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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF CBC FINANCE PLC

Report on the audit of the financial statements
Cpinion

We have audited the financial statements of CBC Finance PLC (Formerly known as CBC Finance Ltd) (“the
Company™), which comprise the <tatement of financial position as at 31 December 2025, and tha
statement of profit or loss and other comprehensive income, statement of changes in equity and
ststement of cash flows for the year then ended, and notes to the financial statements, including
accounting policy infermation.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Company as at 31 December 2025, and of its financial performance and its cash flows for the year
tnen ended in accordance with Sri Lanka Accounting Standards,

Basis for opinion

Wwe conducted our audit in accordance with 5ri Lanka Auditing Standards {SLAUSs). Qur responsibilities
under those standards are further described in the Auditor's responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the Code of
Ethics for Professional Accountants issued by CA 5ri Lanka (Code of Ethics) and we have fulfilled our other
ethical responsibilities in accordance with the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinian.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the
audit of the financial statements of the current period. These matters were addressed in the context of
audit of the financial statements as a whole, and in forming the auditor’s opinion thereon, and we do not
provide a separate opinion on these matters. For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
<tatements section of our report, including in relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the financial statements. The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit opinion on the accompanying
financial statements.
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Key Audit Matter

How our audit addressed the key audit matter

Allowances for Expected Credit Losses of
Loan and Advances measured at amortized
cost

Allowances for expected credit losses of
Leans and Advances measured at amortised
cost as disclosed in Nate 23.1 is determined
by management based on the accounting
policies described in MNote 3.2.2 to the
financial statements.

This was a key audit matter due fo;

s ihe significant management
judgements, assumptions and
estimation uncertainty involved in
assessing the future recoverability of
Loans and Advances; and

s« the materiality of the reported
amount of allowance of expected
credit losses.

Key areas of
assumptions and

significant  judgements,

estimates used by
management in the assessment of the
impairment for expected credit losses
included determining whether significant
increase in credit risk has occurred, use of a
broad range of forward looking
macroeconomic inputs and their associated
weightages which are subject to inherently
heightened levels of estimation uncertainty
and subjectivity.

Further information on the key estimates,
assumptions and judgements is disclosed in
Notes 23.

In addressing the allowances for expected credit
losses of loan and advances measured at amortised
cost, our audit procedures included the following
key procedures:

Assessed the alignment of the Company's
allowances for expected credit loss
computations  with the  underlying
methodology and related accounting
policies, based on the best available
information up to date of our report.

Evaluated the design, implementation and
operating effectiveness of controls over
estimation of expected credit losses.

Assessed the level of oversight, review and
appraval of allowances for expected credit
losses, policies and procedures by the
Board of Directors and management.

Tested the completeness, accuracy and
reasonableness of the underlying data
used in the expected credit loss
computations by agreeing details to
relevant source documents and accounting
records of the Company.

Evaluated the reasonableness of
qualitative and qualitative factors used in
credit quality assessments and related
stage classifications.

In addition to the above, the following

procedures were performed:

+ For loans and advances assessed on a
collective basis for impairment:

= Tested the key inputs and the
calculations used in the allowances
for expected credit losses.

= pAsgsessed the reasonableness  of
judgements, assumptions and
estimates used by the Management
in the underlying methodology and
the management overlays including
consideration of impact arising from
the ‘Ditwah’ cyclone.

s Qur testing included evaluating the
reasonablenass of forward-looking
information used, ECONOMic
scenarios considered, and
probability weighting assigned fo
each scenario.

Assessed the adequacy of the related financial
statement disclosures set out in notes 3.2.2 and

23.1.
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Key Audit Matter

How our audit addressed the key audit matter

Information Technology (IT) svste:ﬁ_ related
internal controls over financial reporting

Company's financial reporting process is
significantly reliant on IT system with
automated processes and internal controls.
Further, key financial statement disclosures
are prepared using data and reports

Our audit procedures included the fmlowing?ey
procedures:

Obtained an understanding of the internal
control environment of the processes and
tested relevant key controls relating to
financial reporting and related
disclosures.

generated by IT system, that are compiled » Involved our internal specialized
and formulated with the use of resources and;
spreadsheets. ] ldentified, evaluated and tested the

design and operating effectiveness of
IT system related internal controls, |
including those related to user access
and change management, and

=  (Obtained a high-level understanding
of the cybersecurity risks affecting
the bank and the actions taken to
address these risks primarily through
inguiry.

Accordingly, IT system and related internal
controls over financial reporting were
identified as a key audit matter.

s Tested source data of the reports used to
generate disclosures for accuracy and
completeness, including review of the
general ledger reconciliations.

Other Information included in the 2025 Annual Report

Management is responsible for other information. The other information comprises the information
included in the 2025 Annual Report but does not include the financial statement and our auditor's report
thereon. The 2025 Annual Report is expected to be made available to us after the date of this auditor's
report.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In conneckion with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materiality inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

Responsibilities of the management and those charged with governance for the financial statements
Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with Sri Lanka Accounting Standards, and for such internal control as management

determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liguidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinicn. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with SLAuSs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggreagate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with SLAuSs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

« |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

« FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

s Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability to continue as & geing concern,
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadeguate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditar's report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope

and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

(Contd...5/)



EY

Shape the future
with confidence

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken
to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
<should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the information
and explanations that were required for the audit and as far as appears from our examination, proper
accounting records have been kept by the Company.

CA Sri Lanka membership number of the engagement partner responsible for signing this independent
auditor's report is 8513,

%vnsff”’ ijﬂmm}

26 February 2026
Colombo



CBC Finance PLC

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2025

Gross income
Interest income
Interest expenses
MNet interest income

Fee and commission income
Fee and commission expenses
MNet fee and commission income

Other operating income
Total operating income

Impairment charges and other losses
Net operating income

Operating expenses

Personnel cxpenses

Depreciation and amortization

Other operating expenses

Operating profit before taxes on financial services

Taxes on financial services
Profit before taxation

Income tax expense
Profit for the year

OTHER COMPREHENSIVE INCOME

[tems that will never be reclassified to profit or loss

Actuarial gains / (losses) on defined benefit plans, net of tax

Actuarial gain / (losses) on defined benefit plans
Deferred tax reversal / (charge) on actuarial losses

Unguoted equity securities, net of tax
Net change in fair value of FVOCI financial assets
Deferred tax (charge) on fair value reserve

Items that are or may be reclassified to profit or loss

Net change in fair value of FVOCI financial assets
Deferred tax (Charge) / reversal on fair value reserve

Other comprehensive income for the year, net of tax

Total comprehensive income for the vear

Basic earnings per share

Figures in brackets ipd
The accounting pdip

Leoountamts. S
rd

E

Motes

16

17

32
34

40.1
34

34

2025 2024
Rs. Rs.
3,718.793,504 2.661,366.764
3.171,698,985 2,271,136,833
(1,710,944,363) (1.399,057.829)
1,460,754,622 872,079.004
462,392,756 291,433,391
(14,795,283) (22,167,639)
447,597,473 269,265,752
84,703,763 08,79, 540
1.993.055.858 1,240, 141,296
(306,950,359 (236,864,852}

1.686,105,499

(398,198,892}

1.003,276,444

(362,379.028)

(104,882,620) (81,544,128)
(420,579.498)  (298,887.425)
562,444,489 260,465,863
(196,810274)  (102,802,.202)
365,634,215 157.663,661
(120.816.475) (76.122.654)
735,817,740 81.541,007

(5,585.737) (3,605,250)
1,675,721 1,081,575
(3.910.016) (2.523.675)

147,126 172,960
(44,138) (51.888)
102,988 121,072
(3.613.672) 3,482,780
1.084.102 (1.044,834)
(2,529.570) 2.437.946
(6.336,398) 33,343
336 481,142 §1.576.350
0.89 0.37




CBC Finance PLC

STATEMENT OF FINANCIAL POSITION

As at 31 December 2025

ASSETS

MNates 2025 024
Rs. Rs.

Cash and cash equivalents 20 686,120,299 166,599 890
Finaneial investments at fair value through other comprehensive ingome 21 1.020,110.586 1,634,253,594
Financial investments al amortized cost 22 3,893.527.270 -
Loans and advances 23 25.958.048,767  13445.176.774
Investment properties 24 775,060,000 680,900,000
Property, plant and equipment 25 469 048 015 432,503,997
Intangible assets 26 30,880,078 33,576.762
Right of use asse1s 27 216.163.278 68,150 813
Cuorrent tax assets 35 - 304,940
Deferred tax assers 34 313244 617 283,122,147
{rher assets 28 286 126 802 115,951,395
Total asscts 33.648.320.712 16,860,639 312
LIABILITIES
Financial liahilities al amortised cost - Due to Deposilors 29 13.970,125394  10.311,261,790
Financial lizhilities at amortised cost — Due to banks and other financial instilution 30 12,015.563.277 3.050.169.109
Debenture £} | 1.499.691,229 -
Employes benefits 32 33,340,393 23,097,606
Lease hsbilities 33 213.633.599 T4.210.693
Current tax lahilities 35 145867258 -
Ciher liabilitics 36 1,481.714.849 342,987,530
Total liahilities 29359935999  13.801.726,728
EQUITY
Stated capital 37 4,254 999 952 3.254.999 964
Accumulated losses 38 (362,740,104) (610, 441.417)
Othice vedaeves 39 306,133 865 414.354.037
Taotal gqu“} 4,288393.713 3058012584
Total liabilities and equity 33.648.329.712 16.860,639.312

I certifiy that these Financial Statements are in compliance with the requirements of the Companics Act No. 07 of 2007,

Head of Finance

The Board of Directars is responsible for these Financial Statements. Approved and signed for and on behalf of the Board:

Delakshan Hettizrachchi S.MS.C. Jayasuriya
Exceutive Director/ Acting Chief Executive Officer Director

The accounting policies and notes on page 10 to 80 form an integral part of these Financial Statements.




CBC Finance PLC

STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2025

Balance as al 01 January 2024

Comprehensive income

Profit for the vear

Other comprehensive income for the vear net of tax
Total comprehensive income

Transactions recognized directly in Equity
Transfers during the vear

Transactions with owners of the Company
Issue of ordinary shares
Balance as at 31 December 2024

Balance as at 01 January 2025

Comprehensive income

Profit for the year

Oher comprehensive income for the year net of tax
Total comprehensive income

Transactions recognized directly in Equity
Transfers during the year

Transactions with owners of the Company
Issue of ordinary shares
Balance as at 31 December 2025

———_

Cov e

Other reserves Retained
; Capital  Revaluation  Statutory Fair value CGeneral Regulatory earnings / Tetal eault
Stated capital . ve  reserve reservefund  reserve reserve  loss allowance (Accumulated He
reserve losses)
Rs. Hs. Rs Rs. Rs. Hs. Rs. Rs. Rs.
3,254,999 964 SO.000 98,517,078 33,328,578 1667900 20,097,889 - (431,325,175) 2.977.316,233

- - - - - - - §1,541,007 B1,540,007

- - - - 2,559,018 - - 2,523.675) 35,343

- - - - 2559018 . - 79,017,332 #1,576,350

- - - 4,077,050 - - 254,056,524 (238,133,574 -

- - - 4,077,050 - - 254,056,524  (258,133,574) -
3,254,994,964 S0.000 98,517,078 37405628 4226918 20097889 254,056,524  (610441.417) 3,058912,583
3,254,995 964 50,000 08517078  37.405,628 4226918 20097889 254056524  (610441417) 3.058.912,583

. 2 P = - - - 235817740 235,817,740

- - - - (2,426,582) - - (3.910016) (6, 336,598)

- - - - (2,426,582) - - 231,607.724 229.481,142

- - = 11,790,887 - - (27.584.476) 15,793,549 -

- - - 11,790,887 - - (27,584,476) 15,793,589 -

Q99,599 988 - - - - - % . GO0 GO0 UKE
4,254,999 952 SO000  SR5ITOTR 49196515 180,336 20,097,889 226472048  (362,740.104) 4.288,395,713




CBC Finance PLC

STATEMENT OF CASH FLOWS
Year ended 31 December 2025

Cash flows from operating activities
Prafit belore taxation

Adjustments for:
Interest expenses
Impairment charges and other losses
Interest income from bank deposits and government securities
Dividend income
Depreciation
Amaortization
Provision for defined benefit plans
{Profit) / loss on sale of property, plant and equipment
(Profit) / loss on sale of investiment property
Fair value Joss / {gain) on investment propertics
Operating profit before working capital changes

Increase in loans and receivables
Increase in other assets
Increase in deposit liabilitics
Increase in other liahilities
Cash generated from / (used in) operations

Taxes paid
Gratuity paid
Nel cash flows generated from / (used in) operating activities

Cash flows from investing activities
Purchase of property. plant and equipment
Proceeds from sale of property, plant and equipment
Procesds from sale of investmenl property
Proceeds from sale and maturity of financial investments - FVOC]
Purchase of financial investments - at amortized cost
Purchase of intangible assets
Interest received
Dividend received
Net cash flows (used in) from investing activities

Cash flows from financing activities
Loans obtained during the period
Repayments of loans during the period
Interest paid on loans
Intercst puid on overdraft
Issuc of ordinary shares
Debenture obtained during the period
Repayment of lease lizbilities
MNet cash flows {used in) / generated from financing activities

MNet increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year *

* Analysis of cash and cash equivalents at the end of the vear
Cash and bank halances
Bank ovepicad

&7 e ~
< uj‘hmgk' = malEfe ded
Socouoiant

A ‘C‘mﬁ’iﬁﬂ WOLICICS ana s

CoLOMBR

g

Motes 2025 2024
Rs. s,
363.634.215 157.663.661
10.2 1,710.944,363 1,399,057,829
13. 306,950,359 236,864,852
1.1 (65,318.335)  (131.941.489)
12. (247,520 (228.563)
25 53.034.541 47.377.080
31,848,079 34,167,048
321 8281325 5,526,345
430,739 (13.478.345)
2,500, 0400 3.225.000
24, { 10,400,000 550,000
2,424 057,766 1,738 7R3 436
(12,819 822 352) (3.685.441,895)
(272 B35.407) {110,394,814)
2.440,690.851 2.596.805.888
LI3RT727,317 271,997 551
(7.089.181.825) B811.753.164
35. (10,961,060 (3,000, 000)
321 (3.624.275) (1.728.903)
{7.103.767.160) 807,024,261
5. {90,207.212) (72.372.911)
197.914 14,531,063
16,000, (00 9.000,000
610,676,462 (O18.573,985)
(3.893,527.270) -
26. (2,857.51K) (6.996.620)
65.318.335 131,941 469
12 247 520 228.565
(3,294,151.7659) (B42,242.417)
3. 19, 760, 000,000 5.425.000,000
3. (10, 787.131.852) (5.309,829,031)
(287,356,538) (210,588.357)
(7.582.847) (5.074.420)
G30.599 988 -
1.486.973,875 -
3 (68.315,993) {33,259 587)
11.096,586,633 (133,751,395)
R9R, 667,704 (168.969.551)
(40.521,298) 128,448,233
(3%, 146,406 (40.521,298)
20. 686,120,299 166,599 890
30, {27.973.893) (207.121.188)
658,146,406 {40521 298)

page 10 to 80 form an integral part of these Financial Statements.



CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

12

1.3

1.4

REPORTING ENTITY

General

CBC Finance PLC (‘the Company'), regulated under the Finance Business Act No. 42 of 2011, was
incorporated in 1987 as a Limited Liability Company domiciled in Sri Lanka under provisions of the
Companies Act No. |7 of 1982 and re-registered under the Companies Act No 7 of 2007.

Upon the histing of the rated, unsecured, subordinated, redeemable debenture on the Colombo Stock Exchange
on 11th December 2025, the status of the Company was changed from CBC Finance Limited to CBC Finance
PLC with effect from 30 December 2025 under the Company Registration No. PQO0351120.

The registered office and the principal place of business of the Company is located at No. 187, Katugastota
Road, Kandy.

Principal activities and nature of operations

The principal activities of the Company are granting of Lease Facilities, Morigage Loans and Other credit
facilities, whilst accepting public deposits from customers. There were no significant changes in the nature of
the principal activities of the Company during the financial period under review.

Parent entity and ultimate parent entity

The Company’s parent enterprise and the ultimate parent enterprise is Commercial Bank of Ceylon PLC.

Number of emplovees

The number of employees as at 31 December 2025 is 442 (31 December 2024: 318).
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CBC Finance PLC

NOTES TO THE FINANCTIAL STATEMENTS
Year ended 31 December 2025

2.1

2.2

23

2.4

2.5

BASIS OF PREPARATION

Statement of compliance

The Financial Statements of the Company which compnise the Statement of Financizl Position, Statement of
Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flow
and Accounting Policies and Notes, have been prepared and presented in accordance with 5ri Lanka
Accounting Standards (SLFRSs and LKASs) laid down by the Institute of Chartered Accountants of Sri Lanka
and in compliance with the requirements of the Companies Act No. 07 of 2007 and the Finance Business Act
Mo. 42 of 2011 and provide appropriate disclosures as reguired by the Listing Rules of the Colombo Stock
Exchange (CSE).

Approval of Financial Statements by the Board of Directors

The Financial Statements of the Company for the year ended 31* December 2025 were approved and
authorized for issue by the Board of Directors in accordance with the resolution of the Directors on 26™
February 2026.

Basis of measurement

The Financial Statements of the Company have been prepared on the historical cost basis, except for the
following material items in the Statement of Financial Position:

s Financial Assets classified as Fair Value through Other Comprehensive Income are measurad at fair value.

s Liabilities for defined benefit obligations are recognized at the present value of the defined benefit
obligarion.

e Land and buildings measured at cost at the time of acquisition and subsequently at revalued amounts
which are the fair values at the date of revaluation.

s Right-of-use assets measured at cost and lease liability measured at the present value of the lease payments
that are not paid.

« Investment property measured at cost at the time of acquisition and subsequently at fair value.

Functional and presentation currency

lterns included in the financial statements of the Company are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency”). The financial statements are
presented in Sri Lankan Rupees, which is the Company’s functional and presentation currency.

Rounding

The amounts in the Financial Statements have been rounded-off to the nearest Rupee, except where otherwise
indicated as permitted by the Sri Lanka Accounting Standard — LKAS 01 on “Presentation of Financial
Statements™

Presentation of Financial Statements

The assets and liabilities of the Company presented in the Statements of Financial Position are listed in an
order that reflects their relative liquidity and maturity pattern. No adjustments have been made for inflationary
factors affecting the Financial Statements, An analysis on recovery or settlement within 12 months after the
reporting date {current) and more than 12 months after the reporting date (non-current) is presented in Note
38.

"-'.ﬁ-IQ_Uq;
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CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

2.6

.7

28

Materiality and aggregation

In compliance with Sri Lanka Accounting Standard - LKAS 01, (Presentation of Financial Statements), each
material class of similar items is presented separately in the Financial Statements. ltems of dissimilar nature
or functions too are presented separately unless they are immaterial.

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the Staternent of Financial
Position only when there is a legally enforceable right to offset the recognized amounts and there is an intention
to settle on a net basis, or to realize the assets and sertle the liability simultaneously. Income and expenses are
not offset in the statement of profit or loss and other comprehensive income unless required or permitted by
an Accounting Standard.

Comparative information

Comparative information including quantitative, narrative and descriptive information is disclosed in respect
of the previous financial vear in the Financial Statements in order to enhance the understanding of the current
period’s Financial Statements and to enhance the inter period comparability. The presentation and
classification of the Financial Statements of the previous year are amended. where relevant for better
presentation and to be comparable with those of the current year.

Use of judgments and estimates

The preparation of Financial Statements of the Company in conformity with Sri Lanka Accounting Standards
requires the management to make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may
differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised and in any future periods affected.

Judgements

Information about judgements made in applying accounting policies that have the most significant effects on
the amounts recognised in the financial statements is included in the following notes:

e Note 3.2 - classification of financial assets: assessment of the business model within which the assets are
held and assessment of whether the contractual terms of the financial assets are Solely Payment of
Principal and Interest (SPPI) on the principal amount outstanding.

e  Note 3.2.2 - establishing the criteria for determining whether credit risk on the financial asset has
increased significantly since initial recognition, determining methodology for incorporating forward-
looking information into measurement of Expected Credit Loss (ECL) and selection and approval of
maodels used to measure ECL.

s  Note 11 — revenue recognition: whether revenue is recognized over time or at a point in time;
a) Assumptions and estimation uncertainties

Information about assumptions and estimation uncerainties as at 31 December 2025 that have a significant
risk of resulting in a material adjustment to the carrying amounts of assets and liabilities in the next financial
vear is included in the following notes:

s  Note 3.2.2 — Impairment of financial assets;




CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.1

=  Note 3.6.2 — Fair value of investment property;

=  Note 3.7.4 —revaluation of property, plant and equipment;

+  Note 3.11.1.1 — measurement of defined bencfit obligations: key actuarial assumptions;
s  Note 3.12 and 3.13 - provisions and contingencies;

=  Note 5.1 — recognition of current tax expense;

e Note 5.1.2 - recognition of deferred tax assets: availability of future taxable profit against which
deductible temporary differences and tax losses carried forward can be utilized and

s  Note 7 — Determination of the fair value of financial instruments with significant unobservable inputs.

Going Concern

The Directors have made an assessment of the Company’s ability to continue as a going concern and are
satisfied that it has the resources to continue in business for the foreseeable future. Furthermore, Board is not
aware of any material uncertainties that may cast significant doubt upon the Company’s ability Lo continue as
a zoing concemn and they do not intend either to liquidate or to cease operations of the Company. Therefore,
the directors are satisfied that the Financial Statements continue to be prepared on going concern basis.

MATERIAL ACCOUNTING POLICIES — STATEMENT OF FINANCIAL POSITION

Material accounting policies applied by the Company in the preparation of the Financial Statemenis are
included below. The accounting policies set out below have been applicd consistently to all periods presented
in these Financial Statements of the Company, unless otherwise indicated.

In addition, the Company adopted Disclosures of Accounting Policies (Amendments to IAS 1 and IFRS
Practice Statement 2) from 01 January 2023, The amendments require the disclosure of ‘material’, rather than
‘significant’, accounting policies. Although the amendments did not result in any changes to the accounting
policies themselves, they impacted the accounting policy information.

Foreign currency
Foreign currency transactions

Transactions in foreign currencies are translated into the respective functional currencies of the Company at
the spot exchange rates at the date of the transactions.

Monetary asscts and liabilities denominated in foreign currencies are translated into the functional currency at
the spot exchange rate at the reporting date. The foreign currency gain or loss on monetary items is the
difference between the amoriised cost in the functional currency at the beginning of the year. adjusted for
effective interest and payments during the year, and the amortised cost in the foreign currency translated at the
spot exchange rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated into the
functional currency at the spot exchange rate at the date on which the fair value is determined. Non-monetary
items that are measured based on historical cost in a foreign currency are translated using the spot exchange
rate at the date of the ransaction.
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3.2

Financial instruments
Recognition and initial measurement

Loans and advances are initially recognised when they are originated. All other financial assets and financial

liabilities are initially recognised when the Company becomes a party to the contractual provisions of the
instrument.

A financial asser or financial liability is initially measured at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its acquisition or issue. A trade receivable without a significant
financing component is initially measured at the transaction price.

“Day 1" Profit or Loss

When the transaction price of the instrument differs from the fair value of other observable current market
transactions in the same instrument, or based on a valuation technique whose variables include only data from
observable markets, the Company recognises the difference between the transaction price and fair value as a
*Day 17 profit or loss. In cases where fair value is determined using data which is not observable, the difference
between the transaction price and model value is only recognised in the profit or Loss when the inputs become
observable, or when the instrument is derecognised.

Classification and subsequent measurement of financial assets

On initial recognition, a financial asset is classified as, measured at: amortised cost: FVOCI (Fair value through
OCI) - debt investment; FVOCI - equity investment; or FVTPL (Fair value through profit or loss).

