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Deutsche Bank .

Management’s Report on Internal Controls over Financial Reporting

The management of Deutsche Bank AG, Colombo Branch (“Branch”) is responsible for establishing and maintaining
adequate internal control over financial reporting. The Branch’s internal control system is designed to provide
reasonable assurance to management regarding the preparation and fair presentation of published financial statements
in accordance with Sri Lanka Accounting standards. All internal control systems, no matter how well designed, have
inherent limitations. Therefore, even those systems determined to be effective can provide only reasonable assurance
with respect to financial statement preparation and presentation.

The Management has established an ongoing process for identifying, evaluating, and managing the significant risks
faced by the Branch and this process includes enhancing the system of internal controls as and when there are changes
to business environment or regulatory guidelines. The process is regularly reviewed by the management and accords
with the guidance for directors of Banks on the Directors’ Statement of Internal Control issued by the Institute of

Chartered Accountants of Sri Lanka.

To the best of our knowledge, we did not identify any material deficiencies or weaknesses, in the design or operation
of internal control over financial reporting which are reasonably likely to adversely affect the Branch’s ability to
record, process, summarize and report financial data. Based on our understanding, there has been no fraud that
involves management or other employees who have a significant role in the Branch’s internal controls over financial
reporting which requires disclosure.

The Branch management assessed the effectiveness of the Branch’s internal control over financial reporting as of
December 31, 2025, based on the guidelines issued by the Institute of Chartered Accountants of Sri Lanka in relation
to statement of internal control. Based on this assessment, management believes that, as of December 31, 2025, the
Branch’s internal control over financial reporting is effective.

Internal Control Governance

The key processes that have been established in reviewing the adequacy and integrity of the system of internal
controls and governance of the Branch include the following:

The Committees are established by the Management in ensuring the effectiveness of the Branch’s daily operations
and that the Branch’s operations are in accordance with the corporate objectives, strategies and the annual budget as
well as the policies and business directions that have been approved.

In accordance with the requirement of CBSL, Group Audit (GA) conducts an annual audit of DB AG Colombo
Branch using a risk-based audit approach as outlined in GA policy and GA manual. The methodology enables GA
to increase transparency of audit coverage, refine the Risk Assessment (RA) approach, better align risk and resources,
and exercise greater judgment in audit coverage. The RA process is fundamental to GA’s understanding of the Bank’s
strategy, plans and objectives and is used to develop an audit plan focused on the most relevant areas in any plan
year. The RA is the primary instrument for documenting the assessment of Inherent Risk (IR) and the Control
Environment Indicator (CEI) for all applicable risk categories, including fraud risk. The RA results in an overall
score for each Auditable Area (AA) in the Audit Universe (AU), which drives the cycle of audit coverage, to a
maximum of 5 years. GA also adds coverage based on regulatory requirements and override the risk-based cycle
either for all or parts of the AA. Group Audit APAC is primarily responsible for audit coverage in Sri Lanka and,

where necessary, is assisted by global teams.

Operational committees have also been established with appropriate empowerment to ensure effective
management and supervision of the Branch’s core areas of business operations. The committees established locally
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are the Branch Management Board and Asset and Liability Committee. The Branch also comes under the purview
of the following Global Committees:

- Audit Committee

- Risk Committee

- Compensation Control Committee

- Strategy and Sustainability Committee

- Technology, Data and Innovation Committee

In assessing the internal control system, the Branch relies on documented procedures and controls that are
connected with significant accounts and disclosures of the financial statements of the Branch. These are under
the overall purview of the above committees and Group Audit for suitability of design and effectiveness on an
ongoing basis.

In relation to the remote working arrangements,

Many staff members have been able to work from home with (1) Secure access to operating systems. (2) The Bank
continued to encourage customers to use digital platforms to perform transactions as an alternative to visit the
Branch. (3) Arrangements were made to closely monitor the evolving conditions of internal and external
environment. The Branch Management Board ensures that the alternative arrangements do not compromise the
internal control procedures of the Bank and also ensures that the security of data due to these alternative
arrangements such as working from home or working from disaster recovery site. Remote working arrangements
were facilitated as per the Bank’s IT security policies. Additional controls/monitoring procedures were introduced

as relevant.
Confirmation
Based on the above processes, the Management confirms that:

The financial reporting system of the Branch has been designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes has been done in
accordance with Sri Lanka Accounting Standards and regulatory requirements of the Central Bank of Sri Lanka.

There was no material change in internal control over financial reporting that occurred during the period covered
by the report that has materially affected or is reasonably likely to materially affect internal control over financial
reporting, including any corrective actions with regard to significant deficiencies and material weaknesses.

Review of the Statement by External Auditors

The external auditors have reviewed the above Management’s Statement on Internal Controls for the year ended
31 December 2025 and reported to the Management that nothing has come to their attention that causes them to
believe that the statement is inconsistent with their understanding of the process adopted by the Management in
the review of the design and effectiveness of the internal control system of the Branch.

“Ashok Kumam’nandan
Managing Director - CFO Singapore and ASEAN

25 February 2026
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INDEPENDENT ASSURANCE REPORT
TO THE MANAGEMENT OF DEUTSCHE BANK AG - COLOMBO BRANCH

Report on the Management's Statement on Internal Control

We were engaged by the Management of Deutsche Bank AG - Colombo Branch (“The Branch™) to provide
assurance on the Management's Statement on Internal Control over Financial Reporting (“Statement") for

the year ended 31 December 2025.

Management’s responsibility

Management is responsible for the preparation and presentation of the Statement in accordance with the
“Guidance for Directors of Banks on the Directors' Statement on Internal Control" issued in compliance
with section 9.2 (b) of the Banking Act Direction No. 05 of 2024, by the Institute of Chartered Accountants

of Sri Lanka.

Our Independence and Quality Control

We have complied with the independence and other ethical requirement of the Code of Ethics for
Professional Accountants issued by the Institute of Chartered Accountants of Sri Lanka, which is founded
on fundamental principles of integrity, objectivity, professional competence and due care, confidentiality

and professional behavior.

The firm applies Sri Lanka Standard on Quality Control 1 and accordingly maintains a comprehensive
system of quality control including documented policies and procedures regarding compliance with ethical
requirements, professional standards and applicable legal and regulatory requirements.

Our responsibilities and compliance with SLSAE 3050 (Revised)

Our responsibility is to assess whether the Statement is both supported by the documentation prepared
by or for management and appropriately reflects the process the management have adopted in reviewing
the design and effectiveness of the internal control of the Branch.

We conducted our engagement in accordance with Sri Lanka Standard on Assurance Engagements
(SLSAE) 3050 (Revised), Assurance Report for Banks on Directors’ Statement on Internal Control, issued
by the Institute of Charted Accountants of Sri Lanka.

This Standard required that we plan and perform procedures to obtain limited assurance about whether
Management has prepared, in all material respects, the Statement on Internal Control Over Financial

Reporting.

For purpose of this engagement, we are not responsible for updating or reissuing any reports, nor have
we, in the course of this engagement, performed an audit or review of the financial information.
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Summary of work performed

We conducted our engagement to assess whether the Statement is supported by the documentation
prepared by or for management; and appropriately reflected the process the management have adopted
in reviewing the system of internal control over financial reporting of the Branch.

The procedures performed were limited primarily to inquiries of Branch personnel and the existence of
documentation on a sample basis that supported the process adepted by the Branch Management Board.

SLSAE 3050 (Revised) does not require us to consider whether the Statement covers all risks and controls
or to form an opinion on the effectiveness of the Branch's risk and control procedures.

The procedures selected depend on our judgement, having regard to our understanding of the nature of
the Branch, the event or transaction in respect of which the Statement has been prepared.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
conclusion.

Our conclusion

Based on the procedures performed, nothing has come to our attention that causes us to believe that the
Statement is inconsistent with our understanding of the process the Branch Management Board has
adopted in the review of the design and effectiveness of internal control over financial reporting of the
Branch.

25 February 2026
Colombo




Deutsche Bank

CCO’s and CFO’s Responsibility for Financial Reporting

Audited Financial Statements, 31 December 2025

The Financial Statements of Deutsche Bank - Colombo Branch as at 31 December 2025 are prepared in compliance
with Sri Lanka Accounting Standards (SLFRS/LKAS) issued by The Institute of Chartered Accountants of Sri
Lanka; Sri Lanka Accounting and Auditing Standards Act No. 15 of 1995 and the Banking Act No. 30 of 1988
and amendments thereto. In addition, these Financial Statements in compliance with the format and definitions
prescribed issued by the Central Bank of Sri Lanka for the preparation of Annual Financial Statements of licensed
commercial banks. The Accounting Policies used in the preparation of the Financial Statements are appropriate
and are consistently applied by the Branch (material departures, if any are disclosed and explained in the notes to
the Financial Statements). There are no departures from the Sri Lanka Financial Reporting Standards in their
adoption. Comparative information has been reclassified wherever necessary to comply with the current
presentation.

We confirm that to the best of our knowledge, the Financial Statements, significant accounting policies and other
financial information included in the Annual Financial Statement, fairly present in all material respects the
financial condition, results of the operations and the cash flows of the Branch during the period under review. We
also confirm that the Branch has adequate resources to continue in operation and have applied the ‘going concern’
basis in preparing the Financial Statements.

Significant Accounting Policies and estimates that involve a high degree of judgment and complexity are discussed
with the External Auditors of the Branch and Branch’s Accounting Policy Group.

The Branch Management accepts responsibility for the integrity and objectivity of these Financial Statements.
The estimates and judgments relating to the Financial Statements were made on a prudent and reasonable basis in
order that the Financial Statements reflect in a true and fair manner, the form and substance of transactions and

that the Branch’s state of affairs is reasonably presented.

The Financial Statements of the Branch were audited by the Messrs EY, Chartered Accountants, the independent
auditors.

We confirm that to the best of our knowledge:

— The Branch has complied with all applicable laws, regulations and prudential requirements and material non-
compliances have been rectified.

— There are no material litigations that are pending against the Branch.

—  All taxes, duties, levies and statutory payments by the Branch and all contributions, levies and taxes payable on
behalf of and in respect of employees of the Branch as at the reporting date have been paid, or where relevant

rovided for.

1l

Nirapjan Figurado 1a Sanjeewanie
Chief Country Officer Head of Finance

Deutsche Bank AG
Colombo Branch
25 February 2026
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INDEPENDENT AUDITOR'S REPORT
TO THE MANAGEMENT OF DEUTSCHE BANK AG - COLOMBO BRANCH

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Deutsche Bank AG - Colombo Branch (“The Branch"), which
comprise the statement of financial position as at 31 December 2025, and the statement of profit or loss
and other comprehensive income, statement of changes in equity and the 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 financia! statements give a true and fair view of the financial position of
the Branch as at 31 December 2025 and of its financial performance and its cash flows for the year then
ended in accordance with Sri Lanka Accounting Standards.

Basis for opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). 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 Branch in.accordance with the Code of Ethics
for Professional Accouritants issued by CA Sri 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 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 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.

