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Independent auditor’s report

To the Management of Bank of Ceylon Maldives
Report on the audit of the financial statements

Opinion

We have audited the financial statements of Bank of Ceylon Maldives (“the Bank"), which comprise statement
of financial position as at 31 December 2025, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the financial statements,
including material accounting policy information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Bank as of 31 December 2025 and its financial performance and its cash flows for the year then ended in
accordance with IFRS Accounting Standards.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 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 Bank in accordance with the International Ethics
Standards Board for Accountants’' International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Responsibilities of 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 IFRS 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.

In preparing the financial statements, management is responsible for assessing the Bank’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 liquidate the Bank or to cease operations, or has no realistic
alternative but to do so.

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
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs 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 aggregate, 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 ISAs, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:

» Identify 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.
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Auditor's responsibilities for the audit of the financial statements (Continued)

» 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 Bank's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the management.

» 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 Bank's ability to continue as a going 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 inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Bank 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 management 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.

We also provide those charged with governance with a statement that we have complied with ethical
requirements in accordance with IESBA code of Ethics 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, action taken to eliminate threats or safeguards applied.

For and on behalf @f Erns
Partner: Dhunya Nizar
Licensed Auditor: ICAM-IL-Z73

Young

29 April 2026
Male’

a8 Emst & Young
EY Chartered Accountants
Malé , Maidives

Reg. No.: 192/95




BANK OF CEYLON - MALDIVES
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2025 2025 2024

Note MVR MVR
Interest income 4.1 502,657,195 459,495 928
Less : Interest expenses 4.2 (100,848,140) (82,028,532)
Net interest income 4 401,809,055 377,467,396
Fee and commission income 5 137,812,572 72,421,713
Fee and commission expense 5 (49,044,783) (3,102)
Net fee and commission income 5 88,767,789 72,418,611
Net trading and other income 6 18,132,052 9,870,843
Total operating income 508,708,896 459,756,850
Less : Impairment charge for
loans and other losses 7 (68,853,059) (65,736,884)
Net operating income 439,855,837 394,019,966
Less : Operating expenses
Personnel Expenses 8 (23,538,545) (21,999.875)
Depreciation and amortization expenses 9 (5,760,849) (5,617,133)
Other expenses 10 (12,721,513) (12,023,644)
Profit before income tax 397,834,930 354,379,314
Less : Income tax expense 11 (69,942.878) (139.710,240)

Profit for the Year

Other Comprehensive Income for the Year

Total Comprehensive Income for the Year

Figures in brackets indicate deductions.

327,892,052

214,669,074

327,892,052

214,669,074

The financial statements are to be read in conjunction with the related notes, which form an integral part of
the financial statements of the Bank set out on pages 7 to 64. The Report of the Independent Auditors is

given on pages 1 and 2.

s Ernst & Young
EY

Chartered Accountants
Malé , Maldives
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BANK OF CEYLON - MALDIVES
STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2025

Assets

Cash and balances with banks

Balances with Maldives Monetary Authority
Placement with banks

Financial assets at amortised cost - Investments securities
Financial assets at amortised cost - Loans and advances
Property and equipment

Right-of-use asset

Deferred tax asset

Other assets

Total Assets

Liabilities
Due to banks

Financial liabilities at amortised cost - Deposits from customers

Current tax liabilities
Lease liability

Other liabilities
Total Liabilities

Equity

Assigned capital

Statutory reserve

Retained earnings

Total equity attributable to equity holder of the Bank

Total equity and liabilities

Contingent Liabilities and Commitments

Note

12

14
15
16
17

11.2
19

20
21
22
23
24

26

28

2025 2024

MVR MVR
87,658,674 118,276,772
543,270,071 308,996,838
753,436,384 505,843,619
2,605,347.483 1.898,406,267
3.871,849.951 3.607.492,047
1,059,656 656,080
29,077.456 14,444,362
168,569,780 135,366,991
4,911,070 6,658,026
8,065,180,525 6,596,141,002
73,335,378 62,602,600
5,182,778,111 4,065,104,305
56,478,618 54,785,683
29,029,625 14,940,474
41,557,051 44,598,250

5,383,178,783

4.242,031,312

196,140,000 196,140,000
150,000,000 150,000,000
2,335,861,742 2.007,969,690
2,682.001,742 2.354.109,690

8,065,180,525

6.596.141,002

661,624,138

750,069,050

The financial statements are to be read in conjunction with the related notes, which form an integral part of the
financial statements of the Bank set out on pages 7 to 64. The Report of the Independent Auditors is given on pages 1

and 2.

