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islamic banking Principles

Since inception of the Law on Usury-Free Banking in 1983, Iranian banks structure and conduct their activities in

line with Islamic banking principles.

Resources are raised mainly through the following two products:

Gharz-al-Hassaneh Accounts: Gharz-al-Hassaneh constitutes current and savings accounts (as in the conventional

banking system), except that they earn no interest. Holders of current accounts typically receive in combination with

the account a cheque book and use such accounts mainly to effect payment transactions. Savings accounts offer

incentives (up to 4%) including one or several of the following: non-fixed prizes and bonuses in cash or in kind

(usually in the form of a lottery); an exemption from or a discount in the payment of commissions and fees; and

priority in use of banking facilities. Banks are to consider Gharz-al-Hassaneh accounts as "their own resources" and

required to guarantee their full nominal value.

Term Deposits: Banks are authorized to accept various types of investment deposits ranging from short-term

(6 months) to long-term (5 years). Although banks can use their capital plus Gharz-al-Hassaneh accounts, priority

must be given to investment deposits, that is, depositor resources. The banks can also use a combination of their

own and depositor resources for granting facilities to a customer. Iranian banks guarantee the owners of term

deposits their capital plus a minimum return. On top of this guaranteed return, banks charge a commission for their

service. In case the financed activities provide a return in excess of the guaranteed return and the bank's commission,

such excess return is shared between the bank and the depositors. No profits are earned by deposits if they are

withdrawn before the minimum time required.

On the lending side, Iranian laws and regulations separate banking products into two categories: participation

contracts and exchange contracts.

Participation Contracts: This type of contract is based on the principle of profit / loss sharing between the

bank and its customer. Neither the principal nor a fixed profit rate is guaranteed. The main forms are:

a. Mudarabah - Under this contract one party (the bank) provides another party (the entrepreneur; also called

"Mudarib") with capital, which the entrepreneur employs for trading operations. The resulting profit is shared

in a mutually agreed way. In case there is a loss, each party only loses its contribution to the transaction, i.e.

the bank loses its capital and the entrepreneur loses his manpower.

b. Musharekah - The meaning of the Arabic word Musharekah is derived from the word sharikah meaning

partnership. A Musharekah contract is very similar to a conventional partnership arrangement where the profit

is distributed among the partners according to their respective contributions to the capital. In the event of a

loss, each partner's maximum loss is limited to the amount invested by him. Within the framework of Musharekah

Islamic financial institutions participate in the equity of companies in the following two forms:



Diminishing Musharekah: This is a gradually reducing form of Musharekah, under which eventually the entire

ownership of an asset or a company is transferred by the bank to the customer. Hence it is a temporary

partnership.

Permanent Musharekah: The bank participates in the equity of a company and receives annually on a pro rata

basis a share of the profit. Islamic banks participate in this form of Musharekah with their own funds.

Mudarabah and Musharekah are appropriate financial tools for the banking system with two major advantages.

Firstly, they are consistent with bank's roles as financial intermediaries. Secondly, these tools can be employed for

different periods or types of business.

Exchange Contracts: Working capital financing is a cornerstone of every financial system. Religious and cultural

particularities aside, financial institutions in all parts of the world need to finance inventories, credit sales and fixed

assets. This type of contract does not entail intermediary relationships such as the participation contracts, but is

based on the principle of "deferred trading". The main forms are:

a. Price deferred sale - If a buyer is in need of finance, he can buy from a seller on credit and defer the payment

of price to a mutually agreed future date. The deferred price can be higher than the spot price. The primary

manifestation of a price deferred sale is the Murabaha contract. The structure of the Murabaha contract is

relatively straightforward and is comprised of a declared mark-up integrated into the selling price. Murabaha

financing has numerous advantages that make it a very popular instrument with Islamic financial institutions:

The risk bearing period for the bank is usually shorter than with other financing techniques and the bank knows

its exact profit as soon as the sale-purchase transaction is complete. The financier's assets are receivables

(debt) that cannot be sold according to the Shariah. Of impending concern for Islamic banks is therefore the

liquidity of investments.

b. Object deferred sale - If a buyer has funds available and if a seller needs to finance his procurement and

production, the buyer can pay the seller in advance and receive the goods at a mutually agreed future date.