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

Those charged with governance are responsible for overseeing the Branch'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 opinion. 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
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.
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As part of an audit in accordance with SLAuSs, we exercise professional judgment 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.

» 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 Branch internal control.

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by 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 Branch 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 Branch 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 @ 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.

Report on other legal and regulatory requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007 and section 39 of the Banking Act
No 30 of 1988 (as amended by Banking Act No. 24 of 2024), 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 Branch.

In our opinion the disclosures made in the accompanying financial statements are in accordance with the
requirements of Circular No. 05 of 2024 issued by Central Bank of Sri Lanka.

25 February 2026
Colombo



Deutsche Bank AG - Colombo Branch

INCOME STATEMENT
Year ended 31 December 2025

Gross income

Interest income
Less: Interest expense
Net interest income

Fee and commission income
Less: Fee and commission expenses
Net fee and commission income

Net gain from trading
Net gain/(loss) from financial instruments at fair value through profit and loss

Net gain/(loss) from derecognition of financial assets
Net other operating income/(expenses)

Total operating income

Less: Impairment charge/(reversal)

Net operating income

Less: Operating expenses

Personnel expenses

Depreciation & amortisation expenses
Other expenses

Operating profit before VAT & SSCL on financial services

Less: Value Added Tax (VAT) on financial services
Social Security Contribution Levy (SSCL) on financial services

Profit/(loss) before tax
Less: Income tax expenses

Profit/(loss) for the year

Note

11

12

13
24
14

15

2025
Rs.

6,696,622,964

4,616,924,453
435,396,380

2024
Rs.

8,405,081,068

5,707,548,995
698,305,906

4,181,528,073

5,009,243,089

1,106,808,979 974,899,568
80,373,103 80,450,295
1,026,435,876 894,449,273
1,400,515,888 1,184,499,031
4,555,359 31,565,979
(432,181,715) 506,567,495
6,180,853,481 7,626,324,867
104,718,715 58,669,547
6,076,134,766 7,567,655,320
766,314,865 670,538,366
136,220,088 138,039,712
2,524,114,880 2,512,750,501
2,649,484,933 4,246,326,741
473,329,696 703,431,904
65,740,235 100,315,605
2,110,415,002 3,442,579,232
660,403,478 1,124,495,436

1,450,011,524

2,318.083.796

The accounting policies and notes to the financial statements appearing on page 15 to 97 form an integral part of these financial

statements.
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Deutsche Bank AG - Colombo Branch

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2025

2025 2024
Rs. Rs.

Profit for the year 1,450,011,524  2,318,083,796
Items that will be reclassified to income statement
Exchage differences on translation of foreign operations - -
Net gains/(losses) on cash flow hedges - -
Net gains/(losses)on investments on debt - -
Net gains/(losses) on investments in debt instruments measured at fair value through other :
comprehensive income i
Debt instruments at fair value through other comprehensive income - -
Less: Tax expense relating to items that will be reclassified to income statement - -
Items that will not be reclassified to income statement
(Loss)/ Gains on translating the Financial Statements of FCBU 307,843,586 (700,731,584)
Change in fair value on investments in equity instruments designated at fair value through )
other comprehensive income
Change in fair value attributable to change in the Bank's own credit risk on financial liabilities ) }
designated at fair value through profit or loss
Re-measurement of post-employment benefit obligations (Note 30) (4,041,000) (30,490,000)
Related tax (Note 15.2) 1,212,300 9,147,000

305,014,886 (722,074,584)
Other comprehensive income for the year, net of taxes 305,014,886 (722,074,584)
Total comprehensive income for the year, net of taxes 1,755,026,410  1,596,009,212

The accounting policies and notes to the financial statements appearing on page 15 to 97 form an integral part of these financial

statements.
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Deutsche Bank AG - Colombo Branch

STATEMENT OF FINANCIAL POSITION
As at 31 December 2025

2025 2024

Note Rs. Rs.
Assets
Cash and balances with banks 16 138,524,439 179,543,267
Balances with Central Bank 17 15,842,969,424 11,592,098,001
Placements with banks 18 5,573,876,191 28,743,634,235
Placements with branches - -
Derivative financial instruments 19 258,894,498 131,660,218
Group balances receivables 20 17,222,948,920 1,177,925,636
Financial assets recognized through profit or loss
- measured at fair value = =
- designated at fair value - -
Financial assets measured at fair value through profit or loss (FVTPL) 21 10,416,836,311 -
Financial assets at amortized cost - Loans and advances to customers 22 26,943,924,343 21,799,039,124
Financial assets at amortized cost - Debt and other instruments - -
Financial assets measured at fair value through other comprehensive income (FVOCI) = 4338934 RS808
Property, plant and equipment 24 379,089,910 481,916,234
Investment properties - -
Deferred tax assets 25 167,147,910 127,906,914
Other assets 26 755,969,356 668,358,343
Total assets 77,742,520,286 64,944,420,956
Liabilities
Due to banks - .
Due to branches 27 1,859,587,465 1,464,608,821
Derivative financial instruments 28 167,101,751 26,919,385
Financial liabilities recognized through profit or loss measured at fair value - -
Financial liabilities at amortized cost - Due to depositors 29 39,584,575,804 30,032,808,121
Financial liabilities at amortized cost - Due to debt securities holders - -
Financial liabilities at amortized cost - Due to other borrowings & -
Debt securities issued - -
Retirement Benefit Obligations 30 155,942,214 134,214,480
Current tax liabilities 31 461,279,528 657,546,545
Deferred tax liabilities = -
Other provisions 32 1,402,615 1,402,615
Other liabilities 33 780,326,141 740,076,715
Group Balance Payable 34 4,964,817,687 3,874,383,603
Total liabilities 47,975,033,205 36,931,960,285
Equity
Assigned capital 35 4,410,461,270 4,410,461,270
Statutory reserve fund 36 1,408,423,952 1,335,923,376
Retained earnings 37 11,997,855,955 10,713,335,022
Other reserves 38 11.950.745,904 11,552,741,003
Total shareholders’ equity 29,767,487,081 28,012,460,671
Total equity and liabilities 77,742,520,286 64,944,420,956
Contingent liabilities and commitments 39 156,609,044,825 107,294,208,470
Memorandum Information
Number of employees 53 49
Number of Branches 1 1
These fnancial statements have been prepared in compliance with requirements of the Compariies Act No.7 of 2007,

The Management is responsible for the preparation and presentation of these Financial Statements. Approved and signed for and on behalf of the

Branch Management Board by;
™~
\
MFLd

3f Country Officer

In} 3 anjeewanie
Head of Finance

The accounting policies and notes to the financial statements appearing on page 15 to 97 form an integral part of these financial statements.
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Deutsche Bank AG - Colombo Branch

STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2025

Balance as of 1 January 2024
Total comprehensive income for the year

Profit for the year (net of tax)
Other Comprehensive Income(net of tax)
Total comprehensive income for the year

Transactions with equity holders, recognized directly
in equity

Transfers to reserves during the year

Transfers to ECL reserve during the year

Profit remittance to Head Office

Unremittable HO Expenses capitalization

Total transactions with equity holders

Balance as at 31 December 2024

Balance as of 1 January 2025

Total comprehensive income for the year

Profit for the year (net of tax)
Other Comprehensive Income (net of tax)
Total comprehensive income for the year

Transactions with equity holders, recognized directly
in equity

Transfers to reserves during the year

Transfers to ECL reserve during the year

Profit remittance to Head Office

Unremittable HO Expenses capitalization

Total transactions with equity holders

Balance as at 31 December 2025

The accountin
- 0 v Y
i

7
(= 2 i

A

AZccountanis

Reserves
N ) . Exchange Exchange Reserve through A
A d Capital T
ssigned Capital | Statutory Reserve e ECL Reserve Retained Earnings equalization of | equalization of contributed otal equity
Fund Reserve "
capital reserve assets
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
4,410,461,270 1,220,019,186 (22,702,559) 170,072,326 9,491,621,981 1,545,329,885  1,286,512,142 9214212634 27,315,526,865
- - - - 2,318,083,796 - - - 2,318,083,796
- - - - (21,343,000) (224,594,653)  (476,136,931) - (722,074,584)
- - - - 2,296,740,797 (224,594.653)  (476,136,931) - 1,596,009,213
- 115,904,190 - - (32,703,910) - (83,200,280) - -
- - - 143,248,439 (143,248,439) - - - -
- - - - (899,075,407) - - - (899,075,407)
- 115,904,190 - 143,248,439 (1,075,027,757) - Amu.moo.uwov - (899,075.407)
4410461270 1,335,923,376 (22,702,559) 313,320,765 10,713,335,022 1,320,735,232 727,174,931 9,214,212,634 28,012,460,671
4,410,461,270 1,335,923,376 (22,702,559) 313,320,765 10,713,335,022 1,320,735,232 727,174,931 9,214,212,634 28,012,460,671
- - - - 1,450,011,524 - - - 1,450,011,524
(2,828,700) 121,286,913 186,556,673 305,014,886
- - - - 1,447,182.824 121,286,913 186,556,673 - 1,755,026,410
- 72,500,576 - - (64,577,926) - (7,922,650) - -
- - - 98,083,965 (98,083,965) - - - -
- 72,500.576 - 98,083,965 (162,661.891) - (7.922.650) - -
4410461270 1,408,423,952 (22,702,559) 411,404,730 11,997,855,955 1,442,022,145 905,808,954 9,214,212 634 29,767 487,081

13-
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Deutsche Bank AG - Colombo Branch

STATEMENT CASH FLOWS
Year ended 31 December 2025

Cash Flows from Operating Activities

Interest Receipts

Interest Payments

Net Commission receipts

Trading Income

Payments to employees

VAT & SSCL on financial services

Receipts from other operating activities

Payments on other operating activities

Operating profit before change in operating assets & liabilities

(Increase)/ decrease in operating assets

Balances with Central Bank of Sri Lanka

Placements with Banks

Placement with branches

Derivative financial instruments

Group balance receivables

Financial assets measured at fair value through profit or loss (FVTPL)
Financial assets at amortized cost- Loan & Advances

Other Assets

(Increase)/ decrease in operating liabilities

Financial liabilities at amortised cost-due to banks

Financial liabilities at amortised cost-due to branches

Derivative financial instruments

Financial liabilities at amortised cost-due to depositors

Financial liabilities at amortised cost-due to debt securities holders
Financial liabilities at amortised cost-due to other borrowers
Group balance payable -Branches

Other liabilities

Net unrealised gain/loss from translation of foreign currency financial statements
Net cash generated from operating activities before income tax

Income tax paid
Net cash from operating activities

Cash Flows from Investing Activities

Purchase of Property, Plant and Equipment

Proceeds from the sale of property, plant and equipment
Purchase of Financial investments

Proceeds from the sale and maturity of financial investments
Net purchase of intangible assets

Dividend received from investment

Net cash used in investing activities

Cash Flows from Financing Activities
Repayment of principal portion of lease liabilities
Profit transfer to head office

Net cash used in financing activities

Net decrease in Cash & Cash Equivalents

Gross cash and balances with banks at the beglnning of the year

Gross cash and balances with banks at the end of the year
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2025
Note Rs.