Financial assets are not reclassified subsequent 1o their initial recognition unless the Company changes its
business model for managing financial assets, in which case all affected financial assets are reclassified on the
first day of the first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:

- it is held within a business model whose objective is to hold assets to collect contractual cash flows;
and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCIT if it meets both of the following conditions and is not designated as
at FYTPL:

- it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect
to present subsequent changes in the investment's fair value in OCL. This election is made on an investment-
by-investment basis.

All financial assets not classified as measured at amortised cost or FVOC] as described above are measured at
FVTPL. This includes all derivative financial assets.

In addition, on initial recognition, the Company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so climinates or
significantly reduces an accounting mismatch that would otherwise arise.

Financial assets classified as measured at FVOCI and amortised cost and financial liabilities classified as
measured at amortised cost are presented in Note 19

-14-
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Financial assets - Business model assessment

The Company makes an assessment of the objective of the business model in which a financial asset is held at
a portfolio level because this best reflects the way the business is managed and information is provided to
management. The information considered includes:

»  the stated policies and ohjectives for the portfolio and the operation of those policies in practice, These
include whether management's strategy focuses on eaming contractual interest income, maintaining a
particular interest rate profile, matching the duration of the financial assets to the duration of any related
liabilities or expected cash outflows or realising cash flows through the sale of the assets;

«  how the performance of the portfolio is evaluated and reperted to the Company's management,

»  the risks that affect the performance of the business model (the financial assets held within that business
model) and how those risks are managed;

»  how managers of the business are compensated - e.g. whether compensation is based on the fair value of
the assets managed or the contractual cash flows collected; and

=  the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales
and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Company's continuing recognition of the assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a fair value
basis are measured at FVTPL.

Financial assets - Assessment of whether contractual cash flows are solely payments of principal and
interest

For the purposes of this assessment, 'principal’ is defined as the fair value of the financial asset on initial
recognition, ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as a profit margmn.

In assessing whether the contractual cash flows are solely payments of principal and interest. the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset contains
a contractual term that could change the timing or amount of contractual cash flows such that it would not
meet this condition. In making this assessment, the Company considers:

contingent events that would change the amount or timing of cash flows;

- leverage features;

- terms that may adjust the contractual coupon rate, including variable-rate features;

- prepayment and extension features:

- terms that limit the Company's claim to cash flows from specified assets (e.g. non-recourse features). and

- features that modify consideration of the time value of money (e.g. periodical reset of interest rates).
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A prepayment feature is consistent with the solely payments of principal and interest criterion if the
prepayment amount substantially represents unpaid amounts of principal and interest on the principal amount
outstanding, which may include reasomable additional compensation for early termination of the contract.
Additionally, for a financial asset acquired at a discount or premium 1o its contractual par amount, a feature
that permits or requires prepayment at an amount that substantially represents the coniractual par amount plus
accrued (but unpaid) contractual interest (which may also include reasonable additional compensation for early
termination) is treated as consistent with this criterion if the fair value of the prepayment feature is insignificant
at initial recognition,

Financial assets - subsequent measurement and gains and losses

Financial assels
at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any
interest or dividend income, are recognised in profit or loss.

Financial assets  These assets are subsequently measured at amortised cost using the effective interest

at amortised method. The amortised cost is reduced by impairment losses. Interest income, foreign

cosl exchange gains and losses and impairment are recognised in profit or loss. Any gain or
loss on derecognition is recognised in profit or loss.

Debt These assets are subsequently measured at fair value. Interest income calculated using the
investments at effective interest method, foreign exchange gains and losses and impairment are
FVOCI recognised in profit or loss. Other net gains and losses are recognised in OCL On
derecognition, gains and losses accumulated in OCI are reclassified to profit or loss.
Equity These assets are subsequently measured at fair value. Dividends are recognised as income
investments at in profit or loss unless the dividend clearly represents a recovery of part of the cost of the
FVOCI investment. Other net gains and losses are recognised in OCI and are never reclassified

to profit or loss.
Reclassification

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the
Company changes its business model.

Modifications of linancial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, then the Company evaluates whether the cash flows of the
modified asset are substantially different.

If the cash flows are substantially different, then the contractual rights to cash flows from the original financial
asset are deemed to have expired. In this case, the original financial asset is derecognised and a new financial
asset is recognised at fair value plus any eligible transaction costs. Any fees received as part of the modification
are accounied for as follows:

- feesthat are considered in determining the fair value of the new asset and fees that represent reimbursement
of eligible transaction costs are included in the initial measurement of the asset; and

- other fees are included in profit or loss as part of the gain or loss on derecognition.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification
is usually to maximise recovery of the original contractual terms rather than to originate a new asset with
substantially different terms. If the Company plans to modify a financial asset in a way that would result in
forgiveness of cash flows, then it first considers whether a portion of the asset should be written off before the
modification takes place (sec below for write-off policy). This approach impacts the result of the quantitative
evaluation and means that the derecognition criteria are not usually met in such cases,
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If the modification of a financial asset measured at amortised cost or FVOCT does not result in derecognition
of the financial asset, then the Company first recalculates the gross carrying amount of the financial asset using
the original effective interest rate of the asset and recognises the resulting adjustment as a modification gain
or loss in profit or loss. For floating-rate financial assets, the original effective interest rate used to calculate
the modification gain or loss is adjusted to reflect current market terms at the time of the modification. Any
costs or fees incurred and fees received as part of the modification adjust the gross carrving amount of the
maodified financial asset and are amortised over the remaining term of the modified financial asser.

If such a modification is carried out because of financial difficulties of the borrower, then the gain or loss is
presented together with impairment losses. In other cases, it is presented as interest income calculated using
the effective interest rate method.

Financial liabilities

The Company derccognises a {inancial liability when its terms are modified and the cash flows of the modified
liability are substantially different. In this case, a new financial liability based on the modified terms is
recognised at fair value. The difference between the carrying amount of the financial liability derecognised
and consideration paid is recognised in profit or loss. Consideration paid includes non-financial assets
transferred, if any, and the assumption of liabilities, including the new modified financial liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortised cost of the
liability is recalculated by discounting the modified cash flows at the original effective interest rate and the
resulting gain or loss is recognised in profit or loss. For floating-rate financial liabilities, the original effective
interest rate used to calculate the modification gain or loss is adjusted to reflect current market terms at the
time of the modification. Any costs and fees incurred are recognised as an adjustment to the carrying amount
of the liability and amortised over the remaining term of the modified financial liability by re-computing the
effective interest rate on the instrument.

Identification and measurement of Impairment of financial assets
The Company recognises loss allowances for ECLs on:

- financial assets measured at amortised cost; and

- debt investments measured at FVOCL

No impairment loss is recognised on equity investments.

The Company measures loss allowances at an amount equal to lifetime ECLs, except for the following. which
are measured at 12-month ECLs:

- debt securities that are determined to have low credit risk at the reporting date: and

- other debt securities and bank balances for which credit risk (i.e. the risk of default occurring over the
expected life of the financial instrument) has not increased significantly since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly since initizl
recognition and when estimating ECLs, the Company considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes both guantitative and qualitative
information and analysis, based on the Company’s historical experience and informed credit assessment and
including forward-locking information.
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The Company assumes that the credit risk on a financial asset has increased significantly if it is more than 30
days past due, The Company considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by  the
Company to actions such as realising sccurity (if any is held); or

- the financial asset is more than 60 days past due.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months
after the reporting date (or a shorler period if the expected life of the instrument is less than 12 months).
Financial instruments for which a 12-month ECL is recognised are referred to as “Stage | financial
instruments’. Financial instruments allocated to stage 1 have not undergone a significant increase in credit risk
since initial recognition and are not credit impaired.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial
instrument. Financial mstruments for which a lifetime ECL is recognised but which are not credit-impaired are
referred to as *Stage 2 financial instruments’.

Financial instruments for which a lifetime ECL is recognised but which are credit-impaired are referred to as
*Stage 3 financial instruments’.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Company is exposed to credit risk.

The Company has provided reliefs such as deferment of repayment terms of credit facilities, for the affected
businesses and individuals due to COVID-19 and prevailing extraordinary macroeconomic circumstances in
line with the directions issued by the CBSL. Given the high degree of uncertainty and unprecedented
circumstances in the short-term economic outlook, the Management exercised judgments in the assessment of
the impact of the COVID-19 outbreak and cconomic downturn on the loans and advances portfolio of the
Company, relying more on the long-term outlock as evidenced by past experience and taking into consideration
various relief measures.

The impact of the outbreak and economic downturn has been assessed and adjusted in these Financial
Statements based on the available information and assumptions made as at reporting date in line with the
guidelines issued by the CBSL and the CA Sri Lanka. Accordingly, customers operating in risk elevated
industries were assessed for lifetime ECL unless such exposures have specifically been identified as Stage |
reflecting forward looking view of the economy in relation to the business.

The management decided to increase the weightings assigned for worst case scenario while decrease the
weightings assigned for base case scenario and best case scenario when assessing the probability weighted
forward looking macro-economic indicators. In addition, management overlay adjustment on the ECL
computation, based on the qualitative indicators on forward looking macro-economic factors were considered
with the objective of capturing recovery from the impact of economic downturn related uncertainties and

volatilities.
2025 2024
Base case 30% 30%
Best case 30 5%
Worst case 65% 65%
Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Company expects to reccive].
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Individual assessment of impairment

For financial assets above a predetermined threshold (i.e. for individually significant financial assets), if there
is ohjective evidence that an impairment loss had been incurred, the amount of the loss was measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that had not been incurred). The carrying amount of the asset was reduced through
the use of a provision account and the amount of impairment loss was recognised in profit or loss. Interest
income is accrued and recorded in “interest income™ on the reduced carrying amount/impaired balance for
stage 03 loans and others to be continued on gross carrying amount and was accrued using the rate of interest
used 1o discount the future cash flows for the purpose of measuring the impairment loss, The present value of
the estimated future cash flows was discounted at the financial asset’s original EIR.

Collective assessment of impairment

Those financial assets for which, the Company determined that no provision was required under individual
impairment, are then collectively assessed for any impairments that had been incurred but not identified. For
the purpose of a collective evaluation of impairment, financial assets were grouped on the basis of similar risk
characteristics such as collateral type and product type. Future cash flows on a group of financial assets that
were collectively evaluated for impairment, are estimated based on the historical loss experiences of assets
with similar credit risk characteristics to those in the group.

Collateral valuation

To mitigate its credit risks on financial assets, the Company seeks to use collateral, where possible. The
collateral comes in various forms, such as cash, securitics, letter of guarantees, real estate, reccivables,
inventories, other non-financial assets and credit enhancements such as netting agreements. The fair value of
collateral affects the calculation of ECLs. It is generally assessed, at a minimum, at inception and to fall in line
with the CBSL directives. To the extent possible, the Company uses active market data for valuing financial
assets held as collateral. Other financial assets which do not have readily determinable market values are
valued using models. Non-financial collateral, such as real estate, is valued based on data provided by third
parties such as independent valuation specialists,

Restructured / Rescheduled financial assets

The Company renegotiates loans to customers in financial difficulties (referred to as
‘rescheduled/restructured”) to maximise collection opportunities and minimise the risk of default. Under the
Company’s policy, loan rescheduled/restructured is granted on a selective basis if the customer is currently in
default on its debt or if there is a high risk of default, there is evidence that the customer made all reasonable
efforts to pay under the original contractual terms and the customer is expected to be able to meet the revised
terms.

The revised terms usually include extending the maturity, changing the timing of interest payments and
amending the terms of loan covenants. The Company Credit Committee regularly reviews reports on
rescheduled/restructured activities.

For financial assets modified as part of the Company’s rescheduled’restructured policy, the estimate of PD
reflects whether the modification has improved or restored the Company’s ability to collect interest and
principal and the previous experience of similar forbearance action. As part of this process. the Company
evaluates the borrower's payment performance against the modified contractual terms and considers various
behavioural indicators.

Generally, forbearance is a qualitative indicator of a significant increase in credit risk and an expectation of
rescheduled/restructured may constitute evidence that an exposure is credit-impaired. A customer needs to
demonstrate consistently good pavment behaviour as agreed under the modified contractual terms over a
period as specified in the Central Bank directives before the exposure is no longer considered to be credit-
impaired/in default such that it upgrade to Stage | or 2 by the Company's Recovery Department based on their
independent evaluation of the customers.
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If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a
new one due to financial difficulties of the borrower, then an assessment is made of whether the financial asset
should be derecognised and ECL are measured as follows.

- If the expected restructuring will not result in derecognition of the existing asset. then the expected cash
flows arising from the modified financial asset are included in calculating the cash shortfalls from the
existing asset.

- 1f the expected restructuring will result in derecognition of the existing asset, then the expected fair value
of the new asset is treated as the final cash flow from the existing financial asset at the time of its
derecognition. This amount is included in calculating the cash shortfalls from the existing financial asset
that are discounted from the expected date of derecognition to the reporting date using the original effective
interest rate of the existing {inancial asset.

Credit-im paired financial assets
At each reporting date, the Company assesses whether financial assets carried at amortised cost and debt
securities at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that

have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
- significant financial difficulty of the borrower or issuer;

- ahbreach of contract such as a default or being more than 90 days past due;

- the restructuring of a loan or advance by the Company on terms that the Company would not consider
otherwise;

- it is probable that the borrower will enter bankruptey or other financial reorganisation; or

the disappearance of an active market for a security because of financial difficulties.
Purchased or originated eredit impaired financial assets

Originated credit impaired assets are financial assets that are credit impaired on initial recognition. They are
recorded at fair value at original recognition and interest income is subsequently recognised based on a credit-
adjusted EIR. ECLs are only recognised or released to the extent that there is a subsequent change in the
expected credit losses.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for ECL. are presented in the statement of financial position as follows:
® financial assets measured at amortised cost: as a deduction from the gross carrying amount of the assets:
®  |oan commitments and financial guarantee contracts: generally, as a provision;

® where a financial instrument includes both a drawn and an undrawn component, and the Company cannot
identify the ECL on the loan commitment component separately from those on the drawn component: the
Company presents a combined loss allowance for both components. The combined amount is presented
as a deduction from the gross carrying amount of the drawn component. Any excess of the loss allowance
over the gross amount of the drawn component is presented as a provision; and

e debt instruments measured at FVOCI: no loss allowance is recognised in the statement of financial
position because the carrying amount of these assets is their fair value, However, the loss allowance is
disclosed and is recognised in the fair value reserve.
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3.5

Write-Off

Loans and debt securities are written off (either partially or in full) when there is no reasonable expectation of
recovering a financial asset in its entirety or a portion thereof. This is generally the case when the Company
determines that the borrower does not have assets or sources of income that could generate sufficient cash
flows to repay the amounts subject to the write-off. This assessment is carried out at the individual asset level.

Recoveries of amounts previously written off are included in other operating income in the statement of profit
or loss and other comprehensive income.

Financial assets that are written off could still be subject to enforcement activities in order to comply with the
Company's procedures for recovery of amounts due.

Cash and cash equivalents

‘Cash and cash equivalents’ include notes and coins in hand and highly liquid financial assets with original
maturities of three months or less from the date of acquisition that are subject to an insignificant risk of changes
in their fair value, and are used by the Company in the management of its short-term commitments.

Cash and cash equivalents are carried at amortised cost in the statement of financial position.

Loans and advances
*Loans and advances’ captions in the statement of financial position include:

»  lpans and advances measured at amortised cost; they are initially measured at fair value plus incremental
direct transaction costs, and subsequently at their amortised cost using the effective interest method; and

o  finance lease / hire purchase receivables,

When the Company purchases a financial asset and simultaneously enters into an agreement to resell the asset

{or a substantially similar asset) at a fixed price on a future date (reverse repo), the arrangement is accounted

for as a loan or advance, and the underlying asset is not recognised in the Company’s financial statements.

Financial investments

The *financial investments’ caption in the statement of financial position includes:

» debt investment securitics measured at amortised cost; these are initially measured at fair value plus
incremental direct transaction costs, and subsequently at their amortised cost using the effective interest
method;

s debt securitics measured at FVOCI; and

= equity investment securities designated as at FVOCI.

For debt securities measured at FVOCI, gains and losses are recognised in OCI, except for the following,
which are recognised in profit or loss in the same manner as for financial assets measured at amortised cost:

s interest revenue using the effective interest method;

. ECL and reversals; and

‘?. ains and losses.
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3.6

3.6.1

3.6.2

3.63

J64

When debt security measured at FVOCI is derecognised, the cumulative gain or loss previously recognised in
OCl is reclassified from equity to profit or loss.

The Company elects to present in OCI changes in the fair value of certain investments in equity instruments
that are not held for trading. The election is made on an instrument-by-instrument basis on initial recognition
and is irrevocable.

Gains and losses on such equity instruments are never reclassified to profit or loss and no impairment 15
recognised in profit or loss. Dividends are recognised in profit or loss unless they clearly represent a recovery
of part of the cost of the investment, in which case they are recognised in OCIL Cumulative gains and losses
recognised in OCI are transferred to retained eamnings on disposal of an investment.

Investment Property

Investment properties are initially measured at cost. including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value, which reflects market conditions at the reporting
date.

Classification of invesiment property

Management uses its judgment to determine whether a property qualifies as an investment property. A property
that is held either to earn rental income or for capital appreciation or both and thus generates cash flows largely
independently of the other assets held by the Company are classified as investment property. On the other
hand, a property used in production or supply of goods and services or administrative purposes and thus
generates cash {lows that are attributable not only to property but also to other assets used in the production or
supply process are classified as property, plant & equipment. The Company assesses the accounting
classification of its investment properties on an annual basis, taking into consideration the current use of such
pl’ﬂpi:l'[lﬂs.

Fair valuation of investment property

Fair valuation of the investment property is ascertained by independent valuations carried out by Chartered
valuation surveyors, who have recent experience in valuing properties of similar location and category. They
have made reference to market evidence of transaction prices for similar properties. with appropriate
adjustments for size and location,

Gain or loss on disposal of investment property

Gains or losses arising from changes in the fair values of investment properties are included in profit or loss
in the period in which they arise, including the corresponding tax effect. Fair values are determined based on
an annual valuation performed by a Chartered valuation surveyor. Any gain or loss arising from a change in
fair value is recognised through profit or loss.

Derecognition of investment property

Investment propertics are derecognised either when they have been disposed of (i.e., at the date the recipient
obtains control) or when they are permanently withdrawn from use and no future economic benefit is expected
from their disposal. The difference between the net disposal proceeds and the carrying amount of the asset is
recognised in profit or loss in the period of derecognition. In determining the amount of consideration from
the derecognition of investment property the Company considers the effects of variable consideration,
existence of a significant financing component, non-cash consideration, and consideration payable to the
buyer, if any.

cT&Y0D

hariored

ACcouftams Jf



CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.6.5

3.7

3.7a

372

3.73

374

Transfer in and out of investment property

Transfers are made to (or from) invesiment property only when there is a change in use. For a transfer from
investment property 1o owner-occupied property, the deemed cost for subsequent accounting is the fair value
at the date of change in use. If owner-occupied property becomes an investment property, the Company
accounts for such property in accordance with the policy stated under property, plant and equipment up to the
date of change in use.

Property, Plant and Equipment

Property, plant and equipment are tangible items that are held for use in the production or supply of goods or
services, for rental to others or for administrative purposes and are expected to be used during more than one
period. The Company applies the requirements of the Sri Lanka Accounting Standard - LKAS 16 (Property,
Plant and Equipment) in accounting for these assels.

Recognition

Property, plant & equipment are recognised if it is probable that future economic benefits associated with the
asset will flow to the Company and the cost of the asset can be reliably measured.

Measurement

An item of property, plant and equipment that qualifies for recognition as an asset is initially measured at its
cost. Cost includes expenditure that is directly atiributable to the acquisition of the asset and cost incurred
subsequently to add to. replace part of, or service it. The cost of self-constructed assets includes the cost of
materials and direct labour, any other costs directly attributable to bringing the asset to a working condition
for its intended use and the costs of dismantling and removing the items and restoring the site on which they
are located. Purchased software that is integral to the functionality of the related equipment is capitalised as
part of computer equipment.

Cost model

The Company applies cost model o property, plant and equipment except for freehold land and buildings and
records at cost of purchase or construction together with any incidental expenses thereon less accumulated
depreciation and any accumulated impairment losses. Such cost includes the cost of replacing part of the
equipment when that cost is incurred, if the recognition criteria are met,

Revaluation model

The Company applies the Revaluation Model for the entire class of freehold land and buildings for
measurement after initial recognition. Such properties are carried at revalued amounts, being their fair value
al the date of revaluation, less any subsequent accumulated depreciation on buildings and any accumulated
impairment losses charged subsequent to the date of valuation. Freehold land and buildings of the Company
are revalued by independent professional valuers every three yvears or more frequently if the fair values are
substantially different from their carrying amounts to ensure that the carrying amounts do not differ from the
fair values at the Reporting date.

On revaluation of an asset, any increase in the carryving amount is recognised in Revaluation Reserve in Equity
through OCI or used to reverse a previous loss on revaluation of the same asset, which was charged to profit
or loss. In this circumstance, the increase is recognised as income only to extent of the previous write down in
value. .-"'m} decrease in the carrying amount is recognised as an expense in profit or loss or charged to
Reyz Peeepye in equity through OCI, only to the extent of any credit balances existing in the

{: re5pe::t of that asset. is not transferred any part of revaluation reserve to Retained
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3.8

&

Subsequent cost

The subsequent cost of replacing a component of an item of property. plant and equipment is recognised in the
carrying amount of the item if it is probable that the future economic benefits embodied within that part will
flow to the Company and its cost can be reliably measured. The costs of day to day servicing of property, plant
and equipment are charged to profit or loss as incurred. Costs incurred in using or redeploying an item is not
included under carrying amount of an item.

Derecognition

The carrving amount of an item of property, plant and equipment is der¢cognised on disposal or when no
future economic benefits are expected from its use or disposal. The gain or loss arising from de-recognition of
an item of property, plant and equipment is included in profit or loss when the item is derecognised.

When replacement costs are recognised in the carrying amount of an item of property, plant and equipment,
the remaining carrying amount of the replaced part is derecognised. Major inspection costs are capitalised. At
each such capitalisation, the remaining carrying amount of the previous cost of inspections is derecognised.

Depreciation

The Company provides depreciation from the date the assets are available for use up to the date of disposal, at
the following rates on a straight line basis over the periods appropriate to the estimated useful lives based on
the pattern in which the asset’s future economic benefits are expected to be consumed by the Company of the
difTerent types of assets. Depreciation of an asset ceases at the earlier of the date that the asset is classified as
held for sale or the date that the asset is derecognised. Depreciation does not cease when the assets become
idle or is retired from active use unless the asset is fully depreciated.

Depreciation is calculated using the straight—line method to write down the cost of property and equipment to
their residual values over their estimated useful lives. The periods of depreciations based on the estimated
useful lives are as follows:

Class of asset Period
Buildings 30 - 35 years
Furniture and Fittings 8 vears
Office Equipment 8 years
Motor Vehicles 5 years
Computers& Accessories 5 years
Telephone System 4 years
Electrical Equipment 8§ vears
Sign Boards 8 vears
Fixtures and Fittings B years

The assets” residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate.
al the end of each reporting period.

Changes in estimates

Diepreciation methods, useful Tives and residual values are reassessed at cach reporting date and adjusted if
appropriate.

Intangible assets

prifiang Dieass; ) i an identifiable monetary asset without physical substance held for use in the preduction
o supply of goods Grpervices, for rental to others or for administrative purposes.
izhart re 'll
L CCouniar .-ﬂ:_f"._

e 24

OB



CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

381
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3.8.6

Basis of recognition

An intangible asset is recognised if it is probable that the future ¢conomic benefits that are attributable to the
asset will flow to the entity and the cost of the assets can be measured reliably. An intangible asset is initially
measured at cost.

