33

Saman Bank, Annual Repart 2007

Financial Statements



34

Saman Bank, Annual Report 2007 Financial Statements

Independent Auditor's Report to the

Members of Saman Bank
(Public Joint Stock Company)

We have audited the accompanying financial statements of Saman Bank ("the Bank"), which comprise the balance sheet
as at March 19, 2008, the income and cash flow statements for the year then ended and a summary of significant accounting
policies and other explanatory notes.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Accounting Principles generally accepted in Iran. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free form material misstaterment,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. Except for the matters referred
to in paragraphs 2 and 3, we conducted our audit in accordance with International Standards on Auditing. Those standards
require that wa comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether
the financial statements are free form material misstatement.

An audit involves 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 making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order 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 audit opinion.

1- Fixed assets include Ris 206,033m for the cost of land, buildings and key money paid by the Bank for the properties
purchased. The cost of land has not been determined and segregated from the total acquisition cost and hence has been
included in the calculation of depreciation. The amount of depreciation overcharged over years cannot be quantified.

2- Loans and advances include a number of loans to a related party aggregating Rls 246,000m which has been classified
as doubtful receivables in terms of the Central Bank of Iran's ("CBI"} regulations. A provision of Rls 49,000m has been
made in the accounts for the amount due. The loan collaterals consist of 191m shares of a publicly listed company which
was last transacted in the Tehran Stock Exchange in April 2006 at Ris 1,130 per share. There has been no transaction
since then and the Bank's attempt 1o dispose the shares has not yet been materialized. In order for the Bank to recover
the provision amount, the shares should be sold at least for Rls 932 per share. In the absence of any reliable information
on the market value of the shares, we are unable to determine the amount of necessary provision for the outstanding
loans.
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3- The difference between the income taxes payable as per the tax assessments raised by the Tax Authorities for the financial
years ended March 2005 and 2006 and the corresponding provisions made by the Bank is Rls 79,087 m in total. The
Bank has protested the assessments and the matter is currently being reviewed by the Tax Authorities. No provision has
been made by the Bank for the above shortfall which would be payable if the assessments are not revoked.

Furthermore, the income tax calculations for the financial years March 2007 and 2008 have been made on a similar basis
as the prior years and as such no provision has been made for any potential additional tax liabilities for these years as
this would depend on the outcome of the decisions of the Tax Authorities in respect of the above financial years.

Opinion

In our opinion, except for the effects on the financial statements of the matter referred to in paragraph 1 above and except
for the effects of such adjustments, if any, as might have been determined to be necessary had we been able to satisfy
ourselves in respect of the matters referred to in paragraphs 2 and 3 above, the accompanying financial statements present
fairly, in all material respects, the financial position of Saman Bank (Public Joint Stock Co.) as of March 19, 2008 and of
its financial performance and its cash flow for the year then ended in conformity with the Iranian Accounting Standards.

4- Without qualifying our opinion, we draw attention to the following matters:

a) We have been appointed as the auditors of the Bank during the financial year under review, Therefore, we da not express
any opinion on the previous year's comparative figured,

b) Although the Bank has prepared consolidated financial statements for the group, these have not been audited by us
due to late submission. However, it was noted that the consolidated profit is Rls 30,000 m less than the Bank's profit.
The Bank should allow for this amount when deciding on the amount of dividends at the annual general meeting of
shareholders.

Tehran: July 7, 2008
KPMG

Chartered Accountants
Official Accountants
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Balance Sheet
As at March 19, 2008