4,613,271,530

2024
Rs.

5,677,661,707

(419,058,922) (638,642,434)
1,026,435,876 894,449,273
1,405,071,247 1,216,065,010
(748,628,131) (662,822,762)
(503,748,679) (758,957,172)
(455,833,951) 59,778,909
(2,511,920,219) (703,035,271)
46 2,405,588,751 5,084,497,260
(4,258,231,946) 773,006,800
23,166,974,570 (15,131,346,596)
- 48,582
(127,234,280) (92,677,552)
(16,026,770,854) 454,170,715
(10,416,836,311) 18,041,590,191
(5,218,049,445) 2,769,888,474
(201,564,743) 604,644,430
393,280,000 3,870,834
140,182,366 23,585,961
9,562,424,169 (8,683,602,602)
1,122,921,625 506,268
5,399,173 (681,464,435)
307,843,586 (700,731,584)
855,926,661 2,465,986,746
31 (813,164,412) (1,877,855,326)
42,762,249 588,131,420
24.1 (33,637,637) (2,500,883)
733,229 -
4,910,450 4,835,650
(27,993,958) 2,334,767
33.1 (55,778,440) (54,567,900)
- (899,075,407)
(55.778,440) (953,643,307)
(41,010,149) (363,177,120)
179,543,763 542,720,883
16 138,533,614 179,543,763

ncial statements appearing on page 15 to 97 form an integral part of these financial statements.




Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

1.1

1.2

1.3

1.4

1.5

REPORTING ENTITY

Reporting entity

Deutsche Bank AG (“Group”) is a public quoted company incorporated in Germany with limited liability, which
carries out banking activities in Sri Lanka through Deutsche Bank AG, Colombo Branch (“Branch”). The

registered office of Deutsche Bank AG, Colombo Branch and the principal place of business are both located at
Level 21, One Galle Face Tower, 1A Centre Road, Colombo 02.

Principal activities

The principal activities of the Branch continue to be banking and related activities such as accepting deposits,
corporate banking, offshore banking, foreign currency operations, trade services, Trust & Domestic Custody
services, Investment Banking etc.

Number of employees

The permanent staff strength of the Branch as at 31 December 2025 is 53 (2024 — 49 permanent staff).

Management Responsibility on Financial Statements

The Management of the Branch is responsible for preparing and presenting these financial statements in
accordance with Sri Lanka Accounting Standards and with the requirements of the Banking Act No. 30 of 1988
and amendments thereto.

Approval of Financial Statements by the Management

These Financial Statements were authorized for issue by the Management on 25 February 2026.

-15-



Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

2.1

2.2

BASIS OF PREPARATION

Statement of compliance

The financial statements of the Branch have been prepared in accordance with Sri Lanka Accounting Standards
(LKAS) prefixed both SLFRS and LKAS, promulgated by the Institute of Chartered Accountants of Sri Lanka
(ICASL) and in compliance with the requirements of the Companies Act No. 07 of 2007. The presentation of
the Financial Statements is also in compliance with the requirements of the Banking Act No.30 of 1988 and
amendments thereto.

These Financial Statements include the following components:

e an Income Statement and Statement of Profit or Loss and Other Comprehensive Income providing
the information on the financial performance of the Branch for the year;

o  a Statement of Financial Position providing the information on the financial position of the Branch as at
the year-end ;

o a Statement of Changes in Equity depicting all changes in shareholders’ funds during the year;

e  aStatement of Cash Flows providing the information to the users, on the ability of the Branch to generate
cash and cash equivalents and the needs of entities to utilize those cash flows;

e  Notes to the Financial Statements comprising material accounting policy information.

The formats used for preparation and presentation of Financial Statements and the disclosures made therein
also comply with the format specified by the Central Bank of Sri Lanka in Circular No. 05 of 2024 on
“Publication of Annual and Quarterly Financial Statements and Other Disclosures by Licensed Banks”. The
Branch also publishes annual and quarterly financial information and other disclosures in the Press and on the
Website in compliance with the aforementioned Circular.

Going concern assessment of the Branch
The management has made an assessment of its ability to continue as a going concern and is satisfied that it
has the resources to continue in business for the foreseeable future. In this assessment the management has

considered the potential impact that market and country precent economic condition could bring to business
operations of the Branch.

Furthermore, the Management is not aware of any material uncertainties that may cast significant doubt upon
the Branch’s ability to continue as a going concern. Therefore, the financial statements of the Branch continue
to be prepared on a going concern.

Functional and presentation currency

These financial statements are presented in Sri Lankan Rupees (LKR), which is the Branch’s functional
currency.

There was no change in the Branch’s presentation and functional currency during the year under review.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

2.3

2.4

25

2.6

Basis of measurement

The Financial Statements have been prepared on the historical cost basis except for the following material
items in the statement of financial position:

Item Basis of Measurement Note Page
Financial assets measured at fair value | Fair Value 3.3.1.1.5 22
through profit or loss
Derivative assets and derivative | Fair Value 33.1.15 & 22&29
liabilities held for risk management 33322
Financial Assets measured at fair | Fair Value 33.1.14 22
value through other comprehensive
income
Non-financial assets/liabilities
Employee benefits Present value of the defined | 3.7.3 36
benefit pension obligation less
the net total of the pension
assets

The Branch maintains separate books for Domestic Banking Unit (DBU) and Foreign Currency Banking Unit
(FCBU). Accompanying financial statements have been prepared by amalgamating the financial statements of
the Domestic Banking Unit and Foreign Currency Banking Unit.

Basis of amalgamation

The Branch’s Financial Statements comprise the amalgamation of the Financial Statements of the Domestic
Banking Unit (DBU) and the Off-Shore Banking Unit (FCBU). Both units have a common financial year
which ends on December 31.

Presentation of Financial Statements

The assets and liabilities of the Branch 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.

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 Profit or Loss and Other Comprehensive Income unless required or permitted
by an Accounting Standard or interpretation, and as specifically disclosed in the Accounting Policies of the
Branch.

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 Sri Lanka Accounting
Standard — LKAS 1 on ‘Presentation of Financial Statements’.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

2.7

2.8

2.8.1

2.8.2

Comparative Information

The comparative information is reclassified wherever necessary to confirm with the current year’s presentation
in order to provide better presentation.

Use of estimates and judgments

The preparation of financial statements in conformity with LKAS/SLFRS requires management to make
Jjudgments, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses and disclosure of contingent assets and liabilities at the
balance sheet date. Judgments and estimates are based on historical experience and other factors, including
expectations that are believed to be reasonable under the circumstances.

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

Judgments

Information about judgments 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 3.3.1.2 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

- Note 3.3.2.1 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 models
used to measure ECL

- Going Concern: the Management has made an assessment of the Branch’s ability to continue as a going
concern and are satisfied that it has the resources to continue in business for the foreseeable future

Assumptions and estimation uncertainties

Information about assumptions and estimation certainties that have a significant risk of resulting in a material
adjustment included in the following notes:

Note 3.3.2  : impairment of financial instruments: determining inputs into the ECL measurement model,
including incorporation of forward looking information.

Note 3.3.4  : determination of the fair value of financial instruments with significant unobservable inputs.
Note 3.7.3  : measurement of defined benefit obligations: key actuarial assumptions.

Note 3.2.1.b : recognition of deferred tax assets: availability of future taxable profit against which carry
forward tax losses can be utilized.

Note 3.8 : recognition and measurement of contingencies: key assumptions about the likelihood and
magnimde of an outflow of resources.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

2.9

2.10

3.1

3.1.1

3.1.2

Off-setting

Income and expenses are presented on a net basis only when permitted under Sri Lanka Accounting Standards
(SLFRSs/LKASSs), or for gains and losses arising from a FCBU of similar transactions such as in the FCBU’s
trading activity.

Changes in Accounting Policies

The Branch has consistently applied the accounting policies as set out in Notes 3 on pages 15 to 41 to all
periods presented in these financial statements.

MATERIAL ACCOUNTING POLICY INFORMATION

The Branch has consistently applied the accounting policies set out below to all period presented in these
Financial Statements.

Foreign currency transactions
Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of the Branch at
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional currency at the exchange rate at that date.
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated to the functional currency at the exchange rate at the date that the fair value was determined.
Foreign currency differences arising on retranslation are recognized in profit or loss, non-monetary items that
are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date
of the transaction.

Translation of Measurement Currency

The Branch uses Sri Lankan Rupees as their measurement currency for Domestic Banking Unit and United
State Dollars as their measurement currency for Foreign Currency Banking Unit books.

For amalgamation purposes accompanying Financial Statements have been prepared in Sri Lankan Rupees
after converting the Foreign Currency Banking Unit financial statements into Sri Lankan Rupees.

The translation is performed based on the guidelines in LKAS 21 “The Effects of Changes in Foreign Exchange
Rates” stated below:

. All assets and liabilities (i.e. including comparatives) are translated at the closing rate of each
reporting date

° Income and expense items for all periods (i.e. including comparatives) are translated at average
exchange rates pertaining to each period

® Equity items other than the net profit or loss for the period are translated at the historical rate existing

at the date of each transaction

All exchange differences resulting from translation in accordance with the above are recognized in Other
Comprehensive Income.

—
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.2

321

Taxation
Income Tax Expenses

Income tax expense comprises current and deferred tax. It is recognized in profit or loss except to the extent
that it relates to items recognized directly in equity or in other comprehensive income.

Penalties related to income taxes, including uncertain tax treatments, are accounted for under LKAS 37
Provisions, Contingent Liabilities and Contingent Assets.

a) Current Taxation

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year and
any adjustment to the tax payable or receivable with respect of previous years. The amount of current tax
payable or receivable is the best estimate of the tax amount expected to be paid or received that reflects
uncertainty related to income taxes, if any. It is measured using tax rates enacted or substantively enacted at
the reporting date.

According to Inland Revenue Act, provision for taxation is made on the basis on the accounting profit for the
year as adjusted for taxation purpose in accordance with the provision of the applicable Inland Revenue Act.
According to Inland Revenue (Amendment) Act No. 45 of 2022, income tax rate of 30% is applicable with
effect from 01 July 2022.

Current tax assets and liabilities are offset only if certain criteria are met.
b) Deferred Taxation

Deferred tax is provided using the liability method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
The amount of deferred tax provided is based on the expected manner of realization or settlement of the
carrying amount of assets and liabilities, using tax rates enacted or substantially enacted at the reporting date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the future asset can be utilized. Deferred tax assets are reduced to an extent that is no
longer probable, that the related tax benefit will be realized.