Computer software

Cost of all computer software licensed for use by the Company. which are not integrally related to associated
hardware, which can be clearly identified, reliably measured and it is probable that they will lead to future
economic henefits, are included in the Statement of Financial Position under the category Intangible Assets
and carried at cost less accumulated amortisation and any accumulated impairment losses.

Subsequent expenditure

Expenditure incurred on software is capitalised only when it is probable that this expenditure will enable the
asset to generate future economic benefits in excess of its originally assessed standard of performance and this
expenditure can be measured and attributed 1o the asset reliably. All other expenditure is expensed as incurred.

Derecognition of intangible assets

The carrying amount of an item of intangible asset is derecognised on disposal or when no future economic
benefits are expected from its use. The gain or loss arising from de-recognition of an item of intangible asset
is included in profit or loss when the item is derecognised.

Amortisation of intangible assets

Intangible assets, except for goodwill, are amortised on a straight line basis in profit or loss from the date when
the asset is available for use. over the best estimate of its useful economic life based on a pattern in which the
asset’s economic benefits are consumed by the Company. Amortisation methods, useful lives and residual
values are reviewed at each financial year-end and adjusted if appropriate. The Company assumes that there
is no residual value for its intangible assets.

Class of asset Period
Computer software 10 years

Lease

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract 15, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration. To assess whether a contract conveys the right to control the use of an identified
asset, the Company uses the definition of a lease in SLFRS 16.

i As a lessec

At commencement or on modification of a contract that contains a lease component, the Company allocates
the consideration in the contract to each lease component on the basis of its relative stand-alone prices.
However, for the leases of property the Company has elected not to separate non-lease components and account
for the lease and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-
of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement date, plus any initial direct costs incurred and an
estimate ismantle and remove the underlying asset or to restore the underlying asset or the site on
whigh” ' lease incentives received.
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The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
10 the end of the lease term, unless the lease transfers ownership of the underlying asset to the Company by
the end of the lease term or the cost of the right-of-use asset reflects that the Company will exercise a purchase
option. In that case the right-of-use asset will be depreciated over the useful life of the underlying asset, which
is determined on the same basis as those of property and equipment. In addition, the right-of-use asset is
periodically reduced by impairment lTosses, if any, and adjusted for certain remecasurements of the lease
liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company’s incremental borrowing rate. Generally, the Company uses its incremental
borrowing rate as the discount rate.

The Company determines its incremental borrowing rate by obtaining interest rates from various external
financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.

Lease payments included in the measurement of the lease liability comprise the following:
¢ fixed payments, including in-substance fixed payments;

®  variable lease payments that depend on an index or a rate, initially measured using the index or rate as at
the commencement date;

&  amounts expected to be pavable under a residual valoe guarantee: and

® the exercise price under a purchase option that the Company is reasonably certain to exercise. lease
payments in an optional renewal period if the Company is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Company is reasonably certain not to
terminate early.

The lease liability is measured at amortised cost using the effective interest methed. It is remeasured when
there is a change in future lease payments arising from a change in an index or rate, if there is a change in the
Company's estimate of the amount expected to be payable under a residual value guarantee, if the Company
changes its assessment of whether it will exercise a purchase, extension or termination option or if there is a
revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

The Company presents right-of-use assets that do not meet the definition of investment property in “Right of
use assets” and lease liability in the statement of financial position.

Shori-term leases and leases of low-value assets
The Company has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets
and short-term leases, including 1T equipment. The Company recognises the lease payments associated with

these leases as an expense on a sraight-line basis over the lease term.

ii. Asa lessor

At inception or on modification of a contract that contains a lease component, the Company allocates the
consideration in the contract to each lease component on the basis of their relative standalone prices. When the
Company acts as a lessor. it determines at lease inception whether each lease is a finance lease or an operating
lease.

=26~
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3.10
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3.10.2

To classify each lease, the Company makes an overall assessment of whether the lease transfers substantially
all of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is
a finance lease; if not, then it is an operating lease. As part of this assessment, the Company considers certain
indicators such as whether the lease is for the major part of the economic life of the asset,

When the Company is an intermediate lessor, it accounts for its interests in the head lease and the sub-lease
separately. It assesses the lease classification of a sub-lease with reference to the right-of-use asset arising from
the head lease, not with reference to the underlying asset. If a head lease is a shori-term lease to which the
Company applies the exemption described above, then it classifies the sub-lease as an operating lease,

If an arrangement contains lease and non-lease components, then the Company applies SLFRS 15 to allocate
the consideration in the contract.

The Company applies the derecognition and impairment requirements in SLFRS 9 to the net investment in the
lease. The Company further regularly reviews estimated unguaranteed residual values used in calculating the
gross investment in the lease. Generally, the accounting policies applicable to the Company as a lessor in the
comparative period were not different from SLFRS 16,

Impairment of non—financial assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If
any indication exists, or when annual impairment testing for an asset is required, the Company estimates the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or Cash Generating
Unit’s (CGL's) fair value less costs 1o sell and its value in use. Where the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash [lows are discounted to their present value using a pre—tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. In determining fair value less costs to sell, an appropriate valuation model is used. These calculations

are corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available
fair value indicators.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist or may have decreased. If such
indication exists, the Company estimates the asset's or CGU's recoverable amount.

A previously recognised impairment loss is reversed only if there has been a change in the assumptions used
1o determine the asset's recoverable amount since the last impairment loss was recognised. The reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceeds the

carrying amount that would have been determined, net of depreciarion, had no impairment loss been recognised
for the asset in prior years. Such reversal is recognised in profit or loss.

Share capital

Ordinary shares

Incremental costs directly attributable to the issue of ordinary shares are recognised as a deduction from equity.
Income tax relating to transaction costs of an equity transaction is accounted for in accordance with LKAS 12.

Dividends payvahle

Provision for final dividends is recognized at the time the dividend recommended and declared by the Board
of Directors, is approved by the shareholders. Interim dividends payable is recognised when the Board
approx fradend in accordance with the Companies Act No. 7 of 2007,

L
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3.11.1.1

Dividends for the period that are declared afier the reporting date are disclosed in Notes to the Fimancial
Statements as an event afier the Reporting Period in accordance with the Sri Lanka Accounting Standard -
LKAS 10 (Events after the Reporting Period).

Employee benefits

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan’ as defined in
the Sri Lanka Accounting Standard - LKAS 19 (Employee Benefits).

Defined benefit plan — gratuity

All the emplovees of the Company are eligible for gratuity under the Payment of Gramity Act No. 12 of 1983,
Employees those who have resigned or whose services are terminated other than by retirement are eligible to
receive the terminal gratuity under the Payment of Gratuity Act No. 12 of 1983 at the rate of one half of the
Gross Salary applicable to the last month of the reporting period in which the employment is terminated or

resigned, for each year of completed service, for those who have served in excess of 05 years,

The defined benefits obligation is calculated annually by Independent actuary using Projected Unit Credit
Method as recommendad by LKAS 19 (Employee Benefits),

The assumptions based on which the results of actuarial valuation was determined, are included in Note 32.1.2
to the financial statements.

3.11.1.2 Recognition of actuarial gains or losses

Actuarial gains or losses are recognised in the OCI in the period in which they arise.

3.11.1.3 Funding arrangements

3112

The Gratuity liability is not externally funded.

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions
into a separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if
the fund does not hold sufficient assets to pay all employee benefits relating to employee services in the current
and prior periods as defined in the Sri Lanka Accounting Standard - LKAS 19 (Employee Benefits).

The contribution payable to a defined contribution plan is in proportion to the services rendered to the
Company by the employees and is recorded as an expense under ‘personnel expenses’ as and when they
become due, Unpaid contributions are recorded as a liability.

3.11.2.1 Emplovees' Provident Fund

The Company and the Employees contribute 12% and 8% respectively on the salary of each employee to the
Government Provident Fund.

3.11.2.2 Employees® Trust Fund
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3.15

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a
past event, and it is probable that an outflow of resources embodying economic benefits will be required to
setile the obligation and a reliable estimate can be made of the amount of the obligation. The expense relating
to any provision is presented in the Statement of Profit or Loss and Other Comprehensive Income net of any
reimbursement.

Commitments and contingencies
All diseernible risks are accounted for in determining the amount of all known liabilities.

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain future
events or present obligations where the transfer of economic benefit is not probable or cannot be reliably
measured. Contingent liabilities are not recognised in the Statement of Financial Position but are disclosed
unless the probability of settlement is remote.

Earnings per Share (EPS)

The Company presents Basic Eamings per Share (EPS) data for its ordinary shares, Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average
number of ordinary shares outstanding during the period.

Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Company s other components, whose operating results are reviewed regularly by the Chief Operating Decision
Maker to make decisions about resources allocated to each segment and assess its performance, and for which
discrete financial information is available.

For management purposes, the Company has identified four operating segments based on products and
services, as follows:

Leasing and Hire Purchases

Draft and Vehicle Loans

Personal, Business and Other Unsecured Loans
Investments and Others

Management monitors the operating results of its business units separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on operating
profits or losses. Income taxes are managed on a Company basis and are not allocated to operating segments.

Interest income is Teported net as management primarily relies on net interest revenue as a performance
measure, not the gross income and expense.

Mo revenue from transactions with a single external customer or counterparty amounted to 10% or more of the
Company's total revenue in 31 December 2025 or 31 December 2024,

gy tordd J
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4.1

RECOGNITION OF INCOME AND EXPENSES

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured. The following specific recognition erileria must also be met before
revenue is recognised:

Interest income and interest expenses

EfTective interest rate

Interest income and expense are recognised in profit or loss using the effective interest method. The “effective
interest rate” is the rate that exactly discounts estimated future cash payments or receipts through the expected
life of the financial instrument to:

e the gross carrving amount of the financial asset; or
s the amortised cost of the financial liability.

When calculating the effective interest rate for financial instruments other than purchased or originated credit-
impaired assets, the Company estimates future cash flows considering all contractual terms of the financial
instrument, but not ECL. For purchased or originated credit-impaired financial assets, a credit-adjusted
effective interest rate is calculated using estimated future cash flows including ECL.

The calculation of the effective interest rate includes transaction costs and fees and points paid or received that
are an integral part of the effective intercst rate. Transaction costs include incremental costs that are directly
attributable to the acquisition or issue of a financial asset or financial liability.

Amortised cost and gross carrying amount

The *amortised cost’ of a financial asset or financial liability is the amount at which the financial asset or
financial liability is measured on initial recognition minus the principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between that initial amount and
the maturity amount and, for financial assets, adjusted for any expected credit loss allowance.

The *gross carrying amount of a financial asset’ is the amortised cost of a financial asset before adjusting for
any expected credit loss allowance,

Calculation of interest income and expense

The effective interest rate of a financial asset or financial liability is calculated on initial recognition of a
financial asset or a financial liability. In calculating interest income and expense, the effective interest rate is
applied to the gross carrying amount of the asset (when the assct is not credit-impaired) or to the amortised
cost of the liability. The effective interest rate is revised as a result of periodic re-estimation of cash flows of
floating rate instruments to reflect movements in market rates of interest.

However, for financial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated by applying the effective interest rate to the amortised cost of the financial asset. If the
asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.

For financial assets that were credit-impaired on initial recognition, interest income is calculated by applying
the credit-adjusted effective interest rate to the amortised cost of the asset. The calculation of interest income
does not revert to a gross basis. even if the credit risk of the asset improves.
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4.2

4.3

4.4

5.1

Presentation

Interest income calculated using the effective interest method presented in the statement of profit or loss and
OCI includes:

®  interest on financial assets and financial liabilities measured at amortised cost; and
& interest on debt instruments measured at FVOCIL

Other interest income presented in the statement of profit or loss and OCI includes interest income on finance
leases.

Interest expense presented in the statement of profit or loss and OCI include financial liabilities measured at
amortised cost.

Fee and commission

Fee and commission income and expense that are integral to the effective interest rate on a financial asset or
financial liability are included in the effective interesi rate

Other fee and commission income — including sales commission, placement fees and syndication fees — is
recognised as the related services are performed. If a loan commitment is not expected to result in the draw-
down of a loan, then the related loan commitment fee is recognised on a straight-line basis over the
commitment period.

A contract with a customer that results in a recognised financial instrument in the Company’s financial
statements may be partially in the scope of SLFRS 9 and partially in the scope of SLFRS 15. If this is the case,
then the Company first applies SLFRS 9 to separate and measure the part of the contract that is in the scope of
SLFRS 9 and then applies SLFRS 15 to the residual.

Other fee and commission expenses relate mainly to transaction and service fees. which are expensed as the
services are received.

Dividend income

Dividend income is recognised when the right to receive income is established. Usually, this is the ex-dividend
date for quoted equity securities. Dividends are presented in other revenue based on the underlying
classification of the equity investment.

Expenditure recognition

Expenses are recognized in the Statement of Profit or Loss and Other Comprehensive Income on the basis of
a direct association between the cost incurred and the earning of specific items of income. All expenditure
incurred in the running of the business has been charged to income in arriving at the profit for the period.
Taxation

Income tax

As per Sri Lanka Accounting Standard - LKAS 12 (Income Taxes). tax expense is the aggregate amount
included in determination of profit or loss for the period in respect of current and deferred taxation. Income

tax expense is recognised in profit or loss except to the extent it relates to items recognised directly in ‘Equity’
or ‘other comprehensive income (OCT). in which case it is recognised in Equity or in OCL
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Current taxation

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to the Commissioner
General of Inland Revenue in respect of the current period and any adjustment to tax payable in respect of
prior years. The tax rates and tax laws used to compute the amount are those that are enacted or substantially
enacled by the Reporting date.

Accordingly, Provision for taxation is based on the profit for the period adjusted for taxation purposes in
accordance with the provisions of the Inland Revenue Act No 24 of 2017 and the amendments thereto,

Deferred taxation

Deferred tax is provided on temporary differences at the reporting date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes of the Company.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary
differences to the extent that it is probable that future taxable profits will be available against which they can
be used. Deferred tax assets are reviewed at each Reporting date and are reduced to the extent that it is no
longer probable that the related tax benefit will be realized.

Unrecognized deferred tax assets are reassessed at each reporting date and recognised to the extent that it has
become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they
reverse, using tax rate enacted or substantively enacted at the Reporting date.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which the
Company expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

Tax exposures

In determining the amount of current and deferred tax. the Company considers the favourable / adverse impact
to the tax liability due to assessments, revision to legislature etc. Such changes 1o tax lighilities could impact
the tax expense in the period in which such revision is considered. as an over or under provision.

As per Notice dated 15 December 2022 issued by the Inland Revenue Department on “Changes to the Inland
Revenue Act No. 24 of 20177, effective from 01 October 2022, Corporate Income Tax rate was revised {rom
24% to 30%. Such revised tax rate been considered in computing the income tax liabilities and deferred
taxation.

Value Added Tax (VAT) on financial services

VAT on Financial Services is calculated in accordance with Value Added Tax Act No 14 of 2002 and
subsequent amendments thereto. The base for the computation of Value Added Tax on Financial Services is
the accounting profit before VAT and income tax adjusted for the economic depreciation and emoluments of

employees computed at 18%.

The VAT on Financial service is recognized as expense in the period it becomes due.
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5.4.3

Social Security Contribution Levy (88CL)

Social Security Contribution Levy shall be paid by any person carrying on the business of supplying of
financial services, on the liable mover specified in the second schedule of the Social Security Contribution
Levy Act No. 25 of 2022, at the rate of 2.5% with effect from | October 2022. S5CL is payable on 100% of
the value addition attributable to financial services.

The value addition attributable to financial services shall be computed for the payment of S5CL on the business
of supplying financial services by applying the attributable method referred to in Chapter 1IA of the Value
Added Tax Act No. 14 of 2002,

Regulatory Provisions
Crop Insurance Levy (CIL)

As per the provisions of the Section 14 of the Finance Act No. 12 of 2013, the CIL was introduced with effect
from April 01-2013 and is payable to the National Insurance Trust Fund. Currently, the CIL is payable at 1%
of the profit after tax.

The CIL is recognized as expense in the period it becomes due.

Deposit Insurance and Liquidity Support Scheme

All Licensed Finance Companies were reguired to insure their deposit liabilities in the "Sri Lanka Deposit
Insurance and Ligquidity Support Scheme” in terms of the regulations. No. 2 of 2021, issued on 06 August
2021, and accordingly, the Company paid a premium of 0.15% of the eligible deposits as deposit insurance
premium,

Surcharge Tax

As per provisions of the Government Bill issued on 07 February 2022, if the aggregate of the taxable income
of the holding company and all subsidiaries in a group of companies. for the Year of Assessment 2020/21,
exceed rupees two thousand million (Rs. 2 Billion), each company in the group of companies is liable to pay
Surcharge Tax calculated at 25% on the taxable income (after deducting profit from dividends received from
subsidiaries included in the taxable income). The surcharge tax was paid in two equal instalments on 31 March
and 30 June of 2022, to the Commissioner General of Inland Revenue.

STATEMENT OF CASH FLOWS

The cash flow statement has been prepared by using ‘The Indirect Method” in accordance with the Sri Lanka
Accounting Standard - LKAS 7 ‘Statement of Cash Flows’, whereby operating activities, finance activities
and investing activitics have been recognized, Cash and cash equivalents comprise short term, highly liquid
investments that are readily convertible to known amounts of cash and are subject to an insignificant risk of
changes in value. The cash and cash equivalent include cash in hand and balances with banks.

A
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7.1

FAIR VALUE MEASUREMENT
Fair value measurement

*Fair value® is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:

s In the principal market for the asset or liability, or
s [n the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest.

A value of measurement of a non-financial asset takes in to account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use. External professional valuers are involved for valuation of
significant assets such as land and buildings.

Fair value hierarchy

The Company measures the fair value using the following fair value hierarchy, which reflects the significance
of the inputs used in making the measurement.

Level 1
Inputs that are unadjusted quoted market prices in an active market for identical instruments.

When available, the Company measures the fair value of an instrument using active quoted prices or dealer
price guotations (assets and long positions are measured at a bid price; liabilities and short positions are
measured at an ask price), without any deduction for transaction costs. A market is regarded as active if
transactions for asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level 2

Inputs other than quoted prices included within Level that are observable either directly (i.e. as prices)
or indirectly (i.e. derived from prices)

This category includes instruments valued using:

(a) quoted market prices in active markets for similar instruments,

{b) quoted prices for identical or similar instruments in markets that are considered to be less aclive, or

{¢) other valuation technigues in which almaost all significant inputs are directly or indirectly observable from
market data.

Level 3
Inputs that are unobservahble

This category includes all instruments for which the valuation technique includes inputs not based on
observable data and the unobservable inputs have a significant effect on the instrument’s value.

Valuation techniques include net present value and discounted cash flow models comparison with similar
instruments for which observable market prices exists and other valuation models.
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Assumptions and inputs used in valuation techniques include risk-free and benchmark interest rates, risk
premiums in estimating discount rates, bond and equity prices, foreign exchange rates, expected price
volatilities and corrections.

Observable prices or model inputs such as market interest rates are usually available in the market for listed
equity securities and government securities such as treasury bills and bonds. Availability of observable prices
and model inputs reduces the need for management judgement and estimation while reducing uncertainty
associated in determining the fair values.

Models are adjusted 1o reflect spread for bid and ask prices to reflect cost to close out positions, credit and
debit valuation adjustments, liquidity spread and limitations in the models. Also, profit or loss calculated when
such financial instruments are first recorded ("Day | “profit or loss’) is deferred and recognized only when the
inputs become observable or on derecognition of the instrument.

NEW ACCOUNTING STANDARDS ISSUED BUT NOT EFFECTIVE AS AT THE REPORTING
DATE

The following new or amended standards and interpretations have been issued, but not vet effective, as at the
reporting date of the financial statements. These are not expected to result in material impact to the Company’s
financial statements on adoption.

SLFRS 17 Insurance Contracts

SLFRS 17 is a comprehensive new accounting standard for insurance contracts covering recognition and
measurement, presentation and disclosure. Once effective, SLFRS 17 will replace SLFRS 4 Insurance
Contracts {(SLFRS 4) that was issued in 2005.

SLFRS 17 is effective for annual reporting periods beginning on or after 01 January 2026, with comparative
fipures required. Early application is permitted, provided the entity also applies SLFRS 9 and SLFRS 15 on
or before the date it first applies SLFRS 17.

SLFRS 18 Presentation and Disclosure in Financial Statements

SLFRS 18, which replaces LKAS 1, introduces significant enhancements to the way financial
information is organized and communicated. The standard establishes new categories and subtotals in the
statement of profit or loss to improve consistency and comparability across entities and to disclose
management-defined performance measures (as specified in the standard). together with clear explanations
and reconciliations.

SLFRS 18, and consequential amendments to the other accounting standards, are effective for annual reporting
periods beginning on or after 1 January 2027. Early application is permitted.

The potential impact of SLFRS 18 on the financial statements and the related notes is currently being identified
and evaluated.

Classification and Measurement of Financial Instruments - Amendments to SLFRS 9 and
SLFRS 7

The amendments introduce enhancements to the classification, measurement, derecognition, and disclosure
requirements for financial instruments. Their objective is to strengthen transparency, promote greater
consistency in financial reporting, and respond to emerging market developmenis - particularly features such
as sustainabiliry-linked terms and natre-dependent electricity contracts.

These amendments are effective for annual reporting periods beginning on or afier 01 January 2026. Early
application is permjited.
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CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

9. GROSS INCOME Note
Intersst incoms 10.1
Fee and commission income 11.1
Other operating income 12.

Total income

10.  NET INTEREST INCOME

10.1 Interest income
Cash and cash eguivalents
Fmancial investments measured at FVOCI
Financial investments al amortized cost
Loans and advances
Total interest income

10.2  Interest expenses
Interest on deposit liabilitics
Interest on bank borrowings
Inierest on debentures
Interest cxpense on lease liabilitics
Total interest expenses

Mel interest income

2025 024
Rs. Rs.
3.171.698.985 2271.136.833
462,392 756 291.433.391
84,703,763 08,796,540
3,7T18.795,504 2.661.366,764
2025 2024
Rs. Rs.
3,781,855 6295024
1,336,480 125 646,443
91,545,968 -
3.014,834.682 2,139,195.364

3,171,698.985

2,271,136,833

1.218.172.753 1.180.272.268
466,612,699 210,672,750
12.717.354 -
13,441,557 8.112.811
1,710,944 363 1.399.057.829
1.460),754,622 R72.079,004

The amounts reported above include interest income and expense, calculated using the effective interest method, that relate to the

following financial asscts and financial liabilities.

For the vear ended 31 December

Financizl Assets

Financal assets measured al amoriised cost
Financial assets measured at FVOCT

Total

Financial liabilities measured at amortised cost

11. NET FEE AND COMMISSION INCOME

1.1 Disaggregation of fee and commission income

2025 2024

Rs. Rs.
3,110.162,505 2.145.490,388

61,530,480 125,646,445
3.171.698.985 2271136833
1.710,944.363 1,399.057.829

In the following table, foe and commission income from contracts with customers in the scope of SLFRS 15 15 disappregated by major
tvpe of services. The table also includes a reconciliation of the disaggregated fee and commission income.

For the vear ended 31 December

Fee and commission income
Loans and advances related services
(Other financial services

Tutal fee and commission income

Fee and commission expenses
Loans and advances related services
Oiher Mnancial sesvil R YG

chartared
Net fee anl EGQMWME —

2025 2024
Rs. Rs,
136,328 611 67.343.341
326,064,145 233 8050
462 392 756 291.433.391

12,615,931

21,354,348

2,181,352 £13.291
14.795,283 22 167.639
447,597473 269,263,752
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

11.

11.1

12.

13.

NET FEE AND COMMISSION INCOME (Contd...)

Disaggregation of fee and commission income (Contd...)