Note 2008 200
Million IRR IRR
ASSETS
Cash 4 186,600 116,963
Due from CBI 5 4,159,220 3,595,734
Due from Banks and Credit Institutions 6 2,527,276 3,092,182
Loans 7 24,000,639 15,269,124
Govemnment Participation Bonds 8 225,469 1,962,534
Investments 9 188,061 148,669
Tangible Fixed Assets 10 465,807 358,029
Other Assets 11 2,735,598 1,666,112
Items in Transit 12 343,116 0
Total Assets 34,831,786 26,209,347
LIABILITIES & EQUITY:
Due to Banks and Credit Institutions 13 177,676 174,366
Demand Deposits 14 2,777,876 3,166,766
Special Deposits 15 109,471 97,882
Term Deposits 16 23,463,525 17,199,002
Other Deposits 17 3,415,933 1,906,100
Other Liabilities 18 3,334,708 2,317,938
Items in Transit 12 0 92,424
Total Llabilities 33,279,189 24,954,478
Share Capital 19 900,000 900,000
Legal Reserve 20 199,533 126,977
Retained Earnings 453,064 228,892
Total Shareholders' Equity 1,552,597 1,254,869
Total Liabilities & Shareholders' Equity 34,831,786 26,209,347
Memorandum Accounts:
L/C Commitments 2,361,959 2,256,854
Guarantee Commitments 1,672,308 1,290,449
Customers' Collaterals 1,847,530 929,239
Managed Funds 410,488 352,126
Other Commitments 975,303 23,657
Total 7,267,588 4,852,325

The accompanying notes are integral part of these financial statements.
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For the financial year ended March 19, 2008

Note 2008 200
Million IRR IRR
Income:
Interest Income-Loans 21 3,680,288 2,190,896
Interest Income-Investments &Deposits 22 493,042 384,075
Sub-total 4,173,330 2,574,971
Interest Expenses 23 (3,241,894) (2,193,869)
Net Interest Income 931,436 381,102
Commissions Income 24 140,284 97,843
Forex Income 25 (25,920) 20,392
Other Income 26 199,394 186,802
Sub-total 313,758 305,037
Operating Income 1,245,194 686,139
Expenses:
Commissions 27 (32,436) (20,384)
Admin and General Expenses 28 (281,141) (156,496)
Depreciation 29 (68,671) (61,816)
Provision for Investment Valuation (18,489) (779)
Provision for Doubtful Debt 30 (354,083) (188,084)
Operating Expenses (754,820) (427,559)
Profit before Tax 490,374 258,580
Income Tax 0 -
Net Profit for the Year 490,374 258,580
For the financial year ended March 19, 2008

Note 2008 200
Million IRR IRA
Net Profit for the Year 490,374 258,580
Profit at the Beginning of the Year 228,892 201,286
Previous Year's Adjustments (8,146) 0
Dividends (180,000) (187,500)
Directors’ Bounuses (4,500) (4,687)
Sub-total 526,620 267,679
Transfer to Legal Resreve (73,556) (38,787)
Net Profit Available for Distribution 453,064 228,892

The accompanying notes are integral part of these financial statements.
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Statement of Cash Flows
For the financial year ended March 19, 2008

Note 2008 200

Million IRR IRR
Operating Activities:

Cash Flow from Operating Activities (1,006,267) 2,468,934
Dividend Paid (180,000) (37,500)
Income Tax Paid 0 {10,197)
Net Cash Flow from Operating Activities (1,186,267) 2,421,237
Investing Activities:

Net Increase of Tangible Fixed Assets (48,318) (87,290)
Purchase of Non-Current Assets (4,375) (2,825)
Net Cash Flow from Investing Activities (52,693) (90,115)
Financing Activities:

Interbank Loans 3,310 99,248
Net Cash Flow from Financing Activities 3,310 99,248
Net Increase / Decrease In Cash (1,235,650) 2,430,370
Cash at the Beginning of the Year 3,007,884 577,514
Cash at the End of the Year 1,772,234 3,007,884

The accompanying notes are integral part of these financial statements.
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Notes to the Financial Statements

For the financial year ended March 19, 2008

1- Background

1.1. Bank Saman (Publi¢c Joint Stock Company - the Bank) was registered with Tehran Companies Registerar under
registration number 154444 in August 1999, The Bank commenced operation initially as a credit instititution but was issued
a full banking license by the Central Bank of Iran (“CBI"} under the provision of the “Law for Establishment of Non-state
Banks" in August 2002.

1.2. Activities

The Bank'’s activities are governed under the provision of the “Monetary and Banking Law of Iran” of July 1972 and the
Non-Usury Banking Law.

The bank undertakes all the activities recognized under the above laws and other CBI monetary and banking regulations.