The Management is responsible for these financial statements. Signed for and on behalf of the Management by;

EY

Indika Perera
Chief Operations Manager

/ Ernst & Young

Chartered Accountants
Malé , Maldives
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BANK OF CEYLON - MALDIVES
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2025

Assigned Statutory Retained Total
Capital Reserve Earnings Equity
MVR MVR MVR MVR
Balance as at 1™ January 2024 196,140,000 150,000,000 1,846,376,256 2,192,516,256
Total Comprehensive Income for the Year - - 214,669,074 214,669,074
Transactions with Head Office
Distributions made during the Year - - (53,075,640) (53.075,640)
Balance as at 31™ December 2024 196,140,000 150,000,000 2.007.,969.690 2.,354,109,690
Total Comprehensive Income for the Year - - 327,892,052 327,892,052
Balance as at 31" December 2025 196,140,000 150,000,000 2,335,861,742 2,682,001,742

Figures in brackets indicate deductions.

The financial statements are to be read in conjunction with the related notes, which form an integral part of the financial statements of the Bank set out on pages 7

to 64. The Report of the Independent Auditors is given on pages | and 2.

/ Emnst & Young
Crartered Accountants
Malé , Maidives
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BANK OF CEYLON - MALDIVES
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2025

Note
Cash Flows from Operating Activities
Profit Before Tax

Adjustments for:

Net interest income 4
Depreciation of ROU assets 18
Depreciation of Property and Equipment 17
Net Impairment Losses on Financial Assets 7

Changes In:

Balances with Maldives Monetary Authority
Loans and Advances to Customers

Other Assets

Other Liabilities

Deposits from Customers

Due to Banks

Interest Received
Interest Paid
Income Tax Paid 22

Net Cash (Used in) / Generated From Operating Activities

Cash Flows from Investing Activities

Net Investment in Securities

Palcements investments

Acquisition of Property and Equipment

Net Cash From /(Used in) Investing Activities

Cash Flows from Financing Activities
Payment of Lease Liabilities

Profit Remitted to Head Office

Net Cash Used in Financing Activities

Net (Decrease)/ Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at the Beginning of the Year
Cash and Cash Equivalents as at the End of the Year

Figures in brackets indicate deductions.

2025 2024
MVR MVR
397,834,930 354,379,314
(401,809,055)  (377.467.396)
5,388,242 5,183,766
372,607 433.367
68,853,059 65,736,884
70,639,783 48,265,935
(234,273,233) 106,814,649
(299,936,653)  (506,922,784)
1,746,956 (6,043,730)
3,148,982 7,384,876
1,117,673,807 535,124,208
7,696,465 61,693,535
596,056,325 198,050,754
504,926,659 445,074,352
(100,848,140) (82,028,532)
(101,452,733) (62,207.430)
302,625,786 300,838,390
969,321,894 547,155,079

(706,941,216)
(289,061.474)
(776,183)

(32,911,091)
(505.843,619)
(635,747)

(996,778,873)

(539,390,457)

(6,034,018)
(53,075,640)

(5,932,185)

(59,109,658)

(33,389,164) (51,345,036)
117,367,707 168,712,743
83,978,543 117,367,707

The financial statements are to be read in conjunction with the related notes, which form an integral part of
the financial statements of the Bank set out on pages 7 to 64. The Report of the Independent Auditors is

given on pages | and 2.
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

1.

