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Law on the Administration of Free
Trade-Industrial Zones

Approved by the Islivmic Consuliative Assembly on
August 29, 1993

Approved by the Expediency Council on November
12,1996

Amended by the Expediency Council on July 21, 1999

Section One: Purpose

Article 1

In order 1o accelerate the implementation of
infrastructure, development projects, to enhance
economic growth and progress, to rmise the level of
investment aiwd public income, 1o create sound and
productive employment, to regulate the labor and
commodities marked, (o actively participate in regional
and intermutional markets, w produce and o expor
indusirinl ond processed goods and o provide public
services, the government is hereby suthonzed to
administer as free trade and indusinial zones, the
following areas in sccordance with legal standards and
the present Laws:

1. Kish Istand Free Zone, as delineated i the map
aftached hereto,

» This i5 mol an ofMcial irnmslation of the Persian text of the Law
on lbe Administradion of Free Trasde-Imdastringl fanes 1 has
heen prepared a5 0 mere soerce of Infornestion aed sny
imerpretation of the comtents of the sald Law sholl be validly
nesle omly on e basis of the Persian Teal




2. Qeshm Free Zone, a contiguous nrea not exceeding
three hundred square kilometers siuated st northeastern
purt of the islond whose boundaries shall be determined
by the Board of Ministers. *as the map anached bereto.
3. Chabahar Free Zome {according to the map attached
hereto) **

Nole 1
Free Zones shall benefit the facilities and privileges
provided by this law,

Node 2 (Amended July 21 1999)

The coastal water boundary adjacent o the Free Zones,
whose area of jurisdiction shall be specified and
decreed by the board of mimsters, shall enjoy the
advamtages of this law solely on the grounds of ships™
bunkering activities

Tole 3
The establishment of new Zones and their bounduries

shall be rutified by the Islamic Consultative Assembly
upon such proposal by the povernment,

Artiche 2

The revenues of the Free Zones should be spent solely
within their anmual budget which would be npproved by
the Bourd of Ministers Development aid for areas
outside the Free Zones (with the priority to neighboring
areas) should be granted solely upon approval by the
Board of Ministers and any other aid shall be
considered unlawlul use of public property.

*The Bosrd of Ministers, by ratifcation na HIRST4T/IRRRE
dlabed] June 3023603 nmnsunced that the whode Qeshim Lskand i
he regurded 55 Free-fone,

=% Aocording to the Bonrd of Minksters” rilcetion na.
HERSTLTF1 0 Eatedd Juene 3, 20413, Shahéd Behashil Pord and
Shahid Kalantari Pert In Clabahar weee aidded io the previeus
aren of Clabahor FreeFone.
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Section Two: Definitions
Article 3
In this taw, the following terms are used in lice of the
following phrases:
Country: The state of the Islamic Republic of Iran,
Lone: Free Trade-Industrial Zone,

Authority: Authority responsible for the sdministration
of each Free Zone.

The Majtis: The Islamic Consultative Assembly.
Section Three: Functions

Article 4
The Board of Mimsters 18 responsible for:

iwh mpproval of regulations and eoordination of all
activities of each Zone.

by approval of the charter of the anthority and
companies affiliated thereto.

¢} approval of the annual development, calueal

progriams and budpets, and projected financial
operations of the Zone Authorities,

o) upon confirmation by the supreme commander of the
armed forces, npproval of the security and law
enforcement regulations of the Zones,




e) overall supervision of the activities in the Zones.

Article 5

Each Fone shall be administered by an Authonry
organized as a company, with nutonomonss legal stats,
whose capital shall belong o the government. Such
companies and their affiliates and subsidiaries shall be
exempt from the laws and regulations governing state-
owned companies pnd from other general regulations
decreed by the government; they shall be adminstered
solely on the hasis of the present low and iis respective
bylaws, with respect to cases not provided in this bnw
and charter, these companies shall be subject to the
Commercial Code,

Article 6

A Board of Directors, consisting of three or five
persons, shill administer the Authority. The Boand of
Ministers shall appoint members of the board of
direciors. The Managing Director, who shall be the ex-
officio chairman of the Board, shall be appointed by
Presidential decree from amongst the members of the
board of directors and shall be the highest execistive
authority in the affairs of economy und infrastructure in
the Zone. The Managing Director and the Members of
the board of directors shall be appointed for tenure of
three years and their reappointment is permissible.
Dismizsal form the office of the Managing Director and
the Baard Members rests with the same appointing
authoritics. The responsibility for and the power of
genernl meetings of each Zone Authority are vesied
with the Board of Ministers,




Article 7

Upon approval by the Board of Ministers, the Authority
of each Zone is empowered to set up, as deemed
necessary, companies, which shall be established in
accordance with the provisions of the Commercial
Coxde

Section Four: Generul regulntions

Article 8

The Authority and its affiliated companies are permitied
to conclude the necessary comtracts with patural o
legal persons, whether foreign or domestic, and 1o
partcipate with domestic or foreign investors for

the implementation of development and productive
projects, nccording to observance of the stpulations of
the Constitution, Disputes and cluims arising out of the
concluded conteacts, shall be examined and settled in
sccordance with the mutual agreements and the
contractuil commitments of both parties concermed.

Article 9

Mimistries. organizations, institotes and companies
owned by or affiliated to the government, may enter
inta contrscts with the Authority or its affiliate
companies for the purpose of providing facilities or
services in esch zone, within the stipulations of the
Board of Ministers decrees. The terms and conditions of
such contracts should be drawn up in o monner o
safeguard the competitive position of the respective
authority as against the Free Zones of other countries.




Article 10

Upon approval by the Boand of Ministers, the Authority
of each Zone is empowered to colbect chirges from
iatiral or legal persons residing in the Zone in retum
for provision of municipal services ond
communications, health, culural, educational and
welfare fucilities,

Article 11

Issuance of permits for any kind of permined economic
sctivity, construction of buildings and installations and
embarking on various occupations which do not fall
under a direct responsible head person, by a notural or
legal person within the boundaries of the Zone, rests
solely with the Authorty.

Article 12
Regulations poverning the employment of workforce,

social insurance and security and the issuance of entry
visa to foreign national, ghall be based on nules which
are to be approved by the Board of Ministers,

Artiche 13

Natural and legal persons engaged in any kind of
eConomic activity in a Zone are exempl from payment
of invoice and property tux os from the date of the
commencement of the operation mentioned in the
permil with respect o any type of economic activity in
the Free Zone, and after the lapse of 15 years shall be
subject 1o the tax regulations 1o be enacted by the
partiament, upon the proposal by the Board of
Ministers.




Article 14

Exchamge of goods between the Zones and outside the
countty is excluded from the provisions of the Export-
Import Regulations afier being registered ot the customs
office. Government Regulations for the export and
import of goods and customs formalities with cach
Zone shall be approved by the Board of Ministers.
Exchange of goods between the Zones and the rest of
the country, whether of commercial nature or by
travelers is governed by the general Export- Import
Regulations of the country.

Article 15

Impertation of goods produced in a Free Zone 1o other
parts of the country is exempl from payment of all or a
part of custom duties and commercial benefit tax up lo
the added value thereof in the Zone, upon approval by
the Board of Ministers.

Article 16

Imyportation of goods produced in a Zone all or parts of
whose raw muterials are wholly or partly supplied
domestically is exempt from all or o part {proportionally)
of the custom duthes and commercial benefit tax relating
to the respective domestic rmw materials.

Articke 17

Goods iransported from the rest of the country for use
and consumption in & Zone shall be constituted as
domestic movermnent of goods, but their exportation
from a Zone to the outside world shall be governed by
general Export-lmport Regulations.




Articde 18 { Amended July 21, 1999}

A hank and credit institule, in the form of & public
limited company or privale joint stock company.
owning regisiered shares carrying out banking
operations, utilizing the bank tithe and or credit insttute
in the Free Zones, shall be established in aocordance
with only this low and the executive bylaw thereof shall
b compiled by the central bank and ratified by the
Board of Ministers.

Note 1

The Iranian bank and credit instituie, with domestic and
external investment in the Zones, shall be established
upon the proposal of the Zone Authority and ratification
of their articles of association made by the “Money and
Credit Council”™, nnd mssuunce of leense by the Centrul
Bank of Iran.

MNode 2

Opening of o branch by the Banks and credit institutes,
whether Iranian or foreign shall be upon the proposal of
thee Zome Authority and approval of the Central Bank.

Note 3

The poverning order tn determining the equivalence of
the Iranian Rial against the foreign exchange in the Free
Zones, shall be ordained by the Board of Ministers.

Mote 4

Transactions in the banking units located n the Free
Zones shall be on the basis of the Iranian Rial and shall
be subject to the Islamic Banking Regulations.




Banking units. having obained the license for off-shore
Banking operations, are hanned from transactions with
the Freniam Kial.

Article 19

Lipon approval by the Board of Ministers, the Authonity
is empowered, within the frumework of its approved plan
and budget, 1o oblain and guarantee credits from domestic
and foreign sources for the purpose of implementing of
infrastructires and productive projects. Repayment of
these credits shall take place only through drawing on
revenues of the Zone concerned.

Article 20

Inflow and catflow of capital and expatrintion of profits
generated by economic sctivities in each Zone are
permitted. The required regulution for aitraction and
prodection of investment in each Zone and the medality

amd participation of foreigners in activities in each fone
shall be approved by the Board of Ministers.