1.3. Personnel
The number of staff employed at the year end was as follws:

2008 2007
Staff 1,160 890

1.4. Branch Network
The number of branches at the year end were as fillows:

2008 2007
Branches 75 54

2- Basis of Preparation of Financial Statements
Financial statements are based on the historical cost and prepared in accordance with prevailing with the Iranian accounting
standards and CBI's Monetary and Banking Regulations.

3- Significant Accounting Policies

3.1. Statutory Deposits

The CBI requires banks to hold part of their costumers deposit with the CBl. The current rate is 17% of deposit taken
outside Free Trade Zones (FTZ's) and 10% in the FTZ's.

3.2. Provision for Bad and Doubtful Debts
Provisions for bad and doubtful debts are provided in accordance with the CBI's regulations as follows:
a) Specific Provision: Depending on the severity of the non-performing loans including the period of irregularity, a
specific provision ranging from 10% to 50% of the shortfall in the loan balance net of collaterals is to be provided.
b) General Provision: This is equal to 1.5% of the total loan portfolio.

3.3. Depositors Profit Participation
In addition to interest payable to depositors, under the CBI’s regulations they are also entitled to participate in profit resulted from
the Bank’s investments of their funds. At the same time, the Bank is entitled to a commission for investing depositors funds.
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3.4. Investments
Short Term Investments
a) Marketabla Investments-These are valued at the lower cost or marketable values and shortfalls, if any, are provided in
the accounts.
b) Other Investments- These are valued at the lower cost and net realized values and shortfalls, if any, are provided in the
accounts.
Long Term Investments
These are valued at costs and permenant shortfalls, if any, are provided in the accounts,

3.5 Tangible Fixed Assets
» Tangible fixed assets are stated at cost and depreciated at the rates and bases in accordance with the Iranian Direct
Taxation Act of 1988 as amended (the Tax Act) as follows:

Assets

Buildings 7% Reducing Balance
Fixture and fittings (including computer hardware) 10 Years Straight Line
Motor Vehicles 25% Reducing Balance
Computer Soft ware 5 Years Straight Line
Personal Computers 3 Years Straight Line

* Major repairs and improvements which extended the useful life of assets are capitalized whereas minor repairs are
changed to the profit and loss account as incurred,

® In accordance with the provision of the Tax Act, depreciation is charged from the month following the date when an
asset is brought into use. When assets are not used during the year, depreciation is charged at the rate of 30% of
normal depreciation.

3.6. Foreign Currencies
» Monetary assets and liabilities are converted at the prevailing rate on the monthly basis and exchange differences, if
any, are then provided in the accounts.

* Non-Monetary assets and liabilities are recorded at the historical rates at the time of recording transactions in the
accounts,

3.7. Capital Adequacy
The Bank's capital adequacy ratio is based on Basel Accord |.

3.8. Legal Reserve
Legal reserve Is provided in compliance with the provisions of Article 33(a) of the “Monetary and Banking Law" at the rate
of 15% of net profit after tax. The provision of legal reserve is mandatory until it equals the capital.
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Staff termination benefits are provided at the rate of one month salary for each year of service.

4- Cash

The details of cash balance are as follows:

Million Rials NOB no
Vault 148,831 101,597
Foreign Currencies 37,769 15,316
Cash in Transit 0 50
Total 186,600 116,963
5- Due from CBI

The balance comprises:

Million Rials 08 00
Statutory Deposit 4,066,073 3,229,214
Current Account 93,147 366,520
Total 4,159,220 3,595,734
6- Due from Banks and Credit Institutions

The details of balance are as follows:

Million Rials D08 D0
Current Accounts with Foreign Banks 1,234,136 749,907
Current Accounts with Local Banks 82,263 220,485
Term Deposits with Local Banks 123,416 1,499,228
Forex Deposits with Local Banks 52,672 54,781
Cheques drawn by Other Banks 1,034,789 567,781
Total 2,527,276 3,092,182
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7- Loans
The detalls of loans are as follows:

Million Rials DOB DO

Loans 19,185,507 14,174,205
Forex Loans - Short & Medium Terms 17,013 0
Debtors - Letters of Credit 185,963 208,332
Grantees 58,936 54,998
Deferred L/Cs and Draft Payments 1,078,604 975,550
Refinancing of L/Cs 919,099 495,012
Overdue Loans 1,352,876 187,757
Defaulted Loans 706,119 162,130
Doubtful Loans 644,449 0
Defaulted L/Cs 435,298 290,944
Interest Receivable 1,464,829 834,648
Sub-total 26,048,693 17,383,576
Future Interests (934,825) {1,635,523)
Provision for Bad and Doubtful Debts (765,704) (413,971)
Others (347,525) (64,958)
Sub-total (2,048,054) (2,114,452)
Total 24,000,639 15,269,124

8- Government Participation Bonds
The detalils of balance are as follows:

Million Rials 108 ”

Govemment Bonds 225,469 1,962,534

The application interest rates are 15.56% and 17% per annum.

