far IRR32 billion has been paid (under full
supervision) towards the approved projects.



Major Financial Items

Summary of the Financial Statements (Company)

Description 2014-15 (53;’;‘?‘1*2) “;g;’izs_:g)
(a) Financial Performance for the Period (IRR million):
Total Income ' 20,806,488 15,435,015 11,646,806
Operating Profit 2 5,678,913 5,159,671 4,061,645
Non-Operating Income 3 257,749 146,054 154,500
Net Profit after Tax 3,701,997 3,381,134 2,794,547
Prior Period Adjustments (312,962) (546,872) (307,135)
Cash Flows from Operating Activities 3,979,204 7,077,160 8,449,480
(b) Financial Position at Year End (IRR million):
Total Assets 112,073,059 100,257,893 76,884,308
Total Liabilities 97,187,137 86,534,347 65,127,776
Share Capital 8,500,000 7,250,000 7,250,000
Total Shareholders’ Equity 14,885,922 13,723,547 11,756,532
(c) Rate of Return:
Return on Assets * 3.5% 3.8% 4.1%
Return on Shareholders’ Equity ® (Equity Method) 25.9% 26.5% 25.8%
Capital Adequacy Ratio © 17.1% 16.3% 20.1%
(d) Per Share Information:
Number of Shares Outstanding on the AGA Date 8,500,000,000 8,500,000,000 7,250,000,000
Earnings per Share (IRR)- Initial Forecast* 501 437 520
Earnings per Share (IRR)- Final Forecast* 430 373 359
Earnings per Share (IRR)- Actual 436 466 385
Share Price on Date of Report Endorsement” - (IRR) 3,190 2,683 2,000
Book Value per Share (IRR) 1,000 1,000 1,000
Price-Earnings per Share Ratio 8 7.32 5.75 5.19

* Initial EPS forecasts in 2014-15 period are based on IRR7,250 billion share capital while final EPS forecasts are derived

from the increased share capital of IRR8,500 billion.

1. Denotes aggregate total income

2. Comprises the aggregate total of net interest income from facilities, deposits, and investments, fee income and income
from foreign exchange transactions net of interest paid on deposits and loan loss provision expense

3. Constitutes other income

4. Return on assets: (Net profit after tax/Average of opening and closing total assets)

5. Return on shareholders’ equity: (Net profit /Average of opening and closing shareholders’ equity)

6. CaR: Bank’s capital base divided by risk-weighted assets

7. The Report was endorsed and approved on 15 June 2014

8. PJ/E: (Price per share on the date of report endorsement/Earnings per share-Actual)
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Summary of the Financial Statements (Consolidated)

Description 2014-15 (gg,\l';s_:g) (I;g;/izs_:g)
(a) Financial Performance for the Period (IRR million):
Total Income 20,907,425 15,867,682 11,879,502
Operating Profit 5,690,939 5,412,998 4,144,379
Non-Operating Income 464,860 354,971 326,013
Net Profit after Tax 3,580,490 3,689,855 2,915,793
Prior Period Adjustments (316,737) (797,054) (524,821)
Cash Flows from Operating Activities 4,087,195 7,044,636 8,442,391
(b) Financial Position at Year End (IRR million):
Total Assets 113,180,517 101,192,764 77,186,717
Total Liabilities 98,034,014 87,244,441 65,403,310
Share Capital 8,500,000 7,250,000 7,250,000
Total Shareholders’ Equity 15,146,503 13,948,321 11,783,407
(c) Rate of Return:
Return on Assets 3.3% 41% 4.3%
Return on Shareholders’ Equity (Equity Method) 24.6% 28.7% 26.8%
(d) Per Share Information:
Number of Shares Outstanding on the AGA Date 8,500,000,000 8,500,000,000 7,250,000,000
Earnings per Share (IRR)-Initial Forecast* 501 437 520
Earnings per Share (IRR)-Final Forecast 430 373 359
Basic Profit per Share (IRR) 422 510 402
Diluted Profit per Share (IRR) 427 451 360
Book Value per Share (IRR) 1,000 1,000 1,000

* Initial EPS forecasts in 2014-15 period are based on IRR7,250 billion share capital while final EPS forecasts are derived from the increased

share capital of IRR8,500 billion.
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—SHARE PRICES & TRADING INFORMATION

The Bank gained listing on the Tehran Stock Exchange (TSE) on 27 January 2003. The shares have
been coded as “vakar” and are categorised under the Banks, Credit and Other Financial Institutions
industry sector. Trading of the Bank’s shares commenced on 5 July 2003. Relevant trading statistics
for the Bank’s shares over the past three financial years are outlined in the following table.

Average
Value of Value of
No. of Transacted Tradin Financial Average Capital
Year Ended Traded Shares Days Active 9 Share Price (IRR
Days Market Per -
Shares (IRR (IRR) million)
. Year (IRR
million) s
million)
20.03.2013 831,966,907 1,371,335 219 219 12,593,250 1,737 7,250,000
20.03.2014 977,289,355 2,628,626 232 232 18,456,188 2,546 7,250,000
20.03.2015 232,650,757 576,670 232 232 20,604,073 2,424 8,500,000

ACCOUNTS

INTEREST RATES OF INVESTMENT DEPOSIT

Interest Rate (%)

Statutory Deposit Rate (%)

Description 2014-15 2013-14 2014-15 2013-14
Saving Gharz-al-Hassaneh 0 0 10 10
Current Gharz-al-Hassaneh 0 0 13.5 17
Short-Term Ordinary 10 7.18 13.5 15.5
Short-Term Special 18-14 10-23 13.5 15.5
Long-Term 1-Year 22 17-23 13.5 15
Long-Term 2-Year 22 18-21 13.5 11
Long-Term 3-Year 22 18.5-24 13.5 1
Long-Term 4-Year 22 19-28 13.5 10
Long-Term 5-Year 22 20-34 13.5 10
Deposit Certificate 22 20 13.5 11.15
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PAID INTEREST ON INVESTMENT

DEPOSITS
2014-15to 2013-14 to
Description 2014-15 2013-14 2012-13 é‘::;;;: (2:(:11a2n-;2

Percentage Percentage
Short-Term Deposit 3,604,555 2,006,805 742,171 80% 170%
Short-Term Special Deposit 2,137,785 427,425 94,941 400% 341%
1-Year Deposit 4,977,763 1,048,619 130,015 375% 707%
2-Year Deposit 125,248 144,504 12,021 (13%) 1.102% ‘
3-Year Deposit 4,509 6,687 8,468 (33%) (21%)
4-Year Deposit 4,893 9,010 11,525 (46%) (22%)
5-Year Deposit 2,728,508 4,606,114 4,469,519 (41%) 3%
fc’fr"f,ctift’)'li'g?ﬁf:;ttnfz:{ficate 765976 1,392,845 992482  (45%) 40%
Total 14,349,238 9,642,010 6,463,141 49% 49%
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STRUCTURAL
DISTRIBUTION OF
DEPOSITS

The table below outlines the structure
distribution of the Bank’s deposits based on
non-interest-bearing dichotomy, during the
reporting period. Based on this classification,
non-interest-bearing items which include
current account and savings deposits and
other accounts represent 9% and interest
bearing accounts which comprise short-term
and long-term investment deposits account for
the remaining 91% of the Bank’s total deposits.
Similar ratios for the 2013-14 period for non-
interest-bearing items were 9% and for interest-
bearing items were 91%.

Deposit
Description Amount — Percent
IRR million
Costlncluded g4 167 947 91%
Deposits
Cost-Free Deposits 8,242,110 9%
Total 94,410,057 100%




—MAJOR ITEMS OF INCOME STATEMENT

(IRR million)
2014-15 2013-14 201213
Description
Amount Comparison  Growth to Amount Comparison  Growth to Amount Comparison  Growth to
with Total Previous Year with Total Previous Year with Total Previous Year
Income from o o, o o o o
Focilitios 16,652,950 80% 33% 12,495,163 81% 45% 8,599,686 74% 26%
Income from
Investments & 3,061,978 15% 59% 1,927,575 12% (13%) 2,220,096 19% 118%
Deposits
Receivled‘
,?Af’mm'ss'°” & 1,091,560 5% 8% 1,012,278 7% 22% 827,024 7% 12%
iscellaneous
Revenues
Total Revenues 20,806,488 100% 35% 15,435,015 100% 33% 11,646,806 100% 35%
Paid Profit to (14349.238)  (69%) 47% (0.792544)  (63%) 38% (7.000674)  (61%) 52%
Depositors T e e
S ost of Doubtl (520587)  (3%) 55% (336,747)  (2%) 2% (330,987)  (3%) (10%)
Other Costs (1,615,017) (8%) 21% (1,334,643) (9%) 28% (1,039,144) (9%) 32%
Profit before Tax 4,321,646 21% 9% 3,971,082 26% 25% 3,177,000 27% 14%
Tax (619,649) (3%) 5% (589,948) (4%) 54% (382,453) (3%) (1%)
Profit after Tax 3,701,997 18% 9% 3,381,134 22% 21% 2,794,547 24% 16%
BEICDI(E)I g II'EI% IngIONI;/I/ EGS%I\IETNETD RFEA\?IIEIF\HJI IIEESS |
(IRR million)
2014-15to0 2013-14 to
L 2013-14 201213
Description 201415 201314 201213
Change Change
Percentage Percentage
Profit from Islamic Contracts 16,586,213 11,856,480 7,188,909 40% 65%
Received Delay Penalties 2,314,710 2,298,841 1,788,162 1% 29%
Investments & Deposits 3,057,452 1,840,659 2,176,490 66% (15%)
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EPS FORECAST

(IRR million)
EPS Initial Actual % of
Description Forecast for Performance of Changes
2014-15 2014-15

Income from Granted Facilities 18,879,972 16,652,950 (12%)
Income from Investment in Participation Bonds 243,137 64,020 (74%)
Income from Investment in Corporate Shares 811,910 1,121,340 38%
Income from Deposits 977,380 1,876,618 92%
Total 20,912,399 19,714,928 (6%)
Profit Payment of Investment Deposits (14,398,452) (14,349,238) (%)
Doubtful Debts Costs (897,786) (520,587) (42%)
_IF\_’;(;eSi;i:iio%:mmission & Result of Foreign Currency 779,003 833,811 79%
Net Operating Revenues 6,395,164 5,678,913 (11%)
Miscellaneous Revenues 234,128 257,749 10%
Depreciation Costs (85,035) (104,684) 23%
Financial & Commission Costs (142,274) (164,923) 16%
Administrative & General Costs (1,354,858) (1,345,410) (1%)
Profit before Tax 5,047,125 4,321,646 (14%)
Tax (788,415) (619,649) (21%)
Profit after Tax 4,258,709 3,701,997 (13%)
Net Profit to Total Operating Revenues 20% 19% (8%)
No. of Shares - Thousand Shares 8,500,000 8,500,000 0%
Profit of each Share after Tax - IRR 501 436 (13%)

It is noteworthy that EPS forecast for the 2014-15 period was adjusted to IRR430 on 21.12.2014.
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—MAIN ITEMS OF THE STATEMENT OF
FINANCIAL POSITION

(IRR million)
201415 201314 2012-13
Description Growth Growth Growth
Amount Amount %to % to Amount %to % to Amount %to % to
Total Previous Total Previous Total Previous
Year Year Year

Cash 16,733,684 15% 5% 15,977,315 16% 24% 12,851,613 17% 54%
Participation
Bonds & 2,373,565 2% (39%) 3,899,427 4% 48% 2,639,469 3% 0.1%
Investment
Séiﬂ.ffs 69,313,107  62% 19% 58281424  58% 29% 45,102,785  59% 28%
Fixed Assets 9,651,535 9% 12% 8,606,410 9% 19% 7,246,432 9% 47%
Other Assets 14,001,169 12% 4% 13,493,317 13% 49% 9,044,008 12% 8%
Total Assets 112,073,059 100% 12% 100,257,893 100% 30% 76,884,308 100% 29%
Deposits 94,410,057 84% 14% 82,821,675 83% 36% 60,911,006 79% 33%
Other Liabilities 2,777,080 2% (25%) 3,712,671 4% (12%) 4,216,770 5% 7%
Total Liabilities 97,187,137 87% 12% 86,534,347 86% 33% 65,127,776 85% 31%
Shareholders’
Equity
Capital 8,500,000 8% 17% 7,250,000 7% 0% 7,250,000 9% 61%
2‘:‘;::32’ 2840984 3% 24% 2285685 2% 29% 1778515 2% 31%
Retained Profit 3,501,341 3% 20% 2,909,144 3% 8% 2,684,420 3% 36%
Other Items of
Shareholders’ 43,597  0.04% (97%) 1,278,718 1% 2,833% 43,597 0% (98%)
Equity
Total
Shareholders’ 14,885,922 13% 8% 13,723,547 14% 17% 11,756,532 15% 19%
Equity
Total Liabilities
& Shareholders’ 112,073,059 100% 12% 100,257,893  100% 30% 76,884,308  100% 29%
Equity
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Farivaran Audit Firm
Certified Accountants
Trusted by the Securities & Exchange Organisation

Independent Auditor’s Report
To the Annual General Meeting of Karafarin Bank
(Public Joint Stock Company)

Report on the Consolidated Financial Statements

1- We have audited the accompanying consolidated financial statements of Karafarin Bank
(Public Joint Stock Company), and its subsidiaries, which comprise the consolidated statement
of financial position as at March 20, 2015 (Esfand 29, 1393) and the related statements of
consolidated income, retained earnings, comprehensive income and cash flows for the year then
ended together with explanatory notes 1 to 53.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

Anauditinvolves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error. In order to make those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control.

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Basis for Qualified Opinion

4- Based on tax assessment notes issued, the corporate tax for the 2012-13 and 2013-14 financial
periods exceeds the amounts paid for the mentioned period, by IRR642 billion. Although the
Bank has appealed against the mentioned tax assessment note, no conclusive result has been
achieved yet. Provision for the corporate tax of the reporting financial period has been calculated
and reflected based on declared profits. There is a deficit for the corporate tax provision for the
mentioned periods and determining the precise amount is dependent upon the final verdict of the
tax authorities.
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Qualified Opinion

5- In our opinion, except for the adjustment discussed in paragraph 4, the financial statements
present fairly, in all material respects, the financial position of Karafarin Bank (Public Joint Stock
Company) and its subsidiaries as at March 20, 2015, and its financial performance and cash flows
for the year then ended in accordance with Iranian Financial Reporting Standards.

