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14. Other liabilities
2007

$’000

 7,218
5,889

13,107

Sundry creditors
Corporation Tax

2006
$’000

9,754
7,600

17,354

15. Subordinated loan
On 15 November 2001 Melli Bank plc issued unsecured subordinated floating rate loan notes to Bank Melli Iran of 
$75,000,000. The interest on the loan notes is based on US dollar Libor plus a margin and is repayable in full on  
15 November 2050 or at five years notice from the loan note holder.

On 16 March 2006 Melli Bank plc issued Class A unsecured subordinated floating rate loan notes to Bank Melli Iran of 
$37,543,000. Interest on the loan notes is based on US dollar Libor plus a margin and the loan notes are repayable in full 
on 16 September 2050 or in whole at thirty days notice from Melli Bank plc or in whole or in part at five years notice from 
the loan note holder. On 16 March 2006 Melli Bank plc issued Class B perpetual subordinated floating rate loan notes 
to Bank Melli Iran of $43,687,000. Interest on the loans is based on US dollar Libor plus a margin and the loan notes are 
repayable in whole at thirty days notice from Melli Bank plc. Melli Bank plc is under no obligation to redeem the Class B 
notes at any time and the Class B note holders have no right to call for redemption of the notes. 

At 31 December 2007 the effective interest rate paid on subordinated loans was 5.94% (2006 6.12%).

13. Customer accounts
2007

$’000

38,162 

4,418 
9,694

 
52,274 

Repayable on demand
With agreed maturity dates or periods of notice, by remaining maturity:
	 3 months or less but not repayable on demand
	 1 year or less but over 3 months

2006
$’000

84,426 

11,734 
14,256

 
110,416 

At 31 December 2007 the effective interest rate paid on customer accounts was 2.41% (2006 3.55%).

2007
$’000

68 
153,061
300,000

453,129 

68 
192,717

-

192,785 

Authorised
50,000 Ordinary shares of £1 each
225,000,000 Ordinary shares of $1 each
300,000,000 Ordinary shares of €1 each

Allotted, called up and fully paid
50,000 Ordinary shares of £1 each
192,717,499 Ordinary shares of €1 each
225,000,000 Ordinary shares of $1 each

16. Called up share capital
2006

$’000

74 
170,648 

-

170,722 

74 
-

170,648

170,722 

On 31 October 2007 225,000,000 issued shares each of $1 nominal value were cancelled and replaced by the issue of 
158,334,102 shares each of €1 nominal value. The conversion was carried out at the market exchange rate so as to 
maintain the capital value of the Bank.

On 13 December 2007 reserves of the Bank amounting to €34,383,397 were utilised to issue 34,383,397 fully paid up 
shares each of €1 nominal value.
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2007
$’000

37,228 
(2,845)
34,507 

(264)
(34,383)

34,243 

497 
(968)

(471)
 

33,772 

Profit and loss account

Balance brought forward
Impact of foreign exchange movements
Retained profit after taxation 
Movements recognised through the statement of recognised gains and losses
Reserves capitalisation on 13 December 2007 (2006 Dividend paid)

Profit and loss account balance carried forward

Available for sale reserve

Balance brought forward
Movements recognised through the statement of total recognised gains and losses

Available for sale reserve carried forward

Total reserves

17. Reconciliation of Movements in Shareholders Funds
2006

$’000

60,765 
(2,939)
41,594 

(584)
(61,608)

37,228 

843 
(346)

497 
 

37,725 

18. Contingent liabilities and commitments

Included in the contingent liabilities is €12.3million (2006: €33.7million) in respect of acceptances and letters of credit 
issued or confirmed by the Bank. Of this amount, letters of credit amounting to €1.8million (2006: €3.5million) have 
been issued by the branches of the parent company.

Other contingent liabilities in existence at 31 December 2007 amounted to €20.5million (2006: €35.7million) in respect 
of letters of guarantee issued by the Bank, of which €15.0million (2006: €25.0million) related to our parent company. 

Undrawn commitments at 31 December 2007 amounted to €197.1million (2006: €237.8million). 

The annual commitment under a fifteen year, non-cancellable, property operating lease was €0.9million  
(2006: €0.9million).

On 13 December 2007 reserves of the Bank amounting to €34,383,397 were 
utilised to issue 34,383,397 fully paid up shares each of €1 nominal value  
(see note 15) so further strengthening the Bank’s capital base. 

There were no movements in shareholders funds other than those detailed 
above and set out in note 16.



45 4545

19. Pension scheme
Until 31 July 2004 the company operated a pension scheme providing benefits based on final pensionable pay.  
The scheme was closed on 31 July 2004 and replaced by a defined contribution plan. Benefits were frozen at the  
date of closure. 

On 31 October 2007 the company contributed £2,701,000 to fund in full the deficit of the scheme that had been 
identified by the statutory funding objective valuation. The valuation compared the scheme assets with the value  
of the past service benefits at 1 August 2006.