Article 21 {Amended on July 21, 1999)

The: legal rights of investors, the acceptance of whose
capital investment has been decreed by the Bourd of
Ministers, ¢hall be puaranteed and protected. Should the
capital of such investors be nationalized to the favor of
the public or their properties being dispossessed of. a
fuir compensation shall be undertaken by the
government. The regulations thereto the manner of
acceptance of such investments and the manner




of compensation shall be in accordance 1o the bylaw
decreed by the Board of Ministers.

Article 22 | Amended on Jaly 21, 199%)

Registration of companies, intellectual and industrial
property rights, as well as registration of ships, vessely
an wircrafts in the Zone, shall be. accomplished with
due to comsideration of the article 81of the wonstitstion,
in accoedance with the bylaw decreed by the Board of
Ministers.

Note

Registration of companies and intellectual and
industrial property rights in each Zone shall be
accomplished by the Organization of that Zone.

Article 23
The Authonity is entitled (o open representative offices
whesever deemed necessary,

Article 24 ;

Utilization of land and nationsl resources belonging 1o
the government within cach Zone and the sales or lease
thereof 1o lranian nationals shall be determined by
regulations as approved by the Board of Ministers and
with regard to the development pluns of each Zone. The
Authonity of each Zone shall be responsible for the
enforcement of relevant regulations,

Note 1
Renting of lund 1o foreign nationals is permitted but iis
sile thereto is strictly forbidden.




MNote 2

Iranians residing in the islands, subject to the Free
Zones, shall enjoy the same rights of ownership of the
land and improvements thereto as the rest of the
COUnLTyY.

The registry of the Deeds and Properties Organization is
obliged to issue title deeds to individuals in nocordance
with laws and regulofions.

Artiche 25

The president and directors of each Zone Authority,
managing directors and board members of affiliated
companies, all the ministers and the beads of
government organizations, heads of the judiciary power,
the Supreme Court and Administrative Justice Tribunal,
the public prosecutor, the chief of stale inspectorate,
their respective deputies and advizsors, Members of the

Majlis, governor — peneral, mayors and their depaties
and their respective first degree relatives are nol
authorized to hold shares in companies established by a
Zone Authority or in private companies operating in the
Zones.

Article 26
The bylaws for implementation of this Law shall be
approved by the Bourd of Ministers.

Article 27

T oeder 1o conrdinate the activities within the Zones,
and as the case may be, ond with the approval of the
competent manigter, one of the following two
procedures may be adopted,

a.The executive organizations (affilinted o the
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CXCCUTIVE power may trunsfer their anthority o the
chairman and Managing Director of the Free Zone
Authority].

b.cupacities in the Zones shall be appointed by the
propesal of the chairman and managing director of the
Zone Autherity and the ordinance of the competent
authority in the execotive establishment.

h.rl:h::ltlﬁfﬂnlﬂrdmllﬂy 11, 1999)

Establishment and activity of Iranian insurance
institotes with domestic and foreign capital investment,
the Branches and representatives as well as insurance
agency representatives in the Free Trade Industrial-
Zones of the Islamic Republic of Iran is permitted and
shall be only subject 1o the regulations propased by the

Bimmich Markazi Iran and approval of the Bourd of
Ministers.













Bylaw on Monetary
and Banking Operations in the Free
Trade-Industrial Zones

Mﬁdhﬂ!ﬂﬂ]ﬂﬂﬂﬂulmmw
Fones on November 30 ™ 1999

Chapter 1:Definitions

Articke 1

Tn this regulations, the following Lermns are used in
lieu of the cormesponding phrases:

Act: The Act on Administeation of the Free

Trade- Industrial Zones of the Islamic Republic of
Iran and its due amendments;

Regulations : The Admimstrative Regulations

on the Article 18 of the Act on Administration of the
Free Trade - Industrial Zones of the Islamic
Republic of Lran;

Central Bank: The Central Bank of the Islamic
Republic of Iran;

High Council: The High Council of the Free Trade —
Industrial Zones of the Islamic Republic of Iran:
Authority: The Organization in charge of
administration of each of the Free Trade — Industrial
Zones of the lslamic Republic of Iran;

Thes is il an aificlad ranslation of the Pemsdan texi of the Bylaw os
Mionetary and Banking Otperatioms in the Free Trade and Endusirizl
Tomirs M hs e prepared as & mens soeroe of infommation and any
imerpresation of the coatents of the sad Bylee: shall be validly made
anly on the basis of the Persin Tear




Zome: Each of the Free Zones established in
secordance with the provisions of the Act on
Administration of the Free Trade — Indusinial Zones
ol the Islamic Republic of Iran and its due
amendments;

Bank: The banks being authorized o camry out
operations in-a fone;

Branch :A unit of an Iranian or a foreign bank or
eredit institute which undertakes authorized banking
operations in accordance with the statute of its parent
bank or institute and within the framework of the
Zone rules and regulation;

Institute; The credit institutes having operation
permit in o1 Lone;

Bunking Units: Iranian and foreign banks and credit
institutes and branches of the same having
authorization for operations in & Zone,

Off-shore Banking: various kinds of banking
operations performed exclusively in foreign
currencies,

Representative (Office: Representation offices of
hanks and credit institutes which are established in a
Lone.




Chapter 2:Conditions For Establishing
Banks & Institutes

Artivke 2
: Establishment of banks and msttutes and
engagement in banking operations and using the
names “Bank™ or "Institute™ in a Zone shall be
permissible solely through compliance with the
provisions of the Act and this Administrative
sRegulations and the relevant Instruction Guidelines.

Nute

The banking units which receive the License for
offshore banking operations are required 10 use the
term “Oif-shore™ along with their names,

Article 3

Banks and institutes with either Iranian or foreign
capital or with Iranian or foreign partnership being
registered in Zone and whose main office being
located in the same Zone shall be regarded as the
registered Iranian banks or institutes in the Fone.

Article 4

Establishment of banks und institutes and setting up
of branches of banks and institutes .either lranian or
foreign ,in the Zones shall be subject to the
recommendation of the Authonty and issnance of the
due License bY the Central Bank.




Notel
The Monetury and Credit Council thereto shall after

being recommended by the Authority ,confirm
statutes of banks and instinotes and any other
amendments.

MNoiel

Establishment of banks and institutes as public or
privale joint-stock companies with nominal shares
shall be permissible in accordance with the law and
subsequent bylaw and stipulated provisions of the
Amendment Bill 1o paris of the Commercial Code

adopted in 1968

Article 5
Registration of banks or institutes or branches of
foreign banks in a Zone shall be contingent upon

issudnce of the license subject of the Article 4 of this
Administrative Regulations The registry authority in
u Zone 15 obliged to demand the said license prior to
registering the banks and institutes,

Mot

Establishment of representative offices of the Iranian
or foreign banks and mstitutes shall be subject o
confirmation of the Authority as well as the registry
nuthority in the Zone.

Such offices are not authonized 1o perform any
banking transactions and operations.

Article 6
The Branches of banks which are established prior
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to the adoption of this Administrative Regulations, in
a Zone shall not require to obtain new licenses |
however the operations of the aforementicned
branches shall be in accordance with the provisions

_of this Administrative Regulations and the relevant
Instruction Guoidelines,

Article 7
The minimum amounts of capital of the banking
rumits in # Lone are as follows;

a, Banks ‘A minimum of 35,000,000,000.00 (thirty
five billion} Rials , one hundred percent of which
shall be deposited in cash with the Central Bank.
b. Institutes: A minimum of 15,000, 000,000.00
(fifteen billion) Rials . one hundred percent of which
shall be deposited in cash with the Central Bank.
c. Branches of foreign banks or institates 1A
minimum of 10,000,000,000.00 (ten billion) Rials ,
One hundred percent of which shall be deposited in
cash with the Ceniral Bank.
d. OMi-shore Banking Units:
1. For Banks : A minimum of 10,000,000.00
(ten million)U.S Dollars ,one hundred
percent of which shall be deposiled in cash
with the Central Bank.
2. For Institutes A minimom of 5,000, 000,00
(Five million) U.S Dollars ,one hundred




percent of which shall be deposited in cash
with the Central Bank.

3. For branches of foreign banks or institutes:
A minimum of 3,000,000.0( three million)
LLS Dollars , one hundred percent of which
shall be deposited in cash with the Central
Bank.

Note 1
Issuance of the establishment license for the banking

units with foreign capital subject of the ahove
puaragraphs a, b and ¢ shall be subject to submission
of the foreign cumrency sale declarution to one of the
established banking units in the Zones, eguivalent 1o
the capital belonging to foreign nationals.

Note 2

The banking umits shall vtilize the amounts deposited
with the Central Bank after the registration of the
same and submission of the doe documents.

Naote 3

The Central Bank is entithed 1o alter at its own
discretion ,the minimum amount of the liguid capital
of the banking units.

MArticle &
The banks and institutes being operational in a Zone
are entitled to establish their branches (in the




Zomes) subject 1o securing the agreement of the
Authonty and confinnution of the Central Bank.

Chapter 3:Exchange System
of the Free Zones

Article 9

Buying and selling of all curmencies in exchange of
Rial or other currencies and all currency transactions
and transfers in the Zones by natural and legal

persoms, arc permissible.