Emphasis of Matter

6- As stated in note 6.2 to the financial statements, the Central Bank of Iran debited Karafarin
Bank’s current account IRR741 billion at the end of the Iranian calendar year 1390 (March 2012),
for excess withdrawal. In addition, it has claimed the amount of IRR256 billion as penalties, due
tfo the mentioned excess withdrawal. The Bank’s follow-ups regarding determining the fate of
amounts withdrawn have led to CBI’s reviews and reconsideration in this regard, the result of
which is that the CBI has announced that the amount of IRR271 needs to be paid instead. In
addition, the CBI has requested Karafarin Bank to submit its expert opinion along with supporting
evidence to the Banks’ & Credit Institutions’ Supervisory Department. The Bank’s management
believes that no violation has taken place in reference to foreign currency issues and hence, it is
not liable to any penalties regarding foreign currency rate differences. Effects of this paragraph
have not resulted in qualifying our opinion.

7- The CBI circular issued in 2010-11 period has determined the fixed assets to shareholders’
equity ratio to be maximum 70%. This ratio was later reduced to 30% in another circular issued
by the CBI in 2012-13 period and failure to comply with which, would be followed by a penalty
equivalent to the highest interest rate for the amount and the length of violation. This penalty is
to be paid in the accounts of term depositors. However, the mentioned quorum has not been
complied by the Bank as of 2012-13 period. As mentioned in explanatory note 13.4, the Bank has
reported its present condition of its fixed asset to shareholders’ equity ratio to the CBIl on a monthly
basis to which the supervisory body responsible for determining the fate of previous penalties has
not responded. In addition, the mentioned ratio was increased to 75%, according to the instruction
on calculation method of fixed asset to shareholders’ equity ratio, as notified in June 2015 and
the banks have been instructed to abandon their excess assets within a maximum three-year
period. The mentioned conditions demonstrate vagueness in the methods of implementing the
regulations set forth by the CBI, by Karafarin Bank. Effects of this paragraph have not resulted in
qualifying our opinion.

Report on Other Legal and Regulatory Requirements of Karafarin Bank (Public Joint Stock)
Report on Other Duties of the Legal Inspector

8- The requirements of Article 106 of the Commercial Code of Iran as to registration of the
substitution of one of the board members have not been complied.

9- The Bank did not have a managing director for an eight-month period, during which time, it
was administered by an acting managing director elected by the Board of Directors. In addition,
the Board of Director’s minute dated 06.08.2014, which refers to the selection of a new managing
director, along with his scope of authority has not been registered at the Corporate Registration
Department. Therefore, the requirements of Articles 124 and 128 of the Commercial Code
amended have been complied.

10- The Bank’s chairman resigned on 29.10.2013 and no one has replaced him so far.
Consequently, the requirements of Article 199 of the Commercial Code as amended have not
been complied.

11- The requirements of Articles 114 and 115 of the Commercial Code as amended regarding
collateral shares of one of the members of the Board of Directors have not been complied.
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12- We have examined the transactions with related parties, and reported all such transactions
as per Article 129 of the Commercial Code of Iran in note 53 of the financial statements. All such
tfransactions have been approved by the Board of Directors to comply with the requirements of
this article. Those transactions have incurred in ordinary course of business.

13- We have examined the report of the Board of Directors referring to the general condition of
Bank for the purpose of presenting to the general assembly has been drafted in line with Article
232 of the Commercial Code as amended. Considering the examinations, we did not encounter
any event leading to any discrepancy between the information provided in the aforementioned
report and the relevant documentation presented by the board.

Report on other Duties of the Auditor

14- The following banking regulations and circulars have not been complied:

Considering the financial criteria of customers and the banking industry’s conditions concerning
their activities, for the purpose of classifying assets and failure to comply with the Claims Provision
Instruction.

»  The determined quorum of large-scale commitments and facilities granted to the beneficiaries
of the unit with reference to three companies as well as the total commitments and credit
facilities granted to related persons.

» Drafting an integrated instruction for the purpose of identifying and registering all large-scale
facilities and commitments and any amendments that follow.

» The net fixed assets and collaterals to shareholders equity ratio.

» The investment limit in companies which are to provide revenues and in companies which are
to expand the scope of banking services.

»  Purchasing the shares of the Bank via its influential companies.

*  Making inquiries regarding tax conditions of borrowers prior to granting facilities.

* Allocating 95% of Gharz-al-Hassaneh resources towards Gharz-al-Hassaneh facilities.

15- There has been a delay in submitting the audited mid-term (six-month) financial statements
of the subsidiary companies which relate to the Securities & Exchange Organisation’s instruction,
referring to information disclosure.

16- We have examined the compliance of the requirements of internal controls over financial
reporting within the framework of the instructed checklist. With the exception of failure of the Audit
Committee to provide the necessary means to obtain reasonable assurance for the effectiveness
of such controls, we have not encountered any other significant instances where the mentioned
requirements have not been complied.

17- The maximum ceiling of the allocable profit has been stated in explanatory note 50. We would
like to draw the attention of the general assembly of the shareholders to paragraph 4 of this report.

18- In executing Article 33 of Combating Money Laundering Executive Instruction via the auditors,
compliance of the said act and its related executive instructions has been reviewed by this
institution in accordance with the framework of checklists as notified by the related authorities
and accounting standards. In this regard, with the exception of determining a particular person or
unit for combating money laundering training and notifying the said law to the employees, we did
not encounter any significant event of breach of the mentioned regulations.

07.07.2015
Farivaran Audit Firm
Mohammad Saeed Asgharian Javad Bostanian
800132 800056
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Karafarin Bank (PJSC)
Consolidated Balance Sheet
At March 20, 2015

March 20, 2015

Restated

March 20, 2014

Note
IRR million IRR million

Cash 5 820,317 662,946
Dues from CBI 6 10,657,956 10,644,794
Dues from Other Banks & Credit Institutions 7 16,039,907 15,381,725
Granted Facilities 8 70,195,991 59,128,314
Debtors of Letters of Credit & Term Bills of Exchange 9 115,113 133,397
Accounts Receivable 10 1,597,325 1,471,590
Participation Bonds & Funds with Fixed Income " 214,494 1,127,558
Investments 12 3,102,061 3,368,474
Tangible Fixed Assets 13 5,486,421 4,612,864
Intangible Assets 14 4,018,617 3,767,322
Other Assets 15 932,315 893,779
Total Assets 113,180,517 101,192,763
Off Balance Sheet ltems:

Letters of Credit 44 2,831,467 6,660,705
Letters of Guarantee 45 22,097,589 18,134,772
Managed Funds 46 402,749 379,645
Other Commitments & Memorandum ltems 47 386,493,086 331,787,122

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

52 |Karafarin Bank

Global Knowledge, Local Solution



Karafarin Bank (PJSC)
Consolidated Balance Sheet
At March 20, 2015

Restated
March 20,2015 ————
Liabilities & Shareholders’ Equity Note March 20, 2014
IRR million IRR million

Liabilities:
Dues to CBI 16 9,808,121 9,871,758
Dues to Other Banks & Credit Institutions 17 3,074,359 2,681,238
Demand Deposits 18 1,995,566 1,934,034
Gharz-al-Hassaneh Savings Deposits 19 390,058 489,056
Term Investment Deposits 20 75,990,045 65,281,678
Other Deposits 21 3,847,094 3,015,370
Tax Payable 22 594,584 809,678
Interest Payable on Deposits 23 12,108 162,013
Provisions & Other Liabilities 24 1,966,448 2,720,308
Payable Dividend 25 88,233 91,635
Provision for Termination Benefits 26 267,397 187,673
Total Liabilities 98,034,013 87,244,441
Shareholders’ Equity:
Capital 27 8,500,000 7,250,000
Increase in Flowing Capital 27-2 - 1,235,121
Statutory Reserves 28 2,868,329 2,318,434
Other Reserves 5,045 6,403
Revaluation Reserve of Fixed Assets 13-3 43,597 43,597
Retained Earnings 3,577,554 3,085,934
Total Shareholders’ Equity of the Parent Company 14,994,525 13,939,489
Minority Interest 29 151,979 8,833
Total Shareholders’ Equity 15,146,504 13,948,322
Total Liabilities & Shareholders’ Equity 113,180,517 101,192,763
Off Balance Sheet ltems:
Letters of Credit 44 2,831,467 6,660,705
Letters of Guarantee 45 22,097,589 18,134,772
Managed Funds 46 402,749 379,645
Other Commitments & Memorandum ltems 47 386,493,086 331,787,122

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

Annual Report 2014-201553



Karafarin Bank (PJSC)

Balance Sheet
At March 20, 2015

March 20, 2015

Restated

March 20, 2014

Assets Note
IRR million IRR million

Cash 5 814,811 660,464
Dues from CBI 6 10,657,956 10,644,794
Dues from Other Banks & Credit Institutions 7 15,918,873 15,316,851
Granted Facilities 8 69,313,107 58,281,424
Debtors of Letters of Credit & Term Bills of Exchange 9 115,113 133,397
Accounts Receivable 10 2,332,670 1,874,766
Participation Bonds & Funds with Fixed Income " 87,017 1,087,017
Investments 12 2,286,548 2,812,410
Tangible Fixed Assets 13 5,634,990 4,840,757
Intangible Assets 14 4,016,545 3,765,653
Other Assets 15 895,429 840,360
Total Assets 112,073,059 100,257,893
Off Balance Sheet ltems

Letters of Credit 44 2,831,467 6,660,705
Letters of Guarantee 45 22,097,589 18,134,772
Managed Funds 46 402,749 379,645
Other Commitments & Memorandum ltems 47 386,493,086 331,787,122

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

Balance Sheet
At March 20, 2015

Restated
March 20, 2015 —————
March 20, 2014

Liabilities & Shareholders’ Equity Note
IRR million IRR million

Liabilities:
Dues to CBI 16 9,808,121 9,871,758
Dues to Other Banks & Credit Institutions 17 2,009,392 2,051,333
Demand Deposits 18 1,995,566 1,934,034
Gharz-al-Hassaneh Savings Deposits 19 390,058 489,055
Term Investment Deposits 20 76,359,826 65,460,124
Other Deposits 21 3,847,094 3,015,370
Tax Payable 22 557,582 750,809
Interest Payable on Deposits 23 12,108 162,013
Provisions & Other Liabilities 24 1,931,109 2,593,798
Payable Dividend 25 13,799 22,332
Provision for Termination Benefits 26 262,482 183,720
Total Liabilities 97,187,137 86,534,346
Shareholders’ Equity:
Capital 27 8,500,000 7,250,000
Increase in Flowing Capital - 1,235,121
Statutory Reserves 28 2,840,984 2,285,685
Revaluation Reserve of Fixed Assets 13-3 43,597 43,597
Retained Earnings 3,501,341 2,909,144
Total Shareholders’ Equity 14,885,922 13,723,547
Total Liabilities & Shareholders’ Equity 112,073,059 100,257,893
Off Balance Sheet ltems
Letters of Credit 44 2,831,467 6,660,705
Letters of Guarantee 45 22,097,589 18,134,772
Managed Funds 46 402,749 379,645
Other Commitments & Memorandum ltems 47 386,493,086 331,787,122

The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Consolidated Income Statement
For the Year Ended March 20, 2015

Restated
Note Mareh 20, 2015 March 20, 2014
IRR million IRR million IRR million

Income from Joint Activities
Interest on Loans and Facilities 30 16,554,023 11,912,988
Interest on Deposits and Income from Investments 31 2,648,522 1,795,137

19,202,545 13,708,125
Interest Paid on Investment Deposits 32 (14,223,977) (9,596,980)
Difference in Accrged and Prepaid Interest on 33 0 (150,534)
Investment Deposits
th)icist::;rs’ Share in Income from Joint (14,223,977) (9,747,514)
Bank’s Share in Income from Joint Activities 4,978,568 3,960,611
Income from Non-Joint Activities
Interest on Loans and Facilities 30 311,148 776,188
Interest on Deposits and Income from Investments 31 54,767 86,915
Commission Income 34 681,258 710,057
Income from Currency Exchange Transactions 35 192,847 231,427
Other Income 36 464,860 354,971

1,704,880 2,159,558

Total Income 6,683,448 6,120,169
Expenses
General and Administrative Expenses 37 (1,559,900) (1,224,117)
Loan Loss Provisions Expense 38 (527,648) (352,199)
Financing Expense 39 (273,042) (137,103)
Commission and Other Expenses 40 (145,645) (186,111)

(2,506,235) (1,899,530)
SL?TL}JS:niC;zota from Interest of Affiliated 68,753 115,540
Net Profit before Tax 4,245,966 4,336,178
Tax (665,476) (646,324)
Net Profit 3,580,490 3,689,854
Minority Interest from Net Profit 7,685 4,313
Earnings per Share
Primary Earnings per Share — IRR 52 433 510
Diluted Earnings per Share — IRR 52 433 451

The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Income Statement
For the Year Ended March 20, 2015

March 20, 2015

Restated

March 20, 2014

Note
IRR million IRR million IRR million

Income from Joint Activities
Interest on Loans and Facilities 30 16,554,023 11,912,988
::t/egset?;;):tsDeposits and Income from 31 3,057,452 1,840,659

19,611,475 13,753,647
Interest Paid on Investment Deposits 32 (14,349,238) (9,642,010)
e e PP e g : (50530
zst?\zzggrs’ Share in Income from Joint (14,349.238) (9,792,544)
Bank’s Share in Income from Joint Activities 5,262,237 3,961,103
Income from Non-Joint Activities
Interest on Loans and Facilities 30 98,927 582,175
::beer;it] g:tsDeposits and Income from 31 4526 86,915
Commission Income 34 640,964 634,798
'Trl‘;zr::;;'lrgg Currency Exchange 35 192,847 231,427
Other Income 36 257,749 146,054

1,195,013 1,681,369

Total Income 6,457,250 5,642,472
Expenses
General and Administrative Expenses 37 (1,450,094) (1,129,207)
Loan Loss Provisions Expense 38 (520,587) (336,747)
Financing Expense 39 (19,278) (19,325)
Commission and Other Expenses 40 (145,645) (186,111)

(2,135,604) (1,671,390)
Profit before Tax 4,321,646 3,971,082
Tax 22 (619,649) (589,948)
Net Profit 3,701,997 3,381,134

The explanatory notes are an integral part of the parent company financial statements.
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Karafarin Bank (PJSC)
Consolidated Retained Earnings Statement
For the Year Ended March 20, 2015

Restated
March 20, 2015 _—
Note March 20, 2014
IRR million IRR million IRR million