1.1

Corporate Information

.Reporting entity

The Bank of Ceylon — Maldives (“the Bank™) received the banking license under the Maldives
Monetary Authority Act No. 6/81 of 1981 on 7th May 1981 in the Republic of Maldives. The
principal place of business is situated at 12, Boduthakurufaanu Magu, Male’, Republic of Maldives.
The Bank is a branch of Bank of Ceylon, fully owned by the Government of Sri Lanka.

The commercial operations of the Bank commenced on 7" May 1981.

1.2.Principal Business Activities and Nature of Operations

2:1.

The Bank is engaged in providing a comprehensive range of financial services encompassing
accepting deposits, retail banking, trade financing, corporate and retail credit, project financing,
development banking, money remittance facilities, dealing in Government securities and treasury-
related products and salary remittance package services, in the Republic of Maldives.

BASIS OF PREPARATION
Statement of Compliance

The financial statements of the Bank, which comprise the Statement of Financial Position,
Statement of Comprehensive Income, Statement of Changes in Equity, Statement of Cash Flows
and Notes to the Financial Statements have been prepared and presented in accordance with IFRS
Accounting Standards.

These financial statements have been prepared following the accrual basis of accounting.

2.2.Basis of Measurement

The financial statements have been prepared on the historical cost basis except for assets and
liabilities which are stated at their fair value.

2.3.Going Concern Basis of Accounting

The Management has assessed its ability to continue as a going concern and is satisfied that it has
the resources to continue in business for the foreseeable future. Furthermore, the Management is not
aware of any material uncertainties that may cast significant doubt upon the Bank’s ability to
continue as a going concern. Therefore, the financial statements of the Bank continue to be prepared
on a going concern basis.

2.4.Functional and Presentation Currency

These financial statements are presented in Maldivian Rufiyaa, which is the Bank's functional
currency, except as otherwise indicated, financial information is presented in Maldivian Rufiyaa.

a8 Emnst & Young
Crartered Accountants
EY Malé , Maldives

Reg. No.: 192/95



BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

2. BASIS OF PREPARATION (CONTINUED)

2.5.Offsetting

Financial assets and financial liabilities are offset, and the net amount reported in the Statement 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 settle the liabilities
simultaneously. Income and expenses are not offset in the Statement of Comprehensive Income,
unless required or permitted by an Accounting Standard or Interpretation (issued by the
International Financial Reporting Interpretations Committee and Standard Interpretation
Committee) and as specially disclosed in the Accounting Policies of the Bank.

2.6 Presentation of Financial Statements

The assets and liabilities of the Bank presented in the Statement of Financial Position are
grouped by nature and listed in an order that reflects their relative liquidity and maturity pattern.
No adjustments have been made for inflationary factors affecting the Financial Statements.

2.7 Materiality and aggregation

Each material class of similar items is presented separately in the Financial Statements. Items of
dissimilar nature or function are presented separately, unless they are immaterial as permitted by
the International Accounting Standard — IAS 1 on ‘Presentation of Financial Statements’.

2.8 Rounding

The amounts in the Financial Statements have been rounded-off to the nearest Maldivian
Rufiyaa, except where otherwise indicated as permitted by the International Accounting Standard
—1AS 1 on ‘Presentation of Financial Statements’.

2.9 Use of Judgements and Estimates

The preparation of the financial statements in conformity with [FRSs and IASs adopted, requires
the management to make judgements, estimates and assumptions which 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 recognized prospectively.

i.) Measurement of fair values

Several accounting policies and disclosures require the measurement of fair values, for both
financial and non-financial assets and liabilities.

The Bank has an established control framework with respect to the measurement of fair values.
When measuring the fair value of an asset or a liability, the Bank uses observable market data as
far as possible. Fair values are categorized into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follow.

/ Ernst & Young
~ artered Accountants
Malé , Maldives
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

2. BASIS OF PREPARATION (CONTINUED)
2.9 Use of Judgements and Estimates (Continued)

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).
Level 3: inputs for the asset or liability that are not based on observable market data

(Unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the
fair value hierarchy, then the fair value measurement is categorized in its entirety in the same level
of the fair value hierarchy as the lowest level input that is significant to the entire measurement.
The Bank recognizes transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

ii.) Judgements

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

Note 3.2 (ii) - 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 asset are solely
payments of principal and interest on the principal amount outstanding.

