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Operating Profit

26. Adjustment of Net Cash Inflow from Operating Activities

March 20, 2002
Rials

5,516,567,836

March 20, 2001

Rials
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Depreciation and Amortization 1,172,426,752
Provision for Staff Termination Benefits 66,329,447
Provision for Doubtful Debt 1.621,837.737
Other Non-operating Expenses & Income 84,699,823 10,444,551
Total 8,461,862,505 "72,508,230,251
Operating Liabilities’ Net Growth (Decline) 4 el
st iico Depaniiie . e 6,690,299,260 2420070,084
Short-term Investment Deposits 19103461462 7,377,464,957 i
""" Long-term Investment Deposits 79.137.689.119 13,480,875,650
OIREE Denbhits s siiipe— pteaa = PALMEZEREYE — 1,990,974280
Other Liabilities 7,365,249,196 327,248 346
Total f=imeri e Syt pe R A e T 129,490,442,374 25,605,633 317
Operating Assets” Net Decllne(Gmwlh) : S
..... Statutory Reserve i (14,822,135,000) (2,093,319,000)

YOF L FYYCVY

E% AT E R

Islamic Contracts (110,305,057,038) (16,932,720442)
Pacipalion Hoeds =il ST o = ST (27.834.000,000) (466,000,000)
e e e (943,426,807) (754,300,691)
o0 e e S I e L (153,904,618 845) ....(20,246,340,133)
Net Cash Flow from Operating Activities (15,952313.876) 7,867,523,435

27. Contingent Liabilities and Commitments
Contingent liabilities as mentioned in Article 235 of the Amendment to the Commercial Code approved in 1968 are as follows:

Commitments under Guarantees

March 20, 2002
Rials

19,813,910,000

March 20, 2001

Rials

7,599,253.900
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Total

19,813,910,000

7,599,253,900

28. Events after the Balance Sheet Date

29. Related Party Transactions
According to the Amendment to Article 129 of the Commercial Code, granting of the following facilities to shareholders and
members of the Board of Directors has been approved by the Board of Directors:

Company Relationship

Hamedan Glass

28.2. Obtaining the Central Bank’s permit to turn the institution in to a bank.

Transaction

Transaction Size

(in million Rials)

Balance
(in million Rials)

28.1. Purchase of land in Mashad (Ahmadabad Boulevard), Rasht (Golsar Boulevard) and Tehran (Pasdaran Ave) for sefting
up new branch offices.

Member of the Board of Directors § Debt Purchase 2,855 1,049
Rangin Member of the Board of Directors : Installment Credit & Forward Contract 2,100 290
Iran Barak Member of the Board of Directors Forward Contract 2,200 1,100
Plastiran Member of the Board of Directors Installment Credit 2200 1133
Iran & West Shareholder Flnstallment Credit T 950 125
Gerd Baf-c Yazd i Member of the Board of Directors | Installment Credit 1,170 770
Yazd Tile Member of the Board of Directors i Debt Purchase 3200 1,200
Niku Sarir Sharcholder Installment Credit & Forwaxﬁ.aonlract 1,700 600
Iran & West Sharcholder Purchase of Head Office 6750 5266
Iran & West Sharcholder Purchase of Car 68 0
Iran & West Shareholder Purchase of Mobile Phone 8 0
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nstitution from loans has been Rls 14,215,908,659.

21.1. The operating income of the i

21.2. Rls 4,908 million was charged to the clients for insurance and supervision of the contracts.

22. Interest on Deposits
March 20, 2002
Rials

5,635,817,201

March 20, 2002
Rials

|24 |

SAMAN EQTESAD CREDIT CORP. ANNUAL REPORT 2001/02

March 20, 2001
Rials

1,956,627,64

March 20, 2001
Rials

§16,070,339

24.1.1. The increase in salary and benefits is due to the increasing number of personnel and pay raises based on the regulations

of the Labor Office.

24.2. Administrative Expenses
March 20, 2001
Rials

March 20, 2002
Rials

1,125,964,912 557,734,031

branch offices and related costs.

1 due to the increasing number of

24.2.1. Administrative expenses have risel

24.3. Depreciation

March 20, 2001
Rials

272,542,435

1,172,426,752 427,530,193

24.3.1. The rise in depreciation is due to the increase in immovable assets.

25. Other Non-operating Expenses and Income

a. Expenses:
March 20,2001
Rial

]

March 20, 2002
Rials

33,801,500

Amortization of Fea ibili

b. Income:

March 20, 2002 March 20, 2001
Rials Rials

90,403,402

Interest from Statutory Reserve with C

84,699,823 10,444,551

nses

Net of Other Non-operating Income and Expe

1251
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i 12. Short-term Deposits
'
4 March 20, 2002 March 20, 2001
i Rials Rials
o Short-term Deposits 25888024632 8,695,748,203
e | Special Shortterm Deposits 1,193,930,000 21,100,000
'I Short-term Forex Deposit l,3?2,866,233 ?.] 1,200
b Total 28,394,820,865 ,359,403
|
! 12.1. The interest rate on short-term deposits is 10% and that on special short-term deposits is 12%.
: 13. Long-term Deposits
Interest (%) l March 20, 2002 March 20, 2001
Rials Rials
_____ One-year Deposits 16 11,287,880,000 877,600,000
______ Wb Ao bl X 1,392,020,%00 s 0000
Three-yearDeposis 18 13,153,649,938 355,100,000
Four-year Deposits : 19 488,128,293 49,877,705
______ Fiveyear Deposits 1 L e : 205 L eaisa 16761286745
Total 97,414,253,569 18,276,564,450
14. Guarantee Deposits and Other Contracts
March 20, 2002 March 20, 2001
Rials Rials
Guarantee Deposits 2,185,688,250 1,139,624.28q ____
______ I 140,092,901 = sl
G e e G S e 188,700,000 a0 =
__Non-allocated Administered Funds (Note 14.2) 15,698,166,700 0
Total 19,212,617,617 2,018,874,280
14.1. The institute charged the customers for secured guarantees in line with the relevant by-law. The balance of guarantee
deposits totaled Rls 2,185,688,250 at the end of the year, showing a 100% growth compared to the preceding year.
14.2. In order to boost banking operations the institute started to attract administered funds from companies and organizations.
Related details are as follows:
o March 20, 2002 March 20, 2001
]l Rials " Rials
|
Administered Funds 21,050,000,000 0
Allocated Administered Funds (5,351,833,300) 0
Total 15,698,166,700 0
I
A 1% commission is charged on administered funds and deducted from related profit.
15. Accounts Payable
March 20, 2002 March 20, 2001
Rials Rials
Deferred Payments (Note 15.1) 5,451,776,437 22,100,000
0.5% Extra Interest for Depositors 308,370,196 36,000,000
Personal Income Tax 11,145,957 ....,,.._.11359'6?3
..... \ ithholding Tax 1 2,457,157 I,OTS,I?OO
Social Security Org [ e Sy 57,018,188 9,257,445
Income laxri Dl s n aeinn il OF . 90’889’52?
'_ ] Net Dividend : 1,290,461,903 83304668
| i :
& 1,241,114,461
of Bo 0
I Forex Bank Dratls Seietne S i i e e 321,625,166
! Frozen Acconnte BB ilifte s sE R sl Cant 302,416,725
............ 150’235’4%
9,136,621,866 563,899,933
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15.1. Deferred Payments
I March 20, 2002 | March 20, 2001
Rials Rials
Iran and West Co. (Purchase of Head Office) : : 5,266,000,000 1,891,812,015
Expected Funds 177,295,500 0
___ Other Deferred Payments 8,480,937 1,359,670,354
Total 5,451,776,437 509,284,409
16. Income Tax
| March 20, 2002 | March 20, 2001
Rials Rials
Profit before Taxation 5,601,267,659 1,891.812,015
_____ Minus: Interest of Bonds and Tax-free Deposits (1,872,632,934) (532,141,661)

Net Taxable Income

3,728,634,725

932,158,681

509,284,409

16.1. Income tax for the financial year ended March 20, 2002 was set at Rls 735,146,320. The company appealed and the
case was forwarded to a Dispute Settlement Board. As a result Rls 509,284,409 in income tax was calculated and paid.

16.2. The income tax rate for the period March 20, 2002 according to Clause D, Article 105 of the Direct Taxation Act is 25%.

17. Staff Termination Benefits

March 20, 2002
ial

March 20, 2001
Rials

Rials
Balance at Beginning of the Year 46,048,703 12,453,743
Increase duringthe Year " .. 66,329,441 e
Total 112,378,150 46,048,703

18. Capital Increase

Based on a ratification of the Extraordinary General Assembly on July 19, 2001, the capital of the institution shall increase
from Rls 11 billion to Rls 200 billion. In accordance with the ratification, Rls 44,042 million have been raised from the

shareholders at March 20, 2002.

19. Share Capital

The capital of the institution is Rls 11 billion subdivided in 1,100,000 ordinary registered shares of Rls 10,000 belonging to
334 shareholders. Rls 5.1 billion of the capital has been raised by the founders and the remaining Rls 5.9 billion has been
subscribed by other sharcholders.

20. Legal Reserve

Based on Article 17 of the 843rd meeting of the Money and Credit Council dated December 24, 1994 and Article 39 of the
articles of association, 15% of the net profit, i.e. Rls 840,190,149 has been transferred into the legal reserve. It has reached
Rls 1,210,195,385 on March 20, 2002. The legal reserve is not transferable into capital and can only be divided among the
shareholders at the time of liquidation of the institution.

21, Operating Revenues

March 20, 2002
Rials

March 20, 2001
Rials

Interest on Installment Credits 6,407,864,289 2,‘083,?6?.i 16
interest on Purchased Debt 474567853 360,933,581
interest on Limited Partnership Facilities g 2.271,079,061 T 029,332,878

Inferest on Forward Contracts 1,530,964,520 944,414,539 |
Interest on Repair and Upkeep Facilities 859,616,105 47,243,493
2,428,228,600 160,403,868
243388331 0

14215908659 4635095475

""" 4,908,149,553 1,095452,683

457,095,761 35,402,318

"""" 300,504,758 165666855

A nt Co 280,463,693 66,274,821
__ Forex Transactions Fees : 227,596,406 0
“Transaction Fecs from Other Faciliies 60,954,654 628,698

income from Accounts Closed before Maturity 14,549,451 0.