Article 10

Transfer of all currencies from outside the country 1o
the Zones and vise-versa by natural and legal
persons, is permissible,

Nide:

Transfer of currencies from other parts of the
country to the Zones and vise-versa by natural and
legal persons shall be subject o the foreign currency
rules and regulations of the country,

Article 11

The exchange rates for foreign currencies and their
exchange rates vis-i-vis Rial shall be determined on
Lthe basis ot their supply and demand in the free
market,




Chapter 4:Conditions for Operations

Article 12
Banks and instirtes and branches thereto shall he

entitled to commence thetr operations after securing

the due estublishiment license subject of the Article 4

of this Administrative Reguolations, being registered

hy the Zone Registry authority, complying with the

provisions of this Administrative Regulations and

submission of the documents specified hereunder:

e Registration notice published in the Official
Giazette;

= A copy of the registered statute;

e Announcement of the legal nddress.

Article 13
The criteria for the operations of banking units in the
Lones are as follows:

a.  All the benking units in the Zones shill be
subject to the provisions of this
Administrative Regulations and the relevant
Instruction Guidelines.

. Transactions of the Zone banking units in the
Iranian Rial shall be subject to the provisions
of the Islumic Banking System. The smid units
are entitled 1o comply with the international
banking procedures in their foreign currency

ransaC i,

Article 14
The monetary and credit regulations adopted by
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the Central Bank for the established banking units in
the Zones shall be devised in line with the objective
of encouraging and facilitsting investments in the
Zones as well as preserving the mternational
competitive status of the same,

Article 15

The off-shore banking units shall not be entitled to
perform banking operations in the Iranian Rial
Article 16

The bunking units are required to secure the due
license from the Central bank for their foreign
currency transactions, The said units may include the
request for the license conceming the foreign
exchange operutions in their application for
establishment.

Article 17

The banking units having the required license for
exchange operations are entitled tw provide the
following services, on the basis of the type of the
license which they secure, and in compliance with
the provistons of this Administrative Regulations as
well as the latter's Instruction Guidelines:
a)Granting varous Kinds of credit facilities;
b)Purchase and guaraniee of variety of commercial
Pipers;

¢)Taking charge of all businesses pertaining to
documentary credits, bills of exchange, drafts and
security bonds;

d)Management of assets and provision of investment
services in account of clients;




e1Providing all kinds of depositary and managerial
SErVices,

fiperformance of other permissible banking
operations.

Node

The institutes are not entitled to keep current
accounts in foreign exchange for their cusiomers.
Article 18

The commission for the banking operations, the rate
of interest for the granted and received credit
facilities as well as the rate of interest for the various
kinds of deposits in the international banking
operations shall be determined by the conditions in
the free market.

Article 1%
‘The bunking units, excluding the offshore banking
units. shall be entitled to secure their reguired

fingncial resowrces in Rial in accondance with the
provisions of the non-usury Banking Operations Law
as well as the other laws and regulations in force
through the following means;
a) Admission of interest-free current and saving
deposits;
b} Admission of investment time deposits;
¢l Issuing of parmership bonds;
d) Receiving credit facilities from natural and
legal persons.

Maobe
The ereddit instituies shall not be entitlad o recieve




interest-free current deposits in Rial from their
clients.

Article 20

The banking units, excluding the off-shore banking
units, shall be entitled 1o grant credit fecilities in
Rial, within the framework of the Interest-Free
Banking Operations Law.

Article 21

The banking units, excluding the off-shore hanking
units in the Zones. shall be entitled to undertake the
other permissible bunking operations in Rial, in
sccordance with the provisions of their own statutes.
Article 22

The bunks and insttutes in the Zones shall not be
entitled to increase their capital through the re-
ussessment of their assers.

Article 23

The banks and institutes and branches of foreien
banks and institutes in the Zones shall constantly be
required to consign, as legal deposit, to the Central
Bank a fraction of the deposits consigned to them in
the amount and the kinds of currencies determined
by the latter. The amount and kinds of currencies
concerning the legal deposits may differ on the basis
of the kinds of deposits and the scope of the banks'
and instituies" operutions,

Node

The Central Bank shall pay an sppropriate rate of
interest in foreign curmrencies, at its own discretion, o
the received legal deposits in the foreign currencies.




Artiche 24

The Banks and institutes and the branches of foreign
bunks and institutes in the Zones shall be reguired o
preserve a fraction of their annual net profits as legal
reserve .The ratio of the said reserve shall be an least
L5{fifteen) percent of the net profits. Preservation of
the aforementioned reserve shall be optional after its
accumuiated sum has increased o as much as the
nmounl of the capital,

Article 25

Foreign curmency assets and liabilitics of the banking
umits in the Zones are (o0 be converled ,on the basis of
the free market rates,al the termination of each
financial term. With respect to assets and Liabilities
huving maturity dates of less than a year,the
differences resulting from such computation shall be
reflected in the profit and loss account.

Article 26

The bunking units in the zones are not entitled (o
accepd their own shares as secunities for their granted
facilities.

Articke 27
The hanks and institutes in the Zones are not entitled
to perform the operations as follows:

n) Buying and selling goods in their own
secounts and with the purpose of trading,
unless such operations ure performed in line
with the implementation of the Non-usury




Banking Operations Law or to meet their
own internal needs;
Real —esiate transactions exceeding the
adopted guoti by the Central Bank |
exclusive of the hanks and institutes whose
main mandate entitles them to such
transactions;
Buying shares of one or more than one
company or purchase of other securities in
their own accounts, exceeding the adopted
quaota by the Central Bank;,
Granting credit facilities to their managng
director and board members and (o the
compunies in which the latter persons hold
interests, exceeding the adopied guota by the
Central Bank;
Ciranting credit facilities to the board
metnbers and directors of the Zone Authonty
and members of departments, directors and
inspectors of the Central Bank, unless in
compliance with the special regulations which
shull be adopted to this effect by the Central
Bank.

Article 28

Should the capital of the cstablished banks and
institutes in the Zones decline, due o any damage or
loss, from the mintmum amount provided in the
Article Rof this Administrative Regulations sction
should be taken by the formers to replenizh the
capital 1o the aforesaid amount in a period not
exceeding six months.




Chapter 5:Regulations of Supervision on
Banking Units in the Zones

Artiche 29
All banks and mstitutes and branches of foreign
banks and instinutes in the Zones shall operate under
the supervision of the Central Bank and while
providing the latter with its required information, they
shall comply with the rules and regulations as
follows:
a) Compliance with the monetary and credit policies
edopted by the Central Bank;
b) Consign their legal deposits with the Central
Bank for the duration and with 1n the frumeworks
determined by the latier;
) Amunge and keep the headings of their accounts
and financial statements m accordance with the
endorsed rules of the Central Bank;
d) Observe the adopted rles and regulaions of the
Central Bank regarding,inter- alia , capitul adequacy;
e] Dispatch the following data and information 1o
the Central Bank on the basis of the determined
frameworks and the specified duration:
-Abstracts of General Ledger and Financial
statements of the legal deposits;
-Financial statements includimg the balance
sheets and profit and loss accounts, which have
been certified by independent auditors who
enjoy the sponsorship of the Central Bank;
f) To submit to the Central Bank the other
mformation at any time deemed necessary

30




by the latter.Such mformation hall be treated as
confidential and shall not be published on a case-by-
case busis,

a) Extend their conperation with the authorized
inspectors who shall attend at the places of their
“assignment with written warrants and provide to the
latter with the necessary  information,

Acrticle 30

Should continuation of the banking units"operations
in a Zone invoelve, by the discretion of the Central
Bank,any risks,the latter shall be entitled to assign a
comptroller to the concerned banking units.

Chapter 6: Miscellaneous Regulations

Article 31

Members of the Board of Directors, Managing
Directors, Farst Deputy, Managing Directors and
members of the Executive Boards of banks and
institutes as well as directors of branches of the
Tranian and foreign banks and institutes in the Zones
should be sceredited For their professional
competence by the Central Bank.

Article 32

The banking units in & Zone shall be held
responsible for the losses cansed by their operations
for customers and are obliged to indemmfy the




latter for such losses,

The Managing Director and members of the Board
of Directors of each bank or institute in a Zone shall
also be held responsible towards the shareholders
and customers for the losses caused by any of them
becuuse of violating these regulutions or provisions
of their stututes,

Article 33

In order to facilitate interchange of checks and bank
shares a Clearing House shall be set up by the
bunking units in a Zome with the sponsorship of the
Central Bank.

The operational expenses of the ssud Cleanng House
ahall be borne by the aforementioned hanking unirs.

Arthcle 34
The manner in which securities,documentz and

books shoold be preserved,the arrangement for the
settbement of disputes dissolution and bankruptey of
banking units{in & Zone) and other 1ssues which have
not been provided by this Administrative Regulations
shall be dealt with in accordance with the provisions
of the Monctary and Banking Law ratified in 1973,

Artiche 35

The Instruction Guidelines concerning
implementation of this Administrative Regulations
shull be adopied by the Central Bank.

This text substitutes the Cabinet Decree

No 1 7992T/51860 of June 21,1997




Executive Guideline for the Monetary

And
Banking Operations in the Free
Trade-Industrial Zones
of the Islamic Republic of Iran

Approved by the Currency and Credit Council on
September 03, 2000

Section 1 : Definitions

Article 1

The phrases used in the present Executive Guidelines
shall have the following meanings:

Iran : The Islumic Republic of Iran .

Act : The Law on the Administration of the Free
Trade-Industrial Zones of the Islamic Republic of
Iran.

This is not an official translation of the Persian
text of the Execative Guideline for the Monetary
und Banking Operations in the Free Trade and
Indusinal Zones. It has been prepared as a mere
source of informition and any interpretation of the
contents of the said Guideline shall be validly
made only on the basis of the Persian Text.