Net Profit 3,580,490 3,689,855
Retained Earnings - Opening Balance 3,402,670 3,048,279
Prior Period Adjustments 41 (316,736) (797,053)
Adjusted Opening Retained Earnings 3,085,934 2,251,226
égj;ssg?g;s from Share Sales of Subsidiary 21,525 0
Allocable Profit 6,687,949 5,941,081
Profit Allocation:
Ratified Dividend 25 (2,554,061) (2,337,500)
Bonus of the Board of Directors (5,938) (6,113)
Statutory Reserve 28 (549,894) (511,057)
Other Reserves (502) 477)
Allocated Profit (3,110,395) (2,855,147)
Retained Earnings - Closing Balance 3,577,554 3,085,934
Retained Earnings - Minority Interest 59,159 15,679

The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Retained Earnings Statement
For the Year Ended March 20, 2015

Restated
March 20, 2015 _—
Note March 20, 2014
IRR million IRR million IRR million

Net Profit 3,701,997 3,381,134
Retained Earnings - Opening Balance 3,222,106 2,924,053
Prior Period Adjustments 41 (312,962) (546,873)
Adjusted Opening Retained Earnings 2,909,144 2,377,180
Allocable Profit 6,611,141 5,758,314
Profit Allocation:
Ratified Dividend 25 (2,550,000) (2,337,500)
Bonus of the Board of Directors (4,500) (4,500)
Statutory Reserve 28 (555,300) (507,170)
Allocated Profit (3,109,800) (2,849,170)
Retained Earnings - Closing Balance 3,501,341 2,909,144

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)
Consolidated Cash Flows Statement
For the Year Ended March 20, 2015

March 20, 2015 March 20, 2014
Note IRR million IRR million IRR million

Operating Activities
Net Cash Inflow from Operating Activities 42 4,087,195 7,044,636
Return on Investments and Servicing of
Finance
Dividends Received 281,176 186,302
Interest Paid (273,042) (137,103)
Dividends Paid (2,557,463) (1,146,162)
investments and Senicng of Fnance (2549329 (1,096.963)
Taxation
Income Tax Paid (870,604) (734,344)
Investment Activities
Purchase of Investments (544,211) (2,796,247)
Purchase of Tangible Fixed Assets (1,192,761) (1,751,780)
Purchase of Intangible Assets (140,105) (16,579)
Sale of Investments 1,171,482 1,374,085
Sale of Tangible Fixed Assets 81,739 311,130
Zsttl\fl}t?es: Inflow (Outflow) from Investment (623,856) (2,879,391)
Xsttl\ftla:: Inflow (Outflow) before Financing 43.406 2.333,938
Financing Activities
Capital Increase 161,129 80,423
Financial Facilities Received 458,039 1,886,000
E:gﬁtyi/g;ent of Principal on Financial (22,977) (1,503,480)
Net Cash Inflow from Financing Activities 596,191 462,943
Net Cash Inflow 639,597 2,796,881
Effect of Foreign Exchange Differences 192,847 231,427
Net Increase (Decrease) in Cash 832,444 3,028,308
Cash - Opening Balance 43 16,351,243 13,322,934
Cash - Closing Balance 43 17,183,687 16,351,242
Non-Cash Transactions 43-1 0 1,154,698

The explanatory notes are an integral part of the consolidated financial statements.
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Karafarin Bank (PJSC)
Cash Flows Statement
For the Year Ended March 20, 2015

March 20, 2015

March 20, 2014

Note
IRR million IRR million IRR million

Operating Activities
Net Cash Inflow from Operating Activities 42 3,979,204 7,077,160
Return on Investments and Servicing of
Finance
Dividends Received 268,866 232,259
Interest Paid (19,278) (19,325)
Dividends Paid (2,558,533) (1,183,350)
investments and Senicng of Fnance 2308045 (@70416)
Taxation
Income Tax Paid (802,910) (716,364)
Investment Activities
Purchase of Investments (205,853) (2,726,237)
Purchase of Tangible Fixed Assets (1,053,707) (1,748,114)
Purchase of Intangible Assets (137,659) (12,677)
Sale of Investments 1,092,572 1,507,565
Sale of Tangible Fixed Assets 2,831 252,330
Zsttlvclltla:: Inflow (Outflow) from Investment (301,816) (2,727.133)
;I\E;\ft?:: Inflow (Outflow) before Financing 565,533 2,663,246
Financing Activities
Capital Increase 14,879 80,423
Net Cash Inflow from Financing Activities 14,879 80,423
Net Cash Inflow 580,412 2,743,669
Effect of Foreign Exchange Differences 192,847 231,427
Net Increase in Cash 773,259 2,975,096
Cash - Opening Balance 43 16,283,887 13,308,791
Cash - Closing Balance 43 17,057,146 16,283,887
Non-Cash Transactions 43-1 0 1,154,698

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, 2015

1. HISTORICAL BACKGROUND OF ACTIVITIES

1.1. Overview

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

The Bank was established and commenced its operations following registration at the Tehran
Corporate and Industrial Ownership Registry 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 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 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
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 chequebooks and offering all services relating to cheque laws and regulations.

»  Carrying out inter-banking operations.

»  Granting credit facilities within the legal framework, 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 Rials (IRR).

» Accepting representation in order to collect funds, to pay bills, 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 financial facilities, etc.)

*  Fund 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 Sokuk bonds.

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

*  Providing insurance coverage for its assets held by companies and insurances.

» Creating and sustaining link with correspondent banks in Iran and overseas.

» Customs and excise clearance.
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

»  Collecting claims for L/Cs.

»  Collecting dividends on behalf of customers and depositing them in the relevant accounts.

»  Selling tax 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 20 March 2015 is reported as follows:

March 20, 2015 March 20, 2014

Branches-Tehran Province 53 50

Branches-Other Provinces 46 47

Branches-Free Zones 2 1
101 98

1.4. Employees

The number of employees at the end of 20 March 2015 is reported as below:

March 20, 2015 March 20, 2014

Head Office 556 535
Branches-Tehran Province 533 480
Branches-Other Provinces 551 532
Contract Employees of the Service Companies 227 233
1,867 1,780

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.
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Subsidiaries subject to consolidation are:

» Karafarin Bank Leasing Company

» Omid Karafarin Trade Development Company
» Karafarin Bureau de Change

» Karafarin Abineh Gostar Company

» Karafarin Bank Brokerage Company

» Karafarin Amin Etemad Company

» Karafarin Bank Investment Company

» Karafarin Asr Amin Company

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 Group Consolidated Accounts Company Accounts

Investments in consolidated Subject to consolidation Historical cost (less any

subsidiaries provisions for impairment)
Investments in affiliated . Historical cost (less any
. Equity method - . .

companies provisions for impairment)

Other long-term investments Hlstc?r[cal cost.(lessf any Hlstgrl'cal cost'(less' any
provisions for impairment) provisions for impairment)

Current Investments:
Long-term Investments Group Consolidated Accounts Company Accounts

Lower of cost and net realisable Lower of cost and net realisable

Investments in trading securities ~ value on an aggregate portfolio value on an aggregate portfolio
basis basis
Lower of cost and net realisable Lower of cost and net realisable

Other short-term investments value on the basis of individual value on the basis of individual
investments investments
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Revenue Recognition Method:

Long-term Investments Group Consolidated Accounts

Company Accounts

Investments in consolidated

e Subject to consolidation
subsidiaries

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

Investment in affiliated companies Equity method

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

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

Other current and long-term
investments

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

4.2. Tangible Fixed Assets

4.2.1. All tangible fixed assets, except 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 latest evaluation took place in 2011-12 period
by independent valuation experts.

4.2.3. Depreciation on tangible 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 and Method

Buildings and Utility Equipment 7% Declining Balance

Automotive Vehicles 25% and 35% Declining Balance

Computer Systems’ Hardware 3 and 10-Year Straight Line

Automated Teller Machines 10-Year Straight Line

Furniture and Fixtures 10-Year Straight Line

POS 10-Year Straight Line

Fixed assets that are acquired and operationalised 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 Taxation Act.
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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.

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 ratification 1044 dated 16 July 2005 of Money & Credit Council, income recognition of
the Bank is based on commitment method.

Income Recognition method

Based on time, principal balance and minimum expected

Interest on loans and financial facilities .
interest rate

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 procurement and agency
fees.

It is noteworthy that for outstanding and doubtful instalments commitment profit is not recognised.

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 of 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.
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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 collect outstanding amounts.

D) Doubtful Facilities: Financial facilities that have been outstanding for over 18 months and for
which the customer has not yet made any clear attempt to repay outstanding amounts.

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

All foreign currency monetary and non-monetary items are exchanged on the date of balance
sheet at CBl reference rate. The differences resulting from the exchange of foreign currency items
are identified as income or expenses and will be reflected in the income statement.
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5. CASH
Group Company
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014
IRR million IRR million IRR million IRR million

Vault Cash — Foreign Currency 437,881 381,130 437,274 378,700
Vault Cash — IRR 379,620 278,978 374,721 279,206
Other 2,816 2,838 2,816 2,558
820,317 662,946 814,811 660,464

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 and fire is fully provided by Karafarin Insurance Company.

6. DUES FROM THE CENTRAL BANK OF IRAN

Group Company

Note March 20,2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Statutory Deposit (6-1) 10,334,493 9327283 10,334,493 9,327,283
current Accountwih the 322,879 305,826 322,879 305,826
Others 584 1,011,685 584 1,011,685
10,657,956 10,644,794 10,657,956 10,644,794
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6.1. Statutory deposit held at the CBI in execution of Clause 3 of Article 14 of the Monetary &
Banking Act and is calculated in accordance with the rates determined by the Monetary & Credit
Council and approved by the CBI. The mentioned statutory deposit is as follows:

March 20, 2015 March 20, 2014
Rate (Percent) IRR million Rate (Percent) IRR million

Demand Deposits 13.5% 305,216 17% 270,667
Gharz-.aI-Hassaneh Saving 10% 1,562 10% 269
Deposits
Short-Term & Special Short-Term 13.5% 3,612,653 15.5% 4,456,616
Deposits
1-Year Long-Term Deposits 13.5% 4,840,129 15% 2,352,752
2-Year.& 3-Year Long-Term 13.5% 49,925 1% 358,317
Deposits
4-Year & 5-Year Long-Term 13.5% 1,278,895 10% 1,618,330
Deposits
Other Deposits Include
Guarantees & L/C Advances 13.5% 246,113 17% 270,332
Received, ...

10,334,493 9,327,283

6.2. Towards the end of 2011-12 period, the Central Bank of the Islamic Republic of Iran (CBI),
debited Karafarin Bank (this was also the case with all Iranian banks, and Karafarin Bank’s
position was better than other banks) IRR741 billion due to the difference in currency rates. In
executing the resolution of the Central Bank of Iran’s (CBI) executive board and in assessing
the truth regarding withdrawals from the banks’ accounts, the CBI requested the submission of
the relevant documents and evidence. Based on the existing records in the CBI inspectors initial
report (during 2012-13 period), the total withdrawals of IRR4,544 ought 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. In order to clarify the final foreign
currency debt or claims situation, the CBI has decided that this matter should be reviewed by an
independent auditor.

7. DUES FROM BANKS AND CREDIT INSTITUTIONS

Group Company

Note March 20,2015 March 20,2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Accounts with Banks and
Credit Institutions - Foreign (7-1) 11,977,206 11,937,194 11,966,582 11,937,107
Currency
Accounts with Banks and
Credit Institutions - IRR (7-2) 4,062,701 3,444,531 3,952,291 3,379,744
16,039,907 15,381,725 15,918,873 15,316,851

Annual Report 2014-2015|69



786'996°'LL  ¥E9'8L Lv8'ee Lyy'09Z°'0SE'L 829198 €66'00C'6. ¥E€8'6Y9 S9v'008'€yl  ¥88'0LY 819'6/L'19 /€6'965'9  €09'€85°//€'8C 8LO°LLL ¥8€'G88'08€  GOS'¥86'}  8¥6°/08'G9  €8Z'S00°L  ¥S9'0L6'SE

