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The experiences of the past two decades in Iran indicate that in
general, Iran's economic policy has focused on extending support
for domestic products regardiess of the trend and structure of
products. The share of the Islamic Republic of Iran of maor
economic indices at the world level, in view of its actual
potentials, is low as compared to countries with similar economic
structures. Iran's economy is predominantly run by the public
sector and the government formulates economic goals in five-
year economic plans.

The current Third Economic Plan entered into force on 21 March 2000 according to which
30% of the business sector is to be privatized by the year 2005. The aim of the third five-year
plan is to achieve an annual economic growth rate of 6% and it contains a draft of guidelines for
the expansion of non-oil exports in the industrial and agricultural sectors. The plan has
specifically called for offering incentives to, as well as protecting investors for a certain period
of time, for the expansion of tourism, small and medium-size industries, and the units processing
agricultural products. During the year 2002-2003, Iran recorded a 6.8% GDP growth rate, in
which the agriculture, industry and services sectors registered 19%,26% and 55% share
respectively. In the year under report, during which |.R. Iran witnessed a nearly US$ 5 billion
of non-oil exports, Export Guarantee Fund of Iran (EGFI) 's role in export promotion of goods
and services and providing exporters with export credit insurance services was greatly
noticeable. Regarding the importance of establishing scientific and practical export credit
insurance infrastructures with the aim of supporting the country's non- oil exports and expanding
markets for Iranian goods and services in different countries , Export Guarantee Fund of Iran
has taken important & practical steps to reach international credit insurance standards , to
standardize the wording of its insurance policies, to harmonize its premium benchmarks , to get
access to the most reliable foreign buyers data bases and to establish bilateral cooperation with
different ECAs. As mentioned above, we are now through the third economic, social and
cultural development plan, and like the previous years, with the help of the gained positive
experience and our qualified, responsible and efficient personnel , we have the honor to serve
the country's economy and Iranian exporters in the coming years.

Nowrouz K ohzadi



Iran's overall macroeconomic
situation improved significantly
compared to the previous five-
year development plan:
international reserves increased
significantly, the externa current
account was in surplus, fisca
savings were accumulated in the
Oil Stabilization Fund (OSF) and
the external debt was reduced to a
very low level. This performance
has taken place against the
background of increased openness
of the economy to internationa
trade and investment, and
increased economic reforms, but
also benefited from sustained high
oil prices and fiscal stimulus.
During the first three years of the
Third FiveYear Development
Plan (2000/01-2002/03), real GDP
grew by 5.8 percent on average,
despite declines in oil output
during the past two years. In spite
of the mentioned achievements,
Iran's economy continued to face
important challenges: inflation
was high and rising again;
employment opportunities were
insufficient to meet the rapid
increase in the labor force; price
subsidies and controls continued
to hinder economic efficiency; and
structural impediments for private
sector development remained.
Growth was high and broad-based
in 2002/03 (fisca year ending
March 20). Real GDP is estimated
to have grown at 6.8 percent, with
non-oil GDP expanding by
7.9 percent, reflecting a positive
impact of economic reforms and
favorable  exogenous  shocks,

including good weather conditions
and a  higher oil price.
Unemployment declined somewhat,
but remained high at 15.7 percent.
The overdl fisca baance is
estimated to have shifted to a deficit
of about 2.3 percent of GDP in
2002/03, compared to a surplus of
1.8 percent of GDP in 2001/02. This
deterioration mainly reflects the
budgetary cost of the exchange rate
unification and rapid growth of
capita expenditures. In  the
meantime, the non-oil deficit is
estimated to have widened sharply
by 5.4percentage points to
19.3 percent of GDP,
notwithstanding expenditure cuts
(amounting to 1.6percent of
GDP).During the year under report,
domestic demand continued to grow
a rapid rates in 2002/03, despite
corrective fiscal and monetary policy
measures. As a result, Consumer
Price. Index (CPl) inflation
accelerated to 15.8 percent from
11.4 percent in2001/02, and the
current account surplus narrowed to
3 percent of GDP despite higher ail
prices. Moreover, equity and real
estate prices continued to increase
rapidly not only in response to
economic liberalization measures,
but also because of the high growth
of money and credit, and a relatively
stable exchange rate. Nonetheless,
gross official reserves increased to
the equivalent of seven months of
next year's projected imports, and
fiscal savings in the OSF increased
by about $500 million. It is worth
mentioning that in the year 2000 the
government of the I.R.Iran decided