The price paid in advance can be less than the spot price at the time of delivery.

c. Object and price deferred sale - As a general rule it is not allowed to defer both object and price. However,

in recent history scholars have identified exemptions where both price and object can be deferred. This provides

some of the most powerful tools of modern Islamic finance. One of them is "Leasing conditional on Ownership".
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vision, mission and Strategies
SAMAN BANK

Vision
To become Iran's leading bank in creating value and new experiences, through innovation, for our customers,

shareholders, employees and the community we live in.

Mission
• To achieve customer recognition for providing great customer service,

• To be the leading provider of innovative products and services based on Islamic banking principles,

• To be a leader in technological innovation in banking based on best global practices,

• To be a truly Universal Bank by providing a full range of financial services to our customers,

• To deliver superior value to our shareholders, by creating a reputation for excellence with our employees,

   regulators and stockholders.

Key Goals
In 2007 key goals of our Bank are:

• Diversification of assets and investments of the Bank,

• Organizational and activity restructuring, aiming at increasing the system's intelligence against environmental

   changes,

• Financial and human resource allocation aiming at presentation of innovative banking services,

• Increase of effective communication with other members of the financial group, in order to offer service

   packages to customers,

• Involving foreign investors in capital increases,

• Self-sufficiency in key areas, especially in regards to IT products and services,

• Implementation of a new, performance based salary, bonus and penalty system,

• Increase and development of service channels for customers.

Values
Above mission and vision require strong commitment to key values at every level of our organization:

Commitment to Integrity
The stability and growth of our business is only possible because our customers, partners, employees and shareholders

have confidence in us. In this respect, integrity is as important to our future growth and success as any other attribute

we have. Being one of the leading Iranian private banks makes us proud, and having earned that position through

fair and honest business dealings is a testament to our bank and our values.



Commitment to Social Performance
We believe that the most important part of being a successful private bank, is being socially responsible. Saman

Bank's employees not only try their best to serve clients, but are also committed to the society they live and work

in. We support activities that help make our society a better place.

Commitment to Quality
Across the Bank, our employees embrace a customer-oriented, data-driven philosophy and apply it to everything

they do. We continue to build on successes by sharing best practices across the entire organization, benefiting from

the full support of Saman Bank in our quest for better and faster customer services.
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History

Saman Bank initially started its activities as a credit corporation in September 1999. Subsequently, in August 2002,

it received a full banking license and changed its name to Saman Bank.

Saman Eqtesad Credit Corporation was established on September 23, 1999 with a share capital of Rials 11 bln (US$

1.4 mln). It opened its first branch on November 22, 1999 and managed to achieve already in its first year of activity

a 5% return on equity.

In 2002 Saman was the third private financial institution in post-revolutionary Iran to receive a banking license. In

this context, the share capital increased to Rials 220 bln (US$ 26 mln).

In March 2007, Saman Bank had a paid-up share capital of Rials 900 bln (US$ 97 mln). It operates 54 branches

including 15 branches in Tehran and 39 branches across Iran.

The founding shareholders of Saman Bank are some of the most reputable Iranian entrepreneurs and financial service

providers. Their initiative aimed at establishing a bank that could provide financial facilities and various other banking

services to the private sector without red-tape and bureaucracy.

Since commencing its operations, Saman Bank has steadily increased and upgraded the scope of services. It acts

as a pioneer in providing within the existing regulatory framework innovative solutions tailored towards the needs

of individuals and corporate clients.

Saman Bank also launched the first internet banking service in Iran and has since been at the forefront of expansion

and enhancement of electronic banking.

Saman Bank aims at becoming the leading private corporate bank in Iran. This goal shall be achieved by emerging

as the corporate customers' banker of choice. Accordingly, Saman Bank is putting big efforts towards understanding

sector specific needs and concerns and developing tailored banking solutions. In addition, the bank has embarked

on the model of relationship banking and puts great emphasis on developing and expanding with each client an

individual relationship no matter if the transactions are big or small.



corporate social Responsibility

Society and economy are interrelated. The welfare of one depends on the health of the other. Saman Bank is aware

of its influence on people and strives to strike a balance between its interests and those of the broader society.