The fees and commission presented in this note include income of Rs. 462.4 million (31.12.2024: Rs. 291.4 million) and
expense of Rs. 14.8 million (31.12.2024: Rs. 22.1 million) relating to financial assets and financial liabilities not measured
at FVTPL. These figures exclude amounts incorporated in determining the effective interest rate on such financial assets

and financial liabilities.

Performance obligations and revenue recognition policy

Fee and commission income from contracts with customers is measured based on the consideration specified in a contract
with a customer. The Company recognises revenue when it transfers control over a service to a customer.

The following table provides information about the nature and timing of the satisfaction of performance obligations in
contracts with customers, including significant payment terms, and the related revenue recognition policies.

Type of service MNature and timing of satisfaction of performance obligations, including Revenue
significant payment terms recognition under

SLLFRS 15
Retail and corporate | The Company provides lending services to retail and corporate customers,| Revenue related 1o
finance service including provision of other loan facilities. Transaction-based fees for| transactions is

transaction takes place.

interchange and loans are charged to the customer’s account when the

recognised at the
point in time when

the transaction
takes place,
OTHER OPERATING INCOME Note 2025 2024
Rs. Rs.
Dividend income 247,520 228,565
Recovenies of loans written-ofT 71,865,130 81.168.521
Profit on disposal of property, plant and equipment 933 13,478,345
Rental and other income 2,190,180 3,921,109
Fair value gain on investment propertics 10,400,000 -
Total 84,703,763 08,796,540
IMPAIRMENT CHARGES AND OTHER LOSSES 2025 2024
Rs. Rs.
Loans and advances
Collective impairment 23.1 298,355,639 281,568,782
Direct Write off for the year 46,433,847 12,947,278
Total impairment charges - Loans and advances 344,789,486 294,516,060
Other financial assets - {3,270,388)
Interest unwinding on stage three contracts (37,839,127 (54.380,820)
Total impairment charges 306,950,359 236,864,852

37
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NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2025

14.

15.

16.

17.

17.1

PERSONNEL EXPENSES

Salaries and ather related expenses

Employer's contribution to Emplovees' Provident Fund
Employer’s contribution to Employees’ Trust Fund
Gratuity charge

Other staff related expenses

Total

OTHER OPERATING EXPENSES

Directors' emoluments

Auditors’ remuncration - Audit & audit related services
Auditors’ remuneration - Non audit related services
Professional and legal expenses

Ciemeral insurance expenses

Office administration and establishment expenses
Fair valuc loss on investment property

Disposal loss on sale of investment property

Loss on disposal of property, plant and equipment
Sales, marketing and business prometional expenses
Tuwtal

TAXES ON FINANCIAL SERVICES

Value added tax on financial services (FS VAT)
Social security contribution levy (S5CL)

INCOME TAX CHARGE / (REVERSAL)
Amounts recognized in profit or loss

Current tax expense
Provision for the year

Deferred tax expense
Origination of deferred tax assets
Tatal

-48-

321

2025 2024
Rs. Rs.
335,897 988 254,335,003
39,281,001 24,972,011
9,820,250 6,264,752
8,281,325 5,526,345
204,918,328 71,280,917
598,198,892 362,379,028
2025 2024
Rs. Rs.
8.580,000 7,890,000
4,585,281 2.211,062
1,263,262 1,147,513
4,700,698 2,646,904
12,577,030 6,803,910
335,639,061 259,642,058
- 550,000
2,900,000 3,225,000
431,672 &
49,902,454 14.770.978
420,579,498 298.887.425
2025 2024
Rs. Rs.
172,809,021 \265.348.00
24,001,253 12,536,854.00
196810274 102,802,202
2025 2024
Rs, Rs.
157,223,258 =

157,223,258

{27.406.783)

76,122,654

129,816,475

76,122,654
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17.

17.2

17.3

17.4

17.5

17.6

13.

INCOME TAX CHARGE / (REVERSAL) (Contd...)

Amount recognized in OCI 2025 2024
Rs. Rs.
Income that will not be reclassified to profit or loss
Remeasurement of defined benefit liability 1,675,721 (1,081.575)
Net change in fair value of unquoted equity securities (44,138) 51,888
1,631,583 {1,029.687)
Items that are or may be reclassified subsequently to profit or loss
Movement in fair value reserve (debt instruments) 1.084,102 1.044 834
2,715,685 15,147
Reconciliation of effective tax rate Effective Effective
2025 2024
Tax Rate Tax Rate Y
2025 Rs. 2024 Rs.
(Loss) / profil for the year 235,817,740 £1.541.007
Income tax charge 129,816,475 76,122,654
{Loss} / profit before taxation 365,634.215 157.663.661
Tax using the domestic corporation tax rates of 30% 30% 109,690,265 3% 47,299,093
Tax effect of aggregate disallowable items 53% 195,387,564 84% 132 308,242
Tax effect of aggregate allowable expenses -30% (111,009 850) 9495 (148,390,660)
Tax effect of capital portion of rentals 0% = 1% 969,705
Tax effect on B/F tax losses -10% (36.844,721) -20% {32,186,385)
Deferred tax charge / (reversal) due to temporary -T% (27.406.783) 48% 76,122,654
36% 129,816,475 48% 76,122,654
Amounts recognized directly in equity
There were no items recognized directly in equity during the vear ended 31 December 2023,
Year ended 31 December 2025
Tax losses carried forward 2025 2024
Rs. Rs.
Tax loss brought forward 122,815,736 238,753,926

Set off against the current taxable income

(122,815,736)

(115.935,190)

Tax loss carried forward

122,815,736

The income tax provision of the Company is calculated on its adjusted profits at the standard rate of 30% in accordance

with the Inland Revenue Act No. 24 of 2017 and amendments thereto,

BASIC EARNINGS /{LOSS) PER SHARE

Basic earnings/{loss) per share is calculated by dividing the profiv(loss) for the year attributable to ordinary shareholders

by weighted average number of ordinary shares outstanding duning the year.

Year ended 31 December 2025

2025

235,817,740
264,072,475
0.89

2024

81,541,007
221,793,834
037
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NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2025

18.

18.1

13.2

19.

BASIC EARNINGS /(LOSS) PER SHARE

Weighted average number of ordinary shares in issue
Effect of shares issued on 08 January 2025 (36,496 350 ordinary shares)
Effect of shares issued on 23 Oclober 2025 (34,818,941 ordinary shares)

2025
Rs.

221.793.834
33,696,430
6.582.211

2024
Rs.

221,793,834

264,072,475

271,793,834

There were no potentially dilutive ordinary shares outstanding at any time during the year, hence diluted eamings/{loss)

per share is equal to the basic earnings/(loss) per share.

ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS

As at 31 December 2025

At amortized Fair value
cost through OCI
Note
Rs. Hs.
Assets
Cash and cash egquivalents 686,120,299 -

Financial investments
Loeans and advances

3,893,527,270  1,020,110.586
25,958.048.767 -

Other
financial
liabilities at
amortized cost

Rs.

Total

Rs.

686,120,299
4.913,637.856
25,958,048,767

Onher assets 28 32,633,127 - - 32,633,127
Total financial assets 30,570.329.463 1,020,110,586 - 31.590, 440 049
Liabilities
Deposit liabilities - - 13,970,125.394  13.970,125304
Due to banks - - 12,015,563,.277 12.015,563.277
Debenture - - 1,499,691.229 1.499.691,229
Lease liabilities - - 213,633,599 213,633,590
Other liabilities 36 - - 9.827.563 9,827,563
Total financial liabilities - - 27.708.841,062 27.708.841.062
As at 31 December 2024 Other
At amortized Fair value financial Total
cost through OCI liabilities at
amortized cost
Assels
Cash and cash equivalents 166,599,890 - - 166,595,850
Financial investments - 1.634,253.594 - 1.634,253,594
Loans and advances 13.445,176,774 - - 13,445,176,774
Other assets 28 12,814,599 - - 12,814,627
Total financial assets 13,624,591,263  _ 1,634,253,594 - 15,258.844.885
Liabilities
Deposit liabilitics - - 10311,261.790 10.311,261.790
Due 1o banks - - 3.050,169,109 3,050,169.109
Lease liabilities - - 74.210,693 74,210,693
Other liabilitics 36 - - 30,363,840 30,363 849
Total financiald - - 13.466,005,.441  13.466,005.441




CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

2. CASH AND CASH EQUIVALENTS MNotes 025 2024
Rs. Rs.
Cash in hand held i local currency 224 808674 98406072
Balances with licensed commercial banks 461,311,625 68,193 818
Total B, | 210, I B, 500, Ro)

11. FINANCIAL INVESTMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

21.1 Financial Investments - FVOC] 2025 024
Rs. Ras.
Investmenis in ungquoted equities 21.2 2,505,128 2,358,002
Investments in gOVEMMENt securitics 1,0017,605.458 1,631,895 592
Total 1,020,110,386 1,634,253.594

212 Unguoted equities

2025 2024
Number of Caost Carrying Number of Cost Carrying value/
shares value! Fair shares Fair value
Rs. Hs. Rs. Rs.
Credit Information Burean 100 123,700 2,505,128 100 123,700 2,358,002
Total 123 700 2,505,128 1235, 70H) 2,358 002

These are investments held for regulatory purposes. When measuning fair values of Financial Investments the Company uses the latest
publicly avaifoble financial statements. No strategic investment were disposed off during the vear and there were no transfers at amy
cumulative gam or loss with in equity relating (o these invesiments,

1. FINANCIAL INVESTMENTS AT AMORTIZED COST

1.1 Financial Investments - Amortized Cist 2025 2024
Rs. Rs.
Investments in Repurchase Agreements 3893527270 -
Total 3.893,527.270 -
23. LOANS AND ADVANCES MNote 2025 2024
Rs. Hs.
Loans and advances 33,689, 188,061 18943, 150,100
Less: Uncarned mcome (5.666,596.218)  (3,724,614,129)
Ciross loans and advances 28,022 591 843 15.218.535,971
Less: Allowance for impairment losses 23.] (2,064, 543.076) (1,773.359,197)
Met loans and advances 25 958 048,767 13,445 176,774

231 Allowance for impairment losses

As at i1 Jenuary 1.773.359.197 1,495,236,365
Charge for the vear - collective impairment 208,353,630 281,568,782
Write off against the provision (7,171,762} (3,445,950}
As at 31 December 2.064.543.074 1,773,359,197

Loans and advances with the contractual amount of Rs. 7,171,762/ has written down during the 2025 are still subject to enforcement
activily.

23.1.1  Analysis of allowance for impairment losses by produoct

2025 2024

Rs. Ra.
Leases 23211 435,172 663 374,389,583
Mongage loans 2322 516,001,830 477,540,312
Drafl loge 2323 159, 184,003 62.642.639
Ve G w 2324 110,426,606 10,088 357
Gofflgmis  charored | 2325 22,102,847 3,068,734
Perkonal and business Toans # 2316 £21.655.127 F45,620.572

* o 2064,543.076 1,773.359,197

-41-
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Year ended 31 December 2023

23.

23.1.1

23.2

23.2.1

23.2.1 (a)

23.2.1 (h)

2322

LOANS AND ADVANCES (Contd...)

Analysis of allowance for impairment losses by product (Contd...)

The Company assesses impairment based on collective models developed for specific products. Further Impairment
has not been assessed based on individual impairment model for the year ended 31.12.2025 as lack of information 1o
perform to back-testing to ensure the model accuracy due to unmavailability of sufficient past data due to
moratorium/concessions granted during the previous years based on the circular’s issued from the Central Bank of Sri
Lanka and limitations to re-assess the accuracy and reliability of estimated future cash flow projections and the other
objective evidences and related assumptions under prevailing unstable economic situation of the country. Accordingly,
impairment charge of Rs. 298,355,639/ recorded during the year over the total portfolio considered for impairment

under collective approach.
As at 31 December

Analysis by product
Leases

Mortgage loans

Draft loans

Vehicle loans

Gold loans

Personal and business loans

Leases
Gross lease receivable
Within one vear

Omne to five years

Less: Allowance for impairment losses
Net lease receivable

Gross lease receivable within one vear

Total lease receivable within one year
Less: Unearned income

Gross lease receivable within one to five years

Total lease receivable within one to five years
I.ess: Uneamed income

Mortgage loans

Gross mortgage loans receivable
Within one year

Omne to five years

Owver five vears

Less: Allowance for impairment losses
Net mortgage receivable

2025 2024
Rs. Rs.

23.2.1 4.781,151,966 4,795,591,393
23.22 1. 417,043,044 2,580,991,155
2323 0.493,230,523 331E.B10,785
2324 5,263.077,142 606,656,486
2325 3,793,197 863 1.098,200.687
23.2.6 1,210,348.238 1,044,926.267
25,958,048 766 13,445,176.773
23.2.1 (a) 2.006,818,893 1,947.667.091
2321 (W) 3,209.505,736 3,222 313 B85
5.216.324.629 5.169.980,976

(435,172,663) (374.389,583)
4 781,151 966 4.795,591,393
3.009,521,751 2.885472.570

(1,002,702,858) (337 .8035,479)
2.006,818.893 1,947.667.091
4.294,725,303 4,344 984,752

(1.085.219,567)  (1,122,670.867)
3.,209.505,736 3,222.313,885
23.2.2 (a) 1,383,324.808 1,637.234.677
23.22(h) 542 643,680 1,303,609,818
23.2.2 (c) 7076386 117,686,972
1,933,044 874 3.058,531.467

{516.001,830) (477.540,312)
1.417,043.044 2,380,991 155
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Year ended 31 December 20235

23.
23.2
2322

23.2.2 (a)

23.2.2 (b}

23.2.2 (c}

23.2.3

23.2.3(a)

23.2.3 (b)

23.24

23.2.4 (a)

LOANS AND ADVANCES (Contd...)
Analysis by produoct (Contd...)

Mortgage loans (Contd...)

Gross mortgage loans receivable within one yvear

Total mortgage loans receivable
Less: Unearned income

Gross mortgage loans receivable within one to five years

T'otal mortgage loans receivable
Less: Unearned income

Gross mortgage loans receivable over five years

Total morigage loans receivable
Less; Uncarned income

Draft loans
Gross draft loans receivable
Within one vear

One to five years

Less: Allowance for impairment losses
Met draft loans receivable

Gross draft loans receivable within one year

Total draft loans receivable
Less: Unearned income

{iross draft loans receivable within one to five years

Total draft loans receivable
Less: Uneamed income
Vehicle loans

Gross vehicle loans receivable
Within onc vear

One to five years

Less: Allowance for impairment losses
Met vehicle loans receivable

eceivable within one year

s Unearh fochme )

*™ - -

L R
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MNote

23.23(a)
23.2.3 (b)

2324 (a)

2324 (b)

2025 2024
Rs. Rs.
1.516,820.028 1.957,994.954
(133,495.220) (320.760.277)
1,383,324 RO® 1.637.234.677
678684300 1.775.455.740
(136,040.620) {471.845,922)
542,643,680 1.303,609.818
7,236,000 128888099
(159.614) (11,201,127)
7,076,386 117,686,972
2025 2024
Rs. Rs.
9.646,906,063 3381453424
5.508.463 -

9.652.414.526
(159,184,003)

3381453424
(62.642.639)

9,493,230,523

3.318.810.785

10.573.376.874

3.737.535.061

(926.470.811) (356,081.637)
9.646,906.063 3,381,453, 424
7. 138,69 -
(1.630,233) -
5.508.463 -
2025 2024
Rs. Rs.
1,153.850,277 129,955,601
4,219.653.471 486,789,242
5.373.503.748 616.744.843
(110,426,600} {10,088.357)
5.263.077.142 606.656.486

1.891.745.813
(737.8495.530)

219958946
(90.003,345)

1,153,850.277

129.955.601
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23.

23.2

23.2.4

23.2.4(b)

2325

23.1.5(a)

23.2.6

23.2.6(a)

23.2.6 (b)

23.2.6(c)

LOANS AND ADVANCES (Contd...)
Analysis by product (Contd...)
Vehicle loans (Contd...)

Gross vehicle loans receivable within one to five vears

Total vehicle loans receivable
Less: Uneamed income

Gold loans

Gross gold loans receivable
Within one year 23.2.5(a)

Less: Allowance for impairment losses
Net gold loans receivable

Gross gold loans receivable within one year

Total gold loans receivable
Less: Unearned income

Personal and business loans

Gross personal and business loans receivable
Within one vear

Omne to five years

Ower five years

2326 (a)
23.2.6(b)
23.2.6(c)

Less: Allowance for impairment losses
Net personal and business loans receivable

Gross personal and business loans receivable within one year

Total personal and business loans receivable

Less: Uneamed income

Gross personal and business loans receivable within one to five years
Total personal and business loans receivable

Less: Uneamed income

Giross personal and business loans receivable over five years

- __ 1-‘\
LOLOMES -44-

2025 2024
Rs. Rs.
5,438,707,665 636,539,629
(1,219,054,194) (149.750.386)
4,219,653.471 486,789,242
2025 2024
Rs. Rs.
3.813.300,710 1,1G1,269.421
3.815,300,710 1,101,269,421
(22,102.847) (3.068,734)

3,793,197.863

1,098.200.687

3,903,839.443 1,117.461.580
(88.538.733) (16,192,159)
3.815,300,710 1,101 269 421
2025 2024
Rs. Rs.
1,176,287.203 1.329,139,991
723,587,288 452 552,203
132,128.864 108 863.645
2.032,003,355 1.890,555.839
(821,655,127) (2845.629,572)
1,210,348,228 1,044,926,267

1.443,558,428
(267,271,225)

1,435.834,367
(106,694,376

1,176,287,203

1,329,139.991

776,446,663 580,456,860
(52,859,373) (127,904,657}
723,587,288 452,552,203
147,387,087 122,567,542
(15,258,223) (13,703,897}
132,128,864 108,863,643
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4.

4,

INVESTMENT PROPERTIES

Cost { Valustion

As w00 January
Addditions during the yeur
Remaval during the var
Fair wnlue gain ! {less)
Asat 31 December

Detnils of investment propertios

2028
Hs.

A 00 D00
1iE2 bl

2024
Rs,

538,875,000
[RER R

(IR900,0000 12,225,000
1,400,006 {550,060
TTEOG000G AR G,000

Fair value of the mnvesiment

Currying value of myvestment

Fanr value goin losses )

Mumber St Price property property before fuir valuntion || necognized in income statement
Date of
af 1 ;
Location valuation Buildings | Land Fhsldings _1_..9_.__.__._ : _“M_w_._ﬂ_”._“rﬂmnms"_ land Building Land Fuilding Lund Rl
erehes fuire fi
{Perches) || (Square feets) Rs : s Rs Rs Rs. s Rs Rs
F T 7 3 300 D0k 3
Lot b, Plan Ba: 1652, Balumulle, Kinbatbkombuora, 31.12.2025 . 1870 - 315,000 - 5800 000 5.6400,000 e
Lawt 01, Plan Mo, 13668, Alapalawala, Hondessa, Peradeniva, 31.12.2025 . 31200 - 65,004 - 20,300,000 - L& 700000 - Sl w..\x
= F £ SHED 00
Led K247, Man Mo 7700 C /5367, Suranimala Place, 31,12,2025 3 . 5,280 . 23539 . 126,460,000 119,300,000
Pamankada, Thimbirigasyaya e
Lots SEA2 ond 5113, Plan Mo; 224, Mo 122037, High level foad, || 31,12,2025 . 2281 . 5,500,000 - 1125 D00, OO - 142,000 000 2 [F7.ARH, :
Eirulupome.
. - 5,800 000 -
Lots 01, Plan Mo B, Yatiwawnla, Kanigastola, Kandy 31122025 . FEFI] . 368001 - || Vs 100,000 94,300,000
Lt 8, Plan Mo 496, Palwatta, Mawanella. 31,12,2025 [ 0R.50 12550 75000 1,547 TART SO0 19413500 T.387.500 19412500 £ .
Lot 0Z, Plan Mo, 2648, Ballapan Pathobage, Galigamuwa 31.12.2025 - 10530 = i, i - 04 800,000 - S 01, 00000 * = ﬁ.z_._ =
= | -
Lot 02, Plan Moo 678, Irlvagama, Gangapalatha, ¥ atingwiara, 31122025 - 12:00 - 625,000 - 7500000 - 7,200,650 :
E\.__._.u_.___ 3 A5 (W
Last LT, Plun Me, 2000, Mury Moont, Kandy Road, Kinnegala, (|31.12.2025 I 13.50 asaoll 900,000 4,500 12,050,000( 16,150,000 FEATSON0 | 16,125,040 675,000 25,08
Lt 57, Plan No: 426, No - 40, Main Steeed, Pathana Buzar, 11.12.2025 [ 850 2420 475000 3,000 4037500 5,562,500 3 25 000 5,675,000 212, 5tK) {112,500
Kotagala, Nuwsr Eliya,
Lot 1,2 & 3 Plan Mo: 183-2013, Dewpalola, Kuniwitla, 31.12.3025 - 9z 00 . 14,028 . St L0 (10 . 47,000,000 - (e R -
Rathnapura, __ SO0.000
i ] - 500, 2
Lot 1, Plan Me: 7183, Gorakigahawatty, Udohamulln Vallage, 31,12 2028 - G20 - 1,900,600 - 17,500,000 [ERLUERIES
Mharapznms, L
Lot 2, Plan Mo: 1801, 15t Lane, Ramabern Mpwotha, Kaduweln [[31,12 2025 - 55.34 . SE0,000 - 32,100,000 . 31,006,000 - Lo,
o - T i F
Lot 1 A, Plan Mo 3867, Perakumba Read, Kadawatha Read, 31122025 - 7.00 . 3,150,008 - 22,100,000 21,100,000 I
Medimala, Dehiwala - e -
Lat 1 o6, Plan Mo @11, Gonaramb, Ampagals, Ruwanwello, || 31.12.2025 | 75,00 4,507 A0, 000 2775 | 25,500,000 12,500,000 25,500,000 12,500, E
311220325 ] 18,00 3,700 560,00 5000 T4 000 TE, SO 7914000 TH, 500 040 - -
b, PlanNo- S Bl 3].12,2025 . 7000 - 135,00 = 18,246,000 - 3,240 100 - - _ 3
%_:_.__._wn.i_?. i

=T ierng

__.qf/ Accountants
., oy

COLGMED
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 Decemher 2025

14,
Id.2

24.3.1

INVESTMENT PROPERTIES |Comiad.... |

Muemsnrement of Fair Yalie

The Camprny engages independent professansd valuers far pevahearar ofits Investiment Propury snd the sulution is carmal out gvery financial yenr
“The fair wnbun meassrament i the invesirent prapenies of the Cosmgamy has ben ctegirirod b 8 Level § fair value measurement based on the inputs b Ihe valuation technigues e

SETA

Fiiy _...q“._._._.o.:_un == - W e
This Eﬂﬂ.__._!‘rr.,n__:_i.am_—.rn_ .._n_f___. uh fndependens saluer 0 subis the apecife Property.

