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Emblem of Bank Sepah
Bank Sepah
Explanatory notes of financial statements
For the Financial Year ended 20 March, 2024

1) Bank Introduction

1.1 History of Activity

The group includes Bank Sepah, national 11D number 10862064732 and its subsidiaries and affiliated companies as described in
the explanatory note No. 1-7-8 of the financial statements. Bank Sepah was established in May 1925 and its Articles of
Association were approved by the General Assembly of Banks on July 15, 1980 and registered by Department for Registration of
Companies under No. 4293, national ID No. 10862064732. The new Articles of Association was notified to the bank according
to the approvals No. H-58249-T/90147 dated Aug. 20, 2022 and H-60536-T /30868 dated May 15, 2023 of the Board of

Ministers. The main headquarters of the bank is located at Negin Sepah Tower, Dadman Blvd., Nelson Mandela Hwy., Argentina
Sq., Tehran, Iran. Postal code: 1519662840.

1.2. Main actvity of the bank
According to article (4) of its Articles of Association, the bank's activity is to perform all banking operations within the

framework of the monetary and banking regulations of the country, and its affiliated companies mainly operate in the fields of
IT, investment and banking.

1.3% Number of branches
The number of bank branches during the fiscal year is as follows:
March 20, 2024 March 20, 2023

End of year Average End of year Average
Branches of Tehran province 456 483 518 551
Branches of other provinces 2,505 2505 2,600 2,600
Branches of free zones 30 33 37 39
Branches abroad 3 3 3 3

2994 3,074 3,158 3315

Average means the monthly average of the reported year.
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| It is worth mentioning that 3,989 people (previous year 4,324) are working in the bank subject to contracting party's manpower
i supply companies.
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- f Explanatory notes of financial statements
= ” § For the Financial Year ended 20 March, 2024
3 83
S o
£ < =2 14.  Employment status
ARE £ L.5. The number of employees of the group and the bank during the fiscal year was as follows:
R
g ¢ E March 20, 2024 March 20, 2023
g £ 95 End of v Average End of v
- 8 a e -nd or yecar Average .nd of year ,\\Lf.lg(
jg = g - Iead office and supervisoress 23,991 21,984 20,109 19,257
o a E Branches of Tehran province 4,641 4,661 4826 4,989
i ﬁ 5 Branches of other provinces 22,665 22,650 23.245 23,661
-g = s Branches of free zones 245 244 270 248
g £ Branches abroad 2 2 2 3
g 51,544 49,541 48,452 48,158
!
el
\.'- Average means the monthly average of the reported year.
oo 2. New and revised accounting standards
é) - 2.1 Accounting Standard 43, entitled Operating income from contracts with customers, is valid for all financial statements
S e whose period starts from March 21, 2025 and afterwards. The objective of this standard is to establish principles for
‘\ reporting useful information to users of financial statements about the nature, amount, tming, and uncertainty of
. operating income and cash flows resulting from a contract with a customer. To achieve this goal, the business entity
“5 must recognize operating income in such a way that it represents the transfer of goods or services committed to
customers in the amount for which the business entity expects to be entitled to those goods or services. The recognition
2 and measurement requirements of this standard are also applicable to other income earned in the course of normal
A 4 activities, including other non-operating income. Based on the evaluation of the management, the requirements of the
q' n
1

mentioned standard will not have a significant impact on the consolidated and separate financial statements.
3. Basis of preparation of financial statements
The consolidated and separate financial statements of Bank Sepah have been prepared according to the accounting standards and

regulations of the Central Bank of the Islamic Republic of Iran. The details of the accounting procedures, including the changes
made during the year, are presented in notes No. 5 to 8.