In accordance with the requirements of Financial Reporting Standard 17, an actuarial valuation was carried out as at  
1 August 2007 and updated to 31 December 2007. The major assumptions used in valuing the liabilities are given below 
with earlier year comparatives:

The assets in the scheme and the expected  
rate of return were:

Equities 
Bonds 
Property 
Cash including Trustees Bank Account
Secured pensions in payment

Total market value of assets
Present value of scheme liabilities

Surplus/(Deficit) in scheme
Unrecoverable surplus

Surplus/(Deficit) in scheme before tax
Related deferred tax asset at 30%

Surplus/(Deficit) in scheme

Long term 
rate of return 

expected at
31 Dec 2007

Long term 
rate of return 

expected at
31 Dec 2006

Value of 
assets at

31 Dec 2006
$’000

Value of 
assets at

31 Dec 2007
$’000

   3,979 
1,776 
1,066 
4,015 
7,626

 
18,462 

(17,506)
 

956 
(956)

0 
0
 
0 

7.60%
5.80%
7.60%
4.60%
5.80%

7.60%
5.10%
7.60%
4.60%
5.10%

Analysis of the amount charged to operating profit:

Current service cost including expenses

Total operating charge

17

17

13

13

Year ending
31 Dec 2007 

$’000

Year ending
31 Dec 2006 

$’000

Discount rate
Inflation 
Increases to deferred pensions before retirement
Increases to pension in payment at 5% or RPI if less,  
subject to a minimum of 3% p.a.

As at
31 Dec 2007

Assumptions As at
31 Dec 2006

5.80%
3.45%
3.45%

3.45%

5.10%
3.20%
3.20%

3.40%

The assets of the scheme are not intended to be realised in the short term and may be subject to significant change 
before they are realised. The present values of the liabilities of the scheme are derived from cash flow projections over 
long periods and are inherently uncertain.

5,807 
2,001 
1,429 

300 
8,392 

17,929 
(21,527)

 
(3,598)

-

(3,598)
1,079

 
(2,519)
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Commentary
The valuation at 31 December 2007 showed an improvement in the scheme from a deficit from €3,598,000  
at 31 December 2006 to a surplus of €957,000 at 31 December 2007, none of which was recoverable.

Over the year ending 31 December 2007 the employer paid pension contributions of €4,492,000 in total  
(2006: €890,000) to two pension schemes operated by the Bank: €3,974,000 to the defined benefit scheme  
and €518,000 to a defined contribution scheme.

Analysis of the amount credited to other finance income:

Expected return on assets
Interest cost

Net return

1,000 
(978)

22 

936 
(923)

13 

Analysis of amount recognised in statement  
of total recognised gains and losses

Actual return less expected return on assets
Experience gains and losses arising on the scheme liabilities
Change in basis
Change in restriction due to unrecoverable surplus

Actuarial loss recognised in statement of recognised gains and losses

(187)
46 

(281)
-

(422)

(1,048)
(356)

1,677 
(942)

(669)

Movement in surplus/deficit during the year

Deficit in scheme at beginning of year
Movement in year:
	 Exchange rate impact on deficit brought forward
	 Current service cost (includes the pension scheme expenses) 
	 Employer’s contributions
	 Other finance income (unrestricted)
	 Actuarial loss

Surplus/deficit in scheme at end of year

(3,144)

(413)
(17)

376 
22 

(422)

(3,598)

(3,598)

292 
(13)

3,974 
29 

273 

957 

Year ending
31 Dec 2007 

$’000

Year ending
31 Dec 2006 

$’000

Year ending
31 Dec 2007 

$’000

Year ending
31 Dec 2006 

$’000

Year ending
31 Dec 2007 

$’000

Year ending
31 Dec 2006 

$’000

The expected return on assets in this table is restricted in accordance with 
FRS17 so that the net return does not exceed the total operating charge above.
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History of experience gains and losses:

150
0.8

298
1.5

(306)
(1.6)

Year 
ending
31 Dec 

2007

(1,048)
(5.7)

(356)
(2.0)

1,678 
9.6 

(669)
(3.8)

Difference between the expected  
and actual return on scheme assets:
	� Amount (€’000)
	 % of scheme assets
Experience gains and losses on  
scheme liabilities:
	 Amount ( €’000)
	 % of scheme liabilities
Change in restriction due to  
recoverable surplus:
	 Amount ( €’000)
	 % of scheme liabilities
Total amount recognised in statement  
of total recognised gains and losses:
	 Amount ( €’000)
	 % of scheme liabilities

Year 
ending
31 Dec 

2006

(187)
(1.0)

46  
(0.2)

(422)
(2.1)

Year 
ending
31 Dec 

2005

1,469 
8.5 

(521)
(2.5)

(982)
(4.7)

Year 
ending
31 Dec 

2004

(18)
(0.1)

320 
1.8 

(92)
(0.5)

Year 
ending
31 Dec 

2003

(2,303)
(15.8)

792 
4.2 

(3,880)
(20.6)

Year 
ending
31 Dec 

2002

143 
0.8 

285 
1.5 

(292)
(1.6)