s

Carpying walie of investment progerty || Fair value gabs £ (lnsses) recopriand in
: " .
Methed al valuntan niil dgreficant r!iu.n_..upqpnu o [t i hefiare Fair waluaticn ingreme stalerent
Diwtmils iof the prafiaeional valier Laoeatin b el i - _
urtimvalbile inputs urssbagrvahlé inpula Ll Huiiding Lend Tonilehing Land Ri Euililiig
Ha [L£3 R, Ra Ra
Ltk 04, Plen Mo 1652 Bubmlta, Binheslikanhrm Murkott comgurahle method - e 314,000 .. 5 000,400 s, 600,000 041,000
price e perch ;
Lot 0], Plan Mo 1366 Alxpalowale, Hesdessa, Pendeniva. Mnrioet comnparnhle meshed - R, 03,000 p 2030010 700,000 {600,000
e per perch
Lot 8247, Plan Moo 7790 C 0 8067, Suranimala Place, Iewvestmient methid - e LE5 060
Prevankadn, Diimbirignsyigs Aross manthiy rental ._h.:_ AR R 1 26,400, 0060 J 1, 40 1, 9000, 000
- ¥Wears purchass N
5 AS Fernemda Lt 001, Pan So; 896, Yabwawaln, Katugastotn, Kandy Market comprrahle method < price el "
: i 496, . ; 140, 100,000 3.Hpquno
Chemeed Yaluer FRICS (ENG,) perch Ha J&RCG] pp 10, 100, C6H0
TRV (ENG ) Lo 11, Plan Mo 2095, Mary Mount, Eandy Road, Kurunegai, Market comprrable meikod .
FINTHS IMIVER B:h ) - price per perch RUPOTO00 R vesooon | tessmoos | 147500 16,128 060 H78000 25,000 00
FAV (SH Laska} BN FY 00 - pelch par S, Jis £5060 paig fi
Lant Z, Flan Mo E501, i Lane, Ramsheis Mawniha, Knduwel IMarkil comparabie methad e 40000 g V21000 11,000,000 1, 00,0001
- pele per perch
Lat 1A, Flan %o; 18467, Pergoambn Road, Kadawaths Read, | Markel comparside method - price per Ry 150,000 . 22,100,000 21,0000, 6 L 100,000
Mesdmmaln, Dehiwnia peich
Lat 1 4 6, Plan My 911, Ginoarmmbe, Amgugala, Buwanwells arket compatnhle method
- prece per perch 2550, D) 12, D0 2,800,000 V250K DO :
- price per S Fi
[ B & Premuiri Lt 4H, Plan Mo 406, Polweita, Mawenelln Skt comprmhle method
- price per perch R 75,000 p 7,347 500 9,412 800 7,387,800 19,41 2.500
Aasecnate Tnearpesited Vel -price pes Sq Fi e 1547 pag B
= Diepricistion rale 2%
B mq.h-._u Managpent & Lt (52, Pran Moo 2645, Batlapann Pathebage, Gabgaramwa, Market comparalle meibod e 500,001 p p 0,030,500 4 400,000 .
Walustion) (5P, (LS - prive per peich
Lons $112 and 3113, Plan Nis 224, No 122/37, High bevel rond, | Market comparable mehar fa 4,500,000 pp 125,060 001 . 42,0000 (17,000,000
Kirulapone. - price per perch bl
Lot 02, Pl Moo 678, Irivagama, Gangapalache, Yarmuwem, Markel cantpatable methal Ra. 625,000 p1p. 7 %00,000 N 720,00 Wi G
Kandy - price per perch
Lot 57, Pan Mo 426 Mis - 41, Muin Street, Pathana Bazr, Markel comparsbie method
Kot Nuwara Eliyn - peice er perth AT, 000 .1 4,037,500 5,562,400 1 E25.000 & B78,000 2125 11125000
-price per 5q.F1 L O LA TR CR T N
- Depricintion ratn 17%
Lot 1, Plan M TIRY, Gonabagahawetia, Uiahnmalle Viage, rﬂ_.,annanﬁ_.._.___rf et hinid e 1000000 pp 17,400,405 LT MK 400,000
Mlakarngiema - prica per peich Chieie
Lat I, Plan No: 102H4/A Kanachepoln villuge. K skt commparabl mehied xS 2,914 000 1,500,000 7,914 18,500,000
- price per perch Ie 3700 poag A
Al (8513 Moo AS 750 Lot 1, Plan No; Z218 & Lot |, Plan Me: 2219 Ganegoda vilge. | [Market compasably o e 135,000 p g 8,246 000 TR, 246,000
Kinumegaln ___|[- price per peech = — l___ =
i W Gamini Senevitmthng Lat 1, 2 & 3 Plan M 181-2013, Dewpahsia, Kuruwita, "~ |[Marker comparable metsod _
Chinnereid Valuer, Flw Ralsmupura - prive per perch B 14,028 pp S LR T - 47,0001, 000 GO, _
{5 Lonks) LM - Fr 128
57535, CKHI | 52 ) 572047 500 j91,712 800 1507, 500 6512 500
Valuarian Techniques nnd Sensitivity of the Fair Value Metsurement
aluarian technique Signilicant unobservable salumtion inputs Senigltnaty of the falrvnhio meaairement 1o mpul
Warkes comrparsle Price et pech for laod Prie | The estimated fnir value would inorense ! (docrease) it price pes
This mretha per sequinre Teea for builibeg Depricietion | perck'S 0 Deprication rate would kigher ¢ (lestery
o rate fior huilding
Cirass monhly rental Yo | The estimazed fale snhue would increase / (decussel fhinanisi rerdnl woks
purchise Walil Pesind higher | {besser)

s

i _“..h._._.._____w_n.h

i

A
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

15,

15.1

25.2

253

PROPERTY, PLANT AND EQUIPMENT

Al costd valuation

Balance s at 01 Tanuary 2024
Additions

Dhisposals

Balance as at 31 December 2024

At cost! valuation

Balance as at 01 Januory 2025
Addlitions

[isposals

Balance a5 a1 31 December 2025

Aveumulated Depreciation

Balance as at 01 January 2024
Charge for the year

Disposals

Balance as at 31 December 2024

Accumulated Depreciation
Balance ns at 01 Janunry- 2025
Charge for the vear

Disposals

Balance as at 31 December 2025
Mt book value As at

Asaut 31 December 2025

As at 31 December 2024

Acquisition of property, plant and equipment during the year :
Diuring the financial vear, the Company acquired property, plant and equipment including transfer from the capital work in progress lo the aggregate value of Rs, 90,207

7237291 15).

; Furniture Office & E_u_“:..; Sign Telephone  Electrical Motor Fixtures
Lond Buildings and fittings  equipment s A hoards system equipment vehicles and fittings
ACCERIOrIcs
Rs. Hs, Rs. Rs. s, 4. s, Rs. s, . Rs.

Q2900000 156,THLO00 20,097,283 39,562 827 133,104,125 6,750,892 4834655 26228620 23349550 24,132,387 527,660,319
- - K. 141,696 [ 2,830,996 209515079 1,949,058 3411760 10403967 (y 5719435 72372911

. - . - (171,850 - - - {12,325,204) - i12.497.054)

G2 S0, 000 156,700,000 83387 52,393,823 162,847,354 B.T00,K50 B246,415 36,632,587 (1,024,246 29451842 AR7.536,196
Q2,900,000 156,700,000 28238979 52,393,823 162,847,354 R.700,850 8,240,415 36,632,587 11,024,346  J9851,842 587,536,196
= - 10,873,626 17,291,356 38.387.093 3,208,332 2720056 10,833,656 - L RT 093 9207212
- - (553,115} {611,644} (GA167F (2,106, 180) - - - (115.675) (4.028,293)
92,900,000 156,700,000 38559490 69,073,535 200,592,768 9 KM, 002 10975471 47 466,243 11024346 36623260 673,715,113
- - 0 586,469 14,423,572 56,839,532 2,751,637 1,673,304 7,389,487 19,958 574 6,470,748 119,000,453

3 4,003,295 2,204 062 4,875,132 25,365,735 861,246 1,378,265 3,645,506 1,766,191 1182548 47,377,080
- - - - {119,085)C - - - (11,325.249) - (11,444,334

i 4,003,295 | 1.K85.431 19,298,704 £2.086,182 3,612,923 3051659 11,035,393 10399516 9650006  1535032,199

- 4,003,295 |1.885431 19,298,704 82,086,182 3.612,923 051,659 11,035,393 0,399,516 9650006 155032144

- 3,992,356 2,932,535 5,992,182 28,435,989 1000, 230 2,038,624 4,756,504 232,235 3053406 52 ,mf.mﬁ
- & { 56, 906) (451,761) (444.697)  (1,845.674) - - - (110,602) {3,399,640)

- 7,095 651 14,27 1,060 24 839,125 110,077,474 2, 767479 5000281 15,791,897 10,631,741 13,202,390 204,667, 100

G2 GO0, 00 152,696,705 16,353 54% 33095119 80,761,172 5,087 027 5190756 25597 1% 624,830 200192746 432,503,997

Title restriction on property, plant and equipment .
There are ne restrictions that existed on the title of the property, plant and equipment of the Company as at the reporting date.

Capitalisation of borrowing eosts
aupitalised horrowing costs related to the acqu

I'here were n

-47-

Praperty, plant N.__E“._“._.E.._m%_._n: included fully depreciated nssets amounting 1o Rs. B2.457 4734 as at 31 December 2025 (a5 ot 31.12.2024 - R=, TRO7T.528/),

on of property, plant and equipment during the year ended 31 December 2025 (Year ended 31.12,.2024; Nil).

L2120 (Year ended 31.12,2024 - Rs.



CBC Finance PLC

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2025

15, PROFPERTY, PLANT AND EQUIPMENT {Contd...)

Measurement of Tair values
The lair value of lind and buildings was determined by external, independent property valuers, having appropriate recognised professional 4
property heing valued, The independent valuers provide the fair value of the Company's land and buildings every 3 vears.

The fair value measurement of all of the land and buildings has been categorized as a Level 3 fair value based on the inputs 1o thie valuation techmgues used,

257

Iate of valuation: 31 December 2023

Information on valuation of frechold Land and Buildings of the Company.

fications and recent experience in the location and category of the

Name of the _.==___nn_n"“_ T i i . s ﬁE.J...“_h ..._u.__._n hefore B e Revaluation gain Recognized
professional Lucation of thie Method of valuation | Range of estimation valuation of o
valuer/Location amid property {(Perches) | (Suara Ani signiticant for unobseryable Lanil Ruildings Land Buildings Land Buildings
Addvesn fee) unnhservahle inputs inpts
Hs. Rs. Rs, s, Rs. Hs,
Sarath G. Fernando,  [|Mo. 187, Kalugastota 11.93 1892 e Valuation on ® Liseful life period
Road, Kandy, Comparative Method. |of the Building 15 31
FIV o Llsctul life periad of |vears
Charlered Valuer, the Building. # Price per perch R,
Wattegama, & Price per perch for  |6,000 000~ 05,630,000 | Oy, 720,655 TGO 127,000 000 5.570,000 20,273 345
S Lanka Iand ® P'rice per sq. foot
® Price per square foot] Rs, 13,7004
for building & Depreciation rate -
& Depreciation rate | 5%
Mo, 182, Katugastota 339 714 slisefi period of
Raoad, Kandy the Building is 25
venrs
® Price per perch Rs,
&, 500, (- 18, 100,000 Jraraone | 20,300,000 29,700,000 200000 (2274002
® Price per sq.foot
R, 140,000/
& Depreciation rale -
200
B3, 730,000 138, TIHLAST O3 GO0 000 156,700,000 9170000 17,990 343
2571 The carrying amount of Company’s revalued assets that would have heen included in these Financial Statements had these assets been carried ot cost less accurnuluted depreciation is as Tollows:
225 024
Cost Accumulated  Carryving Cost A n...:i_mu_:.!_ Carrying
depreciation value depreciation vilue
s, Rs, s, Rs. Rs. R=.
[and 40,313 868 - 40313808 40313808 - 411313 ke
Funlding B2,904 684 15,956 6K iy, B4 B D03 #2404 684 14,298 587 8 06, 097
Tatal 123,214,552 15950681 1072601871 123218551 14,208 58T 1084919945
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2023

25.

25.3

25.9

25.10

25.11

26.

27.

PROPERTY, PLANT AND EQUIPMENT (Contd...)
Fair value measurement

Measurement of the fair value of the Land and Building is using the unobscrvable inputs. which need to be treated as
Level 3 in accordance with SLFRS 13 Fair Value Measurement.

Impairment of property, plant and equipment

The Board of Directors has assessed the potential impairment loss of property, plant and equipment as at 31 December
2025 specially considering the present economic condition. Based on the assessment, no impairment provision is required
to be made in the financial statements as al the reporting date in respect of property, plant and equipment. The
management has taken necessary actions to safeguard the assests to ensure its future economic value would not diminish.

Property, plant and equipment pledged as security

Details of property. plant and equipment which have been pledged as sccurities as at the reporting date are disclosed in
MNaote 30.5.

Market Comparable Method

The comparison method to property valuation is an approach which uses the value of recently sold comparable assets o
determine the value of a property.

INTANGIBLE ASSETS
Computer software 2025 2024
Rs. Rs.

Cost
As at 01 January 63,263,619 56,266,999
Additions during the vear 2,857,518 6,996,620
As at 31 December 66,121,137 63,263,619
Amortization
As at 01 January 29,686,857 24,530 259
Additions during the vear 5,554,202 5,147,598
As at 31 December 35,241,059 20 6B6,857
Carrying value as at 31 December 30,880,078 33,576,762

2025 2024
RIGHT OF USE ASSETS Rs. Rs.
Asat 0] January 68,159.813 62,696,695
Additions during the vear 194,297,342 34,482,568
Amortization for the vear {46,293, 87T) (29,019.450)
As at 31 December 216,163,278 68,159 813

A9
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NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2025

28.

23.1

23.

OTHER ASSETS Notes 2025 2024
Rs. Rs.
Financial
Refundable deposits 32,633,127 12,814,599
Debuors 1.783.178 1,783,178
34,416,305 14,597,777
Allowance for impairment losses - debtors 28.1 (1,783,178) (1,783,178)
32,633,127 12,814,599
Non-financial
Prepayments 36,716,839 29,126,130
Other receivables 216,776,836 73,367,855
WHT receivable - 642,811
253,493 675 103,136,796
Total 236,126,302 115,951,395
Allowance for impairment losses - debtors
Debtors (1.783,178) (1.783.178)
(1,783,178) (1,783,178)
FINANCIAL LIABILITIES AT AMORTISED COST - DUE TO DEPOSITORS
2025 2024
Rs. Rs.
Savings deposits 352,202 -
Fixed deposits 13,969,773,192  10,311,261,790

13.970.125,594

10.311.261,790
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NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 20235

3. FINANCIAL LIABILITIES AT AMORTISED COST
- DUVE TO BANKS AND OTHER FINANCIAL INSTITUTION

Bank overdrafis

Due 1o hank - Securitized bomowings

D 1o bank -Unsecuritized horrowings

(ither financial institution - Secuntization loans
Total

30.1  Due to bank -Securitized borrowings

For the year ended 31 December
2025

Direct bank borrowings

Term loans

Commercial Bank of Cevion PLC
Sampath Bank PLC

Total

For the vear ended 31 December
2024

Direct bank borrowings

Term loans

Commercial Bank of Ceylon PL.C
Total

30,2  Due to bank - Unsecuritized borrowings

For the year ended 31 December
2025

Sampath Bank PLC

DFCC Bank PLC

Hatton MNational Bank PLC
Mations Trust Bank PLC
MCB Bank Limited 511 Lanka
Total

For the year ended 31 December
024

Sampath Bank PL.C
Bank Of Cevlon
DFCC Bank PLC
Total

303  Other financial mstitution - Securitization loans

For the vear ended 31 December
2025

Think Capital Partners (Pvt) Lid
Capnal One Pariners
Total

For the vear ended 31 December
2024

S & (s
Tpital Partners (PviThid
chariercd

L hecountams
'.;‘--h_ht- g ,.-f/r*

COLOWC

As at
01.01.2025

Rs.

1,349,656.461

Loans ohtained
during the year

Hs.

5,335,000,000

Motes

30,1
302
g

Interest
expense for
the vear

Rs.

102,711,962

2025
s

27973 893
3,945, 186,490

2024
Hs.

207,121,188
1,349, 656,460

(4,792.925.528)

(019,419,630 995,858,408
2022 983 238 497 533,053
12015363277  3,050,169,109
Repayvments As at
during the vear 31122025
Hs. Hs,

1,994 442 893

- 1,500,000,000 - {7.040,854) 1950743596
1,349,636,461 6835000000 T02.711,962  (4,799.066,382)  3.945,186490
Asat l.oans obisined Interest Repaymenis As at
01.01.2024 during the year  expense for  during the year 31.12.2024
the year
Hs. Rs. Hs. Rs. Rs.
2,170,195,258 3.260,000,000 162584491  (4.243,125.288)  1,349.656,46]
2,170,195.258 3260000000 162,584,491 (4243 133 288) 1349656461
Asat Loans obtained Interest Repayvments As at
07.01.2025 during the vear  expense for  during the vear 31.12.2025
the year
Rs. Rs. Rs. Hs. Rs.
495,741,148 1,795 200,000 47,184,611  (1,379.489.118) 500,652,192
- TS0, 000, 000 502,329 - 750,502,329
504,117,260 S970.000000 116,849,688  (3,3254123098) 3,261,554.350
- 2. 470,000,000 21,836,494 (1427675579  L0D4.160.915
- 500,000,000 13,818 848 (11,269,179 502,549,670
095.858.408 11425000000 200,191,970 (6,143,846274)  6.019.419,656
Asat Loans obtained Interest Repayments Asal
01.01.2024 during the year  expense for  during the year JL12.2024
the yvear
Rs. Rs. Rs. Rs. Rs.
491,051,151 1,165,000,000 37418264 (1,197,721,267) 495,741,148
71,620,570 - [442262 (73.062.832) -
- 500,000,000 117,260 - 504,117,260
562671721 1.665,000.000 38970786  (1.270.784.099) 995,858,408
As at Loans obtained Interest Repayments As al
01.01.2025 during the year  expense for  during the year 31.12.2025
the vear
Rs. Rs. Hs. Rs. Hs.
497,533,053 500,000,000 106,051,921 (115.875,0000) Q87.709.974
- 1000, 000, (00 50,073,999 (14.800,735)  1,035,273.264
497,533.053 1.500,000,000 156,125,920 (130,675.735)  2.022,983.238
Asal Loans obtained Imterest Repayments As at
01.01.2025 during the year  expense for  during the year 3022025
the year
Rs. Rs. Hs. Rs. Hs.
500,000,000 4,043,053 (6.3 10,000) 497,533 053
- S00_000,000 4043053 {6.510,000) 497,533,033
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Yeur

k113

RIS

ended 31 December 2025

DUE TO BANKS (Contd, ..}

Institutional borrowings

nl....

Lecouniants

....,“.,I. ...._ﬂ:.._ =

o

B3,

Institution Asal Loan ohtained || Interest expense Hepayments As at Tenure of | Security affered | Prevailing
during the year for the year S loan interest
01/01/2025 Capital Interest 3/122025 e
(Hs) (Hs) (Rs) its) (Hs} Mf;
Primary property
&
Commerci ‘e S Years/ | o BABE
ommercial Bank of Ceylon || 200 coe gen Il 5335000000 | 102711962 || 4691588600 | 101336928 | 1.994.442.80 Years/ | piortgegeover | 9.14%
PLC revalving
lease and loan
receivables
Commercial
5 Yenrs! 4 mﬁmﬁ_n_ﬁ...ﬂ o1 000w
Sampath Bank PLC 495,741,148 3,205,000,000 47,184,611 1,339.957.518 46,572,454 2451395, 748 Years / ) 9.94%
covolving | IOTIBRGE OVEN | g geqp
bl Wehicle loan '
__ receivahles ]
B Commerncial ) i
I . i
DFCC Bank PLC ; 750,000,000 502,329 . . 250:502,320 | 3 Months [ o lenerar | 1230
6 hMonths ; [2.14%
C Com fiart
. . 4 Wt h.an_.snﬁ_n_, 9 199/
Hutton BMational Bank PLC S00,117,260 & TOLOH, (O 116,849,688 3,225.000,000 100,412,398 1.261.554.550 ; Bank letter of
/Revalving el 9.90%%
Comfiort
I anital e M A OV
Cink Coptel Fatnen (Il | goraszos 500000000 || 106,051,921 105735000 || 10140000 | 987700974 | 3 Years | MOTBAREONT |y g,
Ll Jense receivables
ST ¥ ?_mD.ﬁ_.Eﬁ wver i
Capiral One Pariners - 1,000, 000,000 S0.073,090 14,800,735 - 1,035,273, 264 3 Years ; 11L25%
lease receivables
Commercial
Mutions Trust Bank PLC - 20,000,000 21,836,494 1A 0L CHE, D0 17,675,579 1LO04, 160,915 | Revolving| Bank letter of 10 64%
L Comn fort
ited & = o Commercinl
ik = 500,000,000 13,818,848 50,000 11,219,178 502,549.670 | Revolving | Bank letter of | 9.00%
Comlirt
Crartared 2.843,047,921 19,760,000, () 450020852 10,787,131,852 287356538  11,987,589,384
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3.

K11

3.

RIB

DUE TO BANKS (Contd...)

Assels pledged

The fillowing assets hove been pledged as security for linhilities,

MNature of pssets Facility 2025 024
Rs. Rs.
Lease and loan receivable Commercial Bank of Cevlon PLC - 4,825,797.240 || 5701947694
loans and bank overdrafl
Property at Mo, 152 & 187, Katugasatota Road, |[Commercial Bank of Cevlon PLC - 75,041,000 75,000,000
K amely loaan and hank overdrall
[Leuse and loan receivable |[Think Capital U 2.474,374.535 [ 650.265,709 |
[Lease and loan receivahle |[Sampath Bank 3,037.437.984 || =
_Hhmxn nnd loan receivahle = Capital One Partoers _._ L
10.412,600,750 6427,213,403
DEBENTLURE
As at December 31, 2025 024
Crrass
Mumber of Gross Carrving Number of Carriing
Debentures Value Dehentures .{u_.:.
Rs. Rs.
15,000,000 1,499 (%] 229 - -
Totul | 5,040,000 1,494 681,229 - -
Categories of the Debentures As at 31 December 2025
= _— Interest 2_“__.“ of Market viilis
Interest Cilective compurable
I m
Categories pavahle Allotment date || Maturity date Lonpan ate annual yield Government . — Rs.
. frequency Security Highest Lawest erind En
Yo ¥ Yo s, Hs. Ra.
Fimed Rate Debentures
lssued in 2025 _ . .
Lis _Eznm..._a__._._..m Anmually 03.12.2025 (1212, 2050 11.50 L1.50 9,73 Mol traded during the period 1.499,691,229
8 ited] Redecmable
trire 30252084 \
) Lais trédidel M__m.ﬂmrmﬂ.,ﬂ.r:m% uring the period "

Lol omel
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32

31.1

32.1.1

32.1.2

EMPLOYEE BENEFITS
Defined benefit plans Notes 2025 2024
Rs. Rs.
Movement in the present value of the defined benefit obligations
As at 0T January 23.097.606 15.694.914
Included in profit or loss
Current service cost 5.740.588 3.564.481
Interest cost 2,540,737 1.961.864
8,281,325 3,526,343

Included in other comprehensive income
Actuarial losses during the vear _!' 321 5.585,737 3.603,250
Payvments made during the year {3.624.275) (1.728.903)
As at 31 December 33,340,393 23,097.606
Amount recognized for defined benefit obligation in other comprehensive income
Cumulative {gain) / losses as at 01 Janvary G08,786 (2,696.464)
Actuarial losses recognized during the year 5.585.737 3.605,250
Cumulalive losses / (gainjas at 31 December 6,494,523 Q08 TEA
Actuarial assumptions
Financial assumptions 2025 2024
[iscount rate 9.5% p,a,!l 11.0% p.a.
Salary increment rate 10.0% p.u.]l 10.0% p.a.
Demographic assumptions
Stall urnover 17%]| 16%
Mornality A 1967/70 Mortality Table
Disability 10% of Mortality Table
Retircment age Normal retirement age. the employees who are aged over the specified

retirement age have been assumed to retire on their respective next

birthday.

The average duration of the defined benefit plan obligation at the end of the reporting period is 5.3 years for the Company
(2024 — 6.0 years)

An actuarial valuation of the gratuity was carried out as at 31 December 2025 by Mr. M. Poopalanathan, AlA, of Actuarial
and Management Consultants (Pvt) Limited. a firm of professional actuaries. The valuation method used by the actuary 1o
value the fund is the "Projected Unit Credit Method". recommended by LEAS 19,

-~ B Yy
ot ey |

Yo
Shart ared
Accountaits
' 4
S e ]
A
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32, EMPLOYELE BENEFITS (Contd...)