3.2.2 Other taxes

a) Crop Insurance Levy (CIL)

As per the provision of 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 Nation Insurance Trust Fund. Currently, the CIL is payable at 1% of the
profit after tax.

b) Value Added Tax on Financial Services (VAT)

VAT on financial services is calculated in accordance with Value Added Tax (VAT) Act No. 14 of 2002 and
subsequent amendments thereto. The value base for the computation of value added tax on financial services
is calculated by adjusting the economic depreciation computed on rates prescribed by Department of Inland
Revenue, emoluments payable and adjustments for VAT on supply of financial services payable and Social
Security Contribution Levy (SSCL) on supply of financial services payable as per relevant regulatory
guidelines, to the accounting profit before Income tax. Emoluments payable include benefits in money, and
not in money including contribution or provision relating to terminal benefits.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

¢) Social Security Contribution Levy on Financial Services (SSCL)

With effect from 1 October 2022, SSCL of 2.5% was introduced on the value addition attributable to the supply
of financial services through the Social Security Contribution Levy Act, No. 25 of 2022. SSCL 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 SSCL on the business of supplying financial services by
applying the attributable method referred to in Chapter IIIA of the Value Added Tax Act No. 14 of 2002.

ASSETS AND BASES OF THEIR VALUATION

33

3.3.1

3.3.1.1

3.3.1.2

Financial Instruments - Classification, Initial Recognition and Subsequent Measurement
Financial Assets and Liabilities

Financial assets
Recognition and measurement

The financial asset is measured initially at fair value plus, for an item not at fair value through profit or loss,
transaction cost that are directly attributable to its acquisition. Loans and advances are initially recognized
on the date at which they are originated at fair value which is usually the loan amount granted, and subsequent
measurement is at amortized cost.

The amortized cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus principal repayments, plus or minus the cumulative amortization using the effective
interest method of any difference between the initial amount recognized and the maturity amount, minus any
reduction for impairment.

All other financial assets are initially recognized on the trade date at which the Branch becomes a party to
the contractual provisions of the instrument.

Classification

Branch classifies financial assets in line with the classification and measurement requirements of SLFRS 9,
where financial assets are classified based on both the business model used for managing the financial assets
and the contractual cash flow characteristics of the financial asset (known as Solely Payments of Principal
and Interest or “SPPI”). There are three business models available:

- Hold to Collect - Financial assets held with the objective to collect contractual cash flows. They are
subsequently measured at amortized cost and are recorded in multiple lines on the Branch’s balance
sheet.

- Hold to Collect and Sell - Financial assets held with the objective of both collecting contractual cash
flows and selling financial assets. They are recorded as Financial assets at Fair Value through Other
Comprehensive Income on the Branch’s balance sheet.

- Other - Financial assets that do not meet the criteria of either “Hold to Collect” or “Hold to Collect
and Sell”. They are recorded as Financial Assets at Fair Value through Profit or Loss on the Branch’s
balance sheet

The assessment of business model requires judgment based on facts and circumstances upon initial
recognition. As part of this assessment, the Branch considers quantitative factors (e.g., the expected
frequency and volume of sales) and qualitative factors such as how the performance of the business model
and the financial assets held within that business model are evaluated and reported to the Branch’s key

management personnel,
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.3.13

3.3.1.4

3.3.15

In addition to taking into consideration the risks that affect the performance of the business model and the
financial assets held within that business model, in particular, the way in which those market and credit
risks are managed; and how managers of the business are compensated (e.g., whether the compensation is
based on the fair value of the assets managed or on the contractual cash flows collected). This assessment
results in an asset being classified in either a Hold to Collect, Hold to Collect and Sell or Other business
model.

If the Branch holds a financial asset either in a Hold to Collect or a Hold to Collect and Sell business model,
then an assessment at initial recognition to determine whether the contractual cash flows of the financial
asset are Solely Payments of Principal and Interest on the principal amount outstanding at initial recognition
is required to determine the business model classification.

Contractual cash flows, that are SPPI on the principal amount outstanding, are consistent with a basic
lending arrangement. Interest in a basic lending arrangement is consideration for the time value of money
and the credit risk associated with the principal amount outstanding during a particular period of time. It
can also include consideration for other basic lending risks (e.g., liquidity risk) and costs (e.g.,
administrative costs) associated with holding the financial asset for a particular period of time, and a profit
margin that is consistent with a basic lending arrangement.

Financial assets measured at amortized costs

A financial asset is classified and subsequently measured at amortized cost if the financial asset is held in
a Hold to Collect business model and the contractual cash flows are SPPI. Under this measurement
category, the financial asset is measured at fair value at initial recognition. Subsequently the carrying
amount is reduced for principal payments, plus or minus the cumulative amortization using the effective
interest method. The financial asset is assessed for impairment under the SLFRS 9 expected credit loss
model, where provisions are recognized based on expectations of potential credit losses. Financial assets
measured at amortized cost are recognized on a settlement date basis.

Financial Assets at Amortized Cost include predominately Loans at amortized cost, Central bank funds,
Debt securities and certain receivables presented in Other Assets.

Financial assets at fair value through other comprehensive income

A financial asset shall be classified and measured at Fair Value through Other Comprehensive Income
(“FVOCI™), if the financial asset is held in a Hold to Collect and Sell business model and the contractual
cash flows are SPPI, unless designated under the fair value option.

Under FVOCI, a financial asset is measured at its fair value with any changes being recognized in Other
Comprehensive Income ("OCI”), and is assessed for impairment under the SLFRS 9 expected credit loss
model where provisions recorded through profit or loss are recognized based on expectations of potential
credit losses.. The amortization of premiums and accretion of discounts are recorded in net interest income.
Realized gains and losses are reported in net gains (losses) on financial assets at FVOCIL. Generally, the
weighted-average cost method is used to determine the cost of FVOCI financial assets.

Financial assets classified as FVOCI are recognized or derecognized on trade date. Trade date is the date
on which the Branch commits to purchase or sell the asset.

Financial assets at fair value through profit or loss

Financial assets are classified at fair value through profit or loss if they are held in the other business model
because they are either held for trading or because they do not meet the criteria for Hold to Collect or Hold
to Collect and Sell. In addition, it includes financial assets that meet the criteria for Hold to Collect or Hold
to Collect and Sell business model, but the financial asset fails SPPI, or where the Branch designated the
financial assets under the fair value option.

-22-



Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.3.1.6

3.3.1.7

Financial assets classified as Financial Assets at fair value through profit or loss are measured at fair value,
with realized and unrealized gains and losses included in Net gains (losses) on financial assets/liabilities at
fair value through profit or loss. Interest on interest earning assets such as trading loans and debt securities
and dividends on equity instruments, are presented in Interest and Similar Income.

Financial assets classified at fair value through profit or loss are recognized or derecognized on trade date.
Trade date is the date on which the Branch commits to purchase or sell the asset.

Trading assets — Financial assets are classified as held for trading if they have been originated, acquired or
incurred principally for the purpose of selling or repurchasing them in the near term, or they form part of a
portfolio of identified financial instruments that are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking. Trading assets include debt securities and derivatives held
for trading purposes.

Business model assessment

The Branch makes an assessment of 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 the
Management. The information considered includes:

- how the performance of the portfolio is evaluated and reported to the Branch’s Management;

- 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 — 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 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 Branch’s stated objective for managing the
financial assets is achieved, and how cash flows are realized.

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, as well as profit margin.

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

- contingent events that would change the amount and timing of cash flows;
- leverage features;

-  prepayment and extension terms;

- terms that limit the Branch’s claim to cash flows from

- specified assets; and

- Features that modify consideration of the time value of money.

Reclassification
Financial assets are not reclassified subsequent to their initial recognition, except in those rare circumstances

when the Branch changes its objective of the business model for managing such financial assets. Financial
Liabilities are not reclassified as such reclassifications are not permitted by SLFRS 9.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.3.1.8

3.3.1.9

3.3.1.10

3.3.1.11

De-recognition of financial assets

Financial assets are derecognized when the contractual right to receive cash flows from the asset has expired,
or when Branch has transferred its contractual right to receive the cash flows of the financial assets, and
either;

- Substantially all the risks and rewards of ownership have been transferred; or
- Branch has neither retained nor transferred substantially all the risks and rewards, but has
not retained control of the financial asset.

Modifications of financial assets

When the terms of a financial asset are renegotiated or modified and the modification does not result in de-
recognition, a gain or loss is recognized in the income statement as the difference between the original
contractual cash flows and the modified cash flows discounted at the original effective interest rate. The
modified financial asset will continue to accrue interest at its original EIR. When a modification results in
derecognition the original instrument is derecognized and the new instrument recognized at fair value.

Non credit related or commercial renegotiations where an obligor has not experienced a significant increase
in credit risk since origination, and has a readily exercisable right to early terminate the financial asset results
in derecognition of the original agreement and recognition of a new financial asset based on the newly
negotiated commercial terms.

For credit related modifications (i.e., modifications due to significant increase in credit risk since inception)
or those where the obligor does not have the readily exercisable right to early terminate, the Branch assesses
whether the modified terms result in the financial asset being significantly modified and therefore
derecognized. This assessment includes a quantitative assessment of the impact of the change in cash flows
from the modification of contractual terms, and additionally where necessary, a qualitative assessment of
the impact of the change in the contractual terms. Where these modifications are not concluded to be
significant, the financial asset is not derecognized and is accounted for as a modification as described above.

If the changes are concluded to be significant, the old instrument is derecognized and a new instrument
recognized. Where a modification results in a new financial asset being recognized, the date of the
modification is the date of initial recognition of the new financial asset. The Branch then recognizes a credit
loss allowance based on 12-month expected credit losses at each reporting date.

Cash and cash equivalents

Cash and cash equivalents include notes and coins in hand, unrestricted balances held with the Central Banks
of Sri Lanka and highly liquid financial assets with maturities of three months or less from the acquisition

date, that are subject to an insignificant risk of changes in their fair value, and are used by the Branch in the
management of its short-term commitments.

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

Statutory deposits with Central Bank

The Monetary Law Act requires all commercial banks operating in Sri Lanka to maintain reserves against
all deposit liabilities denominated in Sri Lankan Rupees. The details of reserve requirements are given in

Note 39 to the Financial Statements.

Cash and cash equivalents are carried at amortized cost in the statement of financial position.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
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3.3.1.12 Derivatives

3.3.2

3.3.2.1

Derivatives are used to manage exposures to interest rate, foreign currency, credit and other market price
risks, including exposures arising from forecast transactions. All freestanding contracts that are considered
derivatives for accounting purposes, are carried at fair value on the statement of financial position regardless
of whether they are held for trading or non-trading purposes.

Changes in fair value on derivatives held for trading are included in net gains/ (losses) from financial
instruments at fair value through profit or loss on financial assets/liabilities at fair value through profit or
loss.

Identification and measurement of impairment
Recognition of impairment of financial assets

The determination of impairment losses an expected credit loss (“ECL”) model under SLFRS 9, where
allowances are taken upon initial recognition of the Financial Asset, based on expectations of potential credit
losses at the time of initial recognition.

Staged approach to the determination of expected credit losses

SLFRS 9 introduces a three-stage approach to impairment for Financial Assets that are not credit impaired
at the date of origination or purchase. This approach is summarized as follows:

— Stage 1: The Branch recognizes a credit loss allowance at an amount equal to 12-month expected credit
losses. This represents the portion of lifetime expected credit losses from default events that are expected
within 12 months of the reporting date, assuming that credit risk has not increased significantly after initial
recognition.

