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1. LCR REQUIREMENTS AND DISCLOSURES

In November 2010, the Basel committee introduced the liquidity coverage ratio (LCR) as part of their
guidelines to improve banks’ ability to withstand temporary stressed liquidity conditions. The LCR requires
banks to hold high quality liquid assets (HQLA) consisting of cash and assets that can be easily converted
into cash, in order to meet their projected liquidity needs over a 30-day stress scenario. Implementation
of the LCR provides banks a cushion of cash in the event of a financial crisis and allows their national
supervisors time to take corrective action to resolve the liquidity crisis in an orderly manner. Expressed as
a percentage, the LCR is calculated by dividing the bank’s HQLA with the projected net cash outflows over
a stressed 30-day timeframe.

For more information regarding liquidity analysis and management, see the Financial Statements:

e Liquidity ratios table within note 52-4-5-2

e Asset/liability maturity analysis within note 52-4-5-3

e Analysis of contractual maturities of financial liabilities within note 52-4-5-4

e  Maturity breakdown of FX liabilities within note 52-4-5-4-2

e The Bank’s liquidity crisis management strategy is explained within note 52-4-6

2. KEY COMPONENTS OF THE LCR

The key components of the Bank’s LCR include the amount and composition of HQLA assets, as well as
cash inflows and outflows, stemming primarily from changes in deposits, credit facilities and the Bank'’s
securities portfolio.

The Bank’s LCR was 55.2% for the financial year ending 20 March 2024, as per the table below.



March 20, 202¥

High-Quality Liquid Assets weighted
Level 1 Assets 43,883,021
Level 2A Assets 0
Level 2B Assets 0
Total HQLA 43,883,021
Cash Outflow Amounts

Retail Deposits 10,497,283
Wholesale Deposits 145,339,435
Other Dues Within 30 Days 22,998,431
Other Funding and Commitments 5,952,161
Total Cash Outflow 184,787,311
Cash Inflow Amounts

Retail and Wholesale Cash Inflows 28,907,992
Cash inflows from financial institutions® 42,441,056
Other Inflows 33,918,274
Total Cash Inflow 105,267,322
HQLA Amount 43,883,021
(ine. 75% Cap On Inflows) 70519989
LCR 55.2%

3. COMPOSITION OF HQLA

MEB identifies HQLA in accordance with Basel 3 guidelines, which classify HQLA into three groups: Level
1 assets, Level 2A assets and Level 2B assets.

e Level 1 assets include cash, qualifying central bank reserves and certain qualifying marketable
securities by sovereigns and central banks.

e Level 2A assets are subject to a 15% haircut and (together with Level 2B assets) may not exceed
40% of total HQLA. These assets include certain securities issued by government-sponsored
enterprises and other government/central bank securities that do not qualify for Level 1 HQLA.

e Level 2B assets include certain corporate debt securities and publicly traded common equities.
These assets are subject to a 50% haircut and may not exceed 15% of total HQLA.

For more information, refer to “Liquidity Risk” within notes 52-4 of the Financial Statements.

4. FUNDING SOURCES

The Bank funds its assets primarily through retail and wholesale customer deposits. We consider the
majority of our deposits to be a stable, low-cost and consistent source of funding. The Finance Department
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manages the Bank’s day-to-day financing needs and may under stressed market conditions resort to fund
its liquidity requirements through interbank loans or by borrowing against its statutory reserves with the
CBI. The Bank’s government and corporate bond portfolio acts as a secondary source of funding. The Bank
can sell such securities on the secondary market to generate additional liquidity in times of distress. For
more information regarding funding sources, see note 52-4-5-1 of the Financial Statements.

5. FOREIGN CURRENCY MANAGEMENT

Due to the prevailing economic environment in Iran, both our HQLA and net cash outflows are mainly in
Iranian Rial.

e Forinformation regarding the Bank’s term investment deposits based on currency, see note 34-1
of the Financial Statements.

e For details concerning the movements of foreign currency investment deposits, see note 34-1-4
of the Financial Statements.

e For maturity breakdown of the bank’s foreign-currency denominated liabilities, see note 52-4-5-
4-2 of the Financial Statements.

e Note 52-5-5 of the Financial Statements illustrates the status of the Bank’s assets and liabilities
denominated in foreign currency as of 20 March 2024.

6. LIQUIDITY MANAGEMENT

The Bank takes a comprehensive approach to liquidity management to ensure it can sustain higher-than-
expected net cash outflows, even under stressed conditions. The Finance Department monitors and
manages the Bank’s liquidity position on a day-to-day basis whilst the Bank’s ALCO committee governs
liquidity risk as a whole. The committee members meet on a weekly basis to update senior management
and provide recommendations on liquidity related matters, including weekly fluctuations in the LCR. The
Bank’s liquidity risk framework comprises policies and practices, valuation procedures and stress-testing
models maintained by the Risk Management Department. For more information on the Bank’s various
liquidity ratios apart from the LCR, see the “Liquidity ratios” table within note 52-4-5-2 of the Financial
Statements.