Our policy is to operate according to a clearly defined set of principles which, taken together, amount to a statement

of - and commitment to - corporate social responsibility. For us, this term encompasses employee rights, environmental

protection, community involvement, supplier/contractor relations and stakeholder rights. It enables us to understand

fully the impact of our involvement, and also helps us to explore courses of action which mitigate that impact.

The underlying driver of our Corporate Social Responsibility program is stakeholder dialogue - talking to the people

who are affected by our operations. If we can understand their hopes, fears and aspirations, we can try to accommodate

their interests alongside our own, to produce a course of action that is acceptable to all.

We firmly believe that constructive engagement enables us to exert a positive influence for social improvement in

the places where we operate. By operating to the highest international standards, we can ensure that there is a

net gain to the community.

Our experience has shown that investment in sustainable development, supported by dialogue and constructive

engagement with local communities, is an effective method of achieving lasting improvement in quality of life at a

local level.

S
am

an
 B

an
k

21

A
n
n
u
al R

ep
ort 2

0
0
6



S
am

an
 B

an
k

22

A
n
n
u
al R

ep
ort 2

0
0
6

electronic Banking

The emergence of new technologies has shaped the way banks conduct their business. Technological advances

in hard and software contribute to ease and speed of banking transactions. Also at Saman Bank, state-of-the-art

technology is at the heart of our strive for higher profitability and customer satisfaction.

Internet Banking
Saman Bank pioneered the introduction of e-banking in Iran and got as first Iranian Bank in 2002 a Secure Socket

Layer (SSL) certificate. In March 2007 Saman Bank had 12,167 registered internet banking users. Within the

next 3 years all customers of Saman Bank who have access to internet shall be attracted to utilize internet

banking. Saman Bank works relentlessly in close co-operation with the Central Bank of Iran on increasing the

type of transactions that can be effected through internet without compromising transaction security.

ATM Services
To provide our customers with 24h access to cash, Saman Bank puts huge efforts towards expanding the ATM

network. By March 2007 Saman Bank installed 106 ATMs.

POS Services
POS systems present a modern approach towards customer friendly, cash-free shopping. Saman Bank is at

the forefront of introducing this new technology in Iran and pursues an extensive plan to furnish retailers

throughout the country with POS machines. By March 2007 Saman Bank installed 29,000 EFT-POS units.

Telephone Banking
In March 2007 Saman Bank had 19,805 registered telephone banking users. Telephone banking, like internet

banking and SMS banking, very much reduces the need of Saman Bank customers to visit a bank branch. This

results in cost savings for the bank, but more importantly in higher customer satisfaction. The possibility to pay

utility and other bills through e-banking channels has also contributed to a reduction in excessive unnecessary

inter-city commutation.

SMS Banking
SMS Banking represents an alternative way to effect basic banking transactions. In March 2007 Saman Bank

had 2,760 registered SMS banking users.

Call Centre
Direct human interaction can’t be replaced with the best soft and hardware. Saman Bank puts great emphasis

on relationship-based banking with each and every customer, no matter if small or large. To give customers

24h access to such personalized service, Saman Bank has established a call centre where well-trained personnel

answer queries on all banking issues.
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Negin Software
Saman Bank has connected all branches and e-banking systems through its Negin software. This enables multi-

channel access in real time. Saman Bank works in close co-operation with the Central Bank of Iran on linking

its system with the SHETAB Center (Center for Inter-Bank Payment and Settlement) to ensure seamless

exchange of data with other banks.

Banking Cards
Saman Bank customers are enabled to utilize the full range of e-banking services through a variety of banking

cards. These cards are issued by Saman Bank and effectively serve as means for effecting financial transactions

without the need to carry cash. From March 2006 to March 2007 Saman Bank issued 111,160 cards. Altogether,

until March 2007 Saman Bank has issued 724,126 cards, including 202,825 debit cards 1,180 credit cards and

520,121 prepaid cards.
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