— Stage 2: The Branch recognizes a credit loss allowance at an amount equal to lifetime expected credit
losses for those Financial Assets which are considered to have experienced a significant increase in credit
risk since initial recognition. This requires the computation of ECL based on lifetime probability of default,
lifetime loss given default and lifetime exposure at default that represents the probability of default occurring
over the remaining lifetime of the Financial Asset. Allowance for credit losses are higher in this stage
because of an increase in credit risk and the impact of a longer time horizon being considered compared to
12 months in Stage 1.

— Stage 3: The Branch recognizes a loss allowance at an amount equal to lifetime expected credit losses,
reflecting a Probability of Default of 100 %, via the expected recoverable cash flows for the asset, for those
Financial Assets that are credit-impaired. The Branch’s definition of default is aligned with the regulatory
definition. Financial Assets that are credit impaired upon initial recognition are categorized within Stage 3
with a carrying value already reflecting the lifetime expected credit losses. The accounting treatment for
these purchased or originated credit-impaired (“POCI”) assets is discussed further below.

Forward Looking Information

Forward Looking Information is incorporated into the measurement of the Branch Allowance for Credit
Losses in terms of adjustments to multi-year PD curves based on macro-economic forecasts. The
identification of key macro-economic variables (MEVs) reflects a balance of quantitative and qualitative
judgements. Statistical analysis, including e.g. back-testing and model sensitivities, are performed to assess
the explanatory power of MEVs, while expert input from credit officers ensures business intuition for the
overall model behaviour. The final model parameterization is based on a review & challenge of impacts in
internal governance forums and an independent validation performed by the Model Risk Management
function. Furthermore, conceptual soundness of the estimation approach is ensured by model testing analysis
prepared as part of model changes and an ongoing monitoring framework in order for the ECL provision to
reflect ement s, best estimate in the calculation of expected credit losses.
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Deutsche Bank AG — Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

Significant increase in credit risk

Under SLFRS 9, when determining whether the credit risk (i.e., risk of default) of a Financial Asset has
increased significantly since initial recognition, the Branch considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes quantitative and
qualitative information based on the Branch’s historical experience, credit risk assessment and forward-
looking information (including macro-economic factors). The assessment of significant credit deterioration
is key in determining when to move from measuring an allowance based on 12-month ECLs to one that is
based on lifetime ECLs (i.e., transfer from Stage 1 to Stage 2).

The Branch’s framework for determining if there has been a significant increase in credit risk, aligns with
the internal Credit Risk Management (“CRM”) process and covers rating related and process related
indicators.

Credit impaired financial assets in Stage 3

The Branch has aligned its definition of credit impaired under SLFRS 9 to when a Financial Asset has
defaulted for regulatory purposes. However, the Branch does not have any Assets coming under Stage 3
category.

The determination of whether a Financial Asset is credit impaired and therefore in Stage 3 focuses
exclusively on default risk, without taking into consideration the effects of credit risk mitigate such as
collateral or guarantees. Specifically, a Financial Asset is credit impaired and in Stage 3 when:

- The Branch considers the obligor is unlikely to pay its credit obligations to the Branch. Determination
may include forbearance actions, where a concession has been granted to the borrower or economic or
legal reasons that are qualitative indicators of credit impairment; or

- Contractual payments of either principal or interest by the obligor are past due by more than 90 days.

For Financial Assets considered to be credit impaired, the ECL allowance covers the amount of loss the
Branch is expected to suffer. The estimation of ECLs is done on a case-by-case basis for non-homogeneous
portfolios, or by applying portfolio based parameters to individual Financial Assets in these portfolios via
the Branch’s ECL model for homogeneous portfolios. This estimate includes the use of discounted cash
flows that are adjusted for scenarios.

Forecasts of future economic conditions when calculating ECLs are considered. The lifetime expected losses
are estimated based on the probability-weighted present value of the difference between the contractual cash
flows that are due to the Branch under the contract; and the cash flows that the Branch expects to receive.
A Financial Asset can be classified as credit impaired in Stage 3 but without an allowance for credit losses
(i.e., no impairment loss is expected). This may be due to the value of collateral. The Branch’s engine based
ECL calculation is conducted on a monthly basis, whereas the case-by-case assessment of ECL in Stage 3
for non-homogeneous portfolio has to be performed at least on a quarterly basis.

Purchased or originated credit impaired financial assets in Stage 3

A Financial Asset is considered purchased or originated credit-impaired if there is objective evidence of
impairment at the time of initial recognition. Such credit impaired Financial Assets are termed POCI
Financial Assets. POCI Financial Assets are measured to reflect lifetime expected credit losses, and all
subsequent changes in lifetime expected credit losses, whether positive or negative, are recognized in the
income statement as a component of the provision for credit losses. POCI Financial Assets can only be
classified in Stage 3 over the life of the Financial Asset.
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Collateral for financial assets considered in the impairment analysis

SLFRS 9 requires cash flows expected from collateral and other credit enhancement to be reflected in the
ECL calculation. The following are key aspects with respect to collateral and guarantees:

— Eligibility of collateral, i.e. which collateral should be considered in the ECL calculation;
— Collateral evaluation, i.e. what collateral (liquidation) value should be used; and
—  Projection of the available collateral amount over the life of a transaction.

The Branch recognizes loss allowances for Expected Credit Losses (ECL) on the following financial
instruments that are not measured at FVTPL:

— Financial assets that are debt instruments;
— Financial guarantee contracts issued; and
— Loan commitments issued
No impairment loss is recognized on equity investments.

12-month ECL & Life time ECL are the portion of ECL that result from default events on a financial instrument
that are possible within the 12 months after the reporting date.

The Branch recognizes loss allowance using Expected Credit Losses (ECL) on loans and receivables to
customers and other financial assets measured at amortized cost model using dual measurement approach in
which the loss allowance is measured as either 12-month expected credit losses or lifetime expected credit
losses. 12-month ECL are the portion of ECL that result from default events on a financial instrument that are
possible within the 12 months after the reporting date. Financial instruments for which a 12-month ECL is
recognized are referred to as “stage 1 Financial Instruments”.

Life-time ECL are the ECL that result from all possible default events over the expected life of the financial
instrument. Financial instruments for which a life-time ECL is recognized but which are not credit-impaired
are referred to as “stage 2 Financial Instruments”, and credit impaired are referred to as “stage 3 Financial
Instruments.

Measurement of impairment of financial assets
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

- Financial assets that are not credit-impaired at the reporting date: 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 Branch expects to receive);

- Financial assets that are credit-impaired at the reporting date: as the difference between the gross
carrying amount and the present value of estimated future cash flows;

- Undrawn loan commitments: as the present value of the difference between the contractual cash
flows that are due to the Branch if the commitment is drawn down and the cash flows that the Branch
expects to receive; and

- Financial guarantee contracts: the expected payments to reimburse the holder less any amounts that
the Branch expects to recover.

Collective assessment:

This includes all loans and advances of smaller value where there is no evidence of impairment and those
individually assessed for which no evidence of impairment has been specifically identified on an individual
basis.
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3.3.2.2

3.3.23

These loans and advances are grouped together as per Basel Guidelines and product level according to their
credit risk characteristics for the purpose of calculating an estimated collective impairment.

In making an assessment of whether an investment in debt instrument is credit-impaired, the Branch
considers the following factors:

The market’s assessment of creditworthiness as reflected in the bond yields.

The rating agencies’ assessments of creditworthiness.

The country’s ability to access the capital markets for new debt issuance.

The probability of debt being restructured, resulting in holders suffering losses through voluntary or
mandatory debt forgiveness.

The international support mechanisms in place to provide the necessary support as “lender of last resort”
to that country, as well as the intention, reflected in public statements, of governments and agencies to
use those mechanisms. This includes an assessment of the depth of those mechanisms and, irrespective
of the political intent, whether there is the capacity to fulfil the required criteria.

Restructured financial assets

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 on whether the financial asset
should be derecognized. ECL is 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.

If 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 financial asset.

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 amortized cost: as a deduction from the gross carrying amount of the assets;
Loan commitments and financial guarantee contracts: generally, as a provision;

Where a financial instrument includes both a drawn and an undrawn component, and the Branch cannot
identify the ECL on the loan commitment component separately from those on the drawn component: the
Branch 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

Debt instruments measured at FVOCI: no loss allowance is recognized 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 recognized in the fair value reserve.

Write-off of financial assets

The Branch reduces the gross carrying amount of a Financial Asset when there is no reasonable expectation
of recovery.

Write-offs can relate to a Financial Asset in its entirety, or to a portion of it, and constitute a derecognition
event. The Branch considers all relevant information in making this determination, including but not limited

to:

./’

Foreclosure actions taken by the Branch which have not been successful or have a high probability of
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3.3.3

3.3.3.1

3.3.3.2

- Collateral liquidation which has not, or will not lead to further considerable recoveries
- Situations where no further recoveries are reasonably expected

Write-offs can take place before legal actions against the borrower to recover the debt have been concluded,
and a write-off does not involve the Branch forfeiting its legal right to recover the debt.

The Branch makes use of the ECL methodology and related risk models computation algorithms developed
by DB Group to account for the ECL provision in the Branch’s financials.

Financial liabilities

Recognition and measurement of financial liabilities

On initial recognition, the Branch classifies financial liabilities, other than financial guarantees and loan
commitments, into one of the following categories:

- Financial liabilities at amortized cost; and
- Financial liabilities at fair value through profit or loss,

Classification and subsequent measurement of financial liabilities

The subsequent measurement of financial liabilities depends on their classification.

3.3.3.2.1 Financial liabilities at amortized cost

Financial liabilities measured at amortized cost include long-term and short-term debt issued, which are
initially measured at fair value, which is the consideration received, net of transaction costs incurred.
Repurchases of issued debt in the market are treated as extinguishments and any related gain or loss is recorded
in the Income Statement. A subsequent sale of own bonds in the market is treated as a reissuance of debt.
Financial liabilities measured at amortized cost are recognized on a settlement date basis.

3.3.3.2.2 Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include Trading Liabilities, Financial Liabilities
Designated at Fair Value through Profit or Loss and Non-Participating Investment Contracts (“Investment
Contracts”). They are carried at fair value with realized and unrealized gains and losses included in net gains
(losses) on financial assets and liabilities at fair value through profit or loss. However under SLFRS 9, for
financial liabilities designated at fair value through profit and loss, the fair value movements attributable to the
Branch’s own credit component for fair value movements is recognized in Other Comprehensive Income rather
than in the Statement of Income.

Financial liabilities classified at fair value through profit or loss are recognized or derecognized on trade date.
Trade date is the date on which the Branch commits to issue or repurchase the financial liability.

Interest on interest paying liabilities are presented in interest expense for financial instruments at fair value
through profit or loss.