Regulations : The Administrative Regulations
povermng Aricle 18 of the Law on ihe
Administrations of the Free Trade-Industrial Zones of
the Islamic Republic of Iran,

Guidelines : The Executive Guidelines for the
Monetary and Banking Operations in the Free Trude-
Industrial Zones of the slamic Republic of lan .

Bank Markazi: Bank Markazi Jomhouri Islami  Tran
{Central Bank of lslamic Republic of Iran).

Supreme Councll : The Supreme Council of the Free
Trade-Industrinl Zones of the slamic Republic of
braa .

Anthority : The organizations in charge of the
admimistration of each of the Free Trade-Indusirinl
Zones of the Islamic Republic of Tran .

Lone : Each of the Free Trade-Industrinl Zones of
the Islamic Republic of Iran,

Institution: A credit institution which is permimed 1o be
active ina Zone,

g:::_- A bank which is permitied 10 be operative in o
Branch : A umit of a bank or credit institution
opcrative inside or outside 1 Zome , which conducts
permissible  banking operations in acoordance with
the provision of the charter of fts parent bank or
instiution and within the framework of the ACT
and the Reogulations.,

Banking Unit : lranian and foreign banks and
institutions |, and the branches thereof, which are
permitted to conduct banking activities in o Fone.
O-Shore Banking : Execution of all kinds of
banking transactions exclusively in foreign currencics




Money Changing Units : Firms engaged in sale,
purchase and transfer of currencies , gold and silver
SOk |

Agreement [n Principle | The initial agreement of
Bunk Markaxi with the establishment of a bank or

- institution sndfor opening branches of foreign  banks
of institutions  wpon confirmation of the eligibility of
the applicants and the depasition of 50 percent of the
capital at Bank Markazi for the purpose of forming
the registration file and provision of the full capital |
Establishment Permit: The final agreement issued by
Bank Markazi for the establishment of a bank or
institution of the opemng of branches of foresgn banks
and instimeions, upon deposition of 100 percent of the.
capital at the and performing the procedures specified
in the Regulations and Guidelines for the registration
of a Banking Unit in a Zone

Section 2 : Conditions for Establishment

Artiche 2

Banks and institutions with Tranian or foreign capital
nnd with Irnnian andior foreign parinership are entitled
10 be remistened o Lone .

Article 3

Banks and institutions registered in a Zone , whose
headguarters are located in the same Zone, shall be
regarded as Iranian banks and institutions




Article 4

Establishment of banks and institutions and setting
apof bronches of Iranian and foreign banks or
institutions in a Zone shall be subject 1o the
proposal made by the respective Authaority | issuance
of the Establishment Permit by Bank Markazi und
registration in the same Zone

Prior to the registration of banking units in a Zone,
the Registration Office is obliged 10 sk for the
submission of the Establishment Permit .

Mote

The charters of Banks and Institions and any
subsequent nmendments thereto should wpon proposal
made by the Authority, be approved by the Curmency
and Credit Council.

Artlele 5

Establishment of the representutive offices of Tranian
and foreign banks and institutions shill be subject o
the approval of the respective Authority, aoceplance
by Bank Markazi of the officer in charpe of the
representative office and registration in the Zone .

Note

Prior to the commencement of il= operations , the
representative office is obliged to send acopy of its
registration notice as published in the Official Gazetle,
together with the exact address of its workplace to
Bank Marknz .

Article
Branches of the Iranian banks established in a Zone by




the asthorization of the Bank Markaz prior to the
adoption of the Regulations , are not required o obeain
new permits for their estoblishmeni .

Avrticle 7

The capatal of banks and institutions may belong as
much as 100 percent to foreign or frandan nationals ora
combination thereof,

According to the present Guidelines |, the foreign natral
persons are the nationals of the governments recognized
by the Government of Iran and the foreign legal persons
are the compantes and banks registered in the countries
recognized by the Government of Iran, with at least
three years record of operations .

Note
In exceptional cases and concerning the foreign legal
mationals, the matter shall be decided byBank Markazi .

Article 8

The Banking Units in a Zone are entitled 10 engage in
off-shore banking operabions on the basis of the permits
obained . The ofi-shore banking units are prohibited
from conducting operations and ransactions in Rial and
are obliped to carry out their operations und

transactions exclusively in fooeign currencics |

Mote
The Banking Units which obtain off-shore banking

operation permits are obliged 1o use the lerm
“{Mf-shore "' along with their names .




Article 9

Establishment of banks and instimtions in a Zone as
public or private joint -stock companies with registered
shares shall be permissible in accordance with the
stipulated provisions of the Partial Amendment Bill of
the Commercial Code as ratified in 1968

Article 10

The minimuem smounts of capital of the Banking Units
in a Zone are determined as [ollows:

1.1 - Om- shore Banking Uniis ;

10.1.1- Banks : o mintmum of 35,000,000,000.00

{ thirty five hjlumu}ﬁdah.unchmdmdp:rc:muf
which shall be deposited in cish with Bank Markazi.
10.1.2- Institutions : a minimam of 15,000,000, 000,00
[ fifteen billions § Rials , one hundred percent of wihich
shall be deposited in cash with Bank Markazi.
10,1.3- Branches of foreign banks or institutions = 5
minisem of 10.000,000,000.00 | ten billions } Rials .
one hundred percent of which shall be deposited in cash
with Bank Markae .

1.2 OiT-shore Banking Units

10.2.1- Banks : n minimum of 10,000,000.00 { ten
millions 3 U, 5. Dodlars |, ope hundred percent of which
shall be deposited with Bank Markazi .

10.2.2- Institutions : & minimom of 5,000,000.00 | five
millions. ) L1, S. Diollars , ome hundred pescent of which
whall be deposited in cash with  Bank Markaz |
10.2.3- Brunches of foreign banks or inditutions - a
mindmurm of 3,000,000.00 (three millions 118
Dollurs, one hundred percent of which shall be
deposited in cash with  Bank Markazi .




Note 1

The issunnce of the Agreement in Principle is
subject fo the provision and deposition of 50 percent
of the capital of the respective Banking Unit and
the issuance of the Establishment Permit is subject
“ta the provision and deposition of 100 percent of
the capital of the respective Banking Unit with
Bank Markszi , in conformity with the stipulations
of this article .

Mote 2

The fssuance of the Establishment Permits of the
Ranking Units with foreign capital shall be subject to
submission of the receipt of foreign currency sake to
ome of the banks , for the full amount of the capital
belonging to foreign mationals . and  in the case of
off-shore Bonking Unit the deposition of foreign
exchange amount with Hank Marknn .

Note 3
The beanches of domestic banks and institutions in 2
Fone gre not required o deposit their capitals .

Note 4

Bank Markazi at it own discretion , is entitled o
change the amount of the required cash capital of the
Banking Units .

Article 11

Utilization of the amounts depositéd with Bank
Markazi shall be subject fo the submission of the
companies registtion documents , consisting of the
registered charter and declaration , the registration




notice a8 pablished in the Offical Gazette and
specifying  the names of directors and holders of the
authorized signatures,

Article 12

The wpplicants for the establishment of banks and
institutions are reguired o submit {0 the Authonty
the following documents and information , attached
o thetr apphcations :

12.1. specifying whether the intended joint-stock
company shall be privale or public.

12.2. specifying  the type of the activily .

12,3, the smount of the intended capital , while
specifying the percentage of the paid- up and
undertaken portions thereof |

12.4. the proposed charter |

12.5. submission of the business plan of the bank or
institution in the Zone,

12,6, names , qualifications and the record of
sctivities of the founders, and  the number of shares
subscribed by esch of the founders

127, numes, particutars , edueational background ,
record of activities ond the previous positions held
by the members of the boord of direciors |, the executive
board, the propesed managing director and the deputy
managing director for the bank or institution .
I2.8. in case the founder is o legal pemson
subscribing more than 5 percént of the capital |
submission of the charter , registration certificate. the
podited financial statements for the past three vears
{ while taking into account the provigion of the Note
to Articke 7 ) . whereas if such founder or founders
posses more than 50 percent of the shares belonging




10 ofher companies . suhmission of their consolidated
audited financial stutements for the past theee years ,
together with the names . qualifications and the type
of the activities of the subsidiary compamnies .

12.9, submission of the cenificates specified hereunder
for the members of the board of direciors | the executive
bourd , the managing director and the deputy managing
director ;

1Z.9.1. written acknowledgement by a reputable hank
regarding finoncial solvency of the applicant .

12.9.2, cenification of good reputation issued by
three legal or natural persons.

12.9.3. clearunce certificate issued by the police
department of the place of residence.

12.9.4, a ceruficate issued by each of the persons
spocified in the item. |29, stating that the respective
person hes bad no record of bankruptcy in any pari
of the world |, has held no position. in a company

which became insolvent or went bankrupt and had
no criminal conviction whatsoever regarding any
type of linancinl offences inany country . In cases
where  submission of o certification as described
above isnot possible , the required information
shall be presented to Bank Markari for evaluation
thereal

L2.10.name and address of the selected auditor 10
audit the financial sttements ,

1211, wntten commitment by the founders (o
incorporse the following text into the charmter of the
bank or institution ;

“Replenishing the capital (of the bank or institution )
to the kevels specified in Article 10 of the Execative
Guidelines for the Monetary and Banking Operstinns




in the Free Trade — Indusirial Zones of the Islamic
Republic of Iran, incoses where the value of the
shareholders equity diminishes as o consequence of
gustningd logses ™',

12.12. submission of the permits issued by the
competent authorities of the respective countries of
the foundess for the establishment of the banks or
institutions  in the Zome , in cases where  soch
founders are foreign nationals .