Interest rate risk   
31 December 2007

Assets:
Loans and receivables banks
Loans and receivables customers
Debt securities
Other assets

Total Assets

Liabilities:
Deposits by banks
Certificates of Deposit
Customer accounts
Other liabilities
Loan capital and shareholders’ funds

Total liabilities

Interest sensitivity gap

Cumulative interest sensitivity gap

Not more 
than three 

months

$’000

403,416
106,821
99,195

- 

609,432

141,638
-

26,807
-

55,259

223,704

385,728

385,728

More than 
three  

but not 
more than 

six months 

$’000

258,602
208,900
49,819

 -

517,321

881,352
-

9,427
-

51,020

941,799

(424,478)

(38,750)

More than
six months

but not
more than

one year

$’000

296,134
12,212

-
-
 

308,346

11
-

268
-

 -

279

308,067

269,317

More than
one year

but not 
more

than five
years
$’000

159,014
3,402

96,030
- 

258,446

-
361,587

13
-
-
 

361,600

(103,154)

166,163

More than
five years

$’000

-
35

-
-
 

35

-
-
-
-
-

-

35

166,198

Non-
interest
bearing

$’000

88,968
7,805

-
29,925

126,698

2,256
-

22,977
41,106

226,557

292,896

(166,198)

0

At 31 December 2007 €110m (2006: €116m) of debt securities had interest applied at fixed rates, all other debt securities 
and loans and receivables were at variable rates. The overall net effective interest sensitivity was 2.82% (2006: 1.78%).

20. Risk management and the role of financial instruments
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Not more
than three

months

$’000

Not more
than three

months

$’000

Interest rate risk: 
31 December 2006

Maturity analysis 
31 December 2007 

Assets:
Loans and receivables banks
Loans and receivables customers
Debt securities
Other assets

Total Assets

Liabilities:
Deposits by banks
Certificates of Deposit
Customer accounts
Other liabilities
Loan capital and shareholders’ funds

Total liabilities

Interest sensitivity gap

Cumulative interest sensitivity gap

Assets:
Loans and receivables banks
Loans and receivables customers
Debt securities
Other assets

Total Assets

Liabilities:
Deposits by banks
Certificates of Deposit
Customer accounts
Other liabilities
Loan capital and shareholders’ funds

Total liabilities

870,364
207,500
110,105

-

1,187,969

1,321,730
-

91,251
-

61,608

1,474,589

(286,620)

(286,620)

475,337
61,606

-
- 

536,943

143,894
-

49,784
-
-
 

193,678

More than 
three  

but not 
more than 

six months

$’000

More than 
three  

but not 
more than 

six months

$’000

492,379
40,234
12,381

-

544,994

25
-

10,688
-

56,883

67,596

477,398

190,778

219,749
44,223
49,000

-
 

312,972

779,311
-

9,427
-
- 

788,738

More than
six months

but not
more than

one year

$’000

More than
six months

but not
more than

one year

$’000

304,226
29,641
14,863

-

348,730

11
-

3,364
-
-

3,375

345,355

536,133

282,693
60,218

4,093
-
 

347,004

102,052
-

268
-

 -

102,320

More than
one year

but not 
more

than five
years
$’000

More than
one year

but not 
more

than five
years
$’000

126,199
10,122

424,252
-

560,573

5,267
892,717

-
-
-

897,984

(337,411)

198,722

228,355
156,240
191,951

-
 

576,546

-
361,587

13
-

 -

361,600

More than
five years

$’000

More than
five years

$’000

-
7

5,045
-

5,052

-
-
-
-
-

0

5,052

203,774

-
16,888

-
-
 

16,888

-
-
-
-

106,279

106,279

Non-
interest
bearing

$’000

Non-
interest
bearing

$’000

Total

$’000

14,811
23

-
49,853

64,687

11,971
-

14,866
33,176

208,448

268,461

(203,774)

0

1,206,134
339,175
245,044
29,925

1,820,278

1,025,257
361,587

59,492
41,106

332,836

1,820,278

-
-
-

29,925

29,925

-
-
-

41,106
226,557

267,663
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2007
$’m

224
1,463

74
59

1,820
 

224
1,503

75
18

1,820

The total assets of the company by currency are as follows:
Denominated in:

US Dollars
Euro
Sterling
Other

The total liabilities of the company by currency are as follows:
Denominated in:

US Dollars
Euro
Sterling
Other

21. Assets & liabilities denominated in foreign currency
2006
$’m

1,601
980
89
42

2,712
 

1,611
997

92
12

2,712

22. Related party disclosures
As at 31 December 2007 there were two loans to officers of the company amounting to €12,733  
(2006: two loans amounting to €10,087).

23. Ultimate parent undertaking
The company is a subsidiary undertaking of Bank Melli Iran, Ferdowsi Avenue, Tehran, Iran.

The company’s results are consolidated in the accounts of Bank Melli Iran. The consolidated accounts of this company 
are available to the public and may be obtained from the company’s head office at Bank Melli Iran, Head Office, 
Ferdowsi Avenue, Tehran, Iran.
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