€81'962°0L  68€'291 98z'ce 201'698°L2e'L  829'198 €66'002'6L ¥E8'6Y9 S9Y'008'€ylL  ¥60'SYE 866'G/Z'GY  699'09Y'9  LSY'60V'L6LLC  066°0LL G86'228'08¢ 92S'/GSL  €€6'8¥9'LS  ¥S r6°L
889°0€L v.6'cC Ll 188'689 0 0 €98'GlL 682°01G'€ l2e'8 ¥G¥'260'L 62T 0€2°/8.'6 0 0 ¥9L°LL 8¥8'65€'C  ¥S €v6°L Syueg J8yio
89z'ce 0 89z'ce Slz'eLL'lze’ L 0 0 0 0 0 0 0 0 0 0 0 0 0 0 IN08S Yueg HOOM
. ‘ : i ¢ p . (queg sewy)
090°69 15¥'€ 0 0 0 0 0 0 0 0 y'LS 8lcchL'Lye 0 0 151'8 687'0.C 0 0 sueg elnpuiy
. . Sjuawade|d ap }o
8G6°0771 856 0¥ 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 8018WWOY) P Yueg
066°0LL 0 0 0 0 0 0 0 0 0 0 0 066°0LL G86°228'08€ 0 0 0 0 elpuj yueg 0oN
. ‘ ‘oo - youelig
192'9¢€ 0 0 0 0 0 0 0 19/°9¢€ vrsesl' vy 0 0 0 0 0 0 0 0 leqng sueg 1low
‘ . - . ‘an ¢ eulyo
[xA 4] 0 0 0 0 0 116°¢€9 9/1°'062'0¥L 0 0 0 0 0 0 Loe'vLe 00¥'90LL O 0 unjunyy Jo yueg
zes'szl'c 0 0 0 829'198 €66°002'6L 0 0 0 0 0 0 0 0 ¥06'€9C'L  L6LCL6'LY 0 0 Kosyny isesiueg yieH
8v6'00¥'9 0 0 0 0 0 0 0 0 0 8¥6'00¥'9  €00°0LS'vES'LC O 0 0 0 0 0 ueder sueg oynzipy
:syueg ubraio4
00L‘0LL'L  GvE'sL 196 6EE°16ECT 0 0 0 0 16.'SCL 0Z9°€0G'9L  89Z'9ElL ZSL'vLL'98G 8¢ 66€°29 61692y ¥L0'6GL'VL  822'G00°L  012'806'GE
8//'0/0'L 0O 196 6EE°16E2T 0 0 0 0 196°LC) 9861009k 0 0 0 0 1454 8G6°0VY'L  96.'V06 990°LeeZe syued BYio
658'SL Sev'e 0 0 0 0 0 0 6le'e z8z'zey 0 0 0 0 YEE'8 §/€'9.2 T8 5899 sueg jeselo)
¥es°ee 0 0 0 0 0 0 0 0 0 0 0 0 0 7502 €92°189 686°L 990°}.L Jueq 1zieneysay
. . . . . Jueg
L1eee 0 0 0 0 0 0 0 0 0 0 0 0 0 20.'0C 26%'989 §Gl§s'c G€8'68 UINON PesayB3
8 . . . . yueg
106°¢C 0 0 0 0 0 0 0 288 89€°9/ 0 0 0 0 671'cC €69'/9/ 0L ¥90°9 Juswdojenad Hodxg
£79°9C 0 0 0 0 0 0 0 0 0 0 0 0 0 0v5'9e 080°088 0l 00L°€ ueg yedeg
S00°SE 65S°LL 0 0 0 0 0 0 0 0 0 0 0 0 069°0L 6.V'vSE 9G.°CL 189°GGY Jueg NIsN
102’9 0 0 0 0 0 0 0 0 0 0 0 0 0 §15°29 S¥0'€L0C 989 00S've Jueg vewes
ZEV'S8 0 0 0 0 0 0 0 0 0 0 0 0 0 eviie ZL102 682'%9 €25'962'C Jueq jeispes
69v' vl [RerAl 0 0 0 0 0 0 €C G86'C 0 0 0 0 €GLevL 6L0°LVLY  2v LG Jueq je|isN
290°661 0 0 0 0 0 0 0 0 0 89Z'9€L 25121 98G 8¢ 66€°29 9G.'9y /9¥'0SG'L  0L0'9L 016°LLS Jueg uelsied
:syueg [eao]
uoljjiw uoljjiw uoljjiw uoljjiw uoljjiw uoljjiw uoljjiw uoljjiw
YYI -3 YHI—udl Y| - Ul junowy X4 YYI—Ud]  junowly X4 Yy|—ud|  Junowy X4 ¥yl -3IU| Junowy X4 Yyl —3ud| junowy X4 Yy -9 Junowy X4 ¥yl -IUS| Junowy X4 yyl—3ud| junowy X4
-eAlnbg -eAInbg -eAlnbg -eAInbg -eAInbg -eAInbg -eAInbg -eAlnbg -eAlnbg -eAlnbg
saloualINgy
lejoL uBraiog UOA\ Uealoy| yinosg BJIT yspnL uenj asaulyo weyaig 3vn ua) esaueder yeidny ueipuj oung Jejjod sn
EElt o)

:SMOJ|0} Sk aJe syueq ublaio} pue [eoo)
‘usodep Jo adAy ‘Aous.ino ublalo) Jo 8dA) uo paseq slisodsp puewap apnjoul YoIym 1oays aoue|ed Jo aep ay) je Auedwo) 1usled 8y Jo sysodsp Aoualino ubiaod "2

G10Z ‘0Z YoJe|\ papul Jesp ayj 104
sjuswiajels |eioueuld pajepijosuo) ayj} 0} S8J0N

(0srd) yueg uuejesey



Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

7.2. Deposits in IRR held with banks is as follows:

Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million

Parsian Bank 1,800,000 0 1,800,000 0
Sarmaye Bank 1,000,000 2,500,000 1,000,000 2,500,000
Ansar Bank 500,000 0 500,000 0
Iran Zamin Bank 200,000 0 200,000 0
Saman Bank 250,000 0 250,000 0
Other Banks 312,701 944,531 202,291 879,744

4,062,701 3,444,531 3,952,291 3,379,744
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

8. LOANS AND FACILITIES
The Bank’s financial products in Islamic (Shariah-based) contracts as at the balance sheet date
consist of the following items.

Group Company
March 20,2015 March 20,2014 March 20,2015 March 20, 2014
IRR million IRR million IRR million IRR million

Morabeheh (Installment Sale) 72,758 85,106 72,758 85,106
Li}c();'\lleizcr:e()commissions—Based 664 664 664 664
:j:irfeghu‘::‘h'g::)"'aai 912,258 875,223 13,495 14,856
'g"::;;agb)eh (Retail / Corporate 5,856,265 6,031,815 5,856,265 6,031,815
xg;r:agg'r‘;:zmgfam 54,822,697 44,910,554 54,822,697 44,910,554
Non-IRR Products 712,066 580,202 712,066 580,202
Personnel Facilities 1,518,204 1,000,822 1,518,204 1,000,822
Overdue Facilities 811,808 726,451 811,808 726,451
Differed Facilities 2,345,121 2,607,481 2,345,121 2,607,481
Doubtful Facilities 3,713,390 3,023,484 3,713,390 3,023,484
Total 70,765,230 59,841,802 69,866,467 58,981,435
Mozarabeh Funds Received (2,489,705) (2,203,080) (2,489,705) (2,203,080)
Profit of Future Years (666,280) (623,015) (666,280) (623,015)
Loan Loss Provisions-General (1,094,692) (919,002) (1,078,813) (905,525)
;gaegihgss Provisions-Loan (1,528,954) (1,181,377) (1528954)  (1,181,377)
Total 64,985,599 54,915,327 64,102,715 54,068,438
Debtors of Paid L/Cs 192,615 40,934 192,615 40,934
Doubtful Debts of Paid L/Cs 543,592 549,583 543,592 549,583
Debtors of Paid Guarantees 36,766 9,881 36,766 9,881
gz:*:;f:t'ez:bts of Paid 322,682 316,080 322,682 316,080
Net Facilities 66,081,255 55,831,805 65,198,371 54,984,915
Egct:)i}i?iress()f Profit Receivable of 4,112,941 3,296,227 4,112,941 3,296,227
E:il()jt?_r/sé;:f Profit Receivable of 1795 282 1795 282
Total Facilities 70,195,991 59,128,314 69,313,107 58,281,424
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

8.1. Loans and facilities based on related principle, interest and provisions.

Group Company
March 20, March 20, March 20, March 20,
2015 2014 2015 2014
Profitof  Frovision
Net Net Balance Future Net Net
Years Doubtful
Debts
IRR million IRR million IRR million IRR million IRR million IRR million IRR million
Morabeheh
(Installment 1,146,907 679,621 1,699,730 (507,325) (45,498) 1,146,907 679,621
Sale)
Joaleh
(Commissions- 53,450 134,693 185,632 (130,061) (2,120) 53,450 134,693
Based Service)
ljara Thumma
al-Bai 895,398 868,088 28,228 (15,217) (496) 12,514 21,196
(Hire Purchase)
g::z; (Forward 45,201 48,410 46,994 0 (1,793) 45,201 48,410
Mozarabeh
(Retail/Corporate 6,644,797 6,744,448 6,880,757 0 (235,960) 6,644,797 6,744,448
Banking)
Mosharekat-e-
Madani (Joint 55,305,845 45,191,385 57,400,946 0 (2,095102) 55,305,845 45,191,385
Partnership)
Non-IRR
1,079,759 1,721,269 1,136,269 (13,676) (42,834) 1,079,759 1,721,269
Products
B%bsmrs for Paid 708,117 549,361 736,208 0 (28,091) 708,117 549,361
Debiors for Paid 345,733 1,477 359,448 0 (13,715) 345,733 1,477
Guarantees
Debtors for
Facilities 3,970,784 3,179,562 4,112,941 0 (142,157) 3,970,784 3,179,562
Profits
70,195,991 59,128,314 72,587,154 (666,280) (2,607,767) 69,313,107 58,281,423
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

8.2. Disaggregation based on type of financial facilities according to the Money and Credit
Council’s Classification Manual is outlined below:

Company
20 March 2015

Non-
Facilities Current Past Due Performing Doubtful Total

IRR million IRR million IRR million IRR million IRR million

Morabeheh (Installment Sale) 1,583,368 4,623 22,504 89145 1699730
Joaleh (Commissions-Based 8,258 297 23298 153779 185632
Service)

ljara Thumma al-Bai (Hire 15,450 3,322 3,804 5,652 28,228
Purchase)

Salaf (Forward Sale) - 143 ] 46,852 46,994

Mozarabeh (Retail/Corp. Banking) 5,384,532 101,764 408,108 986,353 6,880,757

Mosharekat-e-Madani (Joint 53871603 652281 1229096 1,647,067 57,400,946

Partnership)

Non-IRR Products 712,066 - 104,218 319,985 1,136,269

Debtors for Paid L/Cs 192,615 - - 543,592 736,208

Debtors for Paid Guarantees 36,766 - - 322,682 359,448

Debtors for Facilities Profit 2,211,755 145,888 615,007 1,140,291 4,112,941
64,016,414 908,318 2,407,024 5,255,398 72,587,154

Less

Unearned Income (666,280) - - - (666,280)

Loan Loss Provisions-General (950,252) (13,625) (36,105) (78,831) (1,078,813)

Loan Loss Provisions-Loan

Speific - (24,369) (57,410) (1,447,175) (1,528,954)

62,399,882 870,324 2,313,509 3,729,392 69,313,107
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

8.3. Financial facilities based on maturity and interest rate are disaggregated as follows:

March 20, 2015 Mazrg:‘ 420’
Interest Rate
Over 24% 21-24% 18-21% 15-18% 12-15% 12:/:}::0' Total Total
Facilities IRR IRR IRR IRR IRR IRR IRR IRR
million million million million million million million million

Past due 5,586,557 1,179,098 3,346 6 - 144,218 6,913,225 6,880,744
2014-15 5,699,653 - - - - - 5,699,653 5,863,040
2015-16 56,089,377 1,710 46 - 737 605,026 56,696,895 45,525,106
2016-17 1,524 53 - - - - 1,576 7,667
2017-18 630 - - - - - 630 2,580
:r?(;i-fzjr N - - - - 1,128 1,128 2,288
67,377,741 1,180,861 3,391 6 737 750,371 69,313,107 58,281,424
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

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

March 20, 2015

March 20, 2014

IRR million IRR million
Land, Building & Machineries 26,880,768 23,423,723
Stock 16,897,359 11,338,088
Cheque & Promissory Note 23,836,848 21,764,413
Participation Bond & Deposit 1,271,873 1,302,379
Other Assets 426,260 452,822
69,313,107 58,281,424
Without Pledge - -
69,313,107 58,281,424
9. DEBTORS FOR TERM LETTERS OF CREDIT
Group Company

March 20, 2015 March 20, 2014

March 20, 2015

March 20, 2014

IRR million IRR million IRR million IRR million
Debtors., for Foreign Currency L/Cs & 116,866 135,428 116,866 135.428
Term Bills
Less: General Provision for Doubtful (1,753) (2,031) (1,753) (2,031)
Debts
Net Debtors _for Foreign Currency L/ 115,113 133,397 115,113 133,397
Cs & Term Bills

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

Group

Company

Note March 20, 2015 March 20, 2014

March 20, 2015

March 20, 2014

IRR million IRR million IRR million IRR million
Sundry Debtors — IRR (10-1) 584,174 523,001 1,345,208 1,107,695
iﬂ?rigceebmrs —Foreign 449 870,709 633,288 870,709 633,287
Prepayments (10-3) 142,442 315,301 116,753 133,784
1,597,325 1,471,590 2,332,670 1,874,766
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

10.1. Sundry debtors (Local currency- IRR) include the following items.

Group Company

Note March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million

Dividend Receivable (10-1-1) 169,718 63,419 996,826 505,209
Stock Brokerage 8,829 0 8,829 214,736
Karafarin Bank 0 0 71,322 176101
Investment Co.
Accrued Interest -
Participation Securities (10-1-2) 674 14,461 674 14,461
Received Profit of
Granted Facilities to 4,434 0 4,434 43,322
Banks
Others 400,519 445,121 263,123 153,866

584,174 523,001 1,345,208 1,107,695

10.1.1. Dividend receivable is as follows:

Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million

Group Member Companies:
Karafarin Bank Investment Co. 0 0 323,580 279,494
Karafarin Leasing Co. 0 0 162,406 112,406
Karafarin Bureau de Change 0 0 279,944 21,996
Karafarin Bank Brokerage Co. 0 0 54,000 24,000
Karafarin Asr Amin Co. 0 0 2,277 2,277
Karafarin Abnieh Gostar Co. 0 0 4,900 1,617
Karafarin Insurance Co. 53,033 19,197 53,033 19,197

53,033 19,197 880,140 460,987
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million

TSE Companies:
rersian Gulf Petrochemical 58,881 5,844 58,881 5,844
Khouzestan Steel 14,469 0 14,469 0
Civil Pension Fund 9,157 3,027 9,157 3,027
Iran Investment — Non-TSE Listed 8,750 0 8,750 0
Ghadir Investment 8,512 9,404 8,512 9,404
Jam Petrochemical 6,755 0 6,755 0
Parsian Oil & Gas Development 5,353 15,596 5,353 15,596
Pardis Petrochemical 908 2,398 908 2,398
myeesst rieh:teztals Development 809 0 809 0
Bandar Abbas Oil Refinery 720 870 720 870
Iran Chemical Industries 585 471 585 471
;avzrs\llrrr]];r;armaceutlcal 375 0 375 0
Tehran Cement F372 477 372 477
Darab Cement 364 325 364 325
Electronic Network Payment Card 363 0 363 0
Behshahr Industries Development 151 75 151 75
o Dot P 8 : 8 :
Kordestan Cement 50 507 50 507
:jl:emic Republic of Iran Shipping 44 0 44 0
Sahand Rubber Industries 10 10 10 10
Other Companies 0 5,218 1 5,218

116,685 44,222 116,686 44,222

169,718 63,419 996,826 505,209
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

10.1.2. This figure represents accrued interest on participation securities that have been accounted
for and recognised under the accrual method.