to create an "Oil Stabilization
Fund" for oil-export revenues in
excess of the amount calculated
on the basis of price projections.
Approximately half of OSF's
deposit is alocated to a reserve
as a buffer for oil price
fluctuations, the remainder is
used for employment promotion,
equalization payments (resulting
from the eimination of
subsidized exchange rates for
imports) and infrastructure
measures as well as to offset the
budget deficit. The 12-month
real effective exchange rate
index depreciated by about
4 percent by end-April 2003.
Under the managed floating

exchange rate regime, the centra
bank has not committed to or
publicly announced a specific
exchange rate target, but has amed
to smooth out fluctuations in the
exchange rate against an undisclosed
basket of currencies. Iran's monetary
policy was accommodating in
2002/03. Although the central bank
issued additional central bank
participation papers to reduce excess
liquidity, it could not independently
adjust the rates of return, which in
fact were reduced for retail lending.
The central bank accommodated the
higher credit demand by increasing
significantly its clams on banks and
non-financial public enterprises.

] 2000/2001 J 2001/2002 | 2002/2003

Real GDP growth
(factor cost, percentage change)

CPI inflation

(period average, percentage change)
Unemployment rate

(percent)

Central government balance
(percent of GDP)

Broad money growth
(percentage change)
Current account balance
(percent of GDP)

Overall external balance
(percent of GDP)

Grossinternational reserves
(billions of U. S. dollars)

Public and publicly guaranteed
external debt (billions of U.S. dollars)

Exchangerate
(period average, rials per U.S. dollar)

This, together with un-sterilized
purchases of foreign exchange
from the government and higher
money multiplier, led to the
acceleration of M2 growth to

51 54 6.8
12.6 114 15.8
15.8 16.3 15.7

8.7 18 -2.3
30.5 258 30.1
131 53 3.0

6.8 4.2 4.4
12.2 16.9 218

8.0 7.2 9.2

8,078 7,921 7,967

30 percent while credit to the private
sector grew by 35 percent. Banking
system prudential indicators
deteriorated somewhat and state-
owned banks remained under



capitalized and non-profitable in
part due to controls on rates of
return and high operating costs.
Progress in structural reforms was
uneven across the reform aress.
While trade and financial sector
reforms advanced and foreign
direct investment regulations were
liberalized, there was less progress
in  improving the business
environment, reducing labor
market  rigidities,  reforming
subsidies, and restructuring and
privatizing public enterprises.
Real GDP is projected to grow at

6.5 percent in 2003/04, but the risk
of inflation acceleration remains. The
fiscal policy stance based on the
current budget could exacerbate
demand pressures, and lead to high
liquidity growth and inflation
acceleration. To address these risks,
the authorities have approved a range
of monetary policy measures and are
considering revenue and expenditure
measures to reduce the fiscal deficit
with the ultimate objective of
limiting inflation to 18 percent at
most.
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Geographical distribution of
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NEW CREDIT INSURANCE SERVICES:

During the year under report, EGFI
launched the following new services
to meet Iranian exporters especial
needs and to provide foreign buyers
with short term credits:

INVESTMENT INSURANCE
POLICY>

This Policy covers the principa &
interests of the medium & long term
investments made by the Iranian
investors in target countries. In other
words, Iranian legal and
real entities who intend
to make such
investments in other
countries (ed.
construction of a plant)
may, under EGFl s
Investment Policy,
insure their investment
operations against risks
such as non-transfer of
the interests ,
confiscation,
nationalization and etc. The premium
is charged with respect to the
investment terms, the target market’s
political & commercial conditions,
and the investment protection laws

and bilateral agreements.