4. Operational and reporting currency
The items of consolidated and separate financial statements of Bank Sepah have been measured using the currency of the main
economic environment where the bank operates, which is rials. These items are presented on the basis of millions of rials for
purposc of better understanding, unless it is explicitly mentioned in the financial statements or explanatory notes.
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6. Fundamentals of measurement used in the preparation of financial statements

o
3
o
[
o
o
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g €
o . .
B R For the Financial Year ended 20 March, 2024
3 83
g £ 5 . . .
g § = O 5. Management judgments in the process of applying accounting procedures and estimates
t b 5 S In preparing the financial statements, the bank management has used judgments, estimates and assumptions in determining the amounts
3 s % & identified in the financial statements. Actual results may differ from estimates. These estimates and underlying assumptions are based on
g 2 ': .g historical records, and the management continuously revises them through comparison with actual events. The main areas where the
c . .
- 8 82 management uses judgments and estimates are as follows:
$§ 5 95 5.1. Measurement of pension benefit obligations (main actuarial assumptions
2 Q3 x 4 pe £ato1 Fassump
ué': 23 5.2. Identification and measurement of potential reserves and habilities
= g S 5.3. The calculation of the reserve for doubtful receivables is based on the time factor by examining the customer's situation and the
2 & industry involved in it.
: i ke s
3 5.4. Employees' end of service reserve
o
_§f§ Bank Sepah consolidated and separate financial statements have been prepared based on historical cost, and in cases where values other than
§ historical cost have been used, they have been disclosed in the relevant accounting procedures.
o 7. Main Accounting Procedures
N 7.1 Base for consolidation
g e LY, The consolidated financial statements are the result of aggregating the financial statement items of Bank Sepah and its subsidiarics subject to
2 Ol consolidation as described in the note table (7-1-8), after removing transactions and balances of intra-group accounts and unrealized profits and
:;). = losses resultng from transactions made by and between parties; also, the equity value method is applied to affiliated companies, which the above
3 -

named bank has no equity value. It is noted that other affiliated companies and all affiliated companies have been consolidated with the bank's
financial statements through the consolidated financial statements of Omid Investment Management Company and Sepah Financial Group.

712 In the case of affiliated companics acquired during the year, the results of its operations from the date when its control is effectively transferred to
the main company, and in the case of affiliated companies transferred, the results of its operations until the time of transfer are considered in the
consolidated profit and loss statement.

7.1.3. Consolidated financial statements are prepared using the same procedure for similar transactions and other events that occurred under the same
circumstances.

7.1.4. When the group loses the affiliated control, a profit and loss is recognized in the consolidated statement of profit and loss, which is the difference
between: 1) total fair value for receivables and the fair value of any remaining interests; b) the book amount of net assets including goodwill on the
date of loss of control is calculated as a deduction of profits without the right of control and is attributed to the Owness’ of the main company. All
amounts previously recognized in other comprehensive income related to that affiliated are accounted for in the same manner as when the Group
directly disposes of the assets and liabilities of the affiliated. The fair value of any remaining investment in the former affiliated at the time of loss of
control is considered as the initial recognition price for the subsequent accounting of the investment.

7.1.5.  The effects of treasury stock transactions of the affiliated company
If the affiliated company buys and sclls its shares, duc to the change in the ratio of Owners” equity held by non-controlling interests, the book
amounts of controlling interests and non-controlling interests are adjusted in the consolidated financial statements. The difference between the
adjustment amount of non-controlling interests and our fair value for payment and receipt is recognized directly in the Owners equity rights under
the heading of treasury stock transactions of the affiliated company and autributed to the Owner of the main company.

7.1.6. Effects of transactions with non-controlling interests
A change in the ownership interests of an affiliated that does not result in a loss of control is considered an Owners” equity transaction. In these
circumstances, any difference between the non-controlling interest adjustment amount and our fair value for payment or receipt is recognized
dircetly in the Owners” equity rights of the business entity and attributed to the Owners of the business entity,
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72. Investments
7.21.  Measurement method

Emblem of Bank Sepah
Bank Sepah

Explanatory notes of financial statements
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Group consolidaton

Bank

Long term investments

Investment in subsidianes

Subject to consolidation

Cost price less accumulated value of cach of investments

Investment in affiliated companies

Special value

Cost price less accumulated value of each of investments

Other long term investments

Cost price less accumulated value of each of investments

Cost price less accumulated value of each of investments

Current investments:

Quick investment in the market

Cost price less accumulated value of each of investments

Cost price less accumulated value of each of investments

Other current investments

Cost price less accumulated value of each of investments

Cost price less accumulated value of cach of investments

1:2.2.