10.2. Sundry debtors (foreign currency) include the following items.

Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Our Foreign Currency Checks 741,424 211,394 741,424 211,394
Clients Receivable Commission 125,378 0 125,378 0
83It_)rtesncz:fyClients - Trading Foreign 0 29,206 0 29,206
Foreign Currency Facilities 1,420 4,282 1,420 4,282
Others 2,488 388,407 2,488 388,406
870,709 633,288 870,709 633,287
10.3. Prepayments as at the balance sheet date comprise the following items.
Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million

FB{jirl‘é’inF;epa" & Maintenance of 103,680 129,440 103,680 129,440
Employees’ Welfare Scheme 3,970 3,813 3,970 3,692
Computer Systems 4,783 288 4,783 288
Advertising Contracts 125 125 125 125
Foreign Orders 0 117,671 0 0
Others 29,884 63,964 4,195 239

142,442 315,301 116,753 133,784
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

11. PARTICIPATION SECURITIES & FUNDS WITH FIXED INCOME

Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Middle East Holding Participation 0 1,000,000 0 1,000,000
Bonds
Other Participation Bonds 98,051 0 0 0
98,051 1,000,000 0 1,000,000

Amin Karafarin Investment Fund 63,517 66,756 63,517 63,517
Arman Karafarin Investment Fund 36,676 46,852 23,500 23,500
Karafarin Brokerage Investment 16,250 13,950 0 0
Fund

116,443 127,558 87,017 87,017

214,494 1,127,558 87,017 1,087,017
12. INVESTMENTS

Group Company

Note March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Short-Term Investments  (12-1) 1,985,430 2,339,382 1,871,785 2,332,639
Long-Term Investments  (12-2) 1,116,631 1,029,092 414,763 479,771
3,102,061 3,368,474 2,286,548 2,812,410
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

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

Group Company
March 20, 2015 March 20, 2014
Historical Cost Market Value Historical Cost Market Value
Group IRR million IRR million IRR million IRR million

Ofh Soke & Nuclear Energy 296,089 88,511 273,381 88,511
Banks & Credit Institutes 340,700 267,561 336,032 267,561
Investment Fund 26,223 56,283 26,223 56,283
Chemical Products 723,196 799,810 723,196 799,810
Base Metals 291,004 185,598 272,938 185,598
'\C";’r']tqig\’i‘g?”a' Industrial 72,955 78,504 69,593 78,504
Technical & Engineering Services 4,070 1,034 1,183 1,034
Cement, Iron & Plaster 18,331 7,350 13,182 7,350
Telecommunication Group 1,085 773 1,083 773
o1 & Gas Extraction & Side 10,986 13,629 10,986 13,629
Foodstuff Industries 7,636 5,404 7,636 5,404
Transportation 19,914 2,441 2,558 2,441
Pharmaceutical Industries 3,756 3,140 3,756 3,140

1,985,430 1,642,258 1,871,785 1,642,258

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

Group Company

Note March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Investment in Shares 1, , 4, 737,319 488,029 414,763 479,771
of Other Companies
Investmentin 379,312 541,063 414,763 0
Construction Projects
1,116,631 1,029,092 829,526 479,771
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Notes to the Consolidated Financial Statements

Karafarin Bank (PJSC)

For the Year Ended March 20, 2015
12.2.1. Investment in other companies is as follows:

Group Company
Investee T'g;’:miei " o‘:‘v':;’:i Ownership March20, March20, March20, March 20,
Companies Shares the Banl:’ (%) 2015 2014 2015 2014

IRR million IRR million IRR million IRR million
Karafarin
f::‘/g';tmem 200,000,000 97,969,000  48.98% 0 0 97,969 159,969
Co. (12-2-2)
E:;ES”CO 100,000,000 99,999,996  100% 0 0 100,000 100,000
Karafarin
Bank 50,000,000 49,999,996  100% 0 0 50,000 50,000
Brokerage Co.
ﬁzﬁf:r:?e co.  1:200000,000 239,969,739  20% 338,291 337,028 109,132 109,132
Karafarin
Bureau de 20,000,000 19,996,000  99.98% 0 0 19,996 19,996
Change
Karafarin
Abnieh Gostar 10,000,000 4,899,999  49% 2,602 1,021 4,900 4,900
Co.
Karafarin
E':\?;opment 0 0 0 19,131 7,506 0 0
Co.
Amin Etemad 0 0 0 1786 700 0 0
Karafarin Co.
Mofid
Economic 0 0 0 115,080 105,000 0 0
Group
f:;’;"se Kalaye 0 0 0 0 500 0 0
Kardan Co. 0 0 0 27,366 30,974 27,366 30,974
g:)(l))?r:eﬁ'ect:f 0 0 0 227163 0 0 0
Others 0 8499998 0 5,900 5,300 5,400 4,800

737,319 488,029 414,763 479,771

12.2.2. The Bank’s investment in Karafarin Bank Investment Co. decreased by 30% in May 10,
2014. The Bank’s ownership percentage in the mentioned company was 49% at the date of this

report.
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

12.3. Details of Group’s subsidiary and affiliated companies are as follows:

i Percent of Investment
Note Location Main Activity
Group Company

Affiliated Companies:

Issuance of

Karafarin Insurance Co. (12-3-1) Tehran 22.83 20 .
insurances

Subsidiary Companies:

Investment in shares
Karafarin Bank Investment Co. Tehran 49 49 of companies &
institutions

Cash, instalment &

Karafarin Leasing Co. Tehran 100 100 .
hire purchase sales
Karafarin Bank Brokerage Co. Tehran 100 100 Trading shares
Trading foreign
Karafarin Bureau de Change Tehran 100 100 currencies, coins gold
& silver

Implementation of
Karafarin Abnieh Gostar Co. Tehran 74 49  construction projects
including renovation

Omid Karafarin Trade Tehran 37 0 All Iegall .trade
Development Co. activities

Receiving differed
Amin Etemad Karafarin Co. Tehran 49 0  dues of the Bank &
Group companies

Asr Amin Karafarin Co. Tehran 100 0

Quota From
Net Assets

IRR million

Investment in Affiliated
Company (Karafarin Insurance

Co.)
Balance at the Beginning of the 337,028
Year
Quota from Profit of Affiliated
Companies — Performance of 68,754
2013-14
Dividend Received during the (67,490)
Year

338,291

12.3.1. Having membership on the Board of Directors of the Karafarin Insurance Company,
the Karafarin Bank holds considerable influence on the said company. Therefore, the Karafarin
Insurance Company is considered to be the Bank’s subsidiary company.

Based on the financial statements for the period ended March 2015 (until the date of this report,
the auditing was not finished) total assets, liabilities, income and net profit of the Karafarin
Insurance Company were IRR14,580,062 billion, IRR12,841,063 billion, IRR3,743,205 billion and
IRR321,507 billion respectively.
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

13.3. The Bank’s land and goodwill was revalued in 2011-12 and a difference in the amount of
IRR2,043,597 million has been identified under the heading of excess revaluation and classified
under the heading of shareholders equity, IRR2,000,000 million of which was then allocated to the
Bank’s capital, following its capital increase on June 12, 2012.

13.4. Ratio of Net Fixed Assets to Shareholders’ Equity

IRR million

Immovable Assets 3,647,640

Less:

Accumulated Depreciation-Immovable Assets (204,219)

Net Balance-Immovable Assets 3,443,421

Immovable Assets Under Construction 1,264,737

Capital Prepayments 619,053
Movable Assets 495,661

Less:

Accumulated Depreciation-Movable Assets (197,056)

Net Balance-Movable Assets 298,605

Warehouse Inventory 35,506

Intangible Assets 4,152,993

Purchased Immovable Assets through Hire
Purchase

Net Fixed Assets 9,817,827

Equity less Retained Earnings and Unearned
Income

3,511

11,340,984

Ratio of Net Fixed Assets to Equity less Retained

0,
Earnings and Unearned Income 86.6%

13.4.1. According to the CBI circular number 89/257248 dated (10.02.2011), fixed assets to
shareholders’ equity ratio was 70% and it has been decided that in the event where the banks
violate the mentioned ratio, a penalty equivalent to the highest interest rate for the amount and
the length of violation should be paid in the accounts of depositors. The aforementioned ratio at
the end of the 2012-13 financial period was 84.7%.

13.4.2. According to the CBI circular number 91/332502 dated 26.02.2013, the aforementioned
ratio was reduced from 70% to 30% and banks are required to comply with the ratification within
a year and the mentioned penalties remain. The aforementioned ratio at the end of the 2013-14
and 2014-15 financial periods was approximately 86%.

13.4.3. Due to the shortcomings in the implementation of the previous circulars and the impossibility
to comply with the above circular (30% ratio), the CBI increased the ratio to 75% in its circular
number 94/62147 dated 01.06.2015 and banks have been required to increase this ratio by at
least 30% (by selling their excess fixed assets).
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

In addition, the CBI has eliminated the penalties set forth in the previous circulars for non-
compliance (payable to depositors).

13.4.4. The Bank has provided monthly reports on the mentioned ratio to the CBI and since the
CBI has not notified the Bank on any penalties, there is no reason for the Bank’s management to

believe that such penalties apply in its case.

14. INTANGIBLE ASSETS

Group

Company

March 20, 2015

March 20, 2014

March 20, 2015

March 20, 2014

IRR million IRR million IRR million IRR million
Goodwill 3,991,857 3,736,682 3,991,857 3,736,682
Computer Software Applications 8,113 17,364 6,197 15,845
Deposit for Landline Rights 18,647 13,276 18,491 13,126
4,018,617 3,767,322 4,016,545 3,765,653
15. OTHER ASSETS
Group Company

March 20, 2015

March 20, 2014

March 20, 2015

March 20, 2014

IRR million IRR million IRR million IRR million
Repossessed Collaterals 729,495 690,833 723,476 681,782
Security Deposit for Rental Buildings 133,179 141,411 133,178 140,411
Inventory of Movable Furniture 35,506 15,953 35,506 15,953
Chequebook Printing Rights 1,573 474 1,573 475
Others 32,562 45,108 1,696 1,739
932,315 893,779 895,429 840,360
16. DUES TO THE CENTRAL BANK OF IRAN
Group Company

March 20, 2015

March 20, 2014

March 20, 2015

March 20, 2014

IRR million IRR million IRR million IRR million
Foreign Currency Term Deposit 8,583,239 8,778,575 8,583,239 8,778,575
Dues for Purchasing Foreign Currency 1,097,936 913,781 1,097,936 913,781
Dues for Foreign Currency Provision 108,946 179,402 108,946 179,402
Dues to National Development Fund 18,000 0 18,000 0
9,808,121 9,871,758 9,808,121 9,871,758
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

17. DUES TO BANKS AND CREDIT INSTITUTIONS

Group Company
March 20, 2015 March 20, March 20, March 20,
2014 2015 2014
Accounts Due Note IRR million IRR million IRR million IRR million
Banks’ Deposits Held with Us (17-1) 1,250,186 1,382,614 1,250,186 1,382,614
Banks’ Deposits 520,178 405,923 520,178 405,923
Interbank Credits-Cheque Clearing 83,972 12,898 83,972 12,898
Facilities Received from Banks (17-2) 1,064,967 629,905 0 0
Others 155,056 249,898 155,056 249,898
3,074,359 2,681,238 2,009,392 2,051,333
17.1. Banks’ deposits held with us are as follows:
Group Company

March 20, 2015
March 20,2014 March 20, 2015 March 20, 2014

Accounts Due Note IRR million IRR million IRR million IRR million

Foreign Currency Term Deposit
— Foreign Bank (Bahrain’s Future 1,246,610 1,077,301 1,246,610 1,077,301
Bank - Emirates Dirhams)

Banks’ Investment Deposits Held

with Us (17-1-1) 3,576 305,313 3,576 305,313

1,250,186 1,382,614 1,250,186 1,382,614

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

Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Eghtesad Novin Bank 0 300,000 0 300,000
Tose’eh Credit Institute 3,559 5,297 3,559 5,297
Other Banks 17 16 17 16
3,576 305,313 3,576 305,313
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements

For the Year Ended March 20, 2015

17.2. Facilities received from Group companies are mainly related to Karafarin Leasing Co.

18. DEMAND DEPOSITS

Group Company
March 20, March 20, March 20, March 20,
2015 2014 2015 2014
IRR million IRR million IRR million IRR million
Gharz-al-Hassaneh Current Deposits- 1738096 1,452,101 1738096 1,452,101
Iranian Rial (LCY)
Ghar;-aI-Hassaneh Current Deposits- 257,470 481,933 257,470 481,933
Foreign Currency (FCY)
1,995,566 1,934,034 1,995,566 1,934,034
19. GHARZ-AL-HASSANEH SAVINGS DEPOSITS
Group Company
March 20, March 20, March 20, March 20,
2015 2014 2015 2014
IRR million IRR million IRR million IRR million
Egi’z'a"Hassa“eh Savings Deposits- 373,567 481,165 373,567 481,165
Gharz-al-Hassaneh Savings Deposits-
LCY (IRR) 16,492 7,891 16,492 7,891
390,059 489,056 390,059 489,056
20. TERM INVESTMENT DEPOSITS
Group Company
March 20, March 20, March 20, March 20,
2015 2014 2015 2014
IRR million IRR million IRR million IRR million
Long-Term Investment Deposits 47,306,736 35,165,829 47,306,736 35,165,829
Short-Term Investment Deposits 20,477,186 20,835,315 20,846,968 21,013,761
Short-Term Special Investment 8,206,123 9,280,534 8,206,122 9,280,534
Deposits
75,990,045 65,281,678 76,359,826 65,460,124
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

20.1. Term investment deposits based on currency unit are as follows:

Company
March 20, 2015 March 20, 2014
IRR FCY Total IRR FCY Total
IRR million
Long-Term Investment Deposits 47,199,572 107,165 47,306,737 34,791,164 374,665 35,165,829
Short-Term Investment Deposits 20,790,143 56,824 20,846,967 20,896,346 117,415 21,013,761
g';gg'szzrm Special Investment 8,206,122 0 8206122 9,280,534 0 9,280,534
76,195,837 163,989 76,359,826 64,968,044 492,080 65,460,124
20.1.1. Non-IRR (FCY) term investment deposits are disaggregated by foreign currency
at the balance sheet date as follows:
Company
Long-Term Short-Term Total
Currency FCY IRR million FCY IRR million FCY IRR million
US Dollar 1,544,975 43,250 633,534 17,735 2,178,509 60,985
Euro 2,031,207 61,253 1,291,811 38,956 3,323,018 100,209
British Pound Sterling 32,210 1,343 3,200 133 35,410 1,476
UAE Dirham 173,000 1,319 - - 173,000 1,319
107,165 56,824 163,989

20.2. Interest rates on IRR term deposits are outlined in the table below:

Term Deposits

March 20, 2015

March 20, 2014

Monthly Profit

Profit Payment on

Monthly Profit

Profit Payment on

Payment Due date Payment Due date

One-Year Deposit 22% 22% 17%-23% 18%
Two-Year Deposit 22% 44% 18%-21% 43%
Three-Year Deposit 22% 66% 18.5%-24% 73%
Four-Year Deposit 22% 88% 19%-28% 113%
Five-Year Deposit 22% 110% 20%-34% 170%
e : :

Short-Term Deposit 10% - 7%-18% -

Special Short-Term Deposit

14%-18%

10%-23%
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interest rates.

Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

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

March 20, 2015 Mazrg:‘ 420’
Over20% 17%-20% 12%-17% ~°55.""  Total Total
IRR million IRR million IRR million IRR million IRR million IRR million
Before 2014-15 0 0 10 995 1,005 20,932,951
2014-15 7,073,124 7,711,811 0 6,115,918 20,900,853 28,716,541
2015-16 44,926,152 1,831,806 27,141 114,410 46,899,509 3,233,677
2016-17 1,044,672 1,040,475 0 1,456 2,086,603 3,071,124
2017-18 615,489 975,304 0 0 1,590,793 3,310,997
2018-19 2,918,787 691,963 0 0 3,610,750 6,194,834
2019-20 1,225,253 45,061 0 0 1,270,314 0
57,803,477 12,296,420 27,151 6,232,778 76,359,826 65,460,124
20.4. Flow term investment deposits are as follows:
Company
Deposits Balance at 20 New Deposits Principal Balance at 20
March 2014 Repayment March 2015
IRR million IRR million IRR million IRR million

One-Year Deposit 14,700,763 29,010,492 (14,935,339) 28,775,916
Two-Year Deposit 1,733,288 164,021 (1,545,823) 351,486
Three-Year Deposit 27,764 5,363 (11,585) 21,542
Four-Year Deposit 29,974 3,873 (14,213) 19,634
Five-Year Deposit 16,023,494 3,859,857 (9,955,611) 9,927,740

General Investment
Special Certificate of 2,650,545 27,967,395 (22,407,522) 8,210,418

Deposit
Short-Term Deposit 21,013,762 661,555,945 (661,722,739) 20,846,968
Spe"ia.' Short-Term 9,280,534 7,943,486 (9,017,898) 8,206,122
eposit

65,460,124 730,510,432 (719,610,730) 76,359,826
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21. OTHER DEPOSITS

Group

Company

March 20, 2015 March 20, 2014

March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Cash Deposits on L/Gs-IRR 1,875,669 1,508,978 1,875,669 1,508,978
Cash Deposits on L/Gs-FCY 113,826 118,910 113,826 118,910
Customer Prepayments for L/Cs 1,845,337 1,337,690 1,845,337 1,337,690
Others 12,262 9,792 12,262 9,792
3,847,094 3,015,370 3,847,094 3,015,370
22. INCOME TAX PAYABLE
Group Company

March 20, 2015 March 20, 2014

March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Opening Balance 809,678 580,962 750,809 564,263
Provisions for Current Period 665,476 646,324 619,649 589,048
Performance
Paid & Prepayment for during the
Reporting Period (880,570) (417,608) (812,876) (403,402)
594,584 809,678 557,582 750,809
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For the Year Ended March 20, 2015

Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements

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 20.03.2015 - Taxation 20.03.2014
Financial (Loss) Income A nent
Periods Filed by  Filed by As Filed As Final Paid Provision  Provision Method
the Bank the Bank Assessed Balance Balance
Assessment
2003-04 156,710 12,177 2,640 29,857 71,370 71,370 0 59,750
of Books
Assessment
2004-05 215,976 35,876 8,072 47,838 37,010 37,010 7,883 7,883
of Books
Assessment
2005-06 350,189 83,688 18,830 74,640 71,228 71,228 0 0
of Books
Assessment
2006-07 529,949 164,155 36,935 149,490 143,415 143,415 0 0
of Books
Assessment
2007-08 819,626 335,500 75,487 214,937 232,622 232,622 0 0
of Books
Assessment
2008-09 1,450,215 1,034,006 232,651 356,962 382,062 382,062 0 0
of Books
Assessment
2009-10 1,905,660 1,174,394 234,879 366,587 389,606 389,606 0 29,020
of Books
Assessment
2010-11 2,033,281 1,103,093 220,619 501,440 406,346 406,346 0 95,527
of Books
Assessment
2011-12 2,788,856 1,941,225 388,245 629,956 520,910 520,910 0 132,665
of Books
Assessment
2012-13 3,177,000 1,912,266 382,453 911,742 0 402,453 0 0
of Books
Assessment
2013-14 3,971,082 2,949,742 589,948 722,825 0 589,948 0 485,948
of Books
2014-15 4,321,646 3,098,244 619,649 0 0 0 619,649 Not Surveyed
Total 627,532 810,793
Tax Prepayment (69,950) (59,984)
Tax Payable 557,582 750,809

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. However, the Bank has
appealed to the 258 Committee due to the failure to enforce the tax relief set forth in Article 143.

22.1.3. The final tax assessment note for the 2003-04 to 2011-12 has been issued.

22.1.4. The Bank’s appeals against the tax assessments for the 2012-13 period are being
processed.
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23. INTEREST PAYABLE (TO DEPOSITORS)

Balance Prepaid InI:::':Ist Interest Paid Balance
March 20, Advance — Prepaid During the March 20,
2014 Interest Advance Period 2015
Interest
Short-Term Deposit 48,099 3,604,555 0 (3,640,547) 12,107
Special Short-Term 7799 2,137,786 0 (2145585) 0
Deposit
One-Year Deposit 19,137 4,977,763 0 (4,996,898) 2
Two-Year Deposit 2,637 125,248 0 (127,885) 0
Three-Year Deposit 122 4,509 0 (4,631) 0
Four-Year Deposit 165 4,893 0 (5,058) 0
Five-Year Deposit 84,054 2,728,508 0 (2,812,563) 0
ICertificate of Gengral 0 765.976 0 (765,976) 0
nvestment Deposit
162,013 14,349,238 0 (14,499,143) 12,108
24. PROVISIONS & OTHER LIABILITIES
Group Company
March 20,2015 March 20,2014 March 20,2015 March 20, 2014
IRR million IRR million IRR million IRR million
Foreign Currency Bills of Clients 531,200 693,130 531,200 693,130
E;%‘gi';’;‘: for Accrued & Unpaid 252 476 216,190 237,154 208,873
Margins Held Against Term L/Cs 159,471 735,826 159,471 735,826
Debts of Customers of L/Cs 175,858 324,469 98,984 160,118
Social Security Organisation 55,303 31,132 47,348 30,922
Contractors’ Goodwill Deposit 37,200 25,326 37,200 25,326
Cash Deposit on Matured L/Gs 6,490 6,858 6,490 6,858
Other Liabilities 748,450 687,377 813,262 732,745
1,966,448 2,720,308 1,931,109 2,593,798
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Karafarin Bank (PJSC)

Notes to the Consolidated Financial Statements

For the Year Ended March 20, 2015

25. PAYABLE DIVIDEND

Group

Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Opening Balance 91,635 56,906 22,332 22,880
Payment during the Year (2,557,463) (1,148,073) (2,558,533) (1,183,350)
ITransfer to Flowing Capital 0 (1,154,698) 0 (1,154,698)
ncrease
Ratified Dividend 2,554,061 2,337,500 2,550,000 2,337,500
88,233 91,635 13,799 22,332
25.1. Details of payable dividend of the Company are as follows:
Dividend Paid Dividend
Ratified Until the . Balance at vicen Balance at
- . . Du"ng Paid durlng
Dividend beg"-"“ng 20.03.2014 20.03.2015
2013-14 201415
of 2013-14
IRR million IRR million IRR million IRR million IRR million IRR million
Yoars before 2011- 3700000 3,653,171 33,632 13,197 4,774 8,423
Year Ended
20.03.2013 2,337,500 0 2,328,365 9,135 7,304 1,831
Year Ended
20.03.2014 2,550,000 0 0 0 2,546,455 3,545
Total 8,587,500 3,653,171 2,361,997 22,332 2,558,533 13,799

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.

26. PROVISIONS FOR EMPLOYEES’ TERMINATION BENEFITS

Group

Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Provisions-Opening Balance 187,673 132,551 183,720 130,083
Contributions during the Period (8,605) (9,963) (7,398) (7,445)
Provisions Taken 88,329 65,085 86,160 61,082
Provisions-Closing Balance 267,397 187,673 262,482 183,720
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27. PAID-IN CAPITAL

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 2015, the capital was increased to IRR8,500 billion (comprising 8,500 million shares
with a face value of IRR10,000 each).

% Increase in Additional Capital Level
Date Capital Capital (IRR million) Source of Additional Capital
P (IRR million)

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
22.12.2008 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
22.09.2012 61% 2,750,000 7,250,000 E;‘]fﬁ"“am” surplus & retained
28.05.2014 17% 1,250,000 8,500,000 Shareholders’ loan and cash
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27.2. Composition of shareholders at the date of balance sheet is as follows:

March 20, 2015

March 20, 2014

No. of Shares Percent of No. of Shares Percent of
Shares Shares

Over 1%:
Legal Entities
Saba Ta’amin Investment Co. (Public Joint 750,806,695 8.8% 640,393,948 8.8%
Stock)
Karafarin Insurance Co. (Public Joint Stock) 644,054,981 7.6% 551,754,139 7.6%
Tose’e Eghtesad Farda Co. (Private Joint 424,999,998 5.0% 362,500,000 50%
Stock)
Negin Ganjineh Iranian Co. (Private Joint 424,999,998 5.0% 362,500,000 50%
Stock)
Mehr Afarinan Doran Co. (Private Joint Stock) 424,999,998 5.0% 362,500,000 5.0%
Ideh Gostar Dour Andish Co. (Private Joint 424,989,998 5.0% 362,490,000 5.0%
Stock)
Tadbir Investment Co. (Private Joint Stock) 424,931,033 5.0% 365,000,000 5.0%
quabber Kesht Tous Agricultural Co. (Private 298,520,693 35% 254,620,592 35%
Joint Stock)
Aygndeh S.azan Economic Development Co. 212,167,003 25% 180,966,051 25%
(Private Joint Stock)
South Kar va Andisheh Co. (Ltd.) 106,250,423 1.3% 90,625,362 1.3%
Refah va Ta’amin Atieh Omid Inst. 94,626,283 1.1% 80,710,654 1.1%
Pgrsmn Bank Financial Group Co. (Private 89,703,946 1.1% 74,700,000 1.0%
Joint Stock)
Tous Asphalt Co. (Private Joint Stock) 85,232,617 1.0% 72,698,409 1.0%
Total 4,406,283,756 51.8% 3,761,459,155 51.9%
Real Entities 1,874,077,374 22.0% 1,672,560,454 23.07%
Others (Less than 1%):
Real Entities 436,859,505 5.1% 355,052,554 4.9%
Legal Entities 1,782,779,365 21.0% 1,460,927,837 20.2%

4,093,716,244 100% 3,488,540,845 100%

No. of Shareholders:

Legal Entities

4,843,143,261

162 Persons

4,116,511,709

167 Persons

Real Entities

3,656,856,739 7,491 Persons

3,133,488,291

7,780 Persons
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27.3. Shares of the Parent Company in ownership of the affiliated companies:

March 20, 2015

March 20, 2014

Cost Cost
% of Ownership  No. of Shares
IRR million IRR million
Karafarin Insurance Co. 7.58% 644,054,981 1,212,166 1,108,602

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 analysing the financial statements of
banks, may reflect a bank’s ability in confronting unforeseeable risks and losses. The following
table presents the Bank’'s CAR between two recent time intervals.

Company
Note March 20,2015 March 20, 2014
IRR million IRR million

Paid-in Capital 6,500,000 5,250,000
Legal Reserves 2,840,984 2,285,685
Retained Earnings 3,501,341 2,909,144
Total Tier 1 Capital 12,842,325 10,444,829
General Provisions on Loans and Investments 1,080,566 907,556
Asset Revaluation Surplus 2,000,000 2,000,000
Total Base Capital Before Deductions 3,080,566 2,907,556
Investments in Shares of Banks and Credit Institutions (336,032) (343,494)

2,744,534 2,564,062
Capital Base 15,586,859 13,008,891
Total Risk-Weighted Assets (27-5) 90,989,151 79,990,641
Capital Adequacy Ratio (%) 17.13 16.26
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

27.5. Risk-Weighted Assets

Company
March 20, 2015 March 20, 2014
Risk- Risk-
Assets Risk Weight Weighted Assets Weighted
Risk-Weighted Assets Asset Asset
IRR million Percent IRR million IRR million IRR million
Cash 814,811 - - 660,464 -
Dues from CBI 10,657,956 - - 10,644,794 -
Dues from Other Banks and Credit 15,918,873 20 3,183,776  15316,850 3,063,371
Institutions
State Participation Securities - - - - -
Non-State Participation Securities 87,017 100 87,017 1,087,017 1,087,017
Investments 1,950,517 100 1,950,517 2,468,916 2,468,916
Accounts Receivable (Debtors) 2,215,917 100 2,215,917 1,740,981 1,740,981
Prepayments 116,753 100 116,753 133,784 133,784
Loans and Facilities (Hire Purchase- 1,656,383 50 828,192 1,510,909 755,455
ljara) and Mortgages
Debtors on Long-Term L/Cs 115,113 100 115,113 133,397 133,397
Other Loans and Financial Facilities 67,656,724 100 67,656,724 56,770,515 56,770,515
Net Fixed Assets and Goodwill 9,651,535 100 9,651,535 8,606,410 8,606,410
Other Assets 895,431 100 895,431 840,360 840,361
Commitments on Issued L/Gs 3,983,805 100 3983805 3254639 3,254,639
(Conversion Factor: 20%)
Commitments on Issued L/Gs
(Conversion Factor: 50%) 107,148 100 107,148 79,193 79,193
Commitments on Issued L/Cs 197,226 100 197,226 1,056,603 1,056,603
(Conversion Factor: 20%)
Total Risk-Weighted Assets 116,025,209 90,989,154 104,304,832 79,990,641
28. STATUTORY RESERVES
Group Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Opening Balance 2,318,434 1,807,377 2,285,685 1,778,515
Appropriated from Net Profit 549,895 511,057 555,299 507,170
Closing Balance 2,868,329 2,318,434 2,840,984 2,285,685

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.
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Notes to the Consolidated Financial Statements