Note 3.2 (iv) — 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 the measurement of Expected Credit Loss (“ECL") and selection
and approval of models used to measure ECL.

iii.) Assumptions and estimation uncertainties

Information about assumptions and estimation uncertainty that have a significant risk of resulting
in a material adjustment for the year ended 31* December 2025 are included in the following
notes.

Note 3.4 (iv) - Impairment of financial instruments

Determining inputs into the ECL measurement model, including incorporation of forward-looking
information.

.ﬁ____\\

/ Ernst & Young
Cartered Accountants
Malé , Maldives
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

2. BASIS OF PREPARATION (CONTINUED)

2.9 Use of Judgements and Estimates (Continued)

Note 3.5 - Impairment of non-financial assets

The Bank assesses whether there are any indicators of impairment for an asset or a Cash-Generating Unit
(CGU) at each Reporting date or more frequently, if events or changes in circumstances necessitate to
do so. This requires the estimation of the “Value in use’ of such individual assets or the CGUs. Estimating
‘Value in use’ requires the Management to make an estimate of the expected future cash flows from the
asset or the CGU and also to select a suitable discount rate in order to calculate the present value of the
relevant cash flows. This valuation requires the Bank to make estimates about expected future cash flows
and discount rates and hence, they are subject to uncertainty.

Note 3.7 & 3.8- Provisions for liabilities, commitments and contingencies

The Bank receives legal claims in the normal course of business. Management has made judgements as to
the likelihood of any claim succeeding in making provisions. The time of concluding legal claims is
uncertain, as is the amount of possible outflow of economic benefits. Timing and cost ultimately depend on
the due processes in respective legal jurisdictions,

3. MATERIAL ACCOUNTING POLICY INFORMATION

The Accounting Policies have consistently been applied by the company and are consistent with those
used in the previous year. Further, comparative information is reclassified wherever necessary to comply
with the current year presentation.

3.1.Foreign Currency Transactions

Transactions in currencies other than Maldivian Rufiyaa arc translated to Maldivian Rufiyaa at the
exchange rate ruling at the date of transaction. Monetary assets and liabilities denominated in foreign
currencies are translated to Maldivian Rufiyaa at the exchange rate ruling at the reporting date. Foreign
exchange differences arising on translation are recognized in the profit or loss.

Non-monetary assets and liabilities, which are measured at historical cost, denominated in foreign
currencies are translated to Maldivian Rufiyaa at the exchange rates ruling at the dates of transactions.
Non-monetary assets and liabilities, which are stated at fair value, denominated in foreign currencies are
translated to Maldivian Rufiyaa at the exchange rates ruling at the dates the values were determined.

/ Ernst & Young
hartered Accountants
Malé , Maldives
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
3.2.Financial Assets and Liabilities

(i) Recognition and initial measurement

The Bank initially recognizes loans and advances, deposits, and other liabilities, etc. on the date on which
they are originated. All other financial instruments (including regular-way purchases and sales of
financial assets) are recognized on the trade date, which is the date on which the Bank becomes a party
to the contractual provisions of the instrument. A financial asset or financial liability is measured initially
at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable to its acquisition
or issue.

(ii) Classification

On initial recognition, a financial asset is classified as measured at: amortized cost, FVOCI or FVTPL.
A financial asset is measured at amortized cost if it meets both of the following conditions and is not
designated as at FVTPL:

- The asset is held within a business model whose objective is to hold assets to collect contractual cash

flows; and

- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (“SPPI”).

A debt instrument is measured at FVOCI only it it meets both of the following conditions and is not
designated as at FVTPL:

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

- The contractual terms of the financial asset give rise on specified dates to cash flows that are SPPI.

On initial recognition of an equity investment that is not held for trading, the Bank may irrevocably elect
to present subsequent changes in fair value in OCI. This election is made on an investment-by-investment
basis. All other financial assets are classified as measured at FVTPL.