Sub Total i i 6,289,314,276 1353425382
Total Operating Revenues 20,505,222,935 5,988,520,857

1231

SAMAN EQTESAD CREDIT CORP. ANNUAL REPORT 2001/02




PRt Ee = — = —

8.1. Other Accounts Receivable

8. Other Current Assets

Rials

March 20, 2001

Rials

(=]
=
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o

B

o
e
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Rials

March 20, 2001

|

Rials

March 20, 2002

27,708,333

733,361,111

Income from Participation Bonds

Income from Statutory Deposit with Central Bank

Salary Advances

Other

Total

18,768,299
29,973,600

90,403,402

7.581,963
84,032,195

35,590,160
62,954,329
922,309,002

84,032,195

922,309,002

Other Accounts Receivable (Note 8.1)

Advance Payments (Note 8.2

Total

29,000,000
113,032,195

134,150,000
1,056,459,002

Book Value at
March 20, 2001

Book Value at
March 20, 2002

Net Book Value (in million Rials)
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Additions

during the year

Cost (in million Rials)

Advance Payment to Negareh Institute for Brochures and Folders

Advance Payment to Mr. Rajabzadeh for Preparing the Loan Contract Templates

Advance Payment to Dizandad Co. for Exhibition Participation

Advance Payment for Audit
Total

Advance Payment for ATM Cards

8.2. Advance Payments

9, Fixed Assets
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9.1. Additions during the Year;

Purchase Price

(million Rials)

Land:
... Land Purchase for Tabriz Branch Office 2,113.2
Bl g s
Isfahan Branch Office 2,068.8
Ferdows Garden Branch Office 4,013.5
Other Expenses 89.7
R P TRt
__ Purchase of 5 Automobiles 3522
Offcs Equinment: et D S e
Office Furniture 118.2
Security Equipment 3734
_____ Computer Hardware 976.4
Advance Payment;: ........... :
Land Purchase for Mashad Branch Office 3.010
Office Equipment 659.4
Assets under Constructions R
Land Purchase from Iran and West Co. 6,750
Renovation 23024
S T e
Office Equipment el 2475
o) i aE R R IDTERE

10. Other Non-current Assets

March 20, 2002

March 20, 2001

Rials

Rials
Feasibility St}ld}" and Pre-operation Costs 123,938,833 157,740,333
Deposit for Telephones 91,256,500 65,038,000
_____ Deposit for Mobiles 3 : 44495000 7 12,580,000
Depozit for Datd Line (205) SR iniari & i il 14,464,300 4,420,000
Déposit for Credif Carnds R SSsaResse I SRR 240700080 2,307,000
Deposit for SWIFT License : 267037608 00 Ui
____ Pcposii for Bankir}g System Software 3 777,333,334 0
Sub Total 1,320,832,127 242,085,333
Advanfg_[:’ayment for O]Tli’.‘L Automation Contract 52535000058 583,001},000
Advance Payment for Telephones 30000008 5,000,000
""" Advance Payment for Isfahan Branc i = 0 65,018,600
Total 1,851,182,127 995,103,933

10.1. The feasibility study and pre-operation costs amounting to Rls 157.7 million, mainly for research, consultation, training

and the likes, are as follows:

March 20, 2002
Rials

March 20, 2001

Rials

_____ Costs .. ; : : 157,740,333 191,541,833
Amortization (Note 3.3) (33.801,500) (33.801,500)
Total 123,938,833 157,740,333

10.2. An agreement worth Rls 1,600 million has been signed with Towsan Company for installation of a banking system

software, Rls 1,405 million of which were paid by March 20, 2002.

11. Saving Accounts
The total amount of savings at the end of the financial year has been Rls 9,494,362,340.

March 20, 2002
Rials

March 20, 2001

Rials
Rial Interest-free Deposits 3 9,400,057,684 2,712,587.440
Forex Interest-free Deposits 94,304,656 91475640
Total 9,494,362,340 2,712,587,440
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Assets, acquired during a month and put to use, are depreciated starting the first day of the following month. In cases where
depreciable assets are not used for some time after being ready for use, the depreciation for such time is 30% of the depreciation

of the above table. S
3.3. The feasibility study and pre-operation costs will be amortized in 6 years.

3.4. Staff Termination Benefits
Staff termination benefits are provided on the basis of one-month salary at the end of the year for each year of service.

3.5. Forex Assets and Liabilities
Assets and liabilities in foreign currency at the balance sheet date are translated at rates of exchange at that date, and gains

and losses on exchange are taken to the Income Statement.

3.6. Provision for Doubtful Debt
According to a circular of the Central Bank of Iran, at the end of the year, 0.5% of the outstanding loans have been made in

the accounts as provision for bad debt. This policy continues for 4 years at the rate of 0.5%. Thus, from the fourth year on,
the provision for bad debt is equivalent to 2% of the outstanding loans.

4. Cash and Bank Balances

March 20, 2002 March 20, 2001
Rials " Rials

Cash in Hand 1,368.911,562 176,427,345
Bank Notés & Forex 92723000 76,407,500
Stamp Duty 12,500 3500
Rial Sight Deposits with Domestic Banks AURO IS TICE T 3.828.862,651
Forex Sight Deposits with Foreign Banks 2,489,550,473 T 390691
Forex Sight Deposits with Domestic Banks SITex e S o
"Cash with the Central Bank of Tran 806,724 3,667,285
Total 7,773,496,810 4,227,496,972

4.1. The cash in hand at the end of the year has been counted under the supervision of an independent auditor.

5. Statutory Reserve with Central Bank
According to the instructions of the Central Bank of Iran deposits (calculated at the end of each week) have been made with

the Central Bank according to the following table:

Sight Deposits and Saving Accounts 15

Short-term and 1-Year Deposits : 15 SO |
2, 3 and 5-Year Deposits 7 ¢ 0

Other Deposits : 15

The legal deposit based on above table, is Rls 17,616,857,000 after deduction of the institution’s cash with banks. The legal
deposit has generated a profit of Rls 90,403,402 which has been made in the income accounts.
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R e

sad Credit Corporation

Saman Eqte
he Year Ended March 20,2002

Cash Flow Statement fort

20,2002 \ March 20,2001
Rials Rials

Notes \ March

7.867.523,435

Operating Activities: :
Net Cash Inflow from Operating Activities (1 595231 3,876)
{5(}9’28‘4,409) ........................................