Interbank Markert Trading (Repo)

In the implementation of the provisions of the interbank market mstructions regarding the application of the repurchase agreement in
accordance with Sharia in the rial interbank market (repo) No. 99/74099 dated June 08, 2020 of the Central Bank of the Islamic Republic of
Iran, the purchase and sale of securities issued by National Treasury including Islamic treasury documents and types of drafts are done based
on the provisions of the above instructions, including sales contracts, purchase option contracts and sales option contracts.

7.23.  Income identification
Group consolidation Bank
Investment in subsidiaries | Subject to consolidation At the time of approval of profit by the general meeting of
sharcholders of the investung company (up to the date of
approval of financial statements)
Investment  in  affibated | Special value method At the time of approval of profit by the general meeting of
companics sharcholders of the investing company (up to the date of
approval of financial statements)
Other long term [ At the ime of approval of profit by the general meeting of | At the ume of approval of profit by the general meeting of
investments & - current | shareholders of the investing company (up to the date of | sharcholders of the investing company (up to the date of balance
nvestments balance sheet) sheet)
Investment  in stock | At the time of realization of the guaranteed profit | At the time of realization of the guaranteed profit (according to
exchange (according to the effective interest rate) the effective interest rate)
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7.3.2,

Assets

Building and installations 25- year
Office furniture & equipment
Computer equipment & deposits of credit lines 3- year

Vehicles

7.34.

7.4.

7.4.1.
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Fixed tangible assets

Tangible fixed assets are recorded in the accounts on the basis of the cost price, with the exception of the item listed in note 2-3.7.
The costs of improvement and major repairs that cause a significant increase in the capacity or useful life of fixed assets or a
substantial improvement in the quality of their performance, is considered as capiral expenditure and is depreciated durnng the
remaining useful life of the relevant assets. Minor maintenance and repair costs that are carried out in order to maintain or restore
the expected economic benefits of the business unit to the extent of the initial assessed performance standards of the asset, are
considered as current costs when they occur and are included in the profit and loss account for the year.

The immovable property of the bank (including building land and goodwill) is reflected in the accounts based on revaluation.
Revaluation was carried out in 2019 with the help of bank experts. The revaluation amount has been transferred to the capital
account of the bank based on the provisions of article (14) of the law "Maximum use of production and service capacity of the
country and protection of Iranian goods".

Depreciation of fixed assets of affiliated companies and banks is calculated according to the table of depreciation subject to Article

149 of the amendment approved on July 22, 2015 of the Direct Taxes Law approved in March 1988 and based on the following rates
and methods.

Depreciation rate Manner of depreciation
Direct

4-5-6-10 ycar Direct

Direct

35-30-35 percent Descending

For assets which are acquired and exploited during the month, deprediation is calculated from the first day of the next month and is
included in the accounts. In cases where any depreciable assets are not used for more than six consecutive months within a fiscal

term, being ready for exploitation due to holiday or other causes, the depreciation rate for this period is 30% of the depreciation rate
shown in the rables above.

Goodwill

Commercial combinations are calculated using the study method. Goodwill, based on the surplus of "the sum transferred to the fair
value on the acquisition date, plus the amount of any non-controlling interest in the acquired entity, and the fair value of the
acquiring entity's previous Owners’ equity interests in the acquired entity on the acquisition date (in staged combinations) are
measured on the net amounts of identifiable assets acquired and liabilities assumed on the date of acquisition, and are depreciated on
a straight-line basis over 10 years.

If, "the net amounts of identifiable assets acquired and liabilities assumed on the date of acquisition are in excess of our sum for the
transferred to the fair value on the date of acquisition, the amount of interests without the right of control in the acquired unit and
the fair value of the previous Owners’ equity interests of the acquiring unit in the acquired unit on the date of acquisition (in phased
combinations), the said surplus, after re-examination of the correct identification and measurement methods of the above items by
the acquiring business unit, on the date of acquisition in the consolidated profit and loss statement as the purchase profit is
recognized below the price and attributed to the acquiring unit.

Non-controlling interest on the date of acquisition is measured by a proportional share of the recognized amounts of net identifiable
assets of the acquired unit.