32.1.3 Sensitivity Analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions, holding other assumptions

constant, would have affected the defined benefit obligation by the amounts shown below.

Discount rate (1% movement)
Salary increment rate { 1% movement)

33, LEASE LIABILITIES

Asal 01 January

Additions during the year
Acerual of interest for the year
Payments made during the vear
Balance as at 31 December

331  Amounts recognized in financial statements
33.1.1 Amounts recognized in profit or loss under SLFRS 16
Interest on lease liabilities

Right-of-use asset amortization
Expenses relating to short term leases

33.1.2 Amounts recognised in statement of cash flows under SLFRS 16

Lease interest paid
Capital payment of lease labilitics

33.1.3 Undiscounted lease pavable

2024
Increase Decrease
(Rs.) (Rs.)
(1,534,175) (1,203,374) 1,343,246
1,352,745 (1.232.600)
2025 2024
Rs. Rs.
74,210,693 64,874,901
194,297,342 34482 568
13,441,557 8,112,811
(68.315.993) (33.259.587)
213,633,599 74,210,693
2025 2024
Rs. Rs.
13,441,557 E 112811
46,293,877 29.019.450
8,447 954 6,811,798
2025 2024
Rs. Rs.
(13,441,557 (8, 112.811)
(54,874.436)  (25,146.776)

The following table sets out the maturity analysis of lease payment showing the undiscounted lease payments to be paid

after the reporting date.

Less than one year
One to two years
Two to three years
Three to four vears
Four to five years

:__ el
Ll :L.-" h‘.‘lﬁ'l_.-

-50-

2025 2024
Rs. Rs.
65,807,513 33,553,735
39,140,857 26,407,730
38,116,510 16,861,871
43,806,869 12,251,130
18,322,123 3,793,240
247,193,872 92,867,706
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34. DEFERRED TAX ASSETS

As al 0] January
Origination / (reversal) of temporary differences
= Recognized in profit or loss
- Recognized in other comprehensive income
As al 3] December

.1 Summary of net deferred tax

Deferred tax liabilities
Accelerated depreciation for tax purposes - Ohwn assets

Accelerated depreciation for tax purposes - Right of use assels

Revaluation surples on buildings

Tax on capital assets (lands) (Note 34 3)
Fair value pain on investment properties
Unrealized gam on FVOCT

Deferred tax assets

Defined benefit plans

Camed forward tax losses

Camed forward unclamed imparment losses
Amaortization of lease habilities

Net deferred tax assels as at 31 December

34.2 Deferred tax assets and liabilities are attributable to the following:

2025 2024
Notes Rs. Rs.
(283,122,147) (359259949
L S (27406,783) 76,122,635
- (2,715.6886) 15,147
(313244617 (283.122.147)
2025 2024
Temporary Tax effect Temporary Tax effect
dilference difference
Rs. Rs. Rs. Rs.
102,405,055 30,721,517 82,508 268 24 752 AR0
216.163.278 64 848 983 68159813 20,447 944
TH331.571 23199471 B0LD03.929 24001179
52 586,132 15,775,840 52 586,112 15.775.840
13,238,367 3.971.510 6918 347 2075510
2371.903 771,571 6,038.453 1,811,536
464 296306 139288 892 206214 962 B8 864 489
33,340,383 10,002,115 23,097 600 6,929 280
= - 131 465975 39,439,793
1.261.471.045 378441313 1,011,181,183 303,354,355
213,633,599 b, 090, 080 74,210,693 22263,208
1,508 445 027 452 533508 1.239955.451 371,986,630

{1,044, 148,720}

(31324 616)

(943,740 489)

(283.122.147)

Recognized in Profit or Recognized in Other Statement of Financial Position
Luss Comprehensive Income
Year Year Year ended Year  ended As at As at
ended ended

3122025 31.12.2024 31.12.2025 31.12.2024 31.12.2025 31.12.2024
Deferred tax liabilities Es. Bs. Rs. Rs. Hs. Rs.
Accelerated depreciation for tax - {969 705) - - - -
purposes - Lease assets (MNote 34.4)
SAepriteatod acprociation: for e 5969037 3102927 : : 0721517 24752480
purposes - Cham assets
Amortization of right of use assets 44 401,035 1,638 935 - - 4 848 OR3 20447 042
Revaluation surplus on buildings (BO1,708)  (801.709) 2 = 25,199.471 24,001,179
Revaluation surplus on lands (Note - - - - 15.775.840 15.775. 840
343
Fair value pain on investment 1.896,000 { 165,000 - - 3971510 2075510
properties
Unrealized gain on FVOCT = . (1,039.965) 1,006,722 771,571 1,E11,536

51464368 2805448 {1,039.965) 1,096.722 139,288,852  EE.864.489
Deferred tax assets
Defined benefit plans (1.397.114) (1,139231) (1.675.721) (LOB1.573) 10,002,115 6,929 280
Carricd forward tax losses 39439793 32534598 . - - 394359793
Carricd forward unclaimed impairment  (75.086.958) 44722578 - 37E441.313 303,354 355
losses
Amaortization of right of vse asscts (41.8526,872) (2.800.738) - 64,090,080 22263208
Unrealized loss on FVOCT = - = = - -
Fair value losses on investment - - - - - -
properties

SR e (78871 151) 73317207 {1.675.921) (1,081.575) 452 533,508 371,980,636
erred fax 'llt'l'ﬁi};%'r{h sment of
orit or t':."'f-t’:_': nib' \other
comtprel e S SN )J' (27.406.783) 76,122,655 (2.715.686) 15.147
. R
E 31 December (313,244 616) (283,122.147)

55-
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34,
343

344

DEFERRED TAX ASSETS (CONT.)
As per the Inland Revenue Act No. 24 of 2017, which is effective from 01 April 2018, Capital Assels aitract lax at

applicable corporate tax rate on the gains at the time of disposal. Accordingly, deferred tax liability has been recognised at
30% (2024 - 30%) on the revaluation surplus relating to freehold land in these Financial Statements,

Az per the Inland Revenue Act No. 24 of 2017, which is effective from 01 April 2018, Finance Lease agreements need to
be considered as a loan granted by the lessor to the lessee. Accordingly, the previous method of calculating the profits from
the business of finance lease has been changed and the leasing business would be subject to tax on profits derived from
such operations being the lease interest less expenses.

However, any profit, loss, receipt or payment in respect of any finance lease agreement entered into, prior to 01 April 2018,
will be computed in accordance with the respective provisions of the Inland Revenue Act, No. 10 of 2006. Therefore, a
deferred tax liability has been recognised on accelerated depreciation for tax purposes on lease assets as at 31 December
2025 which were entered into prior to 01 April 2018,

35. CURRENT TAX LIABILITIES 2025 2024
Rs. Rs.
As at 01 January (394,940) 2,605,060
Provision for the year 157,223,258 -
Payments made during the year (10,961,060 (3.000,000)
As at 31 December 145 867 258 (394 940)
36. OTHER LIABILITIES 2025 2024
Rs. Rs.
Financial
Trade payables 0,827,563 30,363,849
9.837.563 30,363 849
MNon-financial
Accrued expenses 1,470,837.931 308938016
Stamp duty pavable 1,049.355 3,685,665
1.471,887.286 312,623,681
Total 1.481,714.849 342 087,530
37. STATED CAPITAL
As at December 31, 2025 2024
Number of Value of MNumber of Value of
shares shares shares shares
Fully paid ordinary shares Rs. Rs.
As at 01 January 221,793,834 4,254,999 952 221,793,834 3,254 999 954
Issue of ordinary shares 71,315,291 - = 3
Asat 31 December 293,109,125 4,254,999 952 221,793,834 3,254,594 964
37.1 Shareholders as at, 2025 2025 2024
Holding No of No of
Ya shares shares
Commercial Bank of Ceylon PLC 100 263,109,125 221.793. 834
Total 100} 293,109,125 221,793,834

e

57-

y sliages are entitled to receive dividends as declared from time 1o time and are entitled to one vote per
rvidual present af meetinds of the shareholders or one vote per share in the case of a poll.
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38.

39.

39.1

39.2

39.3

39.4

ACCUMULATED LOSSES Notes 2025 2024
Rs. Rs.
As at 01 January

(610,441.417) (431,325.175)

Profit for the vear 235,817,740 81.541.007
Actuarial losses on defined benefits plans, after tax 13.910,018) (2.523.673)
Transferred to statulory reserve fund 391 (11,790.887) (4,077,050)
Transferred to regulatory loss allowance reserve 27,584,476 1254,056,524)

As at 31 December {362,740,104) (610,441,417}

OTHER RESERVES 2025 2024
Rs. Rs.

Capital reserve 50,000 50,000
Statutory reserve fund 39.1 49106515 37405628
Revaluation reserve 392 98,517,078 9E.517.078
Fair value reserve 393 1.800,335 4226918
Cieneral reserve 9.4 20,097 889 20,097,589
Regulatory loss allowance reserve 226,472,048 234,056,324
Tatal 396,133,865 414,354,037

Statutory reserve fund

As at 0] January 37405628 33328578
Transferred from retained earnings 11,790,887 4,077,050
As at 31 December 49,196,515 37,405,628

"Statutory reserve fund' is a capital reserve which contains profits transferred as required by Department of Supervision of
Non Bank Financial Institutions of Central Bank of Sri Lanka, under the Finance Companies (Capital Funds) Direction No.
01 of 2003. Accordingly, 5% of the net profit for the year is transferred 1o the Statutory reserve fund during the financial
vear.

Revaluation reserve

As at 01 January
As at 31 December

2025 2024
Rs. Rs.
58,317,078 98,517,078
98,517,078 98,517.078

The revaluation reserve relates to revaluation of freehold land and buildings and represents the fair value changes of the

land and buildings, as at the date of revaluation,

Fair value reserve

The fair value reserve comprises:

- the cumulative net change in the fair value of equity securities designated at FVQCI and,

- the cumulative net change in fair value of debt securities at FVOCT until the assets are derecognised or reclassified. This

amoun! is reduced by the amount of loss allowance.

General reserve

ounts appropriate

rarierad

\ Coounignts
& e
L o ';_.." E'HILBO

pthe general reserve is to meet potential future unknown liabilities and the balance comprises of
he Board of Directors as a general reserve.
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40. FAIR YALUE OF FINANCIAL INSTRUMENTS

Ihe Compary has an cstablished control framework with respect 1o the measurement of fair valees of investments. The Asset and Liabilify
Committee {ALCO) has overall responsibility for independently verifving the results of trading and investment operations and all
significant fair value measurements arc carried out by the finance division. which include ;

# ® W #

Verification of observable pricing;

Re-performance of model valuations:
Quarterly calibration and back-testing of models against observed market transsctions;
Analvsis and investigation of significant daily valuation movements; and

Review of significant unobservable inputs, valuation adjustments and significant changes to the fair value messurement of Level 3 as

explained below,

When third party information, such as broker quotes or pricing services, is used to measure fair value, documents of evidence are obtained
from third parties to support the conclusion that such valuations meet the requirements of SLFRS/LKAS.

Ihe following table shows the cammying amounts and fair values of financial assets and financial liabilitics, inchuding their levels in the fair

vitlue hierarchy.

Carrying amount A X .
31 December 2025 Classification . Level 1 Level 2 Level 3 Total
Hs. Rs. Rs. Hs. Rs.
Financial assets measured at fair value
Investment in unguoted shares Fai 2,505,128 - - 2,505,128 2,505,128
= “air value
Aapvesiiticnly in gavenmiinet through OCL | 1017605458 - | 17605458 - | 1,017.605.458
secunles
1.020,110,586
Financial assets not measured at fair value
Cash and cash equivalents 686,120,299 - . =
Lioans and advances Amortized cost| 25958048 767 - - -
Other assets (Mo 27) 32,633,127 - - - -
26,676,802,193
Financial liabilities not measured at fair value
Dieposit liabilities 13.970,125,394 - - - -
Due to banks 12.015,563,277 . - . -
Debenture Amortized cost 1.499,691,229 = = = =
L.ease liabilities 213.633.599 - - - B
Oither linhilities (Note 34) 9877 563 - B . 7
27,708,841.062
. . Carryving amounit SN valne
31 December 2024 Classification z Level 1 Level 2 Level 3 Total
Rs. Rs. Rs. Rs. Rs.
Financial assets measured at fair value
Investment in unguoted shares : 2505128 - - 2505128 2505128
: Fair value
[m-.:ﬁ.,m::nb; in povernment through OCI
sgouritics 1017605458 - 1,017,605, 458 = 1,017,605458
1,020,110,586
Financial assets not measured at Tair value
Cash and cash equivalents 154,177,733 - 2 p B
Loans and advances Amortized cost | 10,142,399,731 = = & =
Other assets (Note 27) 23.836.965 - - - -

Financial liabilities not measured at fair value

10.320.414,429

Dicposit liabilities

Du;}dﬁks. ¥ "m

s liabilities

Amortized cost

Other liabilities ke 341,

10.5311.261,790

3.050,169,109

74,210,693

30,363,849

Lcountants  Jf

13,466,005 441
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40.

40.1

40.3

FAIR VALUE OF FINANCIAL INSTRUMENTS (Contd... )
Financial Assets measured at fair value

Methodologies and assumptions used to determine fair value of financial instruments which are already recorded at Lair value
in the Statement of Financial Position are as [ollows,

a. Imvestments in government securities
As Treasury Bills' Treasury Bonds are valued using Central Bank published rates, investments in government securities are
classified under Level 2.

b. Unguoted shares

The unquoted shares, which are held for regulatory purposes, are valued based on internal management information derived
from the audited [inancial statements based on the net asset value of the investec, which is a significant unobservable input in
measuring the fair value and hence it is categorized under level 3 in the fair value hierarchy.

c. Level 3 fair values

Reconciliation of level 3 fair value
The following table shows a reconciliation form the opening balances to the closing balances for Level 3 fair values.

Unguoted
equity securities
Rs.
Balance as at 01 January 2024 2,185,042
- Met change in fair value (unrealized) 172.960
Ralance as at 31 December 2024 (Note 21.1) 2.358.002
Balance as at 01 January 20235 2,358,002
- Met change in fair value (unrealized) 147126
BBalance as at 31 December 2023 (Note 21.1) 2,505,128

Fair value of the unguoted shares are derived based on the following unobservable imput.

Significant unobservable input Vialue of the inputs
Met assets value per share 25,051

Financial assets not measured at fair valoe

Moethodologies and assumptions used Lo determine [air value of financial instruments which are not already recorded at fair
value in the Statement of Financial Position are as follows.

Fixed rate financial instruments

The fair value of fixed rate financial assets and liahilities carried at amortised cost (e.g. fixed rate loans and receivables,
fixed rate borrowings) are estimated based on the Discounted Cash Flow approach. This approach emplovs the current
market interest rates of similar financial instruments as a significant unobservable input in measuring the fair value and hence
it is categorised under L.evel 3 in the fair value hierarchy.

Sensitivity of significant unobservable inputs used to measure fair valoe of fixed rate financial instruments

A significant increase / (decrease) in the market interest rate would result in lower / (higher) fair value being disclosed.

Assets for which fair value approximates carrying value
For financial assets and liabilities with short term maturities or with short term re-pricing intervals, it is assumed that the
carrying amounts approximate to their fair value.

and level 2
veen level | and level 2 during the year ended 31 December 2025,

-R0-
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41,

MATURITY ANALYS

SOF ASSETS AND LIARILITIES

Remaining contractual period to maturity as at the date of statement of financial position o the liabilities and sharcholders’ funds emploved by the Company is detailed below.

Assels

ash and cash equivalents
“inancial investments - FYOCT
financial investments - Amortized cost
|.oans and advances
Investment property

Property. plant and equipment
[mtangible assets

Right of use assels

Current 1ax assels

Deferred tax assets

Other assets

Totul assets

Percentage

Liahilities

Depasit linbililes
[Jue to banks
[ehenture
FEmplovee benefits
Lease linbilities
Current lax Habilities

Total Linbilities
Fauity

Stated capital
Retained camings
{Other reserves

2025 2024
Within After Taotal as at Within After Total as at
12 Months 12 Maonths JA12/2025 12 Manths 12 Manths 312024
Rs. . s, s, s, Its.
686,120,299 - fi¥ta, 120,299 166, 5494 B90 - [ 63y, 590, KO
LO17 605,458 2505, 128 1,020, 110,586 1.631,895, 592 2258002 1.634.253,594
393,527,270 - 3,803.827.270) - . -
17.769.232.790 K IBR.B154977 25058 048,767 BA16,607 060 50285649 714 13.445,176,774
ART, 530,000 ART. 30,000 775,060,000 340,450,000 340,450,000 GRS, D0
6, 286, T84 408,761,231 460,048,015 48,292 247 A84,210,750 432,503,997
5,070,812 25,203,265 30.880.078 5,323,695 28,253,067 313.576,762
T0.936.500 145,226,778 216,163,278 26,135,614 42,024,199 H%, 150813
- - - 394,940 - 394,940
- 313244617 313,244,617 - 283,122,147 283,122,147
109,767,429 176,350,373 286,126,802 37,583,510 78,367 885 115,951,395
24.000,683,343 G647 646,169 33,648 329712 10,673,282.548 6, 187,356,764 16.860.63%.3]12
T1% 29%; 1% (3% 7% 10,
11,583,506,0932 2, 386,618,462 13,970,125, 3494 8. 806,273,979 1.504,987.811 IL31 1,261, 7H

9,089,342,968 2.926,220.309 12,015.563,.277 2.034,133,855 1016,035.254 3,050,169,109
2,051,319 1.497.639.910 1,499 691,229
. 33,340,393 33,340,393 . 23,047,606 23,097,606
52,131,791 161,501,808 213,633,599 23,481,888 50,726,805 74,210,643
145,867,258 . 145,867,258 . - E
274,118,627 1,207,596,222 1,481.714,849 155,149,239 157.838.29] 142,987,530
21,147.018,895 R.212,017,104 24,359,035,999 [1,019,040,961 2,782.685,767 13.801.726.728
. 4,254.999,952 4,254,999 952 : 3,254.999,964 3.254.999 964
- (362.740,104) (162,740, 104) : (610,441, 417) (610.441.417)
. 396,133,865 196,133,865 . 414,354,037 114.354.037
. 4.288.393.713 4,288,393,713 . 3,058.912,584 3.058.912.584
21,147.018,895 12.501,310,%17 33,648,329,712 11.019,040,961 5,841,598.151 16,860.639.312
63% 7% 1001% #5% 1595 1000
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42, RELATED PARTY TRANSACTIONS
The Company carried oul transactions i the ordinary course of 08 business with parties who are defined as related parties in 51 Lanka
Accounting Standard LKAS 24 - “Related party disclosures 7, the details of which are reported below:
42.1 Parent and ultimate controlling party
On 01 September 2014, Commercial Bank of Ceylon PLC fully acquired the CBC Finance PLC {formerly known as Indra Finance Limited
and Serendib Finance Limited) and accordingly the ownership of the Company was transferred to the Commercial Bank of Cevlon PLC
Therefore in the opinion of Directors, Commercial Bank of Ceylon PLC became the parent and ultimate controlling party of the CBC
Finance PLC from 01 September 2014 to as of date.
422 Transactions with key Management Personnel (KMF)
Key management personnel (KMP) are those persons having authority and responsibility for planning, directing and controlling the activilies
direetly or indirectly. Accordingly, the KMP include members of the Board of Dircctors of the Company and sclected key employvecss who
meet the eriteria for KMP.
As Commercial Bank of Ceylon PLC is the ultimate parent of the Company and the Board of Directors of Commercial Bank of Cevlon PLC
has the amhority and responsibility of planning, directing and controiling the activities of the Company, the Directors of Commercial Bank
of Cevlon PLC have also been identificd as KMP of the Company.
42.2.1 Compensation of Key Management Personnel 2025 2024
Rs, Rs.
Short term employee hencfits 24,620,133 19,723,750
Post emplovement bencfits 6,591 600 2319525
4112  Transactions with KMP
41.1.2.1  Statement of financial position
Deposit Lighilities 340.971.620 17,693,393
42.2.2.2  Statement of profit or loss and other comprehensive income
Interest on deposils 13477574 236331
41123  Transactions, Arrangements and Agreements Involving Close Family Members (CFMs) of KMP
CTFMs of a KMP are those family members who may be expected to mfluence. or be influenced by, that KMP in their dealings with the
cntity. They may include KMP's domestic pariner and children, children of the KMPs domestic partner and dependents of the KMP or the
EMPs domestic pariner.
42231 Statement of financial positinn 025 2024
Rs. Rs.
Deposit Liabilitics 74,635,782 54,573,782
42232 Statement of profit or loss and other comprehensive income

Interest on deposits 6,764,040 7.331.925

Chariered

areouptanis

e

LOMES
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41 RELATED PARTY TRANSACTIONS (Conid...)

4214

Transactions with the parent and related entities

Value of transactions

Balance as at 31 December

Name of the Mature of transactions Year ended Year ended
Company 2025 2024 2025 2024
Rs. Rs. Rs. Rs.
Crverdraft balance - - (27,973,893 (10,455, 78T)
O inlerest 2244943 410,665 - -
T z 5 (1954442 304)| (1,349,656,460)
Loan interest expense 102,711,962 162,584,491 - -
Loan interest paid 101,336,928 170,990,688 - -
Loans obtamed 5,460,000, 000 3,260,000,000 - =
Commercial Bank of {ly ;o renavment 4917925528 | 4.072,132.601 - %
Ceylon PLC (Parent) ;
Deposits / Advances - 335,000,930 {60354 084)
Interest on deposits / Advances 3,781,855 6,295 024 - -
Investment in Repo = = 2,500, 000, 000 -
Interest on Repo lnvestment 3,408,545 - - -
Building Rent recerved 668,592 To0 404 319,193 L
Commission for deposits 24,500 11,0003 R .
Deposits - (854 996.866) (977.021,795)
Commercial Investments in debentures - - (233,020,004 -

Development Company
PLC {Affiliate)

Mew deposits, net of withdrawals

92 024929

(332.021.793)

Orysys Lid ( Affiliate)

Interest on deposits 04 504,022 107 805,959 (45,152 216.91) (50,473.356)
Interest on debenture 2129101 - (2.129.101)
Dicposits - - (275.735,714) (254.017.240)

Mew deposits, net of withdrawals

(21,T18.474)

{40,650,709)

Interest on deposits

23,338,678

31.943.022

(13,324 466)

(14117426}

Sofltware development

11.992.631

6,803,639

Commercial Insuarance
Brokers (Affiliate)

Corporate agent fee

294 545

472,060

Commercial Bank of Ceylon PLC has provided letters of comfort to Sampath Bank PLC, DFCC Bank PLC, Hatton National Bank PL.C,
Mations Trust Bank PLC and Mushm Commercial Bank Lid as secunty against the term loans obtained amounting wo Rs. 1.0 Bn, Rs. 1.63
Bn, Bz 3.0 Bn, Rs 1.0 Bn and Bs. 1.5 Bn respectively.

42,25

Helated Party Disclosure

CBC Finance PLC (the Company) carmed out transactions in the ordinary course of husiness on an amm's length basis at commercial rates
with parties who are defined as related partics as per the Sri Lanka Accounting Standard - LKAS 24 "Related Party Disclosures™.

Lo
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RISK MANAGEMENT
INTRODUCTION

Risk is inherent in the Company's activitics but it managed through a process of ongomg identification, measurement and monitonng. This
process of risk management 15 cntical to the Company’s continuing profitability and each individual within the Company i5 asccountable for
the nsk exposures relating to ther responsibilines. The Company has exposure 1o the following risks arising from financial mstruments.