29. MINORITY INTEREST

For the Year Ended March 20, 2015

Group
March 20, 2015 March 20, 2014
IRR million IRR million
Capital 138,049 61,758
Capital Increase Fund 146,250 0
Statutory Reserve 13,624 5,306
Retained Earnings 59,159 15,679
Unrealised Profit of Selling Inter-Group Fixed Assets (205,103) (73,910)
151,979 8,833
29.1. Capital increase fund related to Karafarin Investment Co.
30. INTEREST ON LOANS AND FACILITIES
Group Company
Year Ended March Year Ended March Year Ended March Year Ended March
20, 2014 20, 2015 20, 2014
IRR million IRR million IRR million IRR million
i‘;:és'”?gzzlzgz 16,554,023 11,912,988 16,554,023 11,912,988
Non-Joint Income
from Loans & 311,148 776,188 98,927 582,175
Facilities
16,865,171 12,689,176 16,652,950 12,495,163
Group Company
Year Ended March Year Ended March Year Ended March Year Ended March
20, 2015 20, 2014 20, 2015 20, 2014
IRR million IRR million IRR million IRR million
Morabeheh (Installment Sale) 66,318 43,836 66,318 43,836
\é(;?\llei:e()Commissions-Based 1978 870 1978 870
'F’;i'rig:sue”;ma al-Bai (Hire 179,626 4,952 3,603 4,952
Salaf (Forward Sale) 4,804 0 4,804 0
'\B";’rf;;zb)eh (Retail/Corporate 1,525,948 1,456,080 1,525,948 1,452,080
g:::::::f;)'e"\"adam (Joint 12,637,963 8,628,110 12,637,963 8,438,110
Other Facilities 69,801 71,599 68,485 71,599
Penalties 2,378,733 2,483,729 2,343,851 2,483,716
16,865,171 12,689,176 16,652,950 12,495,163
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Karafarin Bank (PJSC)

Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

31. INTEREST ON DEPOSITS AND INCOME FROM INVESTMENTS

Group Company
Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014
IRR million IRR million IRR million IRR million
Joint Income on Investments and 2,648,522 1,795,137 3,057,452 1,840,659
Deposits
Non-Joint Income-Investments
. 54,768 86,915 4,526 86,915
and Deposits
2,703,290 1,882,052 3,061,978 1,927,574
Group Company
Note Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014
IRR million IRR million IRR million IRR million
Dividend. of Subsidiary 0 0 408,930 45,523
Companies
Dividend of Affiliated 63,112 19,198 63,112 19,198
Companies
Dividend of Other (31-1) 324,364 181,048 288,441 181,048
Companies
387,476 200,246 760,483 245,769
Profit from Trading (31-1) 360,857 435,795 360,857 435,795
Shares
Profit from
Investments:
Interest on Deposits 1,790,593 881,956 1,776,274 881,956
Interest on N 64,020 292,709 64,020 292,709
Participation Securities
Interest on Statutory
Reserve — Bank’s 4,526 5,343 4,526 5,343
Quota
Interest on Statutory
Reserve — Depositor’s 95,818 66,003 95,818 66,003
Quota
Profit from Investments 1,954,957 1,246,011 1,940,638 1,246,011
2,703,290 1,882,052 3,061,978 1,927,574
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For the Year Ended March 20, 2015

31.1. Dividends of companies are as follows:

Group Company
Year Ended March Year Ended March Year Ended March Year Ended March
20, 2015 20, 2014 20, 2015 20, 2014
IRR million IRR million IRR million IRR million

Khalij Fars Petrochemical Co. 58,881 5,844 58,881 5,844
Tejarat Bank 48,230 539 48,230 539
Esfahan Oil Refinery 35,166 19,645 35,166 19,645
Khouzestan Steel Co. 25,630 29,231 25,630 29,231
mztl:‘;'i;%'za” Copper 17,296 22,871 17,296 22,871
Maroun Petrochemical Co. 15,431 18,966 15,431 18,966
gill'sian Oil & Gas Development 13,853 15,596 13,853 15,596
Jam Petrochemical Co. 9,972 0 9,972 0
Civil Pension Fund 9,157 7,964 9,157 7,964
Iran Investment Co. 8,750 105 8,750 105
Shiraz Petrochemical Co. 8,702 4,888 8,702 4,888
Zagros Petrochemical Co. 5,073 1,025 5,073 1,025
Ghadir Investment Co. 3,424 9,404 3,424 9,404
Fanavaran Petrochemical Co. 3,302 10,179 3,302 10,179
Shomal Excavation Co. 2,539 3,498 2,539 3,498
Shazand Petrochemical Co. 2,250 450 2,250 450
ﬁ]zzssrt':gsr Development 1,824 700 1,824 700
Pasargad Bank 1,696 550 1,696 550
Tabriz Oil Refinery 1,303 270 1,303 270
Esfahan Mobarakeh Steel Co. 1,254 1,625 1,254 1,625
:f]z:';fr?::ah Petrochemical 1,107 2,942 1,107 2,942
Shiraz Oil Refinery 1,020 240 1,020 240
Chador Malou Co. 1,015 0 1,015 0
mizz?niafve"’pme”t Group 1,011 119 1,011 119
Other Companies 46,478 24,397 10,555 24,397
Total 324,364 181,048 288,441 181,048
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

31.2. Profit (loss) from sales of companies’ shares in the Parent Company is as follows:

201415 2013-14
No. of Sales Cost (T.::osf:) (T.::osf:)
Shares IRR million IRR million IRR million IRR million

Karafarin Bani Investment 62,000,000 290,036 62,000 228,036 0
Khalij Fars Petrochemical Co. 17,802,488 240,740 146,447 94,293 84,175
Ghadir Investment Co. 5,855,759 43,121 24,287 18,833 6,214
Gohar Zamin Sokouk Co. 298,070 305,426 298,165 7,261 0
Maroun Petrochemical Co. 366,857 13,954 6,904 7,050 11,652
Omid Rent Sokouk Co. 84,990 88,615 85,047 3,420 580
Tejarat Bank 8,538,053 11,591 9,582 2,009 10,329
Asia Insurance Co. 2,087,021 2,986 1,838 1,148 994
Fanavaran Petrochemical Co. 50,650 1,536 592 943 30,961
Chador Malou Sokouk Co. 60,090 61,050 60,113 937 180
Civil Pension Fund 1,588,839 3,543 2,814 730 13,182
SAIPA Co. 5,244,323 10,209 9,940 269 902
Shomal Excavation Co. 305,772 1,342 1,091 251 7,689
Arfa’a Steel Co. 150,000 650 452 198 0
Bzzifo”pglf‘t gis 525,013 4,147 3,243 (179) 84,065
Oroumieh Cement Co. 100,586 620 845 (225) 0
FehSh‘i‘hr Development 800,000 1,118 1,550 (433) 285
ndustries
Tabriz Oil Refinery 96,200 843 2,790 (1,947) 3,712
Shiraz Oil Refinery 300,000 1,854 3,848 (1,991) 1,166
Other Companies 2,107,257 7,501 7,245 254 179,709

108,361,968 1,090,882 728,793 360,857 435,795
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32. PAID INTEREST ON INVESTMENT DEPOSITS

Group Company

Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Short-Term (1-Month) Deposit 3,479,294 1,961,775 3,604,555 2,006,805
g';g’;gterm (3-Month) Special 2,070,477 369,158 2,070,477 369,158
Special Deposit (4-Month) 57,993 52,910 57,993 52,911
gz:;t-s'il'term (6-Month) Special 8,986 4,832 8,986 4,832
Short-Term (9-Month) Deposit 280 246 280 246
Special Deposit (11-Month) 50 279 50 279
One-Year Deposit 4,977,763 1,048,619 4,977,763 1,048,619
Two-Year Deposit 125,248 144,504 125,248 144,504
Three-Year Deposit 4,509 6,687 4,509 6,687
Four-Year Deposit 4,893 9,010 4,893 9,010
Five-Year Deposit 2,728,508 4,606,114 2,728,508 4,606,114
:S:glfén(‘f_r\‘}ez‘:‘)posn Guaranteed - 451,202 24,779 451,202 24,779
g:glisé”(‘;_q;ez‘;p°sn Guaranteed - 314,774 1,366,867 314,774 1,366,867
E:slisér?;r;tez;posn Guaranteed — 0 1199 0 1199
Total 14,223,977 9,596,980 14,349,238 9,642,010
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

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, 2015 March 20, 2014
IRR million IRR million IRR million
Average of Granted Facilities 69,590,849 53,274,490
Average of Investments 2,295,711 2,335,612
Average of Deposits & Deposit Guarantees 6,380,751 3,701,671
Average of Participation Bonds 176,248 834,167
78,443,559

Less: Net Resources of Depositors:
Average of Investment Deposits — IRR 71,874,742 54,275,537
Average of Legal Deposit (9,508,770) (6,595,202)
Net Resources of Depositors 62,365,972 47,680,335
Bank’s Resources 16,077,587 12,465,604
Profit of Granted Facilities 16,554,023 12,161,365
Profit of Participation Bonds 64,020 211,137
Profit of Deposits 1,776,274 881,956
Profit of Investments 1,121,340 681,564
Total Joint Profit 19,515,657 13,936,021
Depositors Profit Quota from Joint Revenues 15,515,779 11,047,698
Profit of Legal Deposit 95,818 66,003
Benefits of Depositors 15,611,597 11,113,701
Attorney Fee (2.5% per Year) (1,796,869) (1,356,888)
Payable Benefits to Depositors 13,814,728 9,756,813
52;(:' On-Account Profit to Depositors during the (14,349,238) (9,606,279)
Deficit (Surplus) of Paid Profit to Depositors (534,510) 150,534

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

It is noteworthy that the maximum rate of power of attorney fees for term investment deposits has
been set by the CBI at 2.5% according to Article 3 of its policies dated 1390/01/18 (07.04.2011)
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34. COMMISSION INCOME

Group Company

Year Ended Year Ended Year Ended Year Ended
March 20,2015 March 20,2014 March 20,2015 March 20, 2014

IRR million IRR million IRR million IRR million
Issuance of Letters of Guarantee 406,379 304,664 406,379 304,664
Foreign Currency Transactions 156,077 246,517 156,077 246,517
Managed Funds 823 891 823 891
Other Services 117,979 157,985 77,685 82,726
681,258 710,057 640,964 634,798

35. INCOME FROM FOREIGN EXCHANGE TRANSACTIONS
Group Company

Year Ended Year Ended Year Ended Year Ended
March 20,2015 March 20,2014 March 20,2015 March 20, 2014

IRR million IRR million IRR million IRR million
USD-US Dollar 169,007 436,137 169,007 436,137
EUR-Euro 4,540 (241,190) 4,540 (241,190)
CNY-Chinese Yuan 24,251 483,326 24,251 483,326
KRW-South Korean Won 26,569 14,170 26,569 14,170
INR-Indian Rupee 24,450 45,707 24,450 45,707
SEK-Swedish Krona (116) 4,138 (116) 4,138
CHF-Swiss Franc 31,710 (133,177) 31,710 (133,177)
QAR-Qatari Rial 2,096 9,340 2,096 9,340
GBP-British Pound 73 5,945 73 5,945
OMR-Omani Rial 157 1,190 157 1,190
JPY-Japanese Yen 3,524 (52,115) 3,524 (52,115)
RUB-Russian Ruble (447) (8,374) (447) (8,374)
AED-Emirates Dirham (96,180) (337,583) (96,180) (337,583)
TRY-Turkish Lira 3,213 3,913 3,213 3,913
192,847 231,427 192,847 231,427
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36. OTHER INCOME

Group Company

Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Penalty for Cancelling Deposits
Earlier than the Due Date 116,997 55,488 116,997 55,488
Professional Services Fees 97,838 72,121 97,838 72,121
Profit (Loss) on Fixed Asset 123,565 117,388 42,727 16,252
Disposal
Others 464,860 354,971 257,749 146,054

37. GENERAL AND ADMINISTRATIVE EXPENSES

Group Company
Note Year Ended Year Ended Year Ended Year Ended
March 20,2015 March 20,2014 March 20,2015 March 20, 2014
IRR million IRR million IRR million IRR million
Personnel Expenses (37-1) 939,871 726,287 866,640 663,202
gtherAdm'”'s”at"’e (37-2) 620,029 497,830 583 454 466,005
xpenses
1,559,900 1,224,117 1,450,094 1,129,207
37.1. Personnel expenses are as follows:
Group Company

Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Wages, Salaries & Allowances 735,809 581,993 681,143 529,637
wﬁgrrﬁ;‘;irig‘nﬁ'fggrg:gf & 94,904 70,388 88,760 66,102
Work Termination Benefits 94,202 68,388 89,309 64,165
Travel & Mission Allowances 9,092 4,037 6,288 2,506
Others 5,864 1,481 1,140 792
939,871 726,287 866,640 663,202
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37.2. Other administrative expenses are as follows:

Group Company

Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20,2015 March 20, 2014

IRR million IRR million IRR million IRR million

Depreciation Expenses 87,550 59,606 104,684 72,875
Consultancy Fees * 109,305 84,995 97,083 72,334
Automated Systems’ Expenses 92,398 57,382 90,195 55,796
Rent Expenses 55,760 50,036 52,000 52,252
yr‘é";‘;‘;ﬁgcgggﬁfensergy & 48,771 39,116 46,212 37,447
Sﬁirl)céiliir:;; Maintenance of 49,314 39,976 46,393 37,354
Utilities’ Expenses 35,679 26,858 33,394 25,533
Advertising Expenses 24,715 22,234 24,121 21,886
Training Expenses 4,807 3,199 4,807 3,199
21::é?snce Expenses of Cash & 4685 1,640 1763 1,302
Eisgs;firectors Attendance 2197 1,228 650 460
Other Expenses 104,784 111,482 82,152 85,567

620,029 497,830 583,454 466,005

* A major portion of fees paid relates to such outsourcing services as branch security, branch
cleaning and general maintenance, and postage charges.