Risk
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WHOLE TURNOVER
INSURANCE POLICY >

This policy covers al exports made
by an Iranian exporter to different
countries against major politica &
commercial risks for a period of one
year. In other words, in case the

Iranian exporter is unable to collect
the price of the exported goods from
the foreign buyer due to any of the
covered risks, the indemnity will be
paid to the exporter by EGFI. The
amount of the premium is
determined and charged with respect
to the political & economic situation
of the buyer’s country and the terms
of the credit extended to a foreign
buyer. Under this policy, the insured
should make monthly declarations on

INVESTMENT POLICY ANNUAL PREMIUM RATES

Group

WAR CONFISCATION TRANSFER
0.3 0.20 0.40
0.3 0.20 0.40

0.35 0.25 0.45
0.40 0.30 0.50
0.50 0.30 0.70
0.70 0.40 0.90
0.90 0.60 1.2

his export activities and pay the
determined premium simultaneously.

SMALL & MEDIUM SIZED
ENTERPRISES (SMEs) WHOLE
TURNOVER INSURANCE
POLICY >

The SME’s Policy covers all exports
made by Iranian smal & medium
size enterprises to different countries
against maj or Political &
Commercial risks for a period of one
year. In other words, in case the
Iranian exporter is unable to collect
his receivables from the foreign
buyer due to any of the covered risks,



EGFl  will indemnify him. This
policy covers al sales contracts and
L/Cs of the insured, provided the
credit extended by him to the foreign
buyer/s does not exceed 25000 US
dollars and a maximum term of 180
days. The insured may use the said
credit limit for one or more buyers.
An evauation of buyer/s
creditability is carried out by EGFI
on insured’s expense prior to each
shipment. As soon as the insured
receives a positive creditworthiness
report on his buyer, he may take the
necessary steps for shipment of
goods following payment of the
premium.

BUYER'SCREDIT
GUARANTEE>

Domestic  banks may provide
foreign buyers, who intend to import
goods or services from Iran, with
buyer’s credit lines to enable them to
buy on credit terms. In other words,
under this scheme, the Iranian
exporter receives the amount of the
deferred L/C opened in his favor by
the foreign buyer upon presentation
of shipping documents to the
financier, transferring the non-re-
payment risk of the credit to the
financier (Iranian bank) and giving
the foreign buyer enough time to
pay. To insure the due repayment of
the credit granted to the foreign
buyer/buyer’s bank, the
creditor/lranian bank may require
securities, which may sometimes be

beyond buyer's capabilities to
provide. In such cases EGFI's
“Buyer’'s Credit Guarantee” is

considered to be an appropriate
substitute for the collateral required
by the Creditor. In other words, this

guarantee, once issued in the favor of
the Creditor/lranian bank , will
insure him against the risk of non-
repayment of the credit by the
debtor (foreign buyer or his bank) on
the maturity date. EGFl evaluates the
creditability of the foreign buyer/his
bank and obtains an appropriate
collateral  (sometimes  sovereign
guarantee) prior to the guarantee
Issuance.

EGFI'sPRODUCTS:

In addition to the new policies
designed or re-launched in the year
2002-2003 , i.e. Investment Policy,
Whole Turnover Policy, Smal &
Medium sized enterprises (SMES)
Whole Turnover Policy and Buyer's
Credit Guarantee, EGFl continued
the provision of the following
products:

TECHNO-ENGINEERING

SERVICESPOLICY >

As the name implies, this policy
covers construction projects
implemented or Engineering services
provided by Iranian Contracting and
engineering companies in other
countries against political and
commercia risks. In other words, in
case the Iranian exporter of techno-
engineering services is unable to
collect his receivables from the
foreign employer due to any of the
covered risks, the indemnity will be
paid to him by EGFI. The premium
Is charged with respect to factors
such as the duration of the Project
implementation  or  engineering
services provision , terms of payment
and the country where the project is
implemented or services provided.