Business Model Assessment

The Bank assesses the objective of a business model in which an 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 objectives for the portfolio and the operation of those policies in practice.
Whether management’s strategy focuses on earning contractual interest revenue, maintaining a
particular interest rate profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realizing cash flows through the sale of the assets.

- How the performance of the portfolio is evaluated and reported to the Bank's management.

/ Emnst & Young
 ~artered Accountants
EY Maié , Maldives
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)
3.2.Financial Assets and Liabilities (Continued)

- The risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed.

- How managers of the business are compensated - ¢.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 in prior periods, the reasons for such sales and its
expectations about future sales activity. However, information about sales activity is not considered in
isolation, but as part of an overall assessment of how the Bank's stated objective for managing the
financial assets is achieved and how cash flows are realized.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held
both to collect contractual cash flows and to sell financial assets.

Assessment 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 and for other basic lending
risks and costs (e.g., liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Bank
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 the assessment, the Bank considers:

- Contingent events that would change the amount and timing of cash flows.

- Leverage features.

- Prepayment and extension terms.

- Terms that limit the Bank's claim to cash flows from specified assets (e.g., non-recourse asset
arrangements); and

- Features that modify consideration of the time value of money- e.g.. periodical reset of interest rates.

Reclassification

Financial assets are not reclassified after their initial recognition, except in the period after the Bank
changes its business model for managing financial assets.

/ Ernst & Young
Chartered Accountants
EY Malé , Maldives
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2.Financial Assets and Liabilities (Continued)

Financial liabilities

The Bank classifies its financial liabilities, other than financial guarantees and loan commitments, as
measured at amortized cost or FVTPL.

- fees that 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 ditficulties, then the objective of the
modification is usually to maximize recovery of the original contractual terms rather than to originate a
new asset with substantially different terms. If the Bank 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 (refer write-oft policy). This approach impacts the result
of the quantitative evaluation and means that the derecognition criteria are not usually met in such cases.

If the modification of a financial asset measured at amortized cost or FVOCI does not result in
derecognition of the financial asset, then the Bank first recalculates the gross carrying amount of the
financial asset using the original effective interest rate of the asset and recognizes 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 carrying amount of the modified financial asset and are amortized over the remaining term of
the modified financial asset.

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 cffective interest rate method.

The Bank derecognizes a financial 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
derecognized 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.

/ Ernst & Young
EY ~hartered Accountants
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BANK OF CEYLON - MALDIVES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2025

3. MATERIAL ACCOUNTING POLICY INFORMATION (CONTINUED)

3.2.Financial Assets and Liabilities (Continued)

If the modification of a financial liability is not accounted for as derecognition, then the amortized 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 labilities, 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 amortized over the remaining term of the modified financial
liability by re-computing the eftective interest rate on the instrument.

(iii) 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 in the principal or, in its absence, the
most advantageous market to which the Bank has access at that date. The fair value of a liability reflects
its non-performance risk.

When available, the Bank measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximize
the use of relevant observable inputs and minimize the use of unobservable inputs. The chosen valuation
technique incorporates all the factors that market participants would consider in pricing a transaction.

The best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price — i.e., the fair value of the consideration given or received. If the Bank determines that
the fair value at initial recognition differs from the transaction price and the fair value is evidenced neither
by a quoted price in an active market for an identical asset or liability nor based on a valuation technique
that uses only data from observable markets, then the financial instrument is initially measured at fair
value, adjusted to defer the difference between the fair value at initial recognition and the transaction
price. Subsequently, that difference is recognised in profit or loss on an appropriate basis over the life of
the instrument but no later than when the valuation is wholly supported by observable market data, or the
transaction is closed out.

(IV) Impairment
Individual Assessment - Credit-Impaired Financial Assets

At each reporting date, the Bank assesses all financial assets carried at amortized cost and identifies the
‘Individually Significant’ loans and advances for impairment based on the materiality. Accordingly, loans
and advances are considered as if they meet following criteria.

/ Ernst & Young
¢ -artered Accountants
EY Malé , Maldives
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