Taxaliun ...........................................................

Investing Activities:
Purchase of Fixed Assets
n-Current Assets

Financing Activities:
Cash Received from Capital Increase

nancial statements.

The attached notes 1 to 29 form part of these fi
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SAMAN EQTESAD CREDIT CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

CE e e

1. Company Status

red on September 2, 1999 in
th the license of the Central
he objective of providing

1.1. Introduction

Saman Eqtesad Credit Corporation was established as a public joint-stock company and registe

the Company Registrar in Tehran with registration number 154444, The institution was formed wi
st 11,1999 asa general non-bank credit corporation with t

Bank of Iran, No.1745/h dated Augu
ran and other cities.

modern banking services through opening branches in Teh

an, Africa Highway. South of Jaha ond Floor.

n Kudak Crossroads, No. 29, Sec

999 at 29, Africa Highway (Ground Floor). The
its work on September 23, 2000. Subsequently,

The head office is in Tehr

The first branch, called Africa Branch, started its work on November 22, 1
second branch, called Alborz Branch, was opened on Engelab Street and started
Ferdows Garden Branch and branches in Isfahan and Tabriz started their activity.

nducting all monetary and credit operations

1.2. Objectives of the Company
sible for general credit

According to Clause 2 of the article
regulations set oul by the C

ution is active in co

s of association, the instit
{ Iran and other activities that are permis:

in the framework of entral Bank 0

corporations.
cepting all sorts of deposits except

issuing money orders, conducting
documents, receiving loans
trusteeship,

es of the Central Bank the scope of activities of the institution includes ac
loans in the framework of non-usury banking,

ds or other commercial
and accepting executorship, proxy,

Under the rul

in the form of current accounts, granting
ssuing, buying, and selling government bon

foreign currency transactions, i
renting safe deposit boxes, issuing guarantees

from natural and legal entities,
and supervision.
1.3. Duration of the Institution

Unlimited

1.4. Status of Employees

The number of employees of the institution and their level of education:

March 20, 2002 March 20, 2001

are active in the head office.

51 of the above work in branches and the rest

3. Accounting Convention

The financial statements have been prepared under historical cost convention.

3. Significant Accounting Policies

3.1. Income from Loans

The interest on granted loans in
banking and according to the regu
s at the end of each fiscal year. This moti

alculated in the form of Islamic contracts,

ayear is ¢
made for precise reflect

lations of Central Bank of Iran. Adjustments are
losse on has been in force since 1379 (2000/01).

3.2. Fixed Assets
3.2.1. Tangible fixed assets are recorded based on purchase price. A

1t of which the useful life of such an ass¢
he remaining usefu
rking order are expensed when incurred,

ny expenditure incurt

repair of an asset as a resu
such expenditure is capitalized and depreciated over t

for upkeep or maintenance of assets 0 keep them in good wo

is taken to Income Statement

3.2.2. Depreciation of property, plant and equipment, based on the Depreciation Bylaw approve

of the Money and Credit Council, is as follows:

_ Buildings and Fixtures 10 years (straight line)
- Equipment 5 years (straight line)
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within the framework of non-usury
jon of profits and

ed for betterment or

{ is extended or its performance improves,
| life of the asset. Minor expenditures
and such expenditure

d by operational instructions
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SAMAN EQTESAD CREDIT CORPORATION
BALANCE SHEET- MARCH 20, 2002

Notes March 20, 2002 March 20, 2001
Rials " Rials
Current Assets:
Cash and Bank Balances 4 7,773,496,810 4,227,496,972
Statutory Reserve with Central Bank 5 17,616,857,000 2.794,722,000
Loans and Advances 6 140,057,126,253 31,373,907,952
Participation Bonds, Forex Deposits 7 29.000,000,000 1,166,000,000
Other 8 1,056.459,002 113,032,195
Total Current Assets 195,503,939,065 39,?@,159,1] 9
Non-current Assets:
Fixed Assets 9 27,508,879,203 5,502,928,954
Other 10 1,851,182,127 995,103,933
____ Total Nun-c_urrent Assets 29,360,061,330 6.498.032,83_}'__" 4
T Total Assets 224,864,000,395 46,173,192,006
Current Liabilities:
Saving Accounts 11 9.494,362,340 2,804,063,080
Short-term Deposits 12 28,394,820,865 9,291,359,403
Long-term Deposits 13 97,414,253,569 18,276,564,450
Other Deposits 14 19,212,617.617 2,018,874,280
Accounts Payable 15 9,136,621,866 563,899,933
Tax Provision 16 932,158,681 509,284,409
Proposed Dividend 3,300,000,000 1,207,472,737
Total Current Liabilities 167.884,834,938 34,671,518,292
Non-current Liabilities:
Staff Termination Benefits 17 112,378,150 46,048,703
Total Liabilitir._‘s _______ 167,997,213,088 34,'1; 1 73566,995
Capital Tncrease Interim Account 18 agsenane 0 0
Shareholders’ Equity:
Share Capital 19 11,000,000,000 11,000,000,000
Legal Reserve 20 1,210,195,385 370,005,236
Retained Eamnings 614,538,604 85,619,775
Total Shareholders’ Equity 12,824,733,989 ll,45§3§_25,011
Total Liabilities & Shareholders’ Equity 224.864,000,395 46,173,192,006
Letters of Guarantee, Letters of Credit 19,813,910,000 7.599,253,900
Managed Funds 5,150,330,000 0
The attached notes 1 to 29 form part of these financial statements.
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SAMAN EQTESAD CREDIT CORPORATION
INCOME STATEMENT FOR THE YEAR ENDED MARCH 20, 2002