213, specifying the name of the relevant
supervisory authority in the respective countries of
the foundess of the banks and mstitutions | in cases
where such founders are foreign nistionals .

L2014, letter of commitment to conduct their banking
pperstions on the bosis of the obtwned permit and
their charter and n compliance with the provisions
of the Act, the Regulations and the Guidelines .

Article 13

Al least three members of the board of direciors |
the managing director and the deputy managing
director of bonks and instifutions are required to
have sufficient experience in  banking business, with
amimimum of five years of expenence at the
managerial positions, ( L e. manager of first-grade
brunches or equivalent positicns in the head office ),

Article 14

On applying for opening a bronch |, forcign banks apnd
institutions are required 10 submit to the Awthonty
the following documents and information , attached
to their application -

14.1. type of the activity.




14.2. amount of the capital of the branch .

143, the business plan of the hranch

144, their charter, registrution centificate , the
tudited financial stvements und the monagement
report for the previous three yeirs |

14.5. particulars of those sharcholders possessing
more than 10 percent of the shures of the bank or
|4.6. information concerning all the companies and
banks in which the applicant posses more than fen
percent of the shares or is o member of the boand of
directors,

14.7 .names , particulars und the educational
background of the proposed manoger and pssistunt
managers for the branch along with the record of
their services and positions held during the past
five years .

14.8, written confirmation by the president of the
bank or instilution as to the financial integrity |
good reputition and lack of criminal record for the
maniger of the branch .

14.9. approval of the board of directors of the
applicant bank or insttution of the establishment of
a branch inthe Zooe, along with the relevam
pormits issued by the compotent auhorities .

|4, 10k name of the competent authority supervising
over the applicant bank or institution .

14,11, letter of commitment regarding compensation
of losses caused by the operations of the branch .
1412, berter of commitment conceming replenishment
of the minimum amount of the beanch's capital, in
cases when its capital | as the result of the susiined
Iosses , falls below the minimum amount as




stipulated in Article 10 .

14.13. letter of cormmitment for conducting of the
banking operations in the Zone in wecordance with the
provisions of the permits obtained , the charter pnd
the observance of the provisions of the Act, the
Repulstions and ihe Guidelines .

14,14, pome and  oddress of the auditor selecled  for
auditing financial statements of the branch |

Article 15

After considering the opplication for  establishment
of banks . institutions, or branch of foreign bank or
mslitation . the Authority is required 1o submit its
views 1o Bank Murkaz together with all the docurments
and information obiained from the applicant .

Naote

The Authority is obliged to notify Bank Markasi of
te reasons for accepting or rejecting the application .

Article 16

Upon approval of the proposed charer , business
plan and the pariculars of the founding board |,
board of directors . executive board, managing
director and  deputy managing director and
fulfilment of other conditions as well as approval
of the opening of & branch by a foreign bank or
institution . Bank Muarkari shall initially procliam
its agreement i principle as to the establishment of




the foreign hank or institution and opening of
foreign bank's branch .

Article 17

In case the application is for establishment of public
joint-stock company . the underwriting plan is
required to be approved by Bank Markas prior o
the public offering .

Motbe
The minimum conditions for  formulation of the

s ond underwriting shall be based on the
provisions of the Commercial Code and i3
amendment dated 1968,

Artlcle 18

Establishment Permits for the Banking Units Tor
the purpose of registration in 2 Zone shall be
issued by Bank Markazi after deposition of one

hundred percent of the capital and completion of
ather arrungements subject of the Regulations and
the Cardelines .

Note

After the registration of o Banking Unit in o Zone
and receipt of the registration documents such as
the registered chorer and registration notice as
published in the Offickal Gazette | and confirming
of their conformity with the documents and
tnformation previously submitted . Bank Markuzi
shall issue a certificole conceming the permissibility
of the activity of the Banking Unat,




Article 19

The Agreement in Principle and the Establishment
blishment Permit issued by  Bank Markazi is not
trunsterable o olhers .

Article 20

The Agrecment in Principle and the Fstablishment
Permit issued by Bank Markazi shall be valid for
# maximom period of six months from the date of
their issuance , unless otherwize specified duoe 1o
pirticular reasons

Article 21

The lump sum of grudual tronsfer of more than ten
percent of the shares of o bank or an instition o
other persons as well as any change in the
combinstion of the membership of the board of
directors , the executive board, managing director and

the deputy managing director of & bank or an
mstitution shall be - subject to the prior agreement
und approval by Bank Murkazi .

Article 22

Opening of bronch by o Bunk or an Inaittion in
the same Zone and inother Free Zones of Iran or
inother countries shall be subject 1o proposal by
the Authority and approval by Bank Markazi . The
apglicants are required 1o enclose to their application
& meport justifying the reasons for opening  branch
i their infended Jocations .

Article 23
Opening of branch of domestic banks or credit




institutions tn 4 Zone shall be contingent upon

proposal by the Authority and approval by Bank
Markazi .

MNote 1

Banks or credil institutions  operating i I
which applv for opening a branch in & Zone. are
reqirired 10 submit their business plans pertaining
1o the opening of the branch, to the Authority .

Note 2

The eligibility of the propesed manager for the
heanch shall be approved by Bank Maorkazi . The
banks ond credit instinations active inside Iran
which apply for the opening of a branch in a Zone
are required to submit o Bank Markazi the
documents omd information specified hereunder,
attached to their applications :

-nnmes, particulars , educational background , record
of professional services and the previous positions
held hy the peoposed manager of the branch during
the past 5 years,

-attestation by the managing director of the bank or
institution as 10 the professional integrity . good
reputation and lack of criminal record of the
proposed manager of the branch .

Article 24

Establishment of n Money Changing Unit in o Zone
shall be contingent upon proposal made by the
Authority and issuance of permit by Bank
Markazi.




Mile

The Authority is required 1o evaluale the documents
subject of the Amicle 27 of the Guidelines and
puhimil the same enclosed with i own views
thereto to Bank Markae |

Ariicle 25

A Money Changing Unit shall be estnblished only in
the form of a joint liability company. Money
Changing Units which had been set up poor io the
ratification of the Guidelines are obliged o adjust
their conditions with the provisions of the
Ciaidelines , within a period of six months |

Article 26
The minimum amount of the paid-up capital for o
Money Changing Unit shall be equivalent to

SO0, 000, 000,00 | five hundred millions ) Rials .

Article X7

Applicunts for the estahlishment of Money
Changing Units are required to submit to the
Authority , the documents and information
mentioned hercunder |

27.1.4he omount of the capital .

272 the proposed charter

273 names , particulars and the records of the
activites of the founders, and the amount of
shares held by each of them .

274, nnmes , particulars | educational background |
records of the activities and  previons positions
beld by the monagers and the managing director
27.5. nome and address of the proposed inspector .
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27.6. submission of the certificates specified
hereunder for the managers and the managing
director ©

27.6.1. certificate onthe their financial solvency |
issued by o credible bank

27.6.2 cenificate on good reputation , issued by at
least three meputable notwnl or legal persons |
2763, certificate  from the police department of the
place of residence on the lack of criminal record .
27.6.4. letters of undertaking from cach of the
managers ind the managing director o the effect
that they have never been charged legally with
financial offences and they lack any criminal
convictions whatsoever in any country of the world.
27.6.5. letter of commitment as to conducting foreign
exchange operations in line with the provisions of
the Guidelines. .

Article 28

Upon approval of application and subsequent to the
receipt of the certificate of deposit of the capatal,
Bank Markazi shall issue establishment permit for
setting up & Money Changing Unit for the purpose
of submitting it to the Registration Office of the
Zome

Article 29

After registration of o Money Changing Unit in a
Zome and notifying Bank Markazi of exact address
of its workplace, the Money Changing Unit is
entitled 1o commence il operations,




Article 30
The permit issued for a Money Changing Unit s
not transferuble to any thied pasty.

Article 31

Money Changing Units are required 10 display their
establishment permits wt their workplace for the
observation of their clients .

Section 3 : The Foreign Exchange
System in the Zones

Article 32

All foreign currency transactions and movements in
the Zones shall exclusively be governed by the
provisions of the Regulutions and the Guideclines .

Artiche 33

Buying and selling of all foreign currencies against
Rigl or other currencies and all foreign currency
transuctions and movements by natural and legal
persons pre permatted within the Zones.

Mote

Hank Markazi shall compile the list of major

currencies in specified mmtervals and put it ot the

disposal of Banking Units thut are authorized to

gengage in Forcign curmency operations so that the

;I]{iﬂ Units would buy and sell major cumrencies
3




Acrticle 34

Remittance of all foreign currencies from abroad
o the Fones und from each Zone o the other
Zones mnd [oreign countries is permitied .

Nole

Remittance of foreign currencies i any form from
the Fones to other parts of the coontry and vice-
versa shall be poverned by the foreign exchange
regulations of the coundry .

Article 35

The rates for buying and selling of foreign
currencies 0% well as their conversion into Rial in
the Ziowies <hall be delermined on the basis of supply
and demand in the free market .