9- Investments

The detalls of investments are as follows:

Million Rials 2008 200

Unlisted Shares 204,849 149,745
Listed Shares 12,142 9,365
Sub-total 216,991 159,110
Provision for Decline in Shares Value (28,930) {10,441)
Total 188,061 148,669
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10- Tangible Fixed Assets
The details of tangible fixed assets are given in appendix “A”.
11- Other Assets
The details of other assets are as follows:
Million Rials DOB DO
Leases 818,674 502,142
Leased Deposits 881,000 531,000
Tax Stamp 3,396 1,559
Inventory 868 59
Foreclosed Collaterals 132,557 32,815
Sundry Debtors (Rials) 384,862 158,097
Sundry Debtors (Forex) 54 3,581
Concessions 8,462 5,977
Other Debtors 505,725 430,882
Total 2,735,598 1,666,112
12- ltems in Transit
The detalls of transit items are as follows:
Million Rials 2008 200
Central Account (Rials) (14,354,648) (8.621,162)
Forex Open Positions (7,686,126) (3.073,519)
Central Account (Forex) (7,067,243) (2,537,827)
Forex Transactions (6,841,900) {2,241,350)
Free Zone Branches' Capital Account (100,000} (100,000)
Others (488,812) (142,698)
Central Account (Rials) 14,354,645 8,621,162
Forex Open Positions 7,508,915 2,711,176
Central Account (Forex) 7,067,244 2,537,827
Forex Transactions 7,016,434 2,603,692
Capital Advance Payment for Kish Branch 100,000 100,000
Others 148,375 235,123
Total (343,116) 92,424

13- Due to Banks and Credit Instituations

The details are as follows:

Inter-bank Loans
Total

177,676
177,676

174,366
174,366

The balance represents Rials 16,470 Min form Qil Reserve Fund and Rials16,205 Min credit facilities from the overseas

branches of various local banks.
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14~ Current Deposits

The details of this balance are as follows:

Million Rials 08 N0
Current Accounts 352,839 271,842
Bank Cheques Sold 1,737,803 2,321,362
Administered Funds 102,186 110,627
Joint Accounts Civil Partnership 95,201 167,495
Temporary Debtors 472,847 280,197
Others 17,000 15,243
Total 2,777,876 3,166,766
15- Special Deposits

The balance of special deposits comprises:

Million Rials OB N0
Gharz-al-Hasaneh (Rials) 95,023 79,651
Gharz-al-Hasaneh (Forex) 13,394 16,829
Unused Special Gharz-al-Hasaneh 1,054 1,402
Total 109,471 97,882

16- Term Deposits

The detalils of term deposits are as follows:

Million Rials

Long-term Deposits 9,979,435 7,467,249
Short-term Deposits 11,206,381 9,395,840
Special Short-term Deposits 2,277,709 335,913
Total 23,463,525 17,199,002
17- Other Deposits

The details of other deposits are as follows:

Million Rials D08 D0
Guarantee Cash Deposit 263,530 202,376
L/C Cash Advances 724,927 578,458
Draft Cash Advances 21,167 22,194
Short-term Forex Deposits 2,406,134 1,101,931
Others 175 1.141
Total 3,415,933 1,906,100
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18- Other Liabilities and Provisions
The balance comprises:
Million Rials D08 00
Amount Due to Lessors 877,000 529,409
Acceptance of Customers L/C' & Term Drafts 1,997,703 1,470,212
Accrued Interest - Local Deposits 16,236 2,958
Accrued Interest - Foreign Branches of Iranian Banks 70,957 0
Local Creditors (Rials) 326,946 266,597
Local Creditors (Forex) 11,422 31,800
Others 34,444 16,962
Total 3,334,708 2,317,938

19- Share Capital
The bank’s share capital consists of 800 min shares of Rials 1,000 each fully paid.