Notes l March 20, ZI{I_"DZ I March 20, 2001

ials Rials
Operating Income 21 20,505,222,935 5,988,520,857
Interest on Deposits 2 (11,259,921,543) (2,495,804,609)
Other Operating Income 23 1,907,083,645 345,248,862
____ '_l_'otal‘ qperating Income ] 11,152,385,037 3,837,995,110
Administrative Expenses : 24 (5.635,817,201) (1.956,627,646)
Net Operating Profit e 5,516,567,836 T1,881,367,464
Other Non-operating Income & Expenses 25 84,699,823 1h0.444.551
____ Profit before Taxation 5,601,267,659 1,891.812,015
Taxation _ Wi 16 (932,158,681) (509,284.409)
Net Profit for the Year 4,669,108,978 1,382,527,606

SAMAN EQTESAD CREDIT CORPORATION
STATEMENT OF EARNINGS FOR THE YEAR ENDED MARCH 20, 2002

Notes March 20, 2{?02 | March 20, 2001
ial

ials Rials

Net Profit fortheYear 4,669,108,978 1,382,527,606
Retained Earnings at the Beginning of the Year 85,619,775 357,895,824
Prior Year Adjustments 0 (86,559,116)

i Retained Earnings : ! 26 85,619,775 271,336,708
Distributable Profit 4,754,728,753 1,653,864,314
Legal Reserve (840,190,149) (283.771,802)
Proposed Dividend (3,300,000,000) (1,207,472,737)
Board of Directors’ Bonus : 0 (77,000,000)
Retained Earnings at the End of the Year 614,538,604 85,619,775

The attached notes 1 to 29 form part of these financial statements.
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DEVELOPMENT STRATEGY f FINANCIAL STATEMENTS

In early 2001 and shortly after ratification of the Law on the Establishment of Private Banks, Saman
Eqtesad started preparation for transformation of the credit corporation into a private bank. On June
21,2001, the Central Bank of Iran gave Saman Eqtesad its Agreement in Principal for the establishment
of a private bank on condition that 50% of the required capital for private banks be deposited. On
April 29, 2002 this requirement could be fulfilled. Thus, Saman Eqtesad is expected to transform @
during 2002/03 into one of the first private banks in Iran after the Revolution (1979). ) We have audited the financial statements of Saman Eqtesad Credit Corporation (Public Joint Stock
(?ornpany} consisting of the balance sheet as of March 20, 2002, and the Profit and Loss Statement
dea: ‘ for .the yt?ar ended at abovc.df:lte, together with the Notes 1 to 29 thereto. Our responsibility, as
| { auditors, is to express our opinion on these financial statements based on our audit.

AUDITOR’S REPORT

Aside of this important task, the management of Saman Eqtesad will focus on the following key

= Saman Eqtesad intends to open during the next three years 10 new branches in Tehran and 20 branches

E
i
1 r in provincial capitals and in the Free Trade Zones inthe Persian Gulf Our audit was conducted in accordance with Iranian Auditing Standards to ascertain the accuracy

of financial statements. An audit includes examining evi i i
' . ‘ - . . : g evidence supporting the amounts an
= Saman Eqtesad will continue to invest heavily in computer software and hardware, including further '8 in the financial statements. 5 : il

expansion of ‘Saman Bank 24’ online banking, ATM, POS, WAP, and smart cards systems. : e
The company has paid Rls 509 million in taxes for the fiscal year ended on March 20, 2001. Initially,

= Taking full advantage of the newly created opportunities for private financial institutions, Saman i the tax authorities had put the amount due at Rls 735 pi1li60, Bowever the ohias i =
| Eqtesad intends to participate in the establishment of a private insurance company and a private a settlement council solved the dispute : A pany objected an

8 leasing company.
: | o _ The taxes for the reported fiscal year have been calculated at Rls 932 million.
! = Saman Eqtesad plans to apply for a listing at the Tehran Stock Exchange (TSE). Since the Revolution

(1979) no bank has been listed at the TSE. The TSE authorities are presently in the process of
| preparing related rules and regulations.

Except for Note 3 of the financial statements, Saman Eqtesad Credit Corporation (Public Joint Stock
Company) has complied with the accounting standards for the fiscal year ended on March 20, 2002.

2 = Saman Eqtesad will launch a broad marketing campaign to publicize its electronic banking services.
! = Saman Eqtesad plans to substantially increase its forex operations and its co-operation with foreign 8 July 2002
' financial institutions. Nemudras Auditing and

Management Services Institution
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SAMAN EQTESAD CREDIT CORPORATION

COMPANY HISTORY

ablished on September 23, 1999 upon receiving the

Saman Eqtesad Credit Corporation was esl
h a share capital of Rls 11 billion (USS$ 1.4 million).

authorization of the Central Bank of Iran wit

1t started its banking activities with the launching of its first branch on November 22, 1999. Initially,
a number of university graduates and post-graduates in relevant fields with outstanding performance
were selected, trained and subsequently employed by Saman Eqtesad. The Directors as well as the
Branch Managers were chosen from among outstanding Iranian banking, accounting and computer

specialists.

During the first year of operation (ended 20 March, 2000), which was effectively limited to 4 months
and despite the heavy burden of initial establishment expenses, Saman Eqtesad managed to break
even and achieve a 5% return on equity. In the financial year ended March 20, 2001, Saman Eqtesad
could triple its profit before tax to reach Rls 1.9 billion (US$ 237,500).