Lebanon
50 million

USD

Zimbabwe

Armenia
20 million USD

Uzbekistan
20 million USD

Turkmenistan
40million USD

Tunisia
20million USD

Belarus
20million USD

Azerbaijan
40million USD

Syria
S0million LISD

K azakhstan

100million USD

Bangladesh
40million USD

Cuba
20million Euros

Romania
30-50million USD

Djibouti
15million Euros

Mali
10.2million Euros




Short, medium and long term
insurance policies/guar antees
issued (2002-2003)

Buyer's Credit

M/L Policies

SPECIFIC POLICY>

The specific Policy covers one or
more shipments made by an Iranian
exporter to a foreign buyer only
under a particular contract .In other
words, this policy is issued for those
exporters who intend to insure a
certain shipment to a particular buyer
against the risk of non-payment
which might incur due to political
and commercia risks.  The
creditability of  the  foreign
buyer/bank will be checked and the
terms of the contract/ LC to be
covered will be studied prior to the
policy issuance. The amount of the
premium which depends on the
terms of payment and the political &
Commercial situation of the buyer's
country, would be dlightly higher
than that of the whole turnover

policy.

MANUFACTURER'SCREDIT
GUARANTEE>
The Iranian exporters who intend to
purchase their export commodities
on credit terms from domestic
manufacturers may submit EGFI's
guarantee to the manufacturer as a
collateral to guarantee the fulfillment
of their obligations toward the
supplier. EGFI  evaluates the
creditability of the Iranian exporter
and obtains the minimum possible
collateral from him prior to the
guarantee issuance. A minimum
commission fee is charged for
issuing this guarantee.

LOCAL CURRENCY CREDIT
GUARANTEE>

Iranian Banks and Financia
Institutions who intend to grant
short term local currency (Ria )

facilities/Loans to domestic exporters
with the aim of financing their export
activities and providing their
working capital, may obtain EGFI’'s
“ Loca Currency Credit Guarantee’
as a substitute for the collateral they
require to insure the repayment of the
granted facility by the debtor on the
due date. In other words, under this
guarantee, EGFI is responsible for
clam payment to the beneficiary
(lender) in case, the amount of the
loan granted is not repaid to him by
the debtor on the maturity date. To
issue this guarantee a creditability
assessment of the borrower is carried
out ; a minimum security is obtained
and a minimum amount of
commission feeis charged.

FOREIGN EXCHANGE
CREDIT GUARANTEE>
Domestic banks or financiers may
ask for appropriate collateral as a
security for the due repayment of the
foreign exchange facilities granted
by them to the Iranian exporters.
However, Providing the type and the
amount of the required securities
may sometimes be beyond some
exporters’ capabilities .In such cases
EGFI’'s “Foreign Exchange Credit
Guarantee” can be an appropriate
substitute for the collateral required
by the lender. In other words, this
guarantee, once issued in the favor of
the facility provider, will insure him
against the risk of non-repayment of
the facilities by the debtor on the
maturity date. A pre-assessment of
the lranian exporter is carried out
prior to the guarantee issuance and a
minimum commission fee is charged
once the guarantee is issued.



(

In addition to launching new
insurance services , EGFlI completed
the following important projects
during the year 2002-2003:

REVISION OF COUNTRY RISK
CLASSIFICATION>

Changing the old 4-group country
risk classification to 7-group
classification, is considered to be one
of the most important devel opments
in EGFI during the year under report.
The old classification, which had
been in use for nearly 6 years, had
some apparent weak points which
were due to its ignorance of the
changing nature of country risks and
the  politica and  economic
developments in each country. These
shortcomings were the main causes
of the exporters dissatisfaction,
because  according to this
classification, they had to pay the
same premium for two countries
with fundamental socia, political

and economical differences, while
according to the new country risk
classification, they pay less amount
of premium for alessrisky country.

SETTING MAXIMUM
COUNTRY CREDIT LIMITS>
Regular assessment of the political
and economic situation of a buyer's
country and the probable risks
involved in alocating export credits
to such a country, is a basis for
determining the maximum coverable
credit limits to be given to each
country. Bearing in mind the
importance of such an assessment,
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EGFl established a country risk
department in the year 2003 whose
responsibility is to periodically study
the economic indexes of all
countries (including external debts,
revenues, GDP, exports, etc... ) and
to determine the buyer countries who
are eligible for EGFI's coverage. As
a result , 164 countries were
introduced as being eligible for
EGFI's credit insurance coverage in
the year 2003. It is worth mentioning
that according to the results of
periodic assessments and studies
carried out by EGFI's country risk
department, the said list of countries
iIs updated semiannually , and
announced to public via EGF's
website.