Financing expenses

Financing expenses are recognized as expenses in the period of occurrence, with the exception of expenses that are directly
attriburable to the acquisition of qualified assets.
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7.6.

A

Intangible assets

[ntangible assets, with the exception of the goodwill of the place of business (reflected in the accounts by revaluation method) are
recorded in the accounts based on the cost price. ‘The goodwill of the place of business is not depreciated and the impairment test 1s
performed at the end of each fiscal year and if needed, the necessary reserve is considered, operational and administrative software
are also depreciated in a direct and 5-year way.

Recognition of income from granting facilities, Commissions and deposits

According to the resolution of the meeting No. 1248 dated May 22, 2018 of the Council of Money and Credit, notified by the
circular 97/96778 dated June 17, 2018 of the Central Bank of the Islamic Republic of Iran, the recognition of the interest of the
facilities granted is based on accrual method. Also, according to Circular No. 94/258020 dated Nov. 30, 2015, accrual income has

not been recognized for the doubtful category. Therefore, the method of identifying the bank's income is as described on the next
page. t
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R @
, 'f é Category Coefficient
7 < Overdue category 10 percent
g § Deferred Category 20 percent
g @ § Doubtful category (according to customer's payment ability) 50 to 100 percent
3 B § 3. For facilities that have been overdue for 5 years or more from their principal and interest payment due date, a dedicated reserve
2 - X 2 equal to 100% is considered (regardless of collateral value).
8 & £
L« © o . . - ; 5 . i
Z 2' = g The management has not applied any judgment outside the framework of the aforementioned circular in the financial statements.
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Explanatory notes of financial statements
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7.11. Claims from the government
The imperative facilities granted based on the guarantee of Iran Management and Planning Organization are classified as claims from the
government in the following conditions.
4. Deferred granting facilities due to the borrower's inability, the failure to pay the related collateral or the ineffectiveness of the bank's
actuons for collection.
b.  Overdue facilities related to the implementation of capital assets acquisition plans
Facilities granted to ministries and government institutions
Funds paid by the bank for repurchasing bonds under the government guarantee at maturity and payment of interest coupons.
¢.  Losses and damages of Zarin Persia Omid International Trade Development Company due to the purchase of basic goods in the
implementation of the Targeted Subsidies Plan based on the approval No. H-49406-T/159012 dated Jan. 04, 2014 of the Board of
Ministers on account of claims from the government.
7.12. End-of-Service Allowance Reserve for personnel
The end-of-service allowance reserve for the personnel is calculated equal to one month the latest fixed salary and benefits of per
year service and included in accounts.
7.13.  Personnel Retirement Benefits Obligations (Actuary)
Bank employees are covered by the retirement fund, pension, disability fund of banks, and the retirement, pension and disability
salaries of the employees are paid through the said fund. According to Article 29 of the mentioned fund, it is the responsibility of the
banks to cover the deficit of the fund. Accordingly, the obligations for the retirement benefits of the employees, which are calculated
based on the actuary at the end of each year (or in case of significant changes in the actuarial assumptions at the time of the change),
are determined and the necessary reserves are included in the accounts, as well as the contractual employees according to the labor
law. The Bank is covered by the social security fund.
7.14.  Deposit Guarantee Fund
According to the regulations on the amount and method of receiving the membership Commission in the deposit guarantee fund (including
the approval letrer No. 100998 t 548367 dated July 24, 2013 of the Board of Ministers and its subsequent amendments, sealed with the
approval letter No. 96894 t 59345 dated November 20, 2021 of that board and letter No. 1402/308 dated March 3, 2024, Deposit Guarantee
Fund) 1s calculated and credited to the account of the said fund.
7.15.  Non-Current Assets Held for Sale
Non-current assets (unit sets) whose book value is recovered mainly through sales and not continuous use, are classified as non-current assets
held for sale. These conditions are met only when the non-current assets (unit sets) are ready for immediate sale in their current state, only
according to the conditions that are customary and usual for the sale of such assets, and its sale is very likely and there is an appropriate level
of management is committed to the implementation of the plan for the sale of non-current assets (unit sets) in such a way that the conditions
for completing the sale are expected to be met within one year from the date of classification, with the exception of cases that are beyond the
control of the company's management
1. Non-current assets (unit sets) held for sale are measured at the lower of book value and net realizable value.
b. Loss from devaluation of non-current asscts
7.16.1. At the end of each reporting year, if there 1s any indication of the possible decrease in the value of the assets, a devaluation test 1s
performed. In this case, the recoverable amount of the asset 1s estimated and compared with its book value. If it is not possible to
estimate the recoverable amount of a single asset, the recoverable amount of the cash generating unit to which the asset belongs is
determined.
7.16.2. the devaluation test of intangible assets with an indefinite useful life is performed annually regardless of the presence or absence of
any indication of possible devaluation.
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7.16.3. The recoverable amount of an asset is the sales value minus the sales expenses or the economic value, whichever is higher.
Economic value is equal to the present value of the future cash flows from the asset using a pre-tax discount rate that represents the time
value of money and the risks specific to the asset for which the estimated future cash flows have not been adjusted.