Trading Liabilities - Financial liabilities are classified as held for trading if they have been originated or
incurred principally for the purpose of repurchasing them in the near term. Trading liabilities consist primarily
of derivative liabilities (including certain loan commitments) and short positions. This also includes loan
commitments that are allocated to the other business model and that are classified as derivatives held for
trading.

Financial Liabilities Designated at Fair Value through Profit or Loss - Certain financial liabilities that do not
meet the definition of trading liabilities are designated at fair value through profit or loss using the fair value
option ,Ie be-dee@n_ated at fair value through profit or loss, financial liabilities must meet one of the following
g 'ﬂé/a [) “the. deélhnat\n eliminates or significantly reduces a measurement or recognition inconsistency;
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3.3.3.3

3334

3.34

(2) a group of financial liabilities is managed and its performance is evaluated on a fair value basis in
accordance with a documented risk management or investment strategy; or (3) the instrument contains one or
more embedded derivatives unless: (a) the embedded derivative does not significantly modify the cash flows
that otherwise would be required by the contract; or (b) it is clear with little or no analysis that separation is
prohibited.

Deposits

Deposits are the Branch’s sources of debt funding.

Deposits include non-interest-bearing deposits, savings deposits, term deposits and deposits redeemable at
call. Borrowings include repurchase borrowings, call and time deposits, Vostro balances and borrowings from
financial institutions.

Subsequent to initial recognition deposits are measured at their amortized cost using the effective interest
method, except where the Branch designates liabilities at fair value through profit or loss.

De-recognition of Financial Liabilities

Branch derecognizes a financial liability when its contractual obligations are discharged, cancelled or
expired.

Determination of Fair Value

Fair value is defined as the price that would be received to sell an asset, or paid to transfer a liability in an
arm’s length transaction (orderly transaction) between market participants at the measurement date. The fair
value of instruments that are quoted in active markets is determined using the quoted prices where they
represent those at which regularly and recently occurring transactions take place. The Branch measures certain
portfolios of financial assets and financial liabilities on the basis of their net risk exposures, when the following
criteria are met:

—  the group of financial assets and liabilities is managed on the basis of its net exposure to a particular
market risk (or risks) or to the credit risk of a particular counterparty, in accordance with a documented
risk management strategy,

—  the fair values are provided to key management personnel, and

—  the financial assets and liabilities are measured at fair value through profit or loss.

This portfolio valuation approach is consistent with how the Branch manages its net exposures to market and
counterparty credit risks.

Critical Accounting Estimates — The Branch uses valuation techniques to establish the fair value of instruments
where prices quoted in active markets are not available. Therefore, where possible, parameter inputs to the
valuation techniques are based on observable data derived from prices of relevant instruments traded in an
active market. These valuation techniques involve some level of management estimation and judgment, the
degree of which will depend on the price transparency for the instrument or market and the instrument’s
complexity.

In reaching estimates of fair value, management judgment needs to be exercised. The areas requiring
significant management judgment are identified, documented and reported to senior management. The
specialist model validation and valuation control groups focus attention on the areas of subjectivity and
judgment.

The level of management judgment required in establishing fair value of financial instruments for which there
is a quoted price in an active market, is usually minimal. Similarly there is little subjectivity or judgment
required for instruments valued using valuation models which are standard across the industry and where all
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3.3.4.1

3.3.5

The level of subjectivity and degree of management judgment required is more significant for those
instruments valued using specialized and sophisticated models, and where some or all of the parameter inputs
are less liquid or less observable. Management judgment is required in the selection and application of
appropriate parameters, assumptions and modelling techniques. In particular, where data are obtained from
infrequent market transactions, extrapolation and interpolation techniques must be applied. Where no market
data are available for a particular instrument, pricing inputs are determined by assessing other relevant sources
of information such as historical data, fundamental analysis of the economics of the transaction and proxy
information from similar transactions, and making appropriate adjustment to reflect the actual instrument being
valued and current market conditions. Where different valuation techniques indicate a range of possible fair
values for an instrument, management has to decide what point within the range of estimates appropriately
represents the fair value. Further, some valuation adjustments may require the exercise of management
judgment to achieve fair value.

Under SLFRS, the financial assets and liabilities carried at fair value are required to be disclosed according to
the inputs to the valuation method that are used to determine their fair value. Specifically, segmentation is
required between those valued using quoted market prices in an active market (level 1), valuation techniques
based on observable parameters (level 2) and valuation techniques using significant unobservable parameters
(level 3). Management judgment is required in determining the category to which certain instruments should
be allocated. This specifically arises when the valuation is determined by a number of parameters, some of
which are observable and others are not. Further, the classification of an instrument can change over time to
reflect changes in market liquidity and therefore price transparency.

Fair Value Hierarchy

The financial instruments carried at fair value have been categorized under the three levels of the SLFRS fair
value hierarchy as follows:

Level 1 — Instruments valued using quoted prices in active markets are instruments where the fair value can
be determined directly from prices which are quoted in active, liquid markets and where the instrument
observed in the market is representative of that being priced in the Branch’s inventory.

Level 2 — Instruments valued with valuation techniques using observable market data are instruments where
the fair value can be determined by reference to similar instruments trading in active markets, or where a
technique is used to derive the valuation but where all inputs to that technique are observable.

Level 3 — Instruments valued using valuation techniques using market data which is not directly observable,
are instruments where the fair value cannot be determined directly by reference to market-observable
information, and some other pricing technique must be employed. Instruments classified in this category have
an element which is unobservable and which has a significant impact on the fair value.

Recognition of Trade Date Profit

Trade date profit is recognised if the fair value of the financial instrument measured at fair value through profit
or loss is obtained from a quoted market price in an active market, or otherwise evidenced by comparison to
other observable current market transactions, or based on a valuation technique incorporating observable
market data. If there are significant unobservable inputs used in the valuation technique, the financial
instrument is recognized at the transaction price, and any profit implied from the valuation technique at trade
date is deferred.

Using systematic methods, the deferred amount is recognized over the period between trade date and the date
when the market is expected to become observable, or over the life of the trade (whichever is shorter). Such
methodology is used because it reflects the changing economic and risk profile of the instrument as the market
develops or as the instrument itself progresses to maturity. Any remaining trade date deferred profit is
recognized in the profit or loss when the transaction becomes observable or the Branch enters into off-setting
transactions that substantially eliminate the instrument’s risk. In the rare circumstances that a trade date loss
arlses it would be recognized at inception of the transaction to the extent that it is probable that a loss has been

and dreliat - estimate of the loss amount can be made.
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3.3.6

3.4

3.4.1

3.4.2

Critical Accounting Estimates — Management judgment is required in determining whether there exist
significant unobservable inputs in the valuation technique. Once deferred, the decision to subsequently
recognize the trade date profit requires a careful assessment of the then current facts and circumstances
supporting observability of parameters and/or risk mitigation.

Impairment of non-financial assets

The carrying amounts of the Branch’s non-financial assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable
amount is estimated. For intangible assets that have indefinite useful lives or that are not yet available for use,
the recoverable amount is estimated each year at the same time.

An impairment loss is recognised if the carrying amount of an asset exceeds its estimated recoverable amount.
The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell.

In assessing value in use, the estimated future cash flows 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. For the purpose of impairment testing, assets that cannot be tested individually are grouped together into
the smallest group of assets that generates cash inflows from continuing use, that are largely independent of
the cash inflows of other assets.

Impairment losses are recognized in profit or loss.

Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses if any.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the assets to a working condition for their intended use, the costs of dismantling and removing the
items and restoring the site on which they are located, and capitalised borrowing costs. Cost also may include
transfers from equity of any gain or loss on qualifying cash flow hedges of foreign currency purchases of
property and equipment. Purchased software that is integral to the functionality of the related equipment is
capitalised as part of that equipment.

When parts of an item of property, plant or equipment have different useful lives, they are accounted for as
separate items (major components) of property, plant and equipment.

The gain or loss on disposal of an item of property, plant and equipment is determined by comparing the
proceeds from disposal with the carrying amount of the item of property, plant and equipment, and is
recognised in other operating income/other overhead expenses in the profit or loss.

Subsequent costs

The 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 the part will flow to the
Branch and its cost can be measured reliably. The carrying amount of the replaced part is derecognised. The
afthe. dz}y:'tb?d-ax servicing of property, plant and equipment are recognised in the profit or loss as
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3.4.3

3.4.4

Depreciation

Depreciation is recognised in the profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment since this most closely reflects the expected pattern of
consumption of the future economic benefits embodied in the asset.

The estimated useful lives for the current and comparative years are as follows:

Item Useful life (years)
Computer equipment 3-5

Office equipment, furniture & fittings, fixtures 5

Safes 5-20
Telephone/Tele printer, Air-conditioners 8§-8

Others 3-10

Depreciation of an asset begins when it is available for use and ceases at the earlier of the dates on which the
asset is classified as held for sale or is derecognized.

Depreciation methods, useful lives and residual values are reassessed at each reporting date and adjusted if
appropriate.

Valuation of Immovable Property kept as collateral on staff loans

The Branch will request the borrower to obtain a valuation report from a certified valuer acceptable to the
Branch for immovable properties held by the Branch as collateral in support of staff loans to its employees.
Credit decisions of the Branch shall be based upon suitable documents, obtained through valid sources as
below;

Every valuation must be performed by a professional holding minimum requirement stipulated below;
a) A member of the Institute of Valuers of Sri Lanka (IVSL) who shall be:

i) A fellow member; or

if) A Professional Associate member with 5 years experience in such grade of membership

For the purpose of determining number of years of experience in the grade of professional Associate
Membership, the transitional provisions stated in the Section 24 of the IVSL (Amendment) Act, No. 9 0f2019,
shall be applicable.

b) A chartered valuation surveyor of the Royal Institution of chartered surveyors (RICS) of the United

Kingdom who shall be:
i) A Fellow member; or
ii) other members with at least 5 years of experience in such grade of membership.

The selected valuer as per the qualifications set out above shall acquire continuous professional development
as approved/recommended by the respective professional body.

The Branch has prescribed the necessity of revaluations as below;

In respect of non-performing loans, to adhere with the conditions stipulated in the Banking Act Directions No.
13 0f 2020 on Amendments To Regulatory Framework on Valuation of Immovable Properties of Licensed
Commercial Banks and Licensed Specialized Banks , i.e. facility/ies where the Branch shall obtain an external
valuation if capital outstanding amount is equal or more than Rs. 5,000,000 or 0.1% of the Branch’s capital
base, whichever is less. With respect to credit facilities granted against residential property which is occupied
by the borrower for residential purposes, the Branch shall accept valuation reports not older than 5 years and
all other credit facilities, , the Branch shall accept valuation reports not older than 4 years; provided the report
is origin at,in,g-ﬁefn_-&_ace{tiﬁed valuer acceptable to the Branch.
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3.5

3.5.1

Leases

At inception of a contract, the Branch assesses whether a contract is, or contains, a lease. A contract is, 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 Branch uses the definition of a lease in SLFRS 16.