PREPARING THE
ACCEPTABLE FOREIGN
BANKS DATA BASE >

Export credit insurance companies
normally cover the credit risks of
governments or thelr associated
companies/organizations as foreign
buyers and in case of non-
governmental transactions , ECAsS
may require the involvement of a
creditworthy bank in the transaction



to be insured. Nonetheless, private
foreign buyers are not exempted
from most ECAS coverage.
Although the expansion of buyers
credit information networks(such
as Credit Alliance) and their broad
utilization have helped ECAs
increase the limits of their
coverage for private buyers, most
ECA's prefer a creditworthy bank
in the buyer's country to guarantee
an insured transaction via an L/C
or guarantee. Having a similar
preference, EGFl took practical
steps to prepare a data base of
international creditable banks . In
the first phase, the bank ratings made
by well-known international
ingtitutes , (like Standard & Poor's ,
Moody's and Fitch), the reports
prepared by publications (such as
Banker's Almanac, Euromoney and
Bankers)and the information
provided by other ECAs (like
ERG,Finnvera, Oekb and etc....)
were carefully studied and analyzed
a EGFI's Country Risk Department
and as a result a list of 1500
international banks rated A to D was
prepared and publicized. In the
second phase, an independent
method was introduced to assess
banks independently . According to
the new methodology , which is
based on CAMEL system, critical
indexes , such as capital adequacy,
management, profitability , and etc...
are considered while rating different
banks. On the basis of such an
assessment, banks are rated as A
(Very strong), B(Strong), C(Good)
or D (Acceptable). During the year
under report, nearly 200 banks in 65
countries were rated by EGFl and
introduced to the public. Moody's,
Standard & Poor's, Fitch lbca, The
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Banker and Bankers Almanac are
some reliable sources used in bank
rating.

LAUNCHING EGFI'SWEBSITE >
In order to provide people with
updated information about its
services, EGFI's launched its
website in the early 2002, after a
thorough study of many well-
organized and informative websites.
EGFI's website is so comprehensive
that it can answer nearly every
guestion that may occur to a user's
mind regarding EGFI's services,
different insurance policies,
guarantees, premium, cover policy
etc.. A prominent point about this
website is that it is equipped with a
premium calculator, which helps
users calculate the rough amount of
the premium to be charged for
different services.

MISCELLANEOUS
ACTIVITIES>

- Holding official meetings
with representatives from
ICIEC,EDC,EKN,SEP,
MIGA,IDB.

Participation in the first
Irano-Africa forum and the
first Insurance and banking
fair
Preparing risk analysis
reports on 45 countries
Preparing general information
reports on 41 countries

- Holding Computer & English

coursesfor EGFI's staff.
Holding 21 training
workshops for exporters to
familiarize them with EGFI's
services



Following the signing of
Partnership Agreement with
Credit Alliance, two of
EGFl's experts were
deployed to Coface for
necessary training of the
network.

Automation of EGFI's
different operations,

including financial activities
,EfC..

INTERNATIONAL PRESENCE
AND COOPERATION >

PRAGUE CLUB:

Export Guarantee Fund of Iran is a
full —fledged member of the Prague
Club which is an association of
ECAs from developing countries
under the auspices of the Berne
Union . The Prague Club held its
2002 spring meeting in Poiana
Brasov, Romania in May 2002
hosted by EXIM Bank of Romania
and the Autumn's  meeting in
Ljubljana ,Slovenia hosted by the
Slovene Export Corporation (SEC)
in  November 2002. EGFI's
representatives took part in both
meetings and their workshops.
Among the important subjects
discussed during the said two
meetings, were members various
insurance schemes and business
trends, review of the Berne Union
Understandings and Agreements,
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underwriting of short, medium and
long term credit risks, and pre-
shipment cover for SMEs . Members
of the Prague Club are asfollows:

AGA (Albania) —ATI (Multinationa
organization of Africa- BAEZ
(Bulgaria) — CAGEX (Algeria) —
ECGC (Zimbabwe) - EGAP (Czech

republic) —EGFI (Iran) -
EXIMGARANT (Belarus) -
EXIMT(Thailand) - EXIMSK
(Slovak  republicy - EXIMR

(Romania) — HBOR ( Croatia) —
ICIEC (Multinational organization
for Islamic countries)- IGA ( Bosnia
& Herzegovina)- JAIGC
(Multinational organization of Arab
countries) — JLGC ( Jordan) —
KREDEX (Estonia) LEII
(Lithuania) — KUKE(Poland) — LEC
(Latvia) -MECIB (Maaysia) MEHIB

(Hungary)- MPDB (Macedonia)-
NATIONAL AGENCY OF
UKRAINE- PHILEXIM

(Philippines) -PICC(China) — SEC
(Slovenia- SMECA SERBIA &
MONTENEGRO -TEBC (Chinese
Taipel)
(Uzbekistan) and SEP of Saudi
Arabia as observer.

UZBEKINVEST. . . .




CREDIT ALLIANCE
NETWORK:
The credit adliance network,
affiliated to Coface, was established
in 1992 with the aim of exchanging
credit information on buyers among
its members. The network is now
present in 52 countries of the world,
accounting for nearly 85% of the
world trade. The services provided
by credit alliance include provision
of credit information on 41 million
buyers world wide, clam recovery
and reinsurance services to the
members. The annual  Credit
Alliance meeting was held in Parisin
October 2002 during which EGFI
signed the Credit Alliance
Partnership Agreement (CAPA) and
consequently became a full member
of the network. Following the
signing of CAPA EGFl deployed
two of its experts to Coface for the
necessary training of the network
and started using the network's
services as soon as its experts
returned home. So far, 41 reports on
foreign buyers and 35 reports on
banks have been obtained from the
network, on the basis of which 15
policies have been issued.
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MOUs SIGNED & MEETINGS
ATTENDED:

During the year under report, EGFI
signed memorandum of
understandings (MOU) with some
ECAs including ECGC of India ,
EXIM bank of Thailand , ECGA of
Oman, SINOSURE of China, BAEZ
of Bulgaria, COTUNACE of Tunisia
and SFD of Saudi Arabia. The
concluded MOUSs cover various areas
of cooperation including exchange of

technical information on
debtors/buyers and banks , assistance
in  recoveries , exchange of
experience in clam payments, and
training.

In addition , EGFI actively

participated in Iran's joint economic
commission meetings with Thailand,
Ukraine, Turkey, Gana, India,
Yemen, Tunisa, New Zedand |,
Oman, Belarus, Kazakhstan
,Uzbekistan, Australia, Armenia,
Ethiopia, Malaysia, Azerbaijan,
Philippines, Georgia, Saudi Arabia,
Russia, Kenya, Jordan, South Africa,
Indonesia, Pakistan, China, Syria,
Sudan, Sweden, Sri lanka, Gambia
and Poland) during which EGFI
expressed its readiness to cover
export credits to be extended by Iran
to these countries.



*&

SHORT, MEDIUM & LONG
TERM BUSINESS >

In the year under report, EGFI issued
19 short term export credit insurance
policies to insure export L/Cs opened
in favor of its clients, against major
politicll & commercia risks. The
total exposure and premium income
for short term business reached
3,947,454 USD and 29,904 USD
respectively. Determined to re-
commence and expand its medium &
long term business operation, EGFI
increased its risk portfolio in this
business via issuing 2 M/LT term
policies. Although the number of
M/LT policies issued in 2002—-2003
was one ninth of the number of short
term policies issued in the same year,
the value of such policies and their
premium surpassed that of short
terms reaching 8,444,097 USD and
280,863 USD respectively. The
Export commodities and services
covered by such policies were
mostly motorcycle, wall & floor tile,
Ferro silica, Industriad machinery,
Refinery Facilities, Bakery
Machinery, Automobile and Power
transmission project. From
geographical point of view, Asa
,CIS region, Europe and Africa
accounted for 50%,31%,13% and 6%
of al policies issued in the year
2002-2003 respectively.