7.16.4. Only if the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset or (Cash Generating
Unit) is reduced to its recoverable amount and the difference is recognized as devaluation loss immediately in the profit and loss
statement, unless the asset is revalued; in this case it will lead to a reduction of the excess amount of revaluation.

7.16.5. In case of an increase in the recoverable amount from the time of identification of the last language that indicates reversal of asset
devaluation loss (cash generating unit), the carrying amount of the asset will increase up to the new recoverable amount, at most up to the
carrying amount assuming no devaluation loss was recognized in the previous years. Reversal of asset devaluation loss (Cash Generating

Unit) is also recognized immediately in the profit and loss statement unless the asset is revalued.
7.17. Income Tax

Tax cost

7.17.1. The tax cost is the sum of current and transfer taxes. Current tax and deferred tax are reflected in the statement of profit and loss,

except in cases where they are related to items recognized in the statement of profit and comprehensive language or equity, which are
respectively recognized in the statement of comprehensive profit and loss or directly in equity.
Transfer tax

7.17.2. Transfer tax is calculated based on the temporary difference between the book value of assets and liabilities for financial reporting
purposes and the amounts used for tax purposes.

At the end of the reporting period, in order to ensure the recovery of the carrying amount of deferred tax assers, the probability of
taxable profit in the foreseeable future for the recovery of deferred tax assets is evaluated and, if necessary, the carrying amount of said

assets is deducted up to the recoverable amount; such a reduction will be returned if the existence of taxable profit is sufficiently
probable.
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2 w o For the Financial Year ended 20 March, 2024
3 2 9
e £ = . ;
£ X2 7.18. Materials and goods inventory
S o “-:; = The inventory of materials and goods 1s evaluated at the "lower cost and net sales value" of each item. If the cost price is higher than the net
= g‘ < % sales value, the difference is recognized as a decrease in inventory value. The cost price of inventories (with the exception of the method of
2 g WP evaluating goods in the course of construction and manufactured by Sepah Publishing Company, which is the sales value after deducting the
S 5 E £ conventional profit), is determined by using the following methods.
55092 Method
“:': 2 :g-. Raw materals and packaging Varnable weighted average
= 8% Product under construction Average annual production price
2 = = g P P
& s Manufactured product Weighted average
< . N
o 3 Spare parts and accessories Weighted average
E

7.19. Currency exchange

s, 7.19.1. Domestic accounts

° Currency monetary items are converted at the official exchange rate (determined by the Central Bank of the Islamic Republic of Iran) on the
.'E' N date of the statement of financial position, and non-monetary items that are recorded at historical cost in terms of currency are converted at
3 % the official currency rate on the date of the transaction. Differences resulting from the settlement or exchange of monetary items are
;:\). :Q recognized as income or expense of the period of occurrence and reported in the profit and loss statement. According to Circular No.
b -