Section 4 : Conditions and Modes of

Operations

Article 36

Banks and institutions and the branches of foreign
banks and institutions muy commence their
operations afier submission to the Authority of the
detailed documents specified hereuncer ;

36.1. letter of approval by Bank Markazi subject of
the note under Aricle 18,

362, acopy of the chamer endorsed by the
Registration Office




36.3. a copy of the registration notice as published
in the Official Gazette |

364, ncopy of the lease contract and or the tithe
deed of their workplace

Article 37

Starting from the dute of notification of the
Ciuiclelines | the existing Ironisn banks and
mstitutions in the Zones are required o adjist,
within six months , their operations with the
provisions of the Regulution and the Guidelines and
obiain the confimuation thereof from Bank Markazi |

Article 38

Transactions by all Banking Units in the Zones in
Rial shall be subject 1 the provisions of the Law
for Usury -Free Bunking . These Units are however,
authonzed in their foredgn exchanpe transactions to
comply with the intemarional banking practices,

Article 39

Institutions are not authorized 1o apen Gharz-al-
Hassanch current accounts or ether types of accounts |
whether in Rial or foreign currencies , which may
be drawn on by cheques .

Article 40

Banking Units . except the off-shore banking units |
shall receive from Bank Markazi o separste permit
for conducting foreign exchange operations .




Article 41
Off-shore Banking Units in the Zones are  not
nuthorized o conduct bonking operitions in Rial .

Artiche 42

Excepl in cases which have not been authorized by

virtwe of Aricle 39 and 41, the Banking Units are

entitled to raise their required financial resources . in

conformity with the provisions of the Law for

Usury- Free Banking Operations, in the following

MEANDETS:

1. aoceptance of Ghare -al -Hassanch current deposits .

2, seoeptance of interest - free saving deposits and
similar demand deposits,

3. acceptunce of investment time deposits |

4, issuance of parnership bonds .

5, obtwiming  cradit facilities  from natural and legal

persons .
6, utilization of other finuncing instruments,

Note

The critera pertmning to the nbove sub - articles
424 425 and 42.6 incases of Rial financing
should be approved by Bank Markazi .

Article 43

Based on stipulations of the Law for Usury - Free
Banking Operuting and in accordence with their own
charter , Banking Units are entitled to grant credit
facilives to any of the economic sectors such as
agriculture . industry and mining , housing and
constraction , services |, rade and exports .




Article 44

AL their own discretion , the Banking Units are
entitled 10 determine the provisional profit on the
investment deposits , and pay the same in specified
intervals on the basis of the contructs sipned with

the depositors ,

Article 45

The Banking Umits are, every year for the whole
duration of the relevant contruct , obliged o fnsure
in their own favour , in accordance with the rules
and regulations of the Zones | the collalerals
received against their credit facilities , ar least in an
amount equal o the outstanding balance of such
facilities .

Artich: 46

The off-shore Banking Units and the on-shore
Banking Units licensed by Bunk Markas 1o engage
in foreign exchange operations arc entitled 10 render
services and to conduct transactions in foreign
curréncies |, in conformity with infernational practices ,
as detailed below :

26.1. establishment of corespondent relationship with
ther banks .

46.1 execution of all kinds of money transfers in
their own Favour or for clients.

46,3 execution of all ransactions related to baying
and selling of foreign currencies in cash on one's
own accoant or thit of the clients ,

46,4, muintenance of corent! accounts {excluding the
Institutions ) .

4.5, maintenance of saving accounts .




46,6, holding of various time deposits with varying
maturities

46.7. ohtaining various kinds of Joans ond credis .
468, issuance , buying , selling , underwriting and
holding of partnership bonds and boads . Buying
and underwriting of such equities and the 1erms and
conditions of their issuance shall be approved by
Bank Markizi .

469, granting various kinds of loans and credits,
£6.10. buving . discounting and gurinieeing various
kinds of commercial papers .

46,11, undertaking all affuirs concerning docurmeniary
credits |, bills of exchinge , drafts and letters of
El,l.lll‘ﬂ.l'll!ﬂ-

46,12 manngement of assets and provision of
portfolio investment services for the customers |
46,13, provision of cusiody and trust services und
other management services .

46,14, conducting other nuthorized banking
operations and services in foreign currency .

Note

The off-shore Banking Units are entitled
undertake any type of banking operations in
sccordance with the provisions of their charters .

Article 47

Foreign exchange transactions of the Banking Units
in the Zones shall not be subject to the foreign
currency regulutions of the mainland and the
charges for the hanking operations , the rates for
buying and selling of foreign currencies , the
inlerest rates on the credit facilities received and
various types of deposits o5 well as the intercst
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rates on the credit facilitics granied shall be
determined freely on the basis of supply und
demand prevailing in the markes |

Article 48

In granting foreign exchange credit facilities, Bonking
Units in the Zones shall in all cases obtain , hased on
their awn evalsution , secure collaterals or other
credible guarantees in foreign currencies or convertible
thereto .

Note

Should the received collaterals be located in the
mainland, their convertibility and transfer of the value
thereof tothe Zones shall be subject (o the foreign
exchange regulations of the coumery ,

Article 49

Iasuance of the letters of guarantee, excliding hid
bonds , <hall be comingent upon receaving deposits
equivalent to at least ten percent of the amount invilved,

MNote

The sad minimum deposit in cases of letters of
guiraniee for export of technical and engineering
services shall be as follows:

= up to LS. % 10 million , equivalent 1o 3 percent.

- for amounts in excess of LS. % 10 million up w
LS. § 50 million . eguivalent to 5 percent.

-for amounts exceeding ULS. § 50 million . equivalent
to 3 percent .




Article 50

Banking Units in the Zones shall not be puthonized to
necept their own shares as collateral for the credit
facilities granted .

Article 51

Banking Units are required 0 obisin endorsement  of
Bank Markazi for their annual plans concemning risk
minagement of their foreign exchange operations .
including the risks involved in their open positions .
Article 52

The outstanding final balance of the credit facilities
granied by each Banking Unit to each cestomer

{ legal and for natural persons ), whether soch
fucilities are directly extended to the customers
andfor their spouses and children under their
custody andfor o institution and companies in which
such customers hold more than 20 percent of their
shares , should not in the aggregate exceed 135

percent of the capatal account .

Note 1

The total commitments pertaining to the documentary
credits, letters of puarantee, underwriting and the
balance of the credit facilities subject of this Article
shall not exceed 25 percent of the amount of the capital
ACCo.

Note 2

The capital account of a bank or institution shall
consizt of its paid-up capital, reserves and the balance of
the accumulated profit and Joss,




Article 53

Whenever the resources for facilities pranted by
branches of Iramion and foreign banks are provided
by their paremt bank or institution , such facility
shall mot be subject to the restriction  stipulated in
Article 52 above .

Article 54

Whenever n credit facility is granted apninst
deposits of the applicant as collateral, the celings
specified in Anticle 32 above sholl not be spplied for
the amount thus covered.

Article 55

Banks and institutions in the Zones are required 1o
observe the criteria governing the capital adequacy
ratio a5 declared by Bank Markazi as well o the
prevailing intermational criteria.

Muie

Branches of foreign banks and institutions in  the
Zones shall observe the eatio between their capitol and
their total assels as determined by Bank Murkazi - In
considering the financial position of the above
branches, the financial position of their parent banks
or institutions, specially their capital adequacy rtio
shall be taken imo account.

Article 56

Banking Units in the Zones are required w calculale
their statutory deposit on & weekly basis and deliver

them to Bunk Markszi not later than the end of the
working hours of the last day of the next week in




acoordance with the formats supplied to them by
Bank Muorkazi

Note 1

Deposits received from the banks and institutions
and , with respect to the branches of the lranisy
and foreign banks and instibvtions , the deposiis
recerved from the parent bank or mstitution and/or
any indebtedness to them , shall pot be subject to

statutory deposit |

Note 2

The average balance of deposit accounts as at the
end of the losi working day of the week shall be
taken as the basis for calculating the statulory
deposit .

Muote 3

Upon approval by Bank Markaz | the ststutory
deposit for the deposits in foreign cumencies may
be deposited with Bank Markas | in the currencies
of the received deposits

Article 57

Bank Markazi shall determine amd pay imerest in
Rial on the statutory deposits in Rial . onthe basis
of approved rutes |, and interest in foreign currencies
for the statutory deposits in foreign cumrencies, al iis
own disceetion , commensuraie with the rates in
intermational markets. On the basis of the duration
and bulance of the deposits the sabd inmerests shall
be calculied and paid at the end of each & month
period .




Artiche 58

Banking Units in the Zooes are not authorized to
buy und sell goods for their own accounts amd for
commercial purposes .

Mote

Buying and selling of goods [or commercial
purposes as well as conducting  transactions in
property by the baunks not intended 1o engage in
progeny trimsactions - shull be suthorized within the
framework of the Law for Usury-Free Banking and
shall not be subject to the restnction stipulated in
this Article .

Article 59

All documents pertnining w the operations of the
Banking Units in the Zones shall be denominsted and
registered in the account books . in Rinl . With
regord io the foreign currency transactions of the

Banking Units , the amounts in foreign currencies
shall olso be registered in the relevant documents .

Article 60

The un-depreciated balance of the immovshle assels
of the Banking Units ot the end of each year shall
ol exceed 30 percent of their capital sccount |

Note

If, due tothe purchose of residentiol buildings for
their personnel , the Banking Units fail to meet the
limit stipulated in this Article they ire required to
ohtain the necessary authorization from  Bank
Markan




Article 61
The properties acquired by & bank in liew of the
cloims of the Banking Units are to be sold @ most

within 4 year . In exceptional cases , upon approval
by Bank Markazi the said grace period is renewable.

Article 62

The outstanding balance of the toal assets
emunating from the parchose of stocks and
participation in the capital of companies as well as
other equitics shall never exceed 3 percent of the
capital account of the Banking Units .