As a lessee

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

The Branch 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
of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is
located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date
to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Branch by the end
of the lease term or the cost of the right-of-use asset reflects that the Branch 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, plant and equipment. In addition, the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements 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 Branch’s incremental borrowing rate. Generally, the Branch uses its incremental borrowing rate
as the discount rate.

The Branch determines its incremental borrowing rate by analysing its borrowings from various external sources
and makes certain adjustments to reflect the terms of the lease and type of 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 payable under a residual value guarantee; and

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

The lease liability is measured at amortised cost using the effective interest method. 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 Branch’s
estimate of the amount expected to be payable under a residual value guarantee, if the Branch 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.
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3.5.2

3.6

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 Branch presents right-of-use assets in ‘property and equipment’ and lease liabilities in ‘other liabilities’
in the statement of financial position.

As a lessor

At inception or on modification of a contract that contains a lease component, the Branch allocates the
consideration in the contract to each lease component on the basis of their relative standalone prices.

When the Branch acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease.

To classify each lease, the Branch 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 Branch considers certain
indicators such as whether the lease is for the major part of the economic life of the asset.

When the Branch 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 short-term lease to which
the Branch 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 Branch applies SLFRS 15 to allocate
the consideration in the contract. The Branch applies the derecognition and impairment requirements in
SLFRS 9 to the net investment in the lease. The Branch further regularly reviews estimated unguaranteed
residual values used in calculating the gross investment in the lease.

The Branch recognises lease payments received under operating leases as income on a straight-line basis
over the lease term as part of “other revenue”.

Generally, the accounting policies applicable to the Branch as a lessor in the comparative period were not
different from SLFRS 16.

Provisions

A provision is recognized in the Financial Position when the Branch has a present legal or constructive
obligation as a result of a past event and it is probable that an outflow of resources will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the net estimate of the consideration required to settle the present
obligation as of the reporting date, taking into account the risks and uncertainties surrounding the obligation.

If the effect of the time value of money is material, provisions are discounted and measured at the present
value of the expenditure expected to be required to settle the obligation, using a pre-tax rate that reflects the
current market assessments of the time value of money and the risks specific to the obligation. The increase
in the provision due to the passage of time is recognized as interest expense.

When some or all the economic benefits required to settle a provision are expected to be recovered from a
third party (for example, because the obligation is covered by an insurance policy), an asset is recognized if
it is virtually certain that reimbursement will be received.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

3.6.1

3.7

3.71

3.7.2

3.7.3

Critical Accounting Estimates — The use of estimates is important in determining provisions for potential
losses that may arise from litigation, regulatory proceedings and uncertain income tax positions. The Branch
estimates and provides for potential losses that may arise out of litigation, regulatory proceedings and
uncertain income tax positions to the extent that such losses are probable and can be estimated.

Financial guarantees

Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse
the holder for a loss it incurs because a specified debtor fails to make payments when due, in accordance
with the terms of a debt instrument.

The Branch has chosen to apply the fair value option to certain written financial guarantees that are managed
on a fair value basis. Financial guarantees that the Branch has not designated at fair value are recognized
initially in the financial statements at fair value on the date the guarantee is given. Subsequent to initial
recognition, the Branch’s liabilities under such guarantees are measured at the higher of the amount initially
recognized, less cumulative amortization, and the best estimate of the expenditure required to settle any
financial obligation as of the reporting date. These estimates are determined based on experience with similar
transactions and history of past losses, and management’s determination of the best estimate.

Any increase in the liability relating to guarantees would be recorded in the profit or loss in provision for
credit losses.

Employee benefits
Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided. A liability is recognised for the amount expected to be paid under short-term cash
bonus or profit-sharing plans, if the Branch has a present legal or constructive obligation to pay this amount
as a result of past service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations
for such contributions covering all employees are recognised as an expense in profit and loss when incurred.

Defined benefit plan
Retiring Gratuity
A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.

Gratuity is a defined benefit plan. The Branch accounts for the provision for Defined Benefit Plan — Gratuity
in conformity with LKAS 19 — Employee Benefits. However, under the payment of Gratuity Act No. 12 of
1983, the liability to an employee arises only on completion of five years of continued service.

The Branch measures the present value of promised retirement benefits of gratuity using the actuarial
valuation method as recommended by LKAS 19 - Employee Benefits, with the advice of a Consultant
Actuary.

The Gratuity liability is not externally funded.
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NOTES TO THE FINANCIAL STATEMENTS
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3.8

b)

Recognition of actuarial gain/ (losses)

The Branch recognizes all actuarial gains and losses arising from defined benefit plans in other
comprehensive income, in the period in which they arise.

Share based payment transactions
Restricted Equity Award (REA)

Branch’s compensation structures are designed to provide mechanisms that promote and support long-term
performance of its employees and the bank. Whilst a portion of Variable Compensation (VC) is paid upfront,
these structures require that an appropriate portion is deferred to ensure alignment to the sustainable
performance of the Group.

At the same time, the Branch believes that the use of shares or share-based instruments for deferred VC is
an effective way to align compensation with Deutsche Bank’s sustainable performance and the interests of
shareholders. By using Deutsche Bank shares, the value of the individual’s VC is linked to Deutsche Bank’s
share price over the deferral and retention period.

Whilst ensuring lower compensated employees are not subject to deferrals, the bank’s compensation
structure ensures an appropriate amount of deferred VC for higher earners, exceeding specified thresholds
determined globally. The portion of VC, awarded in Deutsche Bank Group shares, is deferred over a defined
period of time and subject to performance conditions and forfeiture provisions. Employees receiving share
based deferred compensation awards i.e. Restricted Equity Award (REA) are communicated at the end of
the bank’s annual compensation review process in March. The employees compensation statement will state
the initial value of their REA, typically denominated in local currency. The equity award, is converted into
a number of DB Share Units with reference to the relevant year-end exchange rate and DB share price (the
“grant price”, as determined by the bank). This process occurs centrally, and the accrual is assigned to the
relevant entity. This amount is charged to the profit or loss as an expense.

Commitments and Contingencies

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence will only be confirmed by the occurrence
or non-occurrence of one or more future events, are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.

A contingent asset is a possible asset that arises from past events whose existence will be confirmed by the
occurrence or non-occurrence of one or more uncertain future events beyond the control of the Branch. The
Branch does not recognise contingent assets but discloses its existence where inflows of economic benefits
are probable, but not virtually certain.

INCOME AND EXPENDITURE

3.9

Interest income / expense

Effective interest rate

Interest income and expense are recognised in income statement 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:

__the-gress carrying amount of the financial asset; or
- the:amortised egst of the financial liability.
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3.10

When calculating the effective interest rate for financial instruments other than purchased or originated credit
impaired assets, the Group 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 interest 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 asset 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. The effective interest rate is also
revised for fair value hedge adjustments at the date on which amortisation of the hedge adjustment begins.

With the adoption of Sri Lanka Accounting Standard — SLFRS 9 on “Financial Instruments” the Bank has
aligned its interest recognition policy with internal risk management practices. As per the internal risk
management policies of the Bank, the facilities are considered to be credit impaired when three or more
instalments are in arrears and the Bank has estimated that the probability of recoverability of the interest
income from such loan facilities are low. Accordingly, the Bank discontinues recognition of interest income
on such loan facilities and cash flows are assessed based on the amortised cost net of interest. If the asset is no
longer credit impaired the calculation of interest income reverts to the gross basis.

Fee and Commission income / expense

Five-step revenue recognition model to the recognition of Commissions and Fee Income, under which income
must be recognized when control of goods and services is transferred, hence the contractual performance
obligations to the customer has been satisfied.

Accordingly, after a contract with a customer has been identified in the first step, the second step is to identify
the performance obligation — or a series of distinct performance obligations — provided to the customer. The
Branch must examine whether the service is capable of being distinct and is actually distinct within the context
of the contract. A promised service is distinct if the customer can benefit from the service either on its own or
together with other resources that are readily available to the customer, and the promise to transfer the service
to the customer is separately identifiable from other promises in the contract. The amount of income is
measured on the basis of the contractually agreed transaction price for the performance obligation defined in
the contract. If a contract includes variable consideration, the Branch estimates the amount of consideration to
which it will be entitled in exchange for transferring the promised goods or services to a customer. Income is
recognized in profit and loss when the identified performance obligation has been satisfied.

Expenses that are directly related and incremental to the generation of Commissions and Fee Income are
presented net in Commissions and Fee Income. This includes income and associated expense where the Branch
contractually owns the performance obligation (i.e. as Principal) in relation to the service that gives rise to the
rcvefn_ue-and"ass_op_ia@d expense.
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3.11

3.12

3.13

3.14

3.15

3.16

Dividends

Dividend income is recognized when the right to receive income is established. Usually this is the ex-dividend
date for equity where the Branch receives on its mandatory investments in Lanka Clear (Pvt). Ltd and Credit
Information Bureau of Sri Lanka. These are accounted for in other operating income in the profit or loss.

Net trading income

Net trading income comprises gains less losses related to trading assets and liabilities and includes all
realized and unrealized fair value changes and foreign revaluation exchange differences.

Profit/loss from sale of Property, plant & equipment

Profit/loss from sale of property, plant and equipment is recognized in the period in which the sale occurred
and is classified as other operating income.

Other expenses

The expenditure incurred on personal cost, premises, equipment and establishment has been apportioned
between the FCBU and the DBU based on the volume of transactions.

Cash Flow Statement

The cash flow statement has been prepared by using the “Indirect Method” of preparing of cash flow statement
in accordance with the LKAS 7, Cash Flow Statements.

Net unrealized gains/ (losses) from translation of Financial Statements of foreign operation, are adjusted
through cash flows from operating activities.

Segment Reporting

An operating segment is a component of the Branch 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
Branch’s other components, whose operating results are reviewed regularly by the Management Committee to
make decisions about resources allocated to each segment and assess its performance, and for which discrete
financial information is available.

These include items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Unallocated items comprise mainly corporate assets, Group expenses, and tax assets and liabilities.

The following business segments represent the Group’s organizational structure as reflected in its internal
management reporting systems as of December 31, 2025.

Corporate Bank (CB)
Investment Bank (IB)
Private Bank (PB)

Asset Management (AM)
Capital Release Unit (CRU)
Corporate & Other (C&O)

Of the above, only Corporate Bank & Investment Bank businesses are represented in Sri Lanka as at 31
December 2025, _
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3.16.1

3.16.2

3.16.3

3.16.4

Corporate Bank (CB)

Corporate banking is an integral part of our business. Firstly, our capabilities in Cash Management, Trade
Finance and Lending, as well as Foreign Exchange, the latter delivered in close collaboration with the
Investment Bank, enable us to serve core needs of our corporate clients. As a leading bank serving
multinational and German corporates domestically and abroad, we help clients in optimizing their working
capital and liquidity, securing global supply chains and distribution channels and managing their risks.
Secondly, we act as a specialized provider of services to Financial Institutions, offering Correspondent
Banking, Trust and Agency and Securities Services. Finally, we provide business banking services to clients,
covering small corporates and entrepreneur clients and offering a largely standardized product suite.