38. LOAN LOSS PROVISIONS’ EXPENSES

Group Company

Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Loan Loss Provision-General 180,071 203,402 173,010 196,949
Loan Loss Provision-Specific 347,577 148,797 347,577 139,798
527,648 352,199 520,587 336,747
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38.1. Specific loan loss provision for the year ended 20.03.2015 according to Note 4-7 is as
follows:

Overdue Outstanding Doubtful Total
IRR million IRR million IRR million IRR million

Balance at 20.03.2015 908,318 2,407,024 5,255,398 8,570,740
Less Pledges Values:

Savings & Investment Deposits 0 300 20,300 20,600
Properties & Real Estate 664,631 2,119,673 2,314,123 5,098,427
Shares of TSE-Listed Companies 0 0 26,625 26,625
?:Zﬂiﬂff{.zﬂ Basis of Specific Provision 243,687 841,906 2,894,350 3,979,943
g;:(f:fiifci:(i:e;’;cl)?\,lzia;ijnfor Calculation of 10% 20%  50% - 100%

Specific Provision at the End of the Year 24,369 57,410 1,447,175 1,528,954
Ic;?tshsé \S(g:::ific Provision at the Beginning 14,413 258,700 908,264 1181377
Specific Doubtful Debts Expenses 9,956 (201,290) 538,911 347 577

38.2. General loan loss provision for the year ended 20.03.2015 according to Note 4-7 is as
follows:

Amount
IRR million

Balance of Granted Facilities Based on Note 8 69,313,107
Total General & Specific Provision Based on Note 8 2,607,767
Balance of Differed L/Cs Based on Note 9 116,866

72,037,740
Less:
Coefficient Basis for Calculation of General Provision 1.5%
General Provision at the End of the Year 1,080,566
Less: General Provision at the Beginning of the Year (907,556)
General Doubtful Debts Expenses 173,010
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39. FINANCING COSTS

Group Company
Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014  March 20, 2015 March 20, 2014
IRR million IRR million IRR million IRR million
Cost of Received Facilities 272,778 117,778 19,013 19,268
Others 264 19,325 265 57
273,042 137,103 19,278 19,325
40. COMMISSION & OTHER EXPENSES
Group Company
Year Ended Year Ended Year Ended Year Ended
March 20, March 20, March 20, March 20,
2015 2014 2015 2014
IRR million IRR million IRR million IRR million
Interegt Paid to Term Foreign Currency 82,505 140,100 82,502 140,100
Deposits
Commission Paid to Brokers 2,882 11,508 2,882 11,508
Others 60,261 34,503 60,261 34,503
145,645 186,111 145,645 186,111
41. PRIOR PERIOD ADJUSTMENT
Group Company
Note Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014
IRR million IRR million IRR million IRR million
Performance Tax (41-1) (316,736) (568,771) (312,962) (546,873)
Dividend of 2012-13
Period of Subsidiary (41-2) 0 (228,282) 0 0
Companies
(316,736) (797,053) (312,962) (546,873)

41.1. This amount is related to the difference between final performances of 2003-04 and 2009-

10 to 2013-14 periods with the paid amount.

41.2. This amount is related to amendment of recognition method of the Group’s dividend.
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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 to those of the
previous year’s financial statement.

42. RECONCILIATION OF PRE-TAX PROFIT TO CASH FLOW FROM OPERATIONS

Group Company
Year Ended March  Year Ended March  Year Ended March  Year Ended March
20, 2015 20, 2014 20, 2015 20, 2014
IRR million IRR million IRR million IRR million
Pre-tax Profit 4,245,966 4,336,178 4,321,646 3,971,082
Depreciation Charge 87,550 59,606 104,684 72,875
Income from Sales of Investments (360,857) (435,795) (360,857) (435,795)
Profit Paid for Financial Facilities Received 273,042 137,103 19,278 19,325
Dividend on Investments & Joint Activities (387,476) (200,246) (760,483) (245,769)
Adjustments of Fixed Assets 38,913 77,801 38,913 77,801
Profit from Sales of Fixed Assets (187) (2,193) (187) (2,193)
Doubtful Debts’ Expenses 527,648 352,199 520,586 336,747
Bonus of the Board of Directors (5,937) (6,113) (4,500) (4,500)
Conversion of Foreign Currency (192,847) (231,427) (192,847) (231,427)
ll;lz:](lar;i(;;ease in Provisions for Termination 79.724 55,122 78761 53,637
oo oo : : :
4,322,099 4,060,527 3,764,994 3,611,783
Net Increase (Decrease) in Operating
Liabilities:
g::i‘:;‘: DD:’f:sSi;f & Gharz-al-Hassaneh (37,466) (221,884) (37,466) (221,884)
Term Investment Deposits 10,708,366 18,578,624 10,899,703 18,681,134
Other Deposits 831,723 (1,648,753) 831,723 (1,648,753)
Accounts Payable (1,009,342) 4,447 540 (918,171) 4,362,160
10,493,281 21,155,527 10,775,789 21,172,657
Net (Increase) Decrease in Operating
Assets:
Statutory Deposits (1,007,210) (2,977,608) (1,007,210) (2,976,863)
Participation Securities 913,064 540,319 1,000,000 394,510
Prepayments 162,894 (292,543) 7,066 (125,467)
Accounts Receivable 818,644 (1,717,153) 1,027,620 (1,750,982)
Other Assets (38,536) (162,767) (55,070) (118,543)
Financial Facilities (Islamic Contracts) (11,595,326) (13,947,115) (11,552,270) (13,515,384)
gi(lallsjtors‘ of L/Cs & Term Foreign Currency 18,285 385,450 18,285 385,450
(10,728,185) (18,171,417) (10,561,579) (17,707,279)
Net Cash Inflow from Operating Activities 4,087,195 7,044,636 3,979,204 7,077,160
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43. DISAGGREGATION OF NET INCREASE IN CASH

Group Company
Year Ended Year Ended Year Ended Year Ended
Note March 20, March 20, March 20, March 20,
2015 2014 2015 2014

IRR million IRR million IRR million IRR million
FCY Cash and Cash with 7 11077206 11,937,195 11,966,583 11,937,107
International Banks
Cash Position with Domestic 7 4,062,701 3444530 3952290 3,379,744
Banks-Post Clearing
Current Account with the CBI 6 323,463 306,571 323,462 306,572
Bank Notes, Coins and Precious 5 820,317 662,946 814,811 660,464

Metals

17,183,687 16,351,242 17,057,146 16,283,887

43.1. Non-cash transactions

Group Company

Year Ended Year Ended Year Ended Year Ended
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Increase in Flowing Capital from 0 1,154,698 0 1,154,698
Dues
0 1,154,698 0 1,154,698
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements

For the Year Ended March 20, 2015

45. LETTERS OF GUARANTEE

Group

Company

March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014

IRR million IRR million IRR million IRR million
Commitments on issued L/Gs-IRR 20,562,451 16,329,701 20,562,451 16,329,701
gg”v“m'tme”ts onissued L/Gs- 1,476,942 1,729,769 1,476,942 1,729,769
Customers’ commitments on
Counter Guarantees-FCY 58,196 75,302 58,19 75,302
22,097,589 18,134,772 22,097,589 18,134,772
46. MANAGED FUNDS
Group Company
March 20, 2015 March 20, 2014 March 20, 2015 March 20, 2014
IRR million IRR million IRR million IRR million
Managed Funds 402,301 377,645 402,301 377,645
Profit of Managed Funds 448 2,000 448 2,000
402,749 379,645 402,749 379,645
47. OTHER COMMITMENTS AND OFF BALANCE SHEET ITEMS
Group Company
March 20, March 20, March 20, March 20,
2015 2014 2015 2014
IRR million IRR million IRR million IRR million
Collateral Pledged against Financial 232,474,995 193400,044 232,474,995 193,409,044
Facilities (Deposits & Promissory Notes)
Collateral Pledged against Financial 32,047,601 27,153,044  32,047.601 27,153,044
Facilities (Real Estate)
Collateral Pledged against Financial
Facilities 30,531,901 34,018,790 30,531,901 34,018,790
(Shares & Securities)
ljara Thumma Al-Bai (Hire Purchase)
Properties Pledged to the Bank 115,242 121,540 115,242 121,540
Others 91,323,347 77,084,704 91,323,347 77,084,704
386,493,086 331,787,122 386,493,086 331,787,122
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

48. CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES
The Bank has no contingent liabilities on the balance sheet date and the capital commitment for
branches development is IRR269,335 million.

49. EVENTS AFTER THE BALANCE SHEET DATE
From the date of balance sheet to the date which these financial statements were released, no
event has occurred that needed to be disclosed in financial statements.

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

Amount

IRR million
Legal Duties:
Distribution of at Least 10% of the Net Profit of 20.03.2015 based on Article 370.200
90 of the Trade Act Amendment ’
Maximum Distributable Profit:
Balance of Retained Earnings at the End of 2014-15 of the Parent Company 3,501,341
Less:
Deficit of Tax Provision based on Recognised Papers (500,000)
Proposed Bonus of the Board of Directors (6,000)
Maximum Distributable Dividend 2,995,341

51. FOREIGN CURRENCY POSITION

(Amounts in Foreign Currency)

Dues from Term
Cash Banks Demand Investment Total Commitments- Commitments-
& Credit Deposits ) L/Cs L/Gs
T Deposits

Institutions
usD - 35,910,654 (3,291,868) (2,178,509) 3,440,277 - 1,059,287
EUR 8,896,772 65,807,948 (6,440,598) (3,323,018) 64,941,104 17,889,937 49,923,185
GBP 73,388 605,732 (47,120) (35,410) 596,590
AED 5,560 61,779,618 (5,971,014) (173,000) 55,641,164 337,391
JPY - 28,377,583,603 (577,803) - 28,377,005,800 388,092,758
CHF 200 - - - 200 2,457,709
KRW - 1,350,260,441 (13,443,621) - 1,336,816,820 2,344,736,911
INR - 380,885,384 - - 380,885,384 905,512,009
CNY - 143,800,465 (8,500) - 143,791,965 240,867,722
TRY - 79,200,993 (8,665) - 79,192,328 51,968,859
SEK - - (31,000) - (31,000)

Annual Report 2014-2015|115



Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

52. BASIC AND DILUTED EARNINGS PER SHARE

Group
Year Ended March Year Ended March
20, 2015 20, 2014
Net Profit — IRR million 3,580,490 3,689,854
No. of Shares 8,277,397,260 7,250,000,000
Basic & Diluted Earnings Per Share — IRR 433 510

At the beginning of the reporting financial period, the number of Karafarin Bank shares
was 7,250 million. The Bank’s capital increase was registered on 04/03/1393 (25.05.2014)
and the number of its shares was increased to IRR8,500 million. In order to calculate the
basis for EPS, the average weighed ordinary shares have been calculated on the basis of
65 days with 7,250 million shares and 300 days with 8,500 million shares. Since there are
no potential shares and adjustment factors, diluted earnings are calculated in the same
manner as the basic earnings are calculated.

(7,250,000,000 * 65) + (8,500,000,000 * 300)
Weighted Average of Ordinary Shares = = 8,277,397,260
365

116|Karafarin Bank

Global Knowledge, Local Solution



Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

53. RELATED PARTIES TRANSACTIONS

(Amounts in IRR million)

201415 2013-14
. Type of Is it Liable Gross Profit
Description Related Party Affiliation Subject of to Article Method of Amount of (Loss) (cDr:Z:t) Amount of ((I.?r :Z:t)
Transaction 129 of Pricing Transaction of the Balance Transaction Balance
Trade Act? Transaction
Commission TSE
of Trading Transaction 1,625 1,625 8,150
Shares Tariffs
Commission Banking
Karafarin Bank Subsidiary Income of R Tariffs 201 201 (10,785) 175 207,903
Brokerage Co. Co. Guarantee
Based on
Issuance of Instruction
Guarantee of Credit 12717 0 0
Committee
Purchase Bankin
of Foreign nKing 2,842 0 12,488
Tariffs
Currency
Sales of Bankin
Foreign nKing 24,214,831 0 0
Tariffs
Currency
" Routine
K . Subsidiary Rent Deposit Commission 2,950 0 0
arafarin Co. & Joint
CB:l;reau de Vomberof | Paid v Banking 46 55 . (762) . 4,000
Joint Group ange the BOD Commission Tariffs ’
Companies Commission Bankin
/ Under Income of g 72 72 72
Control of the Guarantee Tariffs
Unit
Based on
Issuance of Instruction
Guarantee of Credit 4,000 0 4,000
Committee
Subsidiary .
. . . Settling
Karafarin Amin Co. & Joint Based on
E’etemad Co. Member of gzg—SCurrenl v Contract 5458 0 (863) 240 0
the BOD
Karafarin gzbzdjzirr{t Construction Cost Plus
Abnieh Gostar ’ ) v Routine 7,031 0 7,031 207,209 146,005
c Member of Renovation Commission
0 the BOD of Branches ommissio
Commission .
of Trading i“%‘g‘;”c‘* 228,036 0 37,574
, Shares
Subsidiary
Karafarin Bank Co. & Joint Routine
Investment Co. Member of Rent v Commission 0 0 749,485 1.891 (22,705)
the BOD Based
ased on
Purchase of Expert 112,140 0 940,201
Property -
Opinion
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Karafarin Bank (PJSC)
Notes to the Consolidated Financial Statements
For the Year Ended March 20, 2015

201415 201314
. Type of Is it Liable Gross Profit
Description Related Party Affiliation Subject of to Article Method of Amount of (Loss) Deb? Amount of Deb!
. .. . (Credit) . (Credit)
Transaction 129 of Pricing Transaction of the Transaction
. Balance Balance
Trade Act? Transaction
Commission Bankin
Income of ning 156 156 189
Tariffs
Guarantee
Based on
Issuance of Instruction
Guarantee of Credit 61,748 0 56,426
Committee
Affiliated Karafarin Affiliated
Trade Units | Insurance Co. Company Rent of B Routine & 40,773
Building for s 2,366 0 1,696
Commission
Branch
Based on
Instructions
Insurance
Services of Insurance 0 2
& Contracts
In-between
Based on
) Bank’s Granted Instruction
Mr. Ali Rousta Shareholder | Facilities - of Credit 105,063 0 30,388 256,813 49,207
Committee
Mr Based on
Abdolmahmoud | BaTKs Granted - Instruction 97,108 o| 18412 86042 | 20317
} Shareholder | Facilities of Credit
Zarrabi ;
Committee
Based on
Granted Instruction
Facilities of Credit 519,414 0 745,693
Committee
Based on
Opening of Instruction
Kar vaAndishe | Bank's L/Cs of Credit 1,194,818 0 591,457
h . - - 0 724,294
Engineering Co. | Shareholder Committee
Commission Bankin
Income of aning 511 511 584
Tariffs
Guarantee
Other
Related Issuance of Based on
Parties Guarantee Instruction 755535 64,480
Commission Bankin
Income of nKing 8 8 0
Tariffs
Guarantee
. Based on
Tadl.)" Indusiry Joint Issuance of Instruction
& Mines . 1,767 0 0
Development Member of Guarantee v of Credit
c P! the BOD Committee
0. 615,310 207,018
Based on
Granted Instruction
Facilities of Credit 2,230,742 0 1,826,486
Committee
Based on
Granted Instruction
Abors Bulk Facilities g Cfet?ti: 827,655 0 177,559
. . ommittee
::—‘Ah?rrrlmz-llceutlcal JCom: Ulnder B 210,211 177,559
aterials ontro Based on
Production Co. Opening of Instruction 827 141 0 0
L/Cs of Credit !
Committee
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