Article 63

The hanks ond imstitutions in the Zones are not
entitled 1o grant credit facilities exceeding one percent
of their capital accounts io each member of the
board of direclors or the executive board , the
managtig director and the deputy managing
director of the bank and institution , their spouses
and children under their custody. In any case , the
pggregate amount of facilities pranted to the said
persons should not  exceed five (5) percent of the
capital account .

Article 64

The banks and institutions in the Zone are
suthorized to grunt credit facilities to the compamies
in which the members of the bowrd of dinsctors and
the managing director of the same bank and
institution are shareholders , andfor are the members
of the board of directors thereof , under the
comditons et forth below @




64.1. granting of facilities 0 any legal person in
which one of the major sharcholders or a member of
the board of directors , the managing director or the
deputy managing director of the bank or institution
or the spouses and children under their custody hold
mire than five percent of the shares or the combined
shares of the said persons exceed ten percent of the
total shares of the legal entity , shall not exceed ten
percent of the balance of the capital account of the
bank o institution,

64.2. granting of facilitics by a bank or institution to
n legal person whose managing director | or the
deputy) and / or each member of their board of
direciors  hold executive or non-executive  positions
as member of the hoard andlor managing director (or
the deputy ) in the same bank or instifution is also
subject to the conditions stipulated under section 64-1.

Note 1

The restrictions mentioned in this Article shall not
apply to those comipanics whose stock are listed at
the Stock Exchange and the granting of facilities
to such companies is resticted tothe individual
credit ceiling  (upio I3 pércent of the balonce of the
bank’s or institution’s capital account )

Note 2

The terms and conditions for granting  facihities
stipulated in this Aricle shall be similir 1o the
terms and  conditons of other facilities grunted by
the banks and institutions .




Article 65

Foreign exchange assets and liabilites of Banking
Units should be calcolated in Rial ot the end of
each finmancial year on the basis of the me for the
sale of the relevam currencies snnounced by the
central branch of Bank Melli Iran in the Zone . With
respect toassets and habilives having maturity dates
of bess than a year , the difference resulting from
such computation shall be reflected in the profit
and loss pocount

The difference resulted from computation Risl of the
long — term foreign exchanpe asseis and liabilities
shall be computed at the end of each financial year .
If the result of such compatation inckicates that , os
a result of changes in the rates of the foreign
currencies, the assets are overvaloed or the Labilities
are undervalued , for the resulting loss, o reserve
fund , oqual to the amount of loss resulted from
the conversion of the said item shall be established
in the accounts of the Banking Lnits . [n the next
financial year if the changesin the rates of foreign
currencies are in such a way that there is no need for
keeping the reserve fund wholly or partily , the
said reserve shall be reverted up 1o the amount
which iz not needed . to the profit snd loss account,

Article 66

Banking Units in the Zones are required 1o
transfer eoch year st least 15 percent of their net
profits o the legal reserve fund, When the amount of
the legal reserve equals the amount of the capital ,
such reserve can be mainiained voluntarily |




Article 67

Depreciation of the fixed assets shall each year be
determined and caleulated on direct method at the
following rates , and shall be transferred to the
profit and loss account:

Buildings : at the rate of 10 percent
Installations : at the rate of 20 percent

Motor Wehicles ;- of the rate of 200 percent

Office exquipments : at the rate of 20 percent
Electronde equipment @ at the rate of 33 and 1/ 3 percent
Automated payment devices and communication
equipment ; ot the rate of 20 percent
Estublishment and soltware expenses : in three years

Article 68
The establishment expenses shall be depreciated
before any distribution of the profic

Article 69

Banking Units in the Zones are required every year
to set up sufficient reserve in their accounts for the
purpose of covering the losses resulting from the
farlure 1o collect the claims .

69_1. establishment of the mandatory reserve with
respect to cach of the facilities granted . With
regard to the sufficiency of these reserves, Bank
Markazi shall take into consideration the views
expressed by the independent auditor

862, establishment of reserves &l least equal o 2
percent of the ttal amoumt of the gramted facilities,
after deduction of the facilities specified in section
69-10.




Article T0

fas the result of sustmined losses the capital of
the Banking Unitzs and Money Changing Units fall
below the limits prescribed in Articles 10 and 26,
Banking Units and Money Changing Units are
required at most within six months (0 replenish  their
capital.

Article 71

The represeniative offices  shall funciion  exclusively
as lmdson offices to pursue banking relationships of
their parent bank in the Zone and are prohibated 10
engage inany kind of banking transactions or
rendering banking services of any nature .

Article 72
Money Changing Units shall exclusively engage in
buying selling and transfer of various kinds of

currencies, in cash and through money orders | as well
&g pold and silver coins and register ]l their operations
in their jowrnul and the general ledger,

Article 73

Money Changing Units are forbidden o grant any
kind of credit facilities or keep accounts for - their
clients.

Note

Money Changing Units for all transactions and
services rendered for their customers shall submit
detniled formal invoices, The Rind rates and cross
rutes of the currencies sholl be put on display at
the workplace of Money Changing Units for public
viewing .




Section 5: Regulations on supervising
Banking Units, Repersentative Offices

and Money Changing Units
in the Zones.

Article 74

Banking Units and representative offices in the Zones
are required to comply with all the rules and regulations
a5 provided by the Act, Administrative Regulations,
Guuidelines and the instructions of Bank Markaz |,

MNote

Money Changing LUnits in the Zones are required to
comply with all the rules and regulutions related to the
operptions of the Money Changing Units as provided
by these Guidelines,

Article 75

Banking Units ar¢ required to mention the phrase
“by the official authorization of Bank Markazi
Jombour Islumi Iran™ on their name boards and to print
the reference number and date of issuance of their
license on all their printed forms .

Article 76
Banking Units are required to adopt measures 1o enable
thesr anditors, while observing the accepted




professional peinciples and standards of auditing, 1o
comment explicitly on the observance of the rules and
regulations governing the operations of the Banking
Units in the Zones.

Article 77

All the Banking Units and Money Changing Units are
required to constantly keep available in their legal
doindcile , the documents and papers pertaining to
their operations as well as their aceount books for
examination by the inspectors of Bank Muarknzi .

Article 78

Banking Units in the Zones are required to armnge and
keep the article of accounts, books and financial
statements in accordance with the titles and forms
determined by Bank Markazi .

Article T9

The on-shore Banking Units are required to send 1o
Bunk Markazi , at specified intervals, the statistics
and information specified hereunder,

Note
If necessary, Bank Marknzi shall send the relevant
forms to the on- shore Banking Units.

79,1, weekly statistics and information :

T9.1.1. stamtory deposit stalemenis;

79.1.2. list of foreign exchange assets and lubalities
classified mecording 0 economic sectars.

79,2, monthly statistics and information required to
e sent by the 10™ day of the following month :
79.2.1.The form of summery of General Ledger;




T9.2.2 Hst nfl'mn;nn:ﬂmngnasm:ﬂ linhifities
clussified on the basis of various curencies.

793, quarterly informathon required to be sent
within 15 days after each quarter :

79.3.1. capital adequacy calculstions ;

79.3.2. list of approved and utilized facilities classified
in accordance with duration , type of collaterals and
profit mies;

T9.3.3 . the oustanding letters of puarantee and
letters of credit on the basis of the clossification
recommanded by Bank Markazi ;

79.3.4. balance of the mm-:dfmﬂgummmq.rkﬂm.
crecits and deposits classified according o natural
and legal persoms, banks and countries .

794, information to be sent within M) days after
the end of each semi -nnmual perlods of ench
financial year :

79.4.1. balance shest;

79.4.2. profit and Joss account ;

T94.3. cash Nlow statement;

79,44, particulars of the chief and senior managers of
the Banking Units { branch munager and above § and
exchange dealers.

Note

The whole particulars of the said persons shall be sent
ot the end of the initial six-month period of the Banking
Units" aperations bt only the changes al the
subsequent intervals.

T9A5. facilities granted to persons subject of Armicles
63 und 64 of the Guoideline ,




79,5, information and statistics to be sent not later
than four months after the end of ¢ach fnancial
year:

1951, andited Mnuncial statements (including the
fitncial statements of the parent banks nd
institutions of the foreign branches);

79.5.2. copy of the inspectoe’s report;

79.5.3 report of the board of directors to the annual
general meeting of  banks and institutions ;

T9.54 , copy of the adopted decisions of the anmual
genernl meeting of banks mnd  institutions

Article B0

The off-share Banking Units shall send | ot the
specified time intervals, to Bank Markazi the
statistics and information detailed hereunder,

Note
If necessary, Bank Markazi shall send the relevint
forms to the off-shore Banking Units |

BO.1. weekly statistics and information :

BOLLL. statutory deposit stsements :

80.1.2. foreign exchanpe asset and liabilitics
stafements clossified according to the economic
ReCions

BLZ. monthly statistics and Information to be
senl not later than ten days after each month :
B0.2.1. genernl ledger abstract ;

80,22, assets and liabilities statements by countries
and customers . elassified nccording 10 notiral - and
legal persons and banks |




B0, quarterly Information to be sént nod ater
than 15 days after each guarter :

8031 cupitel adequacy. calculations;

BO3.2 lst of the approved and utilized loans and
facilifics classified on the basis of duraion { shosi-
term , medium-term and long - term J , tvpes of
collaterals and profir rafes |

B0.33, list of outstanding balance of leters of
puarantes and documentary credits on the basis of
the classification specified by Bank Markei ;
E0.3.4. balance of the received foreign currency
loans, facilities and deposits classied according o
natural and legal persons, banks and countries.
0.4, Information to be sent within 3 days aflter
the end of each hall - yearly periods of ench
financial year :

20,41, balance sheet ;

B4 2. profit and loss statement |

80.4.3. cash flow stutement ;

B80.4.4, personal partculars of the chiel’ and senpor
managers of the Banking Units (branch manager and
sbove ) and exchonge dealers |

Note

The whole particulars of the above persons shall be
sent at the end of the imitial six — month period of
the operation of the Banking Uniis, but only the
changes at the subsequent imervals .