1 Credit Risk

2 Liguidity Risk
3 Market Risk

4 Operational Risk

Risk Management Framework

The Board of Directors has overall responsihility for the establishment and oversight of the Company’s risk management framework. The
Board has delegated its authosity w0 Board Integrated Risk Management Committee (BIRMC) which 15 responsible for developing and
monitoring Company’s risk management policies. The Commitize is headed by 2 non-exgcutive director and comprises executive and non-
exzcutive directors. Mectings of BIRMC are held regularly, and the Board of Directors is duly updated of its activities.

The Company’s risk management policies are established to identify and analyze the nsks faced by the Company, 1o set appropriate nisk limits
and controls, and to monitor adherence to established linvits, Risk management policies and systems are reviewed regularly o reflect changes
in market conditions, products and secrvices offered. The Company, through ils raining and management standards and procedures,
continuously updates and maintains a disciplined and constructive control environment, in which all employees are assigned and made to
undersiand their respective roles and responsibilities.

The economic downmm prevailing in the country has resulted in significamt erosion of purchasing power of households and led to decline in
disposablc income of the customers which had considerable impact on increase in default nsk. The Company has offered various forms of
assistants to make sure that customer’s ability to service contractual obligations do not deteriorate due to the prevailing economic crisis in the
country. Significant ncrcase in credit nisk (SICR) has been evaluated based on the numerous measures like present financial positon of the
customer, future earning capacity and the sector in which they operates and facihities stress tested and required overlays reviewed considering
the latest economic revival & reforms take place mn the latter part of the fnancial year,

Maintaining a hiquidity position duning this uncertain period remains a key prionity for the Company, The management has assessed the impact
of the economic uncerianitv on the performance and cash Mows of the Company and has ensured the financial strength of the Company

Senior Management involvement in Risk Management

The Business units (i.e. Credit Depantment, Recovery Depaniment, Finance Departmen etc.) have primary responsibility for Risk Management.
The scnior management team comprising Managing Director/Chiel Executive Officer. Chief Operating Officer, Chicf Risk Officer,
Compliance Officer, Head of Finance, Head of Sales and Marketing, Chief Manager Finance, Chicf Manager IT, Chiel Manager Recovery
and Chiel Manager Credit and Branch Administration, provide an independent oversight function and acts as the 2nd line of defence.

Risk Measurement & Reporting

The Company’s Risks are measured using appropriate techniques based on the type of nisk, and industry hest practices. The Company also
carmies out procedures 1o identify the effect of extreme events / worst case scenarios in most of the major type of nsks and the results wre
reported 0 BIRMC on a periodic basis. Monitormg and controlling risks i primarily performed based on policies, limits & thresholds
cstahlished by the Company. These limits reflect the busincss strategy and market environment of the Company as well as the level of nisk that
the Company is willing to accept. The Corporate Management team meets every month and deliberates on matters of inlerest in risk
management arising from operations. The monthly nsk management meeting is held 1o shonlist maters to be forwarded 10 BIRMO

Board Credit Commitiee

Board Credit Committee is chaired by the non idependent nom - executive director and comprises solely by non-executive directors The
committee meets regularty 1o monitor and manage the Company’s lending pontfolio, asset quality and recovery actioms. The commitlee also
periodically reviews the Company’s credit policy and lendimg rates to different business segments. in light of prevailing market conditions and
industry dynamics.

A separate Executive Credit Committee chaired by the Managing Director { Chief Exceutive Offtcer reports 1o the Board Credit Committee
and 15 responsible for managing the Company's credit sk

the Managing Director / Chiel Executive Officer reports to the Board Audit Committee and is responsible
Company's nsk management policies and procadures.
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43.1.1

RISK MANAGEMENT (Contd...)

Credit Risk

Credit risk is the risk of financial loss to the Company if a borrower or counterparty 1o a financial instrument. fails 1o
meet its contractual obligations, and arises principally from the Company’s loans and advances to customers and

investments in debt securities. Credit risk constitutes the Company’s largest risk exposure calegory. This can be broadly
categorized into two types; default and concentration risk.

Default risk is the risk of the potential financial loss resulting from the failure of customer or counterparty to meet its
debt or contractual obligations and arises principally from the company’s loans and advances to customers.

Concentration risk is the credit exposure being concentrated as a result of excessive build up of exposure 10 a single
counterparty, industry, product, geographical location or insufficient diversification.

Management of Credit Risk

The Board of Directors created the Board Credit Committee for the oversight of credit risk. A separate Executive Credit
Committee, reporting to the Board Credit Committee, is responsible for managing the Company’s credit risk, including
the following.

* Formulating credit policies in consultation with business units, covering collateral requirements, credit assessment, risk
grading and reporting, documentary and legal procedures, and compliance with regulatory and statutory requirements.

* Establishing the authorization structure for the approval and renewal of credit facilities. Authorization limits are
allocated to business unit Credit Officers. Larger facilities require approval by the Company's Executive Credit
Committee, Board Credit Committee or the Board of Directors, as appropriate.

* Reviewing and assessing credit risk: the Company's Executive Credit Committee and Board Credit Committec assess
all credit exposures in excess of designated limits, before facilities are committed to cusiomers by the business unit
concerned. Renewals and reviews of facilities are subject to the same review process.

* Limiting concentrations of exposure to counterpartics, geographies and industries (for loans and advances and similar
exposures), and by issuer, credit rating band, market liquidity and country (for investment securities)

* Developing and maintaining the Company’s processes for measuring ECL: This includes processes for:
- initial approval, regular validation and back-testing of the modcls used;
- determining and monitoring significant increase in credit risk; and
- incorporation of forward-looking information.

* Reviewing compliance of business units with agreed exposure limits, including those for selected industries, country
risk and product types. Regular reports on the credit quality of portfolios are provided to Board Credit Committee, which
may require appropriate corrective action to be taken. These include reporis containing estimates of ECL allowances.

* Providing advice, guidance and specialist skills to business units to promote best practice throughout the Company in
the management of credit risk.

Each business unit is required to implement the Company's credit policies and procedures, with credit approval
authorities delegated from the Board Credit Commitiee. The Executive Credit Committee reporis on all credit-refated
matters 1o local management and the Board Credit Committee. Each business unil is responsible for the quality and
performance of its credit portfolio and for monitoring and controlling all credit risks in its portfolios, including those
subject 1o central approval.

Regular audits of business units and the Company's credit processes are undertaken by lnternal Audit,
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iv.

RISK MANAGEMENT (Contd...)

Credit Quality Analvsis

The following table sets out information about the overdue status of financial assels measured ot amortised cost, FYOCT deht
investments. Unless specifically indicated, for financial assets, the amounts in the table represent gross carrying amounts.

Explanation of the terms “Stage 17,

As at 31 December

. Louns and advances

ar amartised cost

Current

Owerdue less than 30 davs
Orverdue 30 to 90 days
Overdue more than 90 days
Gross Carrying amount
Loss allowance

Carrving amount

Dbt investment securities

at FVacl

Low-fair risk

Carrving amount - fair value

Cash arnd cash equivalents
af amortised cost

Low-fair risk

Carrying amount

Debr investment securities

at amaorfised cost

Lowe-fair risk

Carrying amount - fair value

. Other assets at amortised cost

Current
Overdue more than 30 days
Gross Carrying amount

Loss allowance
Carrying amount

Chrartsred A
b ;;g'.:l‘;l""'-a”ts/}
o #r
4 —
+ —3

e
LOLOME

“Stage 2" and *Stage 3’ is included in Note 3.2.2.
2025
Stage 1 Stage 2 Stage 3 Total
Rs. Rs. Rs. Rs.
14.853.694.970 - - 14.853,694.970

4185469897

4,185,469,897

2024
Total

6,021,934,440
2,495,004,433

- 4860658322 : 4,860,658.322  2.904,043,020
: : 4.122,768.654  4,122.768654 _ 3,797,554,078
19.039.164.867 4.860,658322  4,122.768,654  28,022,591.843 15,218,535,97
(157.991.827)  (247.654.640) (1,658,896.609)  (2,064,543.076) (1,773,359,197)
18,881.173.040 4.613,003,682 2463 872 045 23.958.048.767 13445176774
1,020,110,586 z . 1,020.110,586  1.631,895,592
1,020,110,586 = - 1.020,110,386 _ 1.631,895.592
686,120,299 - ; 686,120,209 166,599,890
686.120.209 = = 686,120,299 166.599,890
3. 893.527.270 - - 3,893 527270 2358002
3.893,527.270 s - 3,803,527.270 2,358,002
32,633.127 - . 32,633,127 9,908,536
- = 1,783,178 1,783,178 19,968,688
32,633,127 = 1,783,178 34,416,305 29,877,224
- - (1.783,178) (1,783.178) (6.040.259)

32,633,127

32,633,127

23.836.965
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43.1.3

Collateral held and other credit enhancements

The Company holds collateral and other credit enhancements against certain of its credit exposures. The following table sets out
the principal types of collateral held against different types of financial assels.

Type of eredit exposure {iross receivable
As ar 31 December, 2025 2024
Rs. Rs.
Loans and advances
at amortised cost
Leazes 5216324629 5.169.980.976
1.933,044.874 3,058.530.467
Mortgage loans
Draft loans 9652414 526 3381453424
Vehicle loans 5.373.503,748 616,744,843
Gold loans 3.815300,710 1,101,269.421
Personal and business lpans 2,032.003,356 1,890,555 8B40
2R022,591 843 15.218.535.971
Other assets at amortized cost
Refundable deposits 32,633,127 12,814,599
Debtors 1,783,178 1,783,178
34.416.305 14,597,777

Percentage of
exposure
that is subject to
collateral
requirements

2025

97.52%
B4.51%

100.00%
98.94%
10:0.00%
13.00%

2024

G8.81%
84 78%

1000024
899.0%
100.00%
0.00%

Principal type of collateral

Motor vehicles and eqguipments
Residential and commercial
properties.

Motor vehicles

Motor vehicles

Gold articles

Personal guarantecs, cash back loans

There was no chanpge in the Company's collateral policy during the vear. Further, The Company did not observe any significant
deterioration in the quality of the collaterals and other credit enhancemenis during the reporting period.

The Company has not been recognised allowance for ECL for government sccurities denominated in Sri Lankan rupees, other
financial assets secured by povernment guarantees, treasurv bills and treasury bonds, Except for the above, Company has
recognised ECL for all other financial assets classified at amortised cost and debl instruments at FVOCL

Loan-to-value analysis of loans and advances

The tollowing tables stratify credit exposures from loans and advances by ranges of loan-to-value (LTV) ratio. LTV is calculated
as the ratio of the gross amount of the loan 1o the value of the collateral. The valuation of the collateral cxcludes any adjustments
for oblaining and selling the collateral. The value of the collateral for residential morgage loans is based on the forced sale value

determined b the professional valuer,

As at 31 December,

LTV Ratio
Less than 505
% - T0%%

T1%% - 9%
9% 1000
More than 100%
Unsecured

-67-

2025 2024
Rs. Hs.

3732115452 2.306,694,371
8,234, 260,400 J.BR0,595,628
12, 716,804,652 6,241,526,236
448.138.748 317.050.466
1.971.653 868 1,493,353.915
919618714 979315355

28.022,591.843

15,218.535.971
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RISK MANAGEMENT (Contd...)

Collateral held and other credit enhancements (Contd...)

Credit-impaired lnans

As ar 31 December, 2025 2024
LTV Ratio e R,
Less than 50% Al 413,272 453 531,787
$1%- 70% 578,336,751 268,707,110
1% - 90% 751747119 757.082.158
91%- 100% 188,995,564 221,190,284
More than 100% 1285034796  1.335.280,648
Whiecned 206341150 761,760,090
3122768652 3.197.554.078

Assets obtained by taking possession of collateral

Details of financial and non-financial assets obtained by the Company during the vear by taking possession of collateral held as
security against loans and advances and held at the vear end are shown below,

2025 2024

Rs. Rs.
Motor vehicles 89,780,708 49,637,242
89,780,708 49,637,242

The Comipany™s policy is o pursue timely realization of the collateral in an orderly manner. The Company does not generally use the
non-cash collateral for its own operations.

Amounts arising from ECL

Inputs, assumptions and techniques used for estimating impairment

Refer accounting policy in Note 3.2.2.
Significant increase in credit risk

When determining whether the nisk of default on a Gnancial nstrument has increased significantly since initial recognition, the
Company considers reasonable and supportable information that is relevant and available without undue cost or effort. This includes
both quantitative and gualitative information and analysis, based on the Company™s historical expenience and experl credif assessment
and including forward-looking information.

The abjective of the assessment i3 to identify whether a significant increase in credit risk has oecurred for an exposure by comparing:

- the remaining lifetime probability of default (PIY) as at the reporting date; with
- the remaining lifetime PD for this point in time that was estimated at the time of initial recognition of the exposure (adjusted where
relevant for changes in prepayment expectations).

The Company uses three criteria for determining whether there has been a significant increase in credit risk:

- guantitative test based on movement in PD;
- gualitative indicators; and
- & backstop of 30 davs past due.

Generating the term structure of PD
Days past due are a primary input into the determination of the term structure of PD for exposures. The Company collects performance
and default information about its credit risk exposures analysed by tyvpe of product and bormower.

The Company employs statistical models to analyse the dala collected and genemsle cstimates of the remaining lifetime PD of
exposures and how these arc cxpected to change as a result of the passage of time. This analysis includes the jdentification and
calibration of relationships between changes in default rales and changes in key macro-cconomics factors as well as in-depth analvsis
of the impact of certain other factors on the risk of default. For most exposures, key macro-economic indicators include : GDP growth,
mfiags and unemplovment, Based on consideration of a variety of external actual and lorecast information, the

praniy i lal'ﬁwﬁ%;_‘ case” view of the future direction of relevant economic vanables as well as a representative range of other
Qﬁm‘sihlg‘ foreeast seendrit®. Rhe Company then uses these forecast to adjust its estimates of PDs,
F N1 Tl =l J
AgCOUians
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RISK MANAGEMENT (Contd...)
Amounts arising from ECL (Contd...)

Determining whether credit risk hay increased significantly

The Company assesses whether credit risk has increased significantly since initial rccognition at each reponting date.
Determining whether an increase in eredit risk is significant depends on the characteristics of the financial instrument and the
borrower, What is considered significant differs for different types of lending.

Using its expert credit judgement and where possible relevant historical loss expericnces. the Company may determine that an
exposure has undergone a significant increase in credit risk based on particular qualitative indicators that it considers are
indicative of such and whose cffect may not otherwise be fully reflected in its quantitative analysis on a timely basis.

As a backstop, the Company considers that a significant increase in eredit risk occurs no later than when an asset is more than
30 days past due. Days past due are determined by counting the number of days since the carliest clapsed due date in respect
of which full payment has not been received,

If there is evidence that there is no longer a sipnificant increase in eredit risk relative 1o initial recognition, then the loss
allowance on an instrument refums o being measured as 12-month ECL. When contractual terms of a loan have been
midified, evidence that the erileria for recognising lifetime ECL are no longer met includes a history of up-o-date pavment
performance against the modified contractuzl terms,

The Company monitors the effectiveness of the criteria used to identify significant increases in credit risk by regular reviews
to confirm that:

- the criteria are capable of identifying significant increases in credit dsk before an cxposure is in default;

- the criteria do not align with the point in time when an assct becomes 30 days past due:

- the average time between the identification of a significant increase in credit risk and default appears reasonable;

- exposures are not generally transferred directly from 12-month ECL. measurement to credit impaired; and

- there is no unwarranted volatility in loss allowance from transfers between 12-month PD (Stage 1) and lifetime PID (Stage
).

Definition of default and cure
The Company considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the Company 10 actions
such as realising security (if any is held):

- the borrower is more than 90 days past due on any material credit obligation to the Company; or

- il is becoming probable that the borrower will restructure the assel as a resull of bankruptey due to the borrower’s inability
to pay its credit obligations.

In assessing whether a2 borrower is in default, the Company considers indicators that are:

- qualitative: e.g. breaches of covenant;

- quantitative: ¢.g. overduoe status and non-payment on another obligation of the same issuer to the Company; and
= based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may vary over time to reflect
changes in circumstances.

The definition of default largely aligns with that applied by the Company for regulatory capital purposes,

It is the Company's policy 1o consider a financial instrument as ‘cured’ and therefore re- classified outl of stage 3 when nonc of
the material default criteria have been presented and the borrower is no longer considered as non-performing in accordance
with the Directives of the Central Bank. The corresponding reduction in ECL due to the number of financial assets re-
classified out of stage 3 is recognised under "Impairment charge/reversal™ in Note 13 to the financial statements,

Once cured, the decision whether to classify an asset as stage 2 or stage | mainly depends on the days past due, at the time of
v's criterion for "cure’ for rescheduled loans is more stringent than ordinary loans and is explained in
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43.1.4 Amounts arising from ECL (Contd...)

Incorporation of forward-looking information

The Company incorporates [orward-looking information into both its assessment as to whether the credit risk of an
instrument has increased significantly since its initial recognition and its measurement of ECL.

The Company formulates three economic scenarios: a base case, which is the median scenario assigned a 30% probability
of occurring, and two less likely scenarios, one upside and other downside, each assigned a 3% and 65% probability of
occurring respectively. The base case is aligned with information used by the Company for other purposes such as
strategic planning and budpeting. Also stress the forecasted macro-economic elements to reflect fair forward looking
informatior.

The Company has identified and documented key drivers of credit risk and credit losses for each portfolio of financial
instruments and, using an analysis of historical data, has estimated relationships between macro-economic variables and
credit risk and credit losses,

The Company has identified and documented key drivers of credit nisk both gquantitative and qualitative for various
portfolio segments. Quantitative economic factors are based on cconomic data and forecasts published by CBSL and IMF.

Qualitative drivers of
credit risk

Qualitative drivers of
credit risk

GDP growth rate

Status of industry business

Rate of inflation
Interest rate { AWPLR)

Regulatory impact

Crovernment policies

Managemeni outlook

Unemployment

ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. Lifetime ECL is
calculated by multiplying the lifetime PD by LGD and EAD.

The methodology of estimating PDs is discussed above under the heading *Generating the term structure of FD’.

LGD is the magnitude of the likely loss if there is a default. The Company estimates LGD parameters based on the history
of recovery rates of claims against defaulted counterparties. The LGD models consider the structure, collateral, seniority
of the claim, counterparty indusiry and recovery costs of any collateral that is integral 1o the financial asset. For loans
seoured by retail property, LTV ratios are a key parameter in determining LGD. LGD estimates are recalibrated for
different economic scenarios and, for real estate lending, to reflect possible changes in property prices. They are
calculated on a discounted cash flow basis using the effective interest rate as the discounting factor.

Zhar I..:Jt"
il unianis
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RISK MANAGEMENT {Contd...)

Amonnts arising from ECL (Contd...)

EAD represents the expecied exposure in the event of a defauli. The Company derives the EAD from the current exposure to the
counterparty and potential changes 1o the current amount allowed under the contract and arising from amortization. The EAD of
a financial assct is its gross carmying amount at the time of default. Vor lending commitments, the EADs are potential future
amounts that may be drawn under the contract, which are estimated based on historical observations and forward-looking
forecasts.

As described above, and subject to using 8 maximum of @ 12-month PD for Stage 1 financial assets, the Company measures
ECL considering the risk of default over the maximum contractual period (including any borrower’s extension options) over
which it is exposed to cradit risk, even if. for credit risk management purposes. the Company considers a longer period. The
maximum contractual period extends to the date at which the Company has the right to reguire repayment of an advance or
terminate a loan commitment.

Where modelling of a parameter is carried out on a collective hasis, the financial instruments are grouped on the basis of shared
risk characteristics.

The groupings are subject to regular review to ensurc that cxposurcs within a particular group remain appropriately

homogensous.

Loss allowance

The following table shows reconciliations from the opening to the closing balance of the loss allowance by class of financial

instrument.

Loans and advances atf amortised cost

As at 31 December, 2025
Stage 1 Stage 2 Stage 3 Total
Rs. Rs. Rs. Rs.
Balance as at 01 January 114,012,152 150,233,794 1.509,113.251 1,773.359.197
Transfer to Stage | 111,460,068 (28.270.264) (B3.189.804) -
Transfer to Stage 2 (20.590,184) 211.499.513 {190,909,329) -
Transfer o Slage 3 {2.340,673) (32.155.490) 34.496.163 -
MNet remeasurement of loss allowance (114,747.732) (162,316,987) 528.952.760 251,888,041
MNew financial assets originated or y
purchased 120,571,334 159,743,586 47.997.794 328312.714
Financial assets that have been
dererpies (50.373.138) (51.079.513) (180.392.464) (281.845.115)
Write-offs - - (7.171.761) (7.170.761)
Balance as at 31 December 157.991.827 247.654.639 1.658.896.610 2064543076
As ar 31 December, 024
Stage 1 Stage 2 Stage 3 Total
Rs. Rs. Rs. Rs.
Balance as at 01 January 141, 840.917 187.587.250 1165808196 1.495.236,363
Transfer to Stage 1 T3.718.987 (30,074,939} (43,644 048) -
Transfer to Stage 2 (25,920.826) 43,347,887 (17.427.061) =
Transfer to Stage 3 (12,992,525} {43.393,776) 56,586,302 -
— 343,133 826
ol reesapsmcab ol s Slirammes (7TR.698.655) (18.937.156) 440,769,637
Mew linancial assels originated or — - 05 8 RE4-8E3 167,730,830
purchased 5,770,564 3101.4( 18,864 867
Financial assets that have been = {229.301.878)
(39.706.309) (61,196,881} (108,398.688)
- - (3.445.950) (3.445.950)
114.012.152 150233794 1.509.113,251 1,773.359.197
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Amounts arising from ECL (Contd...)

As at the reporting date, the Company has captured the impact on ECL due o affected borrowers amidst the prevailing
extraordinary macro-economic circumstances via the modelled outcome as well as management overlays. Management
overlays include additional ECL provisions of Rs. 63 Mn (approx) on assessing lifeime ECL on the exposures
outstanding from the borrowers operating in the risk elevated industries and impact on changing the probability
weightages assigned for multiple economic scenarios and stressing the quantitative factors used 1o assess forward
looking macro economic indicators on ECL amounting to Rs. 9.5 Mn (approx. ).

Modified Financial Assels

Overview of rescheduled/restructured loans & advances upgraded during the year

The Company upgrades rescheduled/restructured loans from life time expected credit losses (stage 3/stage 2) to 12
months expected credit losses (stage 1) as per the upgrading policy described in Note 3.2.2 of the Financial Statements.
During the vear the Company upgraded Rs.215.15 Mn (2024: Rs 190.34 Mn) worth of rescheduled/ restructured loans
to stage |. Due to this upgrade, the impairment provision against these loans decreased by Rs.8.29 Mn from Rs.43.76
Mn as at 31 December 2024 to Rs.35.47 Mn as at 31 December 2025.

Purchased or originated credit impaired financial assets

The Company did not have originated credit impaired assets as at 31st December 2025 and 2024, The details of policy
critirea is explained in note 3.2.2.

Impact due to the uncertain and volatile macroeconomic condition

The Company analyzed the current situation prevailing in the country and further considered the impact of cyclone
Ditwah and extensive flood related damages. In respoense to Ditwah, the Company carried out an internal assessment Lo
capture the potential impact of Expected Credit Loss (ECL) of the customers directly or indirectly affected by carefully
reviewing to identify the vulnerabilities and evaluating the extent of impact. Based on this assessment, the Company has
made necessary model adjusiments to ECL and the corresponding increase in impairment provisions has been reported
under *[mpairment charges/{reversal} and other losses™ which is very minimal to the credit portfolio in overall.

The Company derives income by way ol interest from its loan & advances and by way of financial assets, respectively,
The Company has adequate liquid financial resources and unutilized financing sources with banks to service its
financial obligations. Based on the expected economic downturn, the estimates and assumptions in Company's Expected
Credit Loss model (ECL) have been reviewed, and respective impairments regarding loans & advances have been
adequately assessed under a futuristic approach. We do not anticipate any impact on the fair value of our properties and
investment properties because of its prime location. other than any future impact due to market conditions. Accordingly,
we do not anticipaic any decrease in the value of financial assets held by the Company. The Company also do not
anticipate any material impairments in respect of any of the assets held by the Company as of date.
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RISK MANAGEMENT (Contd...)