03/6492 dated April 6, 2024, the overall management of regulations, banking licenses and anti-money laundering of the Central Bank of the
[slamic Republic of Iran, monetary items, foreign currency assets and liabilities of banks and non-bank credit institutions for financial
reporting in March 2024 based on the payment-order purchase rate ETS (Electronic Transfer System), Iran's currency and gold exchange
center, was priced, following accounting standards, on March 20, 2024.
7.19.2.  Accounts arising from foreign operations
The assets and liabilities of foreign branches are exchanged at the exchange rate on the date of the statement of financial position, and their
incomes and expenses are exchanged at the exchange rate on the date of the transaction. All resulting exchange differences are recognized in
the comprehensive profit and loss statement and classified under the title of Owners equity rights in the statement of financial position. In
addition, the differences in the exchange rate of monetary items, which are a part of the net investment in foreign operations, are recognized
in the comprehensive profit and loss statement and are classified under the title of Owners equity rights in the financial statement until the
investment is transferred. Also, according to the Circular No. 03/6492 dated April 6, 2024 of the General Management of Regulations,
Banking Licenses and Combating Money Laundering of the Central Bank of the Islamic Republic of Iran, the basis for the valuation of
monetary items of assets and liabilities of branches abroad with the announced rates above the valuation and the resulting difference in
Owners equity rights have been given as currency exchange of foreign operations.
7.20. Treasury shares
7.20.1.  Treasury shares are wdentified by the cost method and are presented as a reducing figure in the equity section of the financial
statement. At the time of buying, selling, issuing or canceling the company's proprietary instruments, no profit or loss is recognized
in the profit and loss statement. The amount paid or received should be identified directly in the owner equity section.

l’ 7.20.2. When treasury shares are sold, no amount is recognized in the profit and loss statement and the comprehensive profit and loss

! statement, and the net difference between the sale amount and the book amount is recognized and recorded in the account
"Deduction of treasury shares".

7.20.3.  On the reporting date, the debtor's balance in the "use (deduction) of treasury shares” account is transferred to the accumulated

profit (loss) account. The creditor's balance of the said account up to the amount of deduction of the treasury shares previously
assigned to the accumulated profit (loss) account, to that account and the remainder as "treasury shares” in the form of financial




i 659420
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status in the property nghts section, and at the time of the sale of all treasury shares, it is transferred to the accumulated profit (loss)
account.

7.20.4. When only a part of the treasury shares 1s transferred, the book value of each treasury share is calculated based on the average cost
price of the treasury shares.

7.21. Other items in the notes to the financial statements

Due to the large number of items in some accounts, a part of the items of cach note has been reported under the title of "other". The items

listed under the heading "Other" contain less important items in terms of content, and the limit of the amount of this heading is up to 10% of

the total amount of that note. Also, the number of items of this has also been disclosed.

8.  Change in accounting procedures

The accounting procedures mentoned in note 7 have been presented in the financial statements by observing the consistency of the
g Y g )
procedure in all the reported periods.
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26-4-1- Of the mentioned amount, the amount of 75,816,722 million rials is related to brokerages, the amount of
15,125,833 million rials is related to Bank Keshavarzi, the amount of 12,298 266 million rials is related to Bank Tejarat,
the amount of 399,708 million rials is related to Tourism Bank, the amount of 761,608 million rials related to Bank
Parsian, the amount of 2,882 479 million rials related to Bank Sarmaye, the amount of 310,406 million nals related to
Bank Melli Iran, the amount of 69,142 million rials related to Bank Eghtesad Novin, 510.307 million rials is related to
Maskan Bank, 320.180 million rials is related to Bank Day and the rest is related to other domestic banks.

26-4-2- Of the mentioned amount, the amount of 12,355,417 million rials is related to Bank Sepah Internatonal Ple,
London (BSIP), the amount of 170,955,507 million rials is related to EIH Bank, the amount of 40,559,369 million rials
is related to Bank Melli of Iran branches abroad, the amount of 2,563,326 million rials is related to foreign currency
deposits of branches abroad with foreign banks and the rest is related to other foreign banks.

26-4-3- Of the said amount, 57,981,221 million rials is related to the foreign currency term deposit with Sepah
International plc, London (BSIP) and the rest is related to other banks.

26-5- Balances with banks that have withdrawal restrictions (time limit and other restrictions) are classified in the
section of “claims from banks” (Note 27-3).
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