BL4.5. facilities gramted o persons subject of the
Articles 63 and &4 above,




~B0.5. annual statistics and information (o be sent
not later than four months afier the end of each
finuncial year :

B0.5.1. andited financial statements { including  the
financuil statements of the parent banks and the
parent institutions of the foreign branches ) ;
B0.5.2. copy of the inspector’s report ;

80053, report of the board of directors to the annual
general meeting of the banks and institutions ;
B0.5.4. copy of the adopted decision by the annal
general meeting of the banks and institutions .

Article 81
Banking Units shall submit a copy of their aodited
financial statements o the respective Authonty

Article B2
Bank Markici shall receive other required

information , on a case - by - case basis, from the
Banking Units in the Zone .

Article 83

The statistics and information except financial
statements compiled and submitted by the Banking
Units in the Zone , inthe manners specified above |,
shall be regarded as confidential by Bunk Markaei
andd may be published only as the collective statistics
of the Banking Units, on the basis of classification
determined by Bank Moarkazi .

Article 84
The board of directors and the managing directors




of the hanks and institutions as well 05 the brunch
manggers shall be accountable o5 to the
guthenticity and conformity with the books. of the
statistics and nformation submitied 0 Bank
Markazi .

Article 85

At its own discretion, Bank Morkazi shall . m any
time , dispatch its inspectors o inspect the
scoounts and operations of the Banking Units |
representative offices and Money Changing Units in
the Zone . The managers and other officials of the
Banking Units , representative offices and Money
Changing Units are required o submit all the
documents and books necessary for such inspections
and provide the facility for the necessary and
sufficient investigations by the inspectors of Bank
Markas .

Article 86

In cases where instances of wrong - doing  or
breach of rules are detected through investigations
carried oot by Bank Markazi | the cases shall be
notified , o the discretion of Bank Morkazi , o the
concerned Banking Unit , representative office and
Money Changing Unil.,

Article 87

Upon receiving the results of the investigations
camied out by Bank Markazi | incases of wrong -
doing or breach of the rules . the concerned
Bunking Unit . representative office and Maoney
Changing Unit are obliged to send explanations
and justifications , along with the supporting

72




documents | to Bank Markazi | not later than the
demdline determined by the latter as the case
wirris . COtherwise , they are obligated 1o redress
the problem or undo the breach of rules before the
set deadline and notify Bank Markad of the resuls
of the measures tnken in this regard .

Article 88

Determination of the incidences of the breach and
the necessity of laking punitive measures |, in
‘uccordance with the relevant regulations, is vested
with Bank Markazi .

Article 89

The Money Changing Units are required to send |, not
later than the tenth day of the subsequent month ,
the monthly data of their total porchase and sale of
toreign currencies, godd and slver coins by the
forms provided by Bunk Markazi .

Article 50

The Money Changing Units are required 1o send to
the Authority , not later than twenty days after the
end of each relevant period , their balance sheets
und the profit and loss sccount as ot the end of cach
half-yearly period of their financial year,

Acrticle 91

The Money Chonging Units are required 1o send | to
Bank Markazi and the Awthority not later than four
months after the end of their finuncial year , their
annual audited financial sccounts, including  the
balance sheets , profit and loss accounts and cash
flow stalements .




Article 92

Bunk Markaer shall receive other necessary
infostmation , on & case - by -case bagis, from the
Money Changing Units in the Zone

Section 6 : General Reguolations

Article 93

The use of the names “bank ', “instinsion ™"

“ hranch of hank '", " beanch of institwtion ™ and

* representative office ™' in the Zones shall be
permissible solely upon compliance with the
provisions of the article 18 of the Act , the Regulations
and the Guidelines .

Mote 1

All the Banking Units and represcotative offices m
the Zone shall be subject to the provisions of the
Act , the Regulations , the Guideline and the
instmuctions of Bank Moarkax isssed in accosdance
with the relevant regulations

Note 2

The use of the name ¥ Money Changer ™ in the
Zone shall be permissible solely  upon compliance
with the provisions of the Guidelines and all the
Maoney Changing Units are required o comply with
the provisions of the Guidelines and the nstructions
of Bank Markagi , a5 issved in sccordance with the
relevant rulbes and regulations .




Article 94

Prior 1w the appoimment of each member of the
board of directors |, the governing board | the
manpging director and the deputy monagring
director, all banks and institutions in the Zooe are
required 1o obtain the necessary appeoval as (o the
professional qualifications and competence of the
snid persons

Note

“The munagess of the branches of banks and
institutions and managers of the representive
offices in the Zones are also required to be
confirmed as to their professional gualifications
nnd competence by Bank Markoei .

Article 95
Those convicled of theft |, bribery , emberzelment ,

breach of trust, swindling . forgery , drawing of
bounced cheques . fraudulent bankruptey or fraud |
whether the verdict is issued by a domestic or a
foreign courtor the convict is either the main
culprit or an abettor in & crime , shall be barmed
from taking churpe, whatever the position, of the
Banking Units

Article ™
Unbess authorized by Bank Marksz:, the managers

baitks and institutions a5 well as the manapers
branches of banks amnd institutions are not
mliﬂuimhnldm:,ruhammapuaiﬁminuﬂﬂ




hanks or mstifutions in the Zopes .

Acrticle %7
The working hours of the Banking Units shall be
determined by the relevant Auothority,

Article 98

In order o facilitate the exchange of cheques and
the banking documents, a cleaning house shall be
established opon approval of Bank Markazi | by the
Banking Units in the Zones. whose expenses shall
be borme by the said units |

Article %9

Banking Units 10 each of the Zones are entitled to
establish a bankers' association and wsume its
membership. Such associations enjoying legal stars
and financial independence, shall be managed in

aceordance with the provisions of o charter 10 be
endorsed by Bunk Markazi .

Article T(d)

The banks and institutions in the Zones are required
o have their financial statements certified by the
auditors and approved by their respective genernl
meeting, not later than foor months after the end of
the financial yeoar. and secure the issuance of the
said seatements al least in a local newspoper { if such
a newspaper exasts )as well a5 in a widely -
circubuted newspaper throaghout the country , not
later than six momths after the end of each
financial year .




Article 101

All banks and Money Changing Units are required
1o notify  Bank Markazi of the date and agenda of
their respective general meeting , of Jeast ten days
prior to the date of the said meeting , and send ,
subsequently . to Bank Markazi the decisions
adopted at that meeting .

Artiche 102

Any breach of the provisions of the Act |, the

- Regulations , the Cuidelines and the instructions of
Bank Markazi which are issued on the basis of the
provisions of the Banking Lows or the by - laws
thereof shall be subject 1 the penalties provided by
the Aricle 43 of the Mobetary and Banking Law. of
Iran .

Mol

The competent authority  for investgating the
offences subject of this Article and issuing ruling for
the due disciplinary penalties shall be the Banks®
Disciplinary Board subject of Aricle 44 of the
Monctary and Banking Law

The ruling issued by the Disciplinary Board maybe
reviewed |, within ten days from the date of
nodification, by the Curmency and Credst Couneil aned
the ruling by the said Council shall be final .

Article 103

In the following coses the management of a bank or
an dnstiiuton i the Zone may be assigned o Bank
Markazi or other arrangements can be made for
mansgement of the bank :




103.1. &t the request of the competent suthorities of
the hank of instifution .

103.2. in coses where abank or an institution cease
W8 activities , in viclation of the provisions of the
Act | the Regulations and the Gundelines for a
period exceeding one week .

103.3, in cases where a bank or institution opersics
in violation of the provisions of the Act | the
Regulations , the Guidelines , the regulations of Bank
Markiri or in contravention of its own approved
articles of association

103.4. in cases where the selvency of & bank or
institution 15 in jeopardy or has come to & naught |

Note

Assignment of the management of a bank or an
institution o Bank Markazi or their administration
through other arrangements shall be carried out in
pecopdnnce with the provisions of Articles 39 anc 40
of the Mongtary and Banking Law |

Article 104

From the date of the commencement of their
operations , Bunking Units shall be constamly
inspected and audited by independent auditors ,
certified by Bank Markazi . To this effect, Bank
Markiter shall communicate the list of its certified
auditors o the Banking Units so that each of them
could  select their own  auditor.

Should the Banking Units intend to choose an
auditor other than those contamed in the list of
certified noditors as announced by Bank Markaa |
the formess shall propose 1o Bank Markasi the




intended anditor , along with hisher name and

particulars . Bank Markazi shall , not Ister than a
month after receipt of the proposal by the Bank
Unit , declare its views on the proposed auditors .

Article 105

The methods of keeping the papers | docoments
and books , the manner of imvestigating the
offences , procedures for dissolwion and bankruptcy
and revocation of (he establishment permit of the
Banking Units and the other issues unforseen in the
Guidelines shall be subject 1o the provisions of the
Monetary and Banking Law ratified in 1972,