Analysis of credit risk concentration

Indusiry analysis

The following table shows the credit nisk concentration by industry for the components of the Statement of Financial Position,

Cash and Bank Financial Financial Loans and (ther assets Total financial
balances investments investments advances assels
-Amortized
As ar -Fvidl cost
31 December 2625 Rs. KHs, Rs. Rs=. Rs. Rs.
Agriculture - - 607,557 440 = 607,557.440
Manufacturing - . 439,905,663 - 439.905.663
Tourism - - 262 B84 584 - 262 884,584
Transport - - 1.570.238.881 - 1.570.238.881
Construction - - 392,401,172 - 392.401.172
Trading - - 19200.216.181 - 19.200,216,181
Financial services 686,120,299 - 3893527270 - - 4.579.647.569
Government - L0201 10,586 - - 1.020.110.586
Other - - - 3 484,844,846 32633127 3517477973
Total T OGBG. 120,299 U200 T0.586  3.893.527.270  25.0958.048.767 32633,127  31.590.440,049
Cash and bank Financial Financial Loans and Other assets Total financial
halances R investments advances assets
- FVOCl -Amortized
As af COSt
31 December 2024 Rs. Rs. Hs. Hs. Hs. Ks.
Agriculture - - 1,217,011,630 - 1L.217.011,630
Manufacturing - - 238.469.463 = 238,469,463
Tourism - - 449,146,721 = 449,146,721
Transport . G 280 486302 - 289,486,302
Construction - - 508415934 - 508,415,934
Trading : - 1,481,581.981 < 1,481,581.981
Financial services 166, 599 890 - - - 166,599 890
Government - 1,631,895 592 - - 1,631 895,592
Ohther . - 9,261,064,743 12,814,599 9273 879,342
Total 166,595 890 1631893592 13.445.176.774 12.814.599 15.256.486.835
Provincial breakdown for loans and advances within Sri Lanka is as follows.
As ar 31 December, 2025 2024
Province Bs. Hs.
Central 2.530.559.243 2,005.680,37
Maorth Central 2933 828509 1,713,827 135
Morth Western 2270619016 1.071,68% 488
Sabaragamuwa 1.652.974,149 1.573,162,163
Southern 3482.811,941 1,099,193, 769
Western G 184,797,027 4.037.773.611
Eastern 1.991,419.078 1.094,927, 182
MNorthern 1513285977 E48.923 050
Uva 307.753.827 -
Total 25058 048,767 13445176774

Cash and cash equivalents

The Company held Cash and cash equivalents, net of bank overdraft of Rs.658 Mn as a1 31 December 2025 (31 December 2024 - (Rs.

41 Mn)) which represenis its maximum credil exposure on these asses.

Commercial Dank of Ceylon PLC
Bank of Cevion

People's Bank

Sampath Bank PLC

Hatton National Bank PLC

Sevl s PRE ¢

DFCC Bank LG
Lt‘.'-.n‘gilhl-; EERH:LH:._L 5
Nations Trust Bank_P_\L’C 3

AATka)
AA-{Tka)
AA-(lka)
AA-{lka)
AA(Ika)
At [Tka)
A (Tka)
A (lka)
A (Tka)
A (lka)y
AALka)

=713
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RISK MANAGEMENT (Contd...}

Liquidity Risk

Liquidity risk refers to the possibility of Company not having sufficient cash to meet its pavment obligations. This anses primanly doe 1o
mismatches in the malurity profile of Company’s assets and liabifities. Adequaie liguidity is critical to meet the Company’s financial
commitments and w - accommodate additional funding needs of the growing business volumes.

Management of liguidity risk

The Company’s Board of Directors sets the Company’s strategy for managmg liquidity nisk and oversight of the implementation is
administered by Asset and Liability Committee (ALCO), ALCO gpproves the Company's liguidity policies and procedurcs. Fimance
department manages the Company’s liquidity position on & dav-to-day basis and reviews daily reports covering the liquidity position of the

Company.

The Company’s approach o managing ligquidity 15 to ensure, as far a5 possible, that it will alwavs has sufficient liguidity to mest its liabiliies
when thev are due, under both normal and stressed conditions, without incurring unacceptable losses or rnisking damage to the Company’s
reputation. The key elements of the Company”s liquidity strategy are as follows:
- Maintaming a diversified funding and mamtaining contingency facilities.
- Carrving a portfolio of highly liquid assets. diversified by currency and maturity.
- Monitoring maturity mismatches, behaviowral charactenistios of the Company”™s financial assets and financial liabilives, snd the extent wo
whiach the Company™s assets are encumbered and 50 not available as potential collateral for obtaining funding.

Furthermore the Company maintaing the statutory liquid assets ratio at 115 required level as a method to measure and control daily liquidity risk
and further, any unprecedented events.

Maturity analysis for financial assets and financial liabilities
Remaining contractual period 10 maturity of the financial assets and financial liabilities of the Company is as follows;

As ar 31 December 2025

Financial Asseis

Cash and cash cquivalents
Financial investments -
FvOCl

Financial investments -
Amortized cost

Loans and advances
Chther assets

Total financial assels
Financial Liabilities
Deposit ligbilitics

[ue o banks

Debenture

[.ease habilities

Other liahilitics

Total financial lizbilitics
Total net NMinancial
assets/{ liabilities)

As ar 31 December 2024

Financial Assets

(Cash and cash equivalents
Financial mvestments -
FviCl

Loans and advances
(nher assels

Total financial assels

Financial Liahilitics
Deposit liabilities
Due 1o banks

Lease liabglis

(On demand Less than 03-12 01-05 Years Over 05 Total
03 Months Moaths Years
Rs. Ras. Hs. Hs. Rs. Rs.

224,808,674 461,311,625 - - - 6R6, 120,200
1.024,373.932 - - 123,700 1,024.497,632
2,300,542 582 986,012,452 437,713,781 - - 3924268 815
- 5413.552.644 13,269, 735,715 11,329,248 027 154,623 087 30167, 159,473
- - 250,000 25,673,028 6,710,009 32,633,127
2.725.351 256 7.885.250,653 13,707.699.49 11,354,921 055 161,456,886 35 B34.679 346
136,152,972 4.757.432,375 7.176,971.112 3,010,354 342 - 15,080.910,601
66,317 364 1,378, 340314 £,239 (083,796 3,461 505 856 - 13, 145,249,330
- = 172,500,000 2,150,000, () - 2,362 500,000
12,869 080 52038 412 181,386,360 - 247,193,872
- 9 827.563 - - - 9.827.563
202,470,136 6. 158 469,332 15.641.495,340 8843 246 558 - 30.845 681366
2.522.881.120 1,726,781,320 (1,933,795 844) 2.311,674.497 161,456,886 4 988,997 980

On demand Less than 03-12 Months 01-05 Years Cn.'er 0s Total

013 months Years
Rs. Rs. Hs. s, Rs. Hs.

98,406,072 68,193,818 - - - 166,593 890
- 1,658,529, 575 - - 123,700 1.638,653.275
- 2090675122 6,245 740 419 7337436979 251 455640 13,925 308,161
- 100,000 - 12,295 000 419,599 12,814,599
08 406,072 3 817,498,515 65,245, 740419 7,349 731,979 251 998 939 17, 763,375,925

149,116,170
209,465,419

3225025, 727
00,496,181
9,224,032
30,363,849

5.934,171.671
|.877.992.604
24,329,703

1.897,222.175
L177.541.495
58.313.971

11,205,535,743
3,364,495, 768
923 86T 706
30,363,849

358581589

3364109785

7.836.494 068

1,134,077,641

14,693 263,086

(260,175,517

453 388,727

(1,590,753 648)

4215654339

251.998.939

3070112839
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43.2.3

RISK MANAGEMENT (Contd...)

Maturity analkysis for financial assets and financial liabilities (Contd...)

The following table sets out the carrving amounts of non-derivative financial assets and financial liahilities expected to be recoverad

or scitled less than 12 months after the reporting date.

As ar 31 December
Financial assets

Cash and cash cquivalents

Financial investments = FVOC]
Financial investments - Amortized cost
Loans and advances

Other assets

Financial liabilitics
Deposit liahilities
Due to banks
Debenture

Leasc hiabilitics
Other Liabilifies

025 2024
Rs. Rs.
686,120,299 166,599,890
1.017.605.458  1.631.895.592
3.893,527.270 4
17,769,232,790  8.416,607.060
250,000 100,000
23,366,735.817  10,215,202,542
11,583.506,932  8.806.273.979
9,089,342.968  2.034,133,855
2,051,319
52,131,791 23,483,888
9,827,563 23,807,707

20,736.860.373

10 887,699,429

The following table sets out the carryving amounts of non-denivative financial assets and financial liabilities expected 10 be recoversd

or settled more than 12 months after the reporting date:

December 2025 2024
Financial assets Rs. Rs.
Financial investments - FVO(CI 2,505,128 2,358,002
Loans and advances B 188 E15.977 5.028.569.714
Other assets 32383127 12,714,599
B.223.704.232 5043 642315
Financial habilities
Deposit liabilities 2386618462 150498711
Duge to banks 2,926 220,309 1.016.035.254
Debenture 1.497.639.910 -
Lease liahilitics 161,501,808 30,720,805
6,97 1,980,489 2.571.749.870
Liquidity reserves
The following table sets out the components of the Company's liguidity reserves.
2025 2024
December Carrving value Fair value Carrying value Fair value
Rs. Rs. Rs. HRs.
Cash and cash equivalents 686,120,200 686,120,299 166,599 800 166,599 B
Investment in government securitics 1.017.605,458 1.017.605,458 1.631.895,592 1.631,895,592
Total liguidity reserves 5,597,253.027 5.597.253.027 1,798,495 482 1.798,495,4382
Financial assets available to support future funding
The following table sets out the availability of the Company’s financial assets to support future funding.
Encumbered Unencumbered
" Pledged as Available as
collateral Other * collateral Other ** Total
s, Hs. Hs. Hs. Hs.
31 December 2025
Cash and cash eguivalents - - 66,120,299 - 686.120.299
1.017,605 458 2505128 1.020,1 10,586

Financial invesiments - FVOCI % =

3,803.527,270

3893527270
25.958.048.767

32,631,127

10.337.60%,759 - 15.620.439.008
5 = 32,633,127
10,337,609,759 = 1 7.356,797.892

31.590.440,049
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43.3.1
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RISK MANAGEMENT (Contd...}

Financial assets available to support future funding (Contd...)

Encumbercd Unencumbered
Pledged as Othier Availahle as Dk #4 Total
collateral collateral
Rs. Hs. Rs. Rs. Hs.
M December 2024
Cash and cash equivalenis - - 166,595,890 - 166,599,890
Financial investments - FVOCI - - 1.631,895.592 2,358,002 | 634,253,594
Loans and advances 5.701.947.694 - 7,.743,229.080 - 13.445.176,774
Oither assats - - 12814599 - 12,814,599
5,701,947 694 L 9,554,539 161 2338002 15258 844 857

* Represents assets that are not pledeed but that the Company believes it is restricted from using to secure funding, for legal or other
reasons.,

** Represents assets that are not restricted for use as collateral. but that the Company would not consider readily available to secure
funding in the normal course of business,

Market Risk

Market risk refers 1o the possible losses to the Company that could arise from changes in market variables like interest rates, and
equity prices. Among them, interest rate risk has been identificd as the most eritical risk given Company’s business profile.

Management of market risks

Owerall authority for market risk is vested in Board Integrated Risk Management Committes (BIRMC). BIRMC sets up limits for
each type of risk in apgregate and for portfolios. with market liquidity being a primary factor in determining the level of limits set
for trading portfolios. The Asset and Liability Commities {ALCO) is responsible for the development of detailed risk management
policies (subject to review and approval by BIRMC) and for the day-to-day review of their implementation.

Exposure to currency risk

As at the reporting date, thers were no any foreign currency exposure 10 the Company.

Interest Rate Risk

Interest rate risk is a key constitute of the market risk exposure of the Company due to adverse and unanticipated movements in
future interest rale which arises from core business activities; granting of credit facilitics, accepting deposits and issuing debt
inSIruments.

Due 1o the nature of operations of the Company, the impact of interest rate risk is mainly on the inlerest margin of the Company
rather than the market value of portfolios. Several factors give rise (o interest rale risk: among these are term structure risk, which
arises due to the mismatches in the maturities of assets and liabilities: basis risk which is the threat to income arising due 1o
differcnees in the bases of interest rates.

Excessive movements in market interest rate could result in severe volatility to Company’s net interest income and net interest
margin. Company’s exposure to interest rate risk is primarily associated with factors such as:

+ Repricing risk arising from a fized rate borrowing portfolio where repricing frequency is difTerent to that of the lending portfolio.

* Yield curve rnisk arising from unanticipated shifts of the market yicld curve.

Interest Rate Exposure — Sensitivity Analysis
The management of interest rate risk against interest rate gap limits is supplemented by monitoring the sensitivity of the Company's
financial assets and financial liabilities 1o various interest rate stenarios,

The fllowing table demonstrates the sensitivity of the Company’s Income Statement as at reporting date to a reasonable possible
chanpe in interest rates. with all other variables held constant.

2025 2024
Increase in Decrease in Increase in Decrease in
Net Interest Income 108 bp 100 bp 100 bp 100 bp
Rs. Hs. s, Hs.

14.393 (83 {14.596.002) B.713.028 (8,714,770

12,598,662 (12,601,182} 1.510,470 (7.511.97)
'II 14,593 083 (14.506.002) 28.713.028 (B.714,770%
'H 10810363 (10.812.525) 6.267.797 (6.269.051)
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43312 Ioterest Rate Risk Exposure On Financial Assets And Liabilities

The table below analyses the Company’s interest rate nsk exposure on finaneial assets and lobilities, The Company's assets and liahilities are included at carrying amount and categorized by the earlier of

contractual repricing or maturity dates.

Ut 03-12 Months 01-03 Years 3-05 Years Over 05 Mom infercst Total as at
Ax ai 31 December 2025 013 monihs YEArs hearing J/12/2025
Financial assets Its. Rs. Rs. s, s, s, Rs.
Cash and cash equivalents 686,120,299 . - - - - B, 120,299
Financial investments = FyY O] 1,017 605,458 - - - 1.505,12% - 1020, 110,586
Financial investments = Amoeriized cosl 3,470,648, 585 432 RTR.685 - - - - 3,893,527.270
Loang and adviances 7,370,675 092 10,398 557 698 5,199,271 435 2 860 595 133 128,949 404 - 25,958 048,767
Cither assets 250,000 1, 200 000 24,473,028 6. 710,095 - 32,633,127
Total financial assets 12,545 (49 434 10,821 686,383 5,200, 471,435 1R85 068 161 138 164,630 - 31,50 440 044
Percentage 4% 3% 16% 9% 1% LR 100
Financial linhilities
[repost biabilities 2572974784 9010532 148 |,9635 659,152 420,959 310 - - 13,970, 125,394
e to hanks 1,254,347 RH3 T.R34 905 (085 2,544 916,362 IR81,303,947 - - 12,015,563,277
[ebenture - 2,051,319 B281,835 1,489 358,075 - - 1,499.691,229
Lease labilities 6,246 %41 15 884 850 134,616,147 22 885,661 # - 213,631,599
Other liabilities 9427 563 - - - - - 4 R27 563
Total financial liahilitics hEA - E 27 T Ra 1062
Percentaze 17% 0% 1% LI
INTEREST SENSITIVITY GAP — L0020 OO, S0 SISOLUS LA e LR
Percentage 124% ~156% 14% "% LN
As at 31 December 2024 Up o 013-12 Months 01-03 Years 03-05 Years Ower 05 Non interest Total as at
03 months VEArs bearing IVIE2024
Financial asscis Rs. Rs. Its. s, Rs. Its. Rs.
Cashoand cash equivalents | fas, 5040 RO = - - - = I, 599 %40
Financial investmerits - FVOC] 1,631, 895,592 - - - 2,358,002 - 1,634,253 594
Loans and advances G005 3 1T 4,397,212 887 3233452108 1,504 9 188 204,151,518 - 13,445, 176,77
Chher mssels [ERALE T.015,000 & 180,000 415 595 - 12,814,599
Total Nnancial assels 5,817 BRY A55 4,397 212 887 3,240,567, 108 (K NEGTEES 202,929,119 - 15,258,844 857
Percentage 8% 249% 21% 10% 1% (1% (NHEE
Vinancial liahi
[reposit liahili 3,355 589,404 5,450,684, 575 1, 380,132,032 124 855,779 - - 10,311,261, 790
e 1y _._.=._ 4 1,259,197 455 774,956,400 797363 453 21R.671 801 - - 2050, 169 109
_ e li 6,335,495 17,148,353 41,830,008 B.805.807 - - T4.210,6493
-~ Othier mu_,ma 30,303,849 - - 2 30,363,849
Tofal fina _._..ﬁ m_z_. _ T AGET AR, A03 | G4l T6d.abR 410,306 485 35343387 - - 106,
S Pertentages |7 3s 6% 167 % i 0% 101
_ﬁi:m_ﬂ_ﬁ za_ FMYITY GAP SU2H > 1742830410
1% (RGeS T
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RISK MANAGEMENT (Contd...)
Operational Risk

*Operational risk” is the risk of direct or indirect loss arising from a wide variety of causes associated with the Company’s
processes, personnel, technology and infrastructure, and from external factors other than credit. market and liquidity risks —
e.2. those arising from legal and regulatory requirements and generally asccepted standards of corporate behaviour,
Operational risks arise from all of the Company”s operations.

The Company’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage to the
Company's reputation with overall cost effectiveness and innovation. In all cases, Company policy requires compliance with
all applicable legal and regulatory requirements.

The Board of Directors has established Board Intergrated Risk Management Committee, which is responsible for the
development and implementation of controls to address operational risk. This responsibility is supported by the development
of overall Company standards for the management of operational risk in the following areas:

- requirements for appropriate segregation of duties, including the independent authorisation of transactions:

- requirements for the reconciliation and monitoring of transactions:

- compliance with regulatory and other legal requirements;

- documentation of controls and procedures;

-requirements for the periodic assessment of operational risks laced, and the adequacy of controls and procedures to address
the risks identified;

- requirements for the reporting of operational losses and proposed remedial action:

- development of contingency plans:

- training and professional development;

- ethical and business standards;

- information technology and cyber risks: and

- risk mitigation, including insurance where this is cost-effective.

Compliance with Company standards is supported by a programme of periodic reviews undertaken by Internal Audit. The
results of Internal Audit reviews are discussed with the Company's Board Integrated Risk Management Commitiee. with
summaries submitted to the Board Audit Committee and senior management of the Company.

Capital Management

The primary objective of Company’s capital management strategy is to ensure that the Company complies with externally
imposed capital requirements and healthy capital ratios in order to support its business and to maximize shareholder's value,

The Company’s strategy is to maintain a strong capital base to maintain investor, creditor and market confidence and to
sustain the future development of the business, The impact of the level of capital on shareholders™ retumns is also recognised
and the Company recognises the need to maintain a balance between the higher returns that might be possible with greater
gearing and the advantages and security afforded by a stronger capital position.

The Company and its individually regulated operations have complied with all externally imposed capital requirements.
Capital Adequacy

Capital adeguacy measures the Company's ageregate capital in relation to the nisk. which may arise from its asscts and off
balance sheet transactions, its dealing operations and its human activities. technology and natural incidents. The Central
Bank of Sri Lanka has preseribed the minimum risk sensitive capital with effect from 1 July 2018. This guidelines requires
the Company to maintain minimum capital ratio of 8.5% and minimum risk weighted core capital of 12.5%.

Capital and risk weighted assets Minimum Requirement Ratio
2025 2024 2025 2024

Capital to risk weighted asset ratio
Tier 1 Capital 8.50% 8.50% 13.73% 15.71%

l'otal Capital 12.50% 12304 19.40% 15.71%
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44, SEGMENTAL INFORMATION

44.1  Basis of segmentation
The Company has the following four strategic divisions, which are its reporiable sepments. These divisions affer different services, and gre managed separately because they require different credil nisk management
slrategies,
ke Tollowing summary describes the operations of each reportable segment
Reportable segments Operations
Leases Finance leases related transactions and balances with customers
Draft and Vehicle loans Draft nnd Yehicle loans related transactions and balances with customers.
Ciher loans Murtgage loans, Gold Loans, Personal loans, Business loans and other Unsecured loans related transactions and halances with customers,
Investments and others Financial mvestments kept for liguidity requirements and other short term myviestments related ransactions and balances.
The Company's Board of Directors reviews the intemal management reports of ench division ol least monthly,
44.2  Information about reportable segments
Leasing Draft and Vehicle Loans Other loans Investments and others Total
As at 31 December 2025 2024 2025 024 2025 024 025 2024 24
Hs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. s,
External Revenue
Interest 1,051,031,972 26,380,506 1, 161,272,977 505,581,241 BO2,529.733 707,233,127 156,804,303 131,941 469 1,171,608 GRS 2.271,136.%33
Fees & commissions 225912118 142,437,145 08,902,215 28,153,282 107 669, 76 105,852 627 24, MR, 663 14,890,337 462,392,756 291,433,391
Dhvide - - - - - 247,520 228,565 247,520 228,565
Onhier income - - - - - F4,456,243 98,507,975 44,456,243 98,567,975
Total external revenue [, 276,944,000 1 068818 141 |, 260,175,192 533,734,523 S0 199 493 B13,185754 271,476,719 245,628,346 3,718,745 504 2 661 366 704
Inter-sepment revenus - - - - - - = = 2
Total revenue hefore impairment | 276,944,090 L OGEE1E, 141 1, 260,175,192 533,734,523 Q1,199,493 B13,185,754 271 476,729 S 6396 3, TIH,TS.504 266l 366, Thd
Impairment {charges) / Reversal (), TR R0) (30363557 (196,172,972 (1,561,571 (49,994 307 (208,210,132} - 3,270,388 (A0, 950,355 {236,864 B52)
Nel revenue 216,161,000  1,038454,604 I, 064,002,220 532,172,952 80,205,186 A04,975.622 271 476,729 248,894,734 JAILB45, 045 2424501912
Profit before tax 365,634,215 I57,663 661
[reome fax expenses (129.816.475) (T, 122,654
Profit after tax 235,817 740 81,541,007
E

Segment assels I _.c_..v_-.._:.ﬁhm 6578951625 |1, 402,291,497 33714917090 RI35648 508 3 B3I2.7I0.801 mp.n.ma._.-m..__?uam I_rw_”__?m.m...:xm_ 336048329 712 16 860dh63% 312

10,081 489212 5 542 K4 .._.._v__..Fccurmuw 2767922008  T.186,036,132 42170144254 2143312007 1273817 a06 20359935999 |3 800,726,728

i hariosed
cotumlants
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47.

49,

CONTINGENCIES

There were no material contingent liabilities as at the reporting date, which require adjustments to or disclosures in the
Financial Statements.

Litigations and Claims

There have been no material litigations and claims as al the reporting date, which require adjustments or disclosures in the
Financial Statements.

COMMITMENTS

Therec were no material commitments as at the reporting date, which require adjustments to or disclosures in the Financial
Statements.

EVENTS AFTER THE REPORTING PERIOD

There have been no material events occurring afier the reporting date, which require adjustments to or disclosure in the
Financial Statements.

COMPARATIVE INFORMATION

Comparative information has been reclassified where necessary 1o conlorm to current year's presentation.

RESPONSIBILITY FOR FINANCIAL STATEMENTS

The Board of Directors is responsible for the preparation and presentation of the Financial Statements in accordance with Sri
Lanka Accounting Standards.
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