BUYERS CREDITS>

The aim of Buyers Credit program
IS to strengthen the
competitiveness of Iranian
exporters and contractors in the
international markets and to
provide domestic banks with
securities they require for insuring
the due repayment of credit lines
they grant to foreign buyers. Under
this program, a total of amost
USD 465 million and 45 million
euros worth of credit was approved
by I.R.Iran's Board of Ministers
and EGFI's Genera Assembly to
be granted to 15 target countries
in the year under report. Of all
approved credit lines , EGFI
covered two credit lines (a 20
million euro and a $ 10 million
credit line granted by Export
Development Bank of Iran to Cuba
and Azerbaijan respectively).

Short, medium & Long term insurance policies/guar antees

issued (March2002-M ar ch 2003)

i Premium Liability
Policy/guarantee = No (US$) (US$)
Shortterm 49 | 59,904 3,047,454
policies
Medium &
Long 2 | 280,863 8,444,097

term policies
Buyer's credit Cuba- 20million Euros

N

guar antees Azerbaijan -10millionUSD



respectively. In the same year , 8
guarantees issued in the
previous year, were extended

Local Currency & Foreign exchange Credit Guaranteesissued /

extended in 2002-2003 (1$=8000 Rials) , adding 61,973,960,000 Rials
to EGFI's exposure and
Lol 583,224,000 Rias to its
Currency FE Extended Total premium income. As a
Number of consequence, EGFI's tota
Gui;g‘:l'tte% 24 4 8 36 exposure reached
s 1] 110,595,562,425 Rias and its
Tl 6 total premium income to
Credit 28,807,618,425 | 2,476,748 | 61,973,960,000 | 110,595562,425 | 1,856,868,437 Rials.
Guarantees Rial uss Rial Rial
issued
Premium 793,807,450 61,939 583,224,000 1,872,547,437 REI NSU RAN(_:E >
Charged Rial uss Rial Rial Considering reinsurance as a

means of increasing its
competitiveness, balancing its risk
portfolio and enhancing its risk
taking capacity, EGFI ceded 912,697
USD of its risk portfolio to
Azerbaijan's Azer Asia and Costa
Rica s PCl insurance companies on
the basis of its reinsurance
agreements concluded in the year

2002-2003 .
T . Number of Amount
ype of Reinsurance Files (USS)
LOCAL CURRENCY & Risks ceded 3 912,697
FOREIGN EXCHANGE Risks accepted 5 0

CREDIT GUARANTEE >

In the year 2002-2003, 24 loca
currency and 4 Foreign exchange
credit guarantees were issued in
favor of local banks granting export
facilities to the Iranian exporters.
Through the issuance of Loca
curency and Foreign exchange
credit guarantees, EGFI's totd
exposure in this business reached
28,807,618,425 Rias (1$=8000
Rials) and 2,476,748 USD and its
premium income reached
793,807,450 Rials and 61,939 USD
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CLAIMS PAID & RECOVERED >
Considering the importance of due-
repayment of claims to clients as an
efficient means of marketing, EGFI
has taken practical measures to
standardize the clam payment
procedure and to minimize its
waiting period. During the year
under report, EGFI filed 27 claims,
5 of which related to the short term
policies and 22 to the credit
guarantees (Both loca currency &
Foreign exchange). As aresult, EGFI
pad a tota amount  of
145,303,216,423 Rias
(1$=8000Rials) as claim, of which
11,055,543,083 Rials related to the
short term business and
134,247,673,340 Rials to the credit
guarantees. In addition to its
endeavors to indemnify clients as
soon as possible, EGFl has taken

remarkable steps in claim recovery.
As a result , EGFl was able to
recover a tota amount of
20,269,451,652 Rias , of which
810,257,342 Rials relates to the short
term  insurance business and
19,459,194,310 Rids to credit
guarantees. Local Currency Credit
guarantees, Short term Whole
Turnover policies, Foreign Exchange
Credit guarantees and Short term
Specific Policies accounted for
69%,12%,15% and 4% of the total
clams pad in the year 2002-2003
respectively.