20- Legal Reserve
As stated in Note 3-9, in accordance with the provision of “Monetary and Banking Law”, banks are required to set aside
16% of their net profits as legal reserve. The movements In legal reserve during the year were as follows:

Million Rials

Balance at the beginning of the year 125,977 87,190
Additions during the year 73,556 38,787
Balance at the End of the Year 199,533 125,977

21- Loan Interest Income

The balance comprises:

Million Rials 008 -
Loan Interest 3,451,439 2,075,106
Late Payment Penalties - Loans 83,329 62,524
Others 145,520 53,266
Total 3,680,288 2,190,896
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The details of loan interest are as follows:

Million Rials OB N0
Installment Credit- Contracts 167,546 370,027
Civil Partnership- Contracts 1,262,091 374,908
Mudarabah Contracts 1,689,599 558,890
Salaf Confracts 19,014 128,772
Je'aleh Contracts 202,230 335,323
Factoring 30,751 185,914
Leases 80,208 121,272
Total 3,451,439 2,075,106
22- Investments & Deposits Interest Income

The balance comprises:

Million Rials 2008 200
Participation Bonds’ Interest 160,823 293,001
Interest on Statutory Deposit 35,107 23,992
Interest from Deposits with Local Banks 265,088 62,080
Interest from Deposits with Foreign Banks 21,761 3,330
Dividends and Partnership Income 10,263 1,672
Total 493,042 384,075
23- Interest Expences

The details of interest expenses are as follows:

Million Rials 2008 200
Long-term Deposits 1,573,973 1,122,804
Short-term Deposits 1,306,154 941,752
Special Short-term Deposits 100,325 45,025
Forex Short-term Deposits 99,145 25,516
Inter- Bank Loans- Local Banks 116,432 42,901
Inter- Bank Loans- Foreign Banks 6,738 11,816
Others 39,127 4,055
Total 3,241,894 2,193,869
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24~ Commissions Income
The detalils of commission income are as follows:
Million Rials 2008 200
Letters of Credit & Drafts 67,695 53,395
Guarantees 29,133 20,383
Inter-Bank ATM (SHETAB) 20,074 11,659
Foreign Exchange Commission 6,953 3,120
Cards Issuing Fees 3,031 2,880
Managed Funds 2,982 1,427
Others 10,416 4,979
Total 140,284 97,843

25- Forex Income
The balance includes:

Million Rials

Forex Transactions - Income 1,787,185 44,876
Forex Transactions - Loss (1,813,105) (24,484)
Total (25,920) 20,392

26- Other Income
The details are as follows:

Million Rials n0R No

Valuation of Collaterals 8,017 4,637
Insurance & Supervision of Loans 746 21,981
Professional Fees-Loans 37,101 46,546
Telecommunications 082 772
Others 152,548 112,866
Total 199,394 186,802

The balance "Others” abave includes Rials 95 billion from sale of Miradamad building (old central office) and Rials 24 billion
fthe Bank’s share of dividends from the inter-bank ATM system (i.e. Shetab).
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27- Commissions Expences
The details of commigsion paid are as follows:

Million Rials NOR 500

Brokers 754 3,500
Banks 1,959 2,195
Individuals 6,918 2,565
ATM Operator (Shetab) 20,256 12,092
Others 2,549 32
Total 32,436 20,384

28- Admin & General Expenses

The details of these expenses are as follows:

Million Rials 008 no

Personnel 127,291 77,774
Administrative 146,917 77,441
Others 6,933 1,281
Total 281,141 156,496

29- Depreciation
The balance comprises:

Million Rials 008 00

Immovable Assets 49,297 44,300
Movable Assets 17,484 15,441
Intangible Assets 1,890 2,075
Total 68,671 61,816

30- Provision for Doubtful Debts
The movements in this account during the year were as follows:

Million Rials

Balance at the Begining of the Year
Additions in the Year
Balance at the End of the Year

31- Cash Flow from Operating Activities
The details of cash flow from operating activities are given in Appendix B.