OWNERSHIP STRUCTURE

Saman Eqtesad has an issued share capital of Rls 11 billion (USS 1.4 million) subdivided into
1,100,000 ordinary registered shares of Rls 10,000 (US$ 1.25) belonging to 334 shareholders. Rls
5.1 billion of the capital has been raised by the founders and the remaining Rls 5.9 billion has been
subscribed by other shareholders.

In the second half of 2001 and as precondition for receiving a banking license Saman Eqtesad has

initiated a capital increase to raise its share capital to Rls 200 billion (USS$ 25 million).

1101
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MISSION STATEMENT

The five basic principles of our business conduct are: Leading by Example, Exploiting Market
Inefficiencies, Creating Value for our Sharcholders, Thinking Internationally, and Investing in People.

ACTIVITY PROFILE

Saman Egtesad Credit Corporation currently offers a full
range of banking products and services, including all types
of short- and long-term deposits, all types of personal and
corporate loans, issuance of domestic and international letters
of guarantee, opening and accepting letters of credit, trading
in participation bonds, portfolio management, advisory services
and safe deposit boxes, with the exception of opening current
accounts, through the following distribution channels:

Branch offices
ATM network
Telephone banking

E-banking

It has to be noted that Saman Eqtesad is the first financial
institution that offers personal loans, including car loans, and
more importantly the very first Iranian institution offering
internet banking to its clients.
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IRAN’S BANKING INDUSTRY

BANKING SYSTEM

Iran’s banking sector was nationalized after the Revolution (1979) and is still dominated by 10 state-
owned institutions. State control over the banking sector is primarily through directed lending although
the amount of directed lending is reducing constantly under the Third 5-Year Development Plan
(2000 - 2005).

In 2001/02 the Money and Credit Council determined the allocation of both directed and non-directed
lending of state-owned banks to the private sector as follows: agriculture - 25%, manufacturing/mining
- 33.5%, housing - 20%, construction - 9%, exports - 8%, others - 4.5%.

The banking sector is also controlled by the administering of deposit and lending rates of return. The
Central Bank is attempting gradually to liberalize this regime. Despite the lack of competition and
a reasonable spread between deposit and lending rates, the state-owned banking sector is not profitable.
with over 15,000 branches costs are high and significant reserve requirements constrain earnings.
In August 2001, in accordance with the Third 5-Year Development Plan, Rls 5,000 billion (USS 625
million) in capital was injected into the banking system with a view to bringing the banks’ capital
into line with the minimum 8% ratio set out in the Basel Accord.

Bank supervision and regulation is the responsibility of the Central Bank. Bank supervision is
conducted both through regular reporting requirements as well as by on site inspections. The Central
Bank is focusing on enhancing its supervision capacity as well as revising external regulations in
areas such as large exposures and connected lending in view of the recent establishment of private
banks.

Since 1984 banks have been required to conform to Islamic principles which include the replacement
of interest charges with expected rates of return.
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CREDIT CORPORATIONS

In May 1993 the Money and Credit Council decided on the creation of private credit corporations.
However, the first institution was licensed only in 1997.

A credit corporation raises funds by attracting bank deposits (excluding interest-free current accounts)
and uses these funds to provide loans. In addition, it can use other methods approved by the Central
Bank of Iran to act as an intermediary between investors and loan applicants. No bank is permitted
to establish or to have a share in the capital of a credit corporation.

Specialized credit corporations may be established as public or private joint stock companies. General
credit corporations, such as Saman Eqtesad, may only be established as public joint stock companies
with registered shares.

A credit corporation’s minimum share capital has been set at Rls 50 billion (US$ 6.25 million), of
which at least 35% must be paid at the time of the corporation’s establishment. So far three credit
institutions have been licensed.

PRIVATE BANKS

The Third 5-Year Development Plan (2000 - 2005) has sought to further liberalize the banking system
by allowing for the creation of private banks.

A private bank is a financial institutions established in accordance with the “Law on the Establishment
of Private Banks’ dated April 2000 and Article 98 of Islamic Republic of Iran’s Third 5-Year
Development Plan (2000 - 2005), in compliance with the regulations ratified in 29 Articles on
December 10, 2000. It requires permission and a license from the Central Bank of Iran, which allows
performing all banking operations within the framework of the Money and Banking Law dated 1972
and the Law on Usury-Free Banking dated 1983.

The highlights of the regulations governing private banks are as follows:
Real persons applying must be citizens of the Islamic Republic of Iran. Legal entities applying must
have a minimum of 75% of Iranian sharcholders.

The minimum initial share capital for establishing a bank is Rls 200 billion (USS 25 million) at
least 50% of which must be deposited with the Central Bank of Iran prior to the issuance of the
preliminary license.

Legal entities whose capital is owned in part by the government, government companies or public
institutions or which are otherwise directly or indirectly run by the government or public institutions
may not own shares of private banks.

Credit corporations and banks are not subject to the prescribed lending guidelines.
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CREDIT RATING

On 10 May 2002 Fitch Ratings (UK) Ltd., the international rating agency, has assigned Iran long-term
foreign currency and local currency ratings of 'B+' and a Short-term rating of 'B'. These ratings apply
to senior unsecured debt issues of Iran. The Outlook on the long-term ratings is stable. Parts of related
press release read as follows:

185 As a share of GDP (7%) and foreign exchange receipts (CXR, 28%), Iran's external debt compares
exceptionally well not only to its rating peers, but in fact to all sovereigns rated by Fitch. Only Taiwan
(A+) has ratio, and no sovereign has a lower ratio of debt to GDP. Iran’s position as a large net external
creditor is also one of its fundamental rating strengths, comparing favorably with other sub-investment
rated sovereigns.