Claims Paid & Recovered

(2002-2003)

Tvoe Number of Claim Paid Claim Recovered
yp claim files (Rial) (Rial)
Short term Whole
Turnover Policy 1 231,258,492 0
Short term Specific 4 10,824,284,591 810,257,342
Policy
Local Currency
Credit Guarantee 19 60,595,298,086 17,546,254,310
Foreign Exchange
Credit Guarantee 3 73,652,375,254 1,912,940,000
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BALANCE SHEET

(19 March 2003)
19 .03.2002

ASSETS: (Million Rials)
CURRENT ASSETS:
Cash balance 76,246
Short term investments 185,229
Accounts receivable 79,322
Loans paid 19,511
Loans overdued 8,920
Down payments 436
Tota current assets 369,664
NON- CURRENT ASSETS:
Tangible fixed assets 23,662
Intangible assets 1,673
Long term investments 435,355
Other assets 188
Tota non-current assets 760,378
Total assets 830,542
SHARE HOLDERS FUNDS &
LIABILITIES:
CURRENT LIABILITIES:
Accounts payable 3,698
Advance receivables -
Technical reserve 250,873
Tota current liabilities 254,571
NON-CURRENT LIABILITIES:
Staff remuneration reserve 358
Tota non-current liabilities 358
SHAREHOLDERS FUNDS:
Paid off capital 100,000
Capital increase 425,234
Statutory provision 1,533
Contingency provision 48,846
Total shareholder's funds B75,613
Total shareholder's funds & Liabilities 830,542
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19.03.2003
(Million Rials)

103,799
9,698
294,326
118
16,902
617
425,460

23,054
1,687
355,000
24,368
404,109
829,569

3,476
18,364
258,031
279,871

702
702

100,000
425,234
1,533
22,229
543,996
829,569



CASH FLOW STATEMENT
(For the fiscal year ended 19 March 2003)

OPERATING ACTIVITIES:
Net cash outflow from operating activities

INCOME TAX:
Paid income tax

INVESTMENT ACTIVITIES:
Provisions for investment

Provisions for the purchase of tangible &
intangible assets

Proceeds from the sale of fixed tangible
assets

Proceeds from the sale of investments

Net cash outflow from investing activities
Net cash inflow before financing
activities

FINANCING ACTIVITIES:

Proceeds from capita increase

Proceeds from 1% of CIF imports values
Proceeds related to the item 3-1 of note
29( increase of capital)

Net cash inflow from financing activities
Net cash increase/decrease

Cash baance at the beginning of the year
Cash balance at the end of the year
Non-cash exchanges
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2001-2002 2002-2003
(Million Rials)  (Million Rials)
- 16,195 -238,602
-10,027 -916
-474,713 -
-25,198 -1,020
257 538
- 219,792
-499,654 219,310
-525,876 -20,208
73,336 -
117,009 47,761
323,414 -
513,759 47,761
-12,117 27,553
88,363 76,246
76,246 103,799
- - 36,094




LOSS/PROFIT STATEMENT
(For the fiscal year ended 19 March 2003)

2001-2002 2002-2003
(Million Rials) (Million Rials)

Revenues 63,925 98,608
Expenses -61,702 -176,891
Operating profit / loss 2,223 -78,283
Net amount of other revenues & expenses 2 5,115
Profit/loss from ordinary activities before 2,225 -73,168
taxation
Tax applicableto ordinary activities -556 -
Net profit/loss from ordinary activities 1,669 -73,168
Unexpected items -180,000 -
Added: tax applicable to unexpected 556 -
items

-179,444 -
Net loss -177,775 -73,168
Accumulated profit/loss account
turnover:
Net loss -177,775 -73,168
Annual adjustments -627 -1,210
Allocateable profit / loss -178,402 -74,378
Contingency reserve 178,402 74,378

Accumulated loss at the end of the year - - =
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