Against these rating strengths, Iran faces serious rating weaknesses associated with the structure of the
economy. State control extends to most major industries, including banking where lending is directed
to particular sectors, consistent with objectives outlined in the Five-Year Development Plan. The role
of the state is also evident in an extensive subsidy system that costs the government an estimated 20%
of GDP annually, although exchange rate unification should reduce subsidies and increase fiscal
transparency. Diversification efforts have yielded few results and are not likely to succeed in the absence
of foreign investment. Finally, mounting demographic pressures presage the need for large-scale
employment generation, which does not appear forthcoming.

The sovereign ratings are constrained primarily by the interaction of complex international and domestic
political developments. Iran borders some of the world's most potentially volatile countries, and stakes
in the region’s geo-politics are exceptionally high. Tensions have heightened across the Middle East
in recent months, reinforcing Fitch's view that international security issues and their implications for
Iran remain unpredictable and prone to change quickly. Moreover, relations with the United States,
which continues to impose strict bilateral
economic sanctions, have deteriorated with
the intensification of the Israecli-Palestinian
conflict. Although US
necessarily shared by
international
believes they are a
[ran's international risk

views on Iran are not
other members of the
community, Fitch
significant element of
profile.

With regards to Export
covered financing, the
lowered in 2001 Iran’s
category 5 to 4 (a
to the highest risk

Credit Agency (ECA)
Club of Berne has
country risk from
rating of 7 is assigned
countries).
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OUTLOOK

Based on the assumption of a stable oil price and the continuation of economic reforms Iran’s
economic outlook is positive.

Economic Growth: It is expected that the Iranian economy will reach its growth target for
2002/03 and the country’s GDP will increase by approximately 6%.

Inflation: Due to exchange rate unification and an expansionary budget, inflation might accelerate
to 15%.

Exchange Rate Policy: It is anticipated that after unification of the exchange rates in March
2002, the Central Bank will continue its policy of exchange rate stability and further steps
towards full convertibility of the Rial will be taken

L}

Privatization: Privatization revenue provisions in the budget for 2002/03 are high and show
Iran’s determination to reduce the government share in the economy.

Import Regime: Liberalization of the country’s import regime is expected to continue. Non-
tariff trade barriers are gradually replaced by customs duties.

Private Domestic Investment: The new taxation law is expected to have a positive effect on
the level of private domestic investment.

However, recent economic reforms can only be the beginning. Iran needs basic structural reforms
in response to the economic challenges lying ahead:

= Unemployment: Due to Iran’s young population, 800,000 job seekers enter the Iranian economy
every year. The current unemployment rate is conservatively estimated at 16%.

Subsidies: Subsidies on basic goods and energy account for approximately USS 10 billion per
year and place a heavy burden on Iran’s budget.

= Foreign Direct Investment: Foreign Direct Investment is anticipated to remain insignificant
until enactment of the new Foreign Investment Promotion and Protection Act.
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THE IRANIAN ECONOMY

In 2001/02 the Iranian economy continued its positive trend:

Real GDP grew by 4.9%, with manufacturing and construction growing by 10.0% and 12.3%,
respectively. Agriculture and services grew by 5.6% and 4.7%, respectively, whilst oil declined by
8.4%, reflecting reduced production in line with agreed OPEC quota reductions. GDP (at current
prices) stood at USS 107 billion or USS 1,654 per capita.

The structure of Iran’s GDP continued to be determined by its reliance on oil. Whereas,
the oil sector’s share of GDP has further declined to 15.2%, oil revenues still provide approximate
80% of export earnings and nearly half of government revenues. Manufacturing/mining, agriculture
and services contributed 20.1%, 13.6% and 53.0%, respectively to the GDP. Inside the service
sector, the services of financial and monetary institutions accounted for 8.9% of the GDP.

The downward trend in inflation continued in 2001/02, reaching 11.4%. However, liquidity growth
remained high at 28.8%, principally as a result of reduced reserve requirements.

A slight decline in crude oil prices and reduced export volumes reduced the value of oil exports to
USS 19.3 billion, although further trade liberalization had a positive effect on non-oil exports as well
as imports which grew by 9.2% and 20.2% to reach USS 4.6 billion and US$ 18.1 billion, respectively.
The trade surplus declined by 56.7% to USS 5.8 billion and the current account balance declined
by 52.1% to US$ 6 billion.

The budget deficit amounted to 0.47% of GDP. Oil revenues above USS$ 18 per barrel continued
to be credited to the Oil Surplus Fund. In March 2002, the Fund contained US$ 7 billion. At the
same time Iran’s external debt amounted to USS 7.2 billion and Iran’s gross foreign reserves
totaled USS$ 32 billion.

The country has 95 billion bbl or approximately 9% of the world’s total proven oil reserves.
It produces roughly 5% of global oil output. Iran’s gas reserves stand at around 26 trillion cubic
meters, amounting to 15% of world reserves.
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MONETARY AND FINANCIAL SYSTEM

Iranian monetary and exchange rate policy is managed by the Central Bank, which works closely
with the government and the parliament. Policy decisions are made by the Money and Credit
Council which meets twice a weeks and whose members principally comprise Central Bank and
government officials.

In conjunction with the annual budget process and within the broader framework of the relevant 5-
Year Development Plan, the Central Bank proposes to the Money and Credit Council a detailed plan
for credit expansion. The plan sets interest rates on lending by sector, the shares of credit to be
extended by sector, reserve ratios for various deposits and rates of return on banking facilities and
deposits. As direct state control over the banking sector eases, the Central Bank is moving slowly
towards indirect monetary policy instruments such as Central Bank participation papers.

(1979) and March
multiple exchange rate
Official Rate (Rls 1,750
Exchange Rate (Rls

Between the Revolution
2002, Iran had a
system, consisting of an
per US$) and a Stock

7,922 per USS). In
rates were unified
significant reform
since the Revolution. In
exchange market was
Tehran Stock Exchange

March 2002 the two
marking one of the most
initiatives undertaken
addition, the foreign
transferred from the
to a newly-established

inter-bank market.

The new exchange rate regime will be a managed float and the Central Bank has stated that it
intends to intervene to broadly target the real exchange rate in order, at least in part, to protect
the competitiveness of the non-oil export sectors. The Central Bank has also stated its intention
to eliminate remaining foreign exchange restrictions.

In July 2002 Iran issued its first sovereign Eurobond in the amount of Euro 625 million with a
coupon of 8.85% and a tenor of 5 years. The issue, managed by BNP Paribas and Commerzbank
was heavily oversubscribed.
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BOARD OF DIRECTORS / MANAGEMENT MANAGING DIRECTOR’S MESSAGE

c
BOARD OF DIRECTORS: MANAGEMENT: C.Z/‘\ espite the volatile situation in the entire Middle
East, 2001/02 was another prosperous year for Saman
Egtesad. Our activities were dominated by successful
expansion and continued preparation to turn the Credit
Corporation into a Bank.

Mr. A. Rajaiee Salmasi
Managing Director

Tel: +98 21 879 40 04
Fax: +98 21 888 03 37 The number of branches rose from four to six, including
Email: a.rajaice(@sb24.com new branches in Tabriz and Mashad. Preparation of
branch offices in Rasht and Tehran (Pasdaran Ave) are
at an advanced stage. Noting that the current location
of our head office cannot meet the growing needs, we
have also purchased a building measuring 2,500 square
meters in Central Tehran, which will become our new
head office in the coming year.

Mr. Mohammad Zarabie, Chairman
l Managing Director, Yazd Baf Mfg. Group
Chairman/Board Member of various

| industrial companies DAEST SFioal

Director of Information Technology
Tel: +98 21 879 40 04
Fax: +98 21 888 03 37

Email: valizi@sb24.com

Based on the approval of the ordinary and extraordinary general assemblies on July 19, 2001 Saman
Eqtesad took swift action to increase its capital to Rls 200 billion (US$ 25 million). The attraction
of additional funds has been slow, however, in the aftermath of September 11. After extending the
subscription period we managed to deposit on April 29, 2002 Rls 100 billion (USS 12.5 million).
Representing 50% of the amount required for issuance of a banking license, with the Central Bank.
Consequently, Saman Eqtesad is expected to receive shortly a banking license, turning it into one
of the first private banks in Iran after the revolution.

Mr. Iraj Nik Nejad, Deputy Chairman
Independent Auditor
Chairman/Board Member of various industrial companies

Mr. B. Ghahremani
Director of Credit Affairs
Tel: +98 21 879 40 04
Fax: +98 21 888 03 37

Email: b.ghahremani@sb24.com
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Also our investment in state-of-the-art software has shown first results. As of March 21, 2002 we
have introduced a new accounting system, turning each branch into a separate profit centre. On July
23,2003, we could successfully launch under the name ‘Saman Bank-24" our online banking services.

ﬂ
|

Mr. M. Khalili Azar Positive developments can also be reported on the operational side: The financial resources of
Saman Eqtesad have increased from Rls 46 billion (USS$ 5.7 million) in 2001 to Rls 224 billion
(USS$ 28 million) on March 20, 2002. The average cost of financial resources could be reduced

Dr. Parviz Moshirzadeh Moayedi, Board Member
Chairman of Krishchi Brokerage Company

Director of Branch Affairs

Tel: 498 21 879 40 04
Fax: +98 21 888 03 37 from 13% 10, 11.5%.

Email: m khaliliazar@sb24.com Saman Eqtesad has granted during 2001/02 a total of Rls 287 billion (US$ 36 million) in credit
facilities. 80% have been earmarked to the industrial sector and 20% to trade and the service sector,

M TN ) As a result, Saman Eqtesad could almost triple its net profit for the second year in a row, reaching
r. H. Nasrollahi Rls 4,669 million (US$ 580,000). The AGM approved a dividend of Rls 3,300 million (USS 410,000).

Director of International Division
Tel: +98 21 879 40 04
Fax: +98 21 888 03 37

Email: h.nasrollahi@sb24.com

Mr. Reza Krishchi Khiabani, Board Member

Managing Director, Krishchi Brokerage Company This annual report shall provide you with an overview of the present standing and future development

plans of Saman Eqtesad. The dedicated staff of Saman Egtesad and myself are always ready to
provide you with more detailed information and to welcome you for a personal meeting.
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, . . . Managing Director
PCRE R il LB Saman Eqtesad Credit Corporation

Tel: +98 21 879 40 04
Fax: +98 21 888 03 37

Email: a.seyfollahi@sb24.com

Mr. A. Seyfollahi

Mr. Alahverdi Rajaiee Salmasi, Board Member &
Managing Director

Former Deputy Governor, Central Bank of Iran
Former General Secretary, Tehran Stock Exchange
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