Main product offerings: Corporate Cash Management, Trade Finance, Securities Services.

Corporate Cash Management (CCM)

CCM provides a wide range of reliable, world-class solutions that help clients improve liquidity and cash flow
and optimize their treasury and payment businesses. Deutsche Bank’s global cash management services aims
to provide companies with effective ways to generate synergies and realize cost-benefits - based on advanced
technologies and experienced staff around the globe.

Primary services empower clients to optimize receivables and payables processes, integrate more tightly with
their supply chain, forecast working capital needs more effectively. Drivers of the business are the need for
especially large corporates to increase transparency around their payments procedures, enforce strict controls
(in line with regulatory requirements) and increase automation and standardization.

Trade Finance (TF)

Trade Finance delivers fast, efficient, reliable and comprehensive solutions for every stage of a client's trade
value chain, to support their foreign trade activities. Intemational trade is highly complex and involves a range
of risks. Deutsche Bank’s Trade Finance teams deliver unparalleled services, innovative solutions and superior
trade expertise that enable clients to manage risks and other issues associated with their import, export and
domestic trade transactions, including international trade products and financial supply chain management.

Securities Services (SeS)

SeS offers the provision of custodian services for the securities portfolios of both cross-border/offshore clients
(sub-custody) and onshore/resident clients (domestic custody). Services included are safekeeping of clients’
portfolio, settlement of trades, asset servicing (corporate action notices, income processing, income collection,
very limited tax services generally restricted to document collation for lower tax treaty rates, entitlements
procession, redemptions, exchange offers, rights, etc.), cash services related to their cash settlement balances
including preparation of cash projection reports and FX services.

Complementing the custodian function, is the Fund Administration and Trustee services which is directed at the
unit trust (mutual funds), insurance and asset management industry. Our proprietary systems are capable of
generating Net Asset Value (NAV) calculations and financial statements in line with both the Sri Lanka
Financial Reporting Standards (SLFRS) and International Financial Reporting Standards (IFRS).
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3.16.5 Investment Bank (IB)

The Investment Bank (IB) remains core to our business. Across Origination and Advisory (O&A) and Fixed
Income and Sales and Trading (FIC), corporate and institutional clients are able to access a comprehensive
range of services, encompassing advisory, debt and equity issuance, financing, market making / liquidity
provision and risk management solutions. The division regionally encompasses EMEA, Americas and APAC,
with a strategy that is focused upon operating in areas of competitive strength.

4. NEW AND AMENDED ACCOUNTING STANDARDS THAT ARE ISSUED, BUT NOT YET
EFFECTIVE AS AT REPORTING DATE

The new and amended accounting standards issued up to the date these financial statements are authorised for
issue, but not yet effective for the current reporting period, are disclosed below. These standards and
amendments will be adopted, if applicable, when they become effective.

SLFRS 17 Insurance Contracts

SLFRS 17 is a comprehensive new accounting standard for insurance confracts, covering recognition,
measurement, presentation, and disclosure. It replaces SLFRS 4 and applies to all types of insurance contracts
including life, non-life, direct insurance, reinsurance as well as certain guarantees and financial instruments with
discretionary participation features:

The standard is built around the General Measurement Model, supported by two supplementary approaches:

e Variable Fee Approach (VFA): for contracts with direct participation features
e  Premium Allocation Approach (PAA): a simplified model mainly for short-duration contracts

SLFRS 17 is effective for annual reporting periods beginning on or after 1 January 2026, with comparative
figures required. Early adoption is allowed if the entity also applies SLFRS 9 Financial Instruments and SLFRS
15 Revenue from Contracts with Customers by the date SLFRS 17 is first applied.

SLFRS 17 does not have a material impact on the financial statements.

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. It also requires entities to disclose
management-defined performance measures (as specified in the standard), together with clear explanations and
reconciliations. In addition, SLFRS 18 introduces strengthened requirements regarding the location,
aggregation, and disaggregation of financial information. These changes are designed to ensure that financial
statements present information more transparently and in a way that enhances users’ understanding of an entity’s
financial performance and position.

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.
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SLFRS 19 Subsidiaries without public accountability: Disclosures

SLFRS 19 introduces reduced disclosure requirements for subsidiaries that do not have public accountability
but continue to apply the full SLFRS recognition and measurement principles.

The purpose of SLFRS 19 is to lessen the financial reporting burden on qualifying subsidiaries by simplifying
disclosure requirements, while still ensuring that financial statements remain high-quality, consistent, and
comparable for users.

SLFRS 19 applies to Specified Business Enterprises, as defined in the Sri Lanka Accounting and Auditing
Standards Act No. 15 of 1995. Subsidiaries that fall within this category and do not have public accountability
are eligible to apply SLFRS 19.

The Standard becomes effective for annual reporting periods beginning on or after 1 January 2027. Early
application is permitted.

The entity is not eligible to apply SLFRS 19.

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 developments - particularly features such as
sustainability-linked terms and nature-dependent electricity contracts.

These amendments are effective for annual reporting periods beginning on or after 1 January 2026. Early
application is permitted.

The amendments are not expected to have a material impact on the financial statements.
Annual improvements to Sri Lanka Accounting Standards

Narrow scope amendments as part of its periodic maintenance of Sri Lanka Accounting Standards will be
adopted will be adopted, if applicable, when they become effective.
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51

7.1

7.2

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

The Branch has not adopted any standards, interpretations or amendments that have been issued but not yet effective, in advance.
The other accounting policies adopted by the Branch are consistent with those of the previous financial year.

GROSS INCOME

Interest income

Fee and commission income -

Net gain from trading

Net Gain/(Loss) From Financial Instruments at Fair Value Through Profit and Loss
Net other operating income

NET INTEREST INCOME

Interest income

Cash and cash equivalents

Balances with Central Banks

Placements with banks

Financial assets measured at fair value through profit or loss (FVTPL)
Financial assets at amortized cost - Loans and advances

Total interest income

Interest expenses
Due to branches
Financial liabilities at amortized cost - Due to depositors

Finance expense on lease liability (Note 33.1)
Total interest expenses

Net interest income

2025
Rs.

4,616,924,453
1,106,808,979
1,400,515,388

4,555,359
(432,181,715)

2024
Rs.

5,707,548,995
974,899,568
1,184,499,031
31,565,979
506,567,495

6.696,622.964

8.405,081.068

2025
Rs.

68,138,657
1,065,244,391
805,986,222

2024
Rs.

83,749,549
1,292,180,582
1,019,014,830

970,790,849 1,236,260,989
1,706,764,334 2,076,343,045
4,616,924,453 5,707,548,995
39,140,772 100,939,686
370,960,308 569,297,301
25,295,300 28,068,919

435,396,380 698,305,906

4,181,528,073

5,009,243,089

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

following financial assets and financial liabilities.

Financial assets at amortized cost - Loans and advances to customers
Financial assets measured at fair value through profit or loss (FVTPL)
Total

Financial liabilities at amortized cost - Due to depositors
Due to branches
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2025
Rs.

26,943,924,343
10,416,836,311

2024
Rs.

21,799,039,124

37,360,760,654

21,799,039,124

39,584,575,804
1,859,587,465

30,032,808,121
1,464,608,821

41,444,163,269

31,497,416,942
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73

8.1

8.2

10.

NET INTEREST INCOME (Contd...)
Net interest income from Sri Lanka Government securities
Interest Income

Less: Interest expenses
Net interest income from Sri Lanka Government Securities

NET FEE AND COMMISSION INCOME

Fee and commission income (Note 8.1)
Fee and commission expenses
Net fee and commission income

Fee and commission income
Trade and remittances

Guarantees
Other banking services

2025 2024
Rs. Rs.
970,790,849 1,236,260,989
970,790,849 1,236,260,989
2025 2024
Rs. Rs.
1,106,808,979 974,899,568
80,373,103 80,450,295
1,026,435,876 894,449273
406,745,479 417,127,836
128,886,086 100,780,077
571,177,414 456,991,655
1,106,808,979 974,899,568

Fee and commission income from other banking services includes fees and commissions collected from customers by providing global

cash management services, custody fees, trustee fees and fund transfer facilities.

Performance obligations and revenue recognition policy

Fee and Commission income from contracts with customers is measured based on the consideration specified in the contract with

customers. Branch recognizes 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.

Nature and timing of satisfaction of performance obligations,

£ .
Eypgrofiservice including significant payment terms

Revenue recognition under SLFRS

15

Corporate finance The Branch provides lending services to corporate customers, including

Income is recognized in Profit & Loss

Service providing other loan facilities. Transaction-based fees for interchange and|when the identified performance
loans are charged to the customer’s account when the transaction takes|obligation has been satisfied.
place.
NET GAIN FROM TRADING 2025 2024
Rs. Rs.
Foreign Exchange
From Banks 496,935,962 839,604,843
From customers 913,638,003 275,722,225
Derivative financial instruments (12,948,690) 69,171,963
Trading Gain from Debt and other instruments 2,890,613

Total

NET GAIN/(LOSS) FROM FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH
PROFIT AND LOSS

Net gain/(los: imﬁﬁnmwm at fair value through profit and loss
Total /G- ~L4
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1,400,515,888

1,184,499,031

2025 2024
Rs. Rs.
4,555,359 31,565,979
4,555,359 31,565,979
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11. NET OTHER OPERATING INCOME/(EXPENSES)

Dividend income

Intergroup recoveries (Note 11.1)

Cost recoveries from customers

Gain/(Loss) on inter entity payable revaluation
Gain/(Loss) on inter entity Expense transfer
Gain/(Loss) on sale of property, plant and equipment
Total

11.1 Intergroup recoveries

2025
Rs.

4,910,450
38,624,745
(508,370,671)
32,164,405
489,356

2024
Rs.

4,835,650
12,523,979
36,982,315

466,184,299
(13,958,748)

(432,181,715)

506,567,495

Inter group recoveries includes the income received from Sales and Marketing Transfer Pricing (SMTP) of the Deutsche Bank

Group for the services provided by the branch.

12. IMPAIRMENT CHARGES

Balances with Banks, CBSL balance & Placement (Note 16.1, 17.1 & Note 18.1)
Stage 1
Stage 2

Financial assets at amortised cost - Loans and advances (Note 23.3)
Stage 1
Stage 2

Clearing account balances (Note 26.2)
Stage 1
Stage 2

Contingent liabilities & commitments (Note 33.2.1)
Stage 1
Stage 2

Provision for country risk (Note 32.1)
Total Impairment charges

13.  PERSONNEL EXPENSES

Salary and bonus

Contributions to defined contribution plans
Provision for defined benefit obligations (Note 30.1)
Others/Other allowances and Staff related expenses
Total personnel expenses
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2025 2024
Rs. Rs.
8,062,505 (11,987,061)
(2,977,126) (49,405,834)
81,884,447 58,968,313
(538,820) (2,500,850)
10,215,750 (68,148,711)
8,071,959 133,386,519
= (1,642,829)
104,718,715 58,669,547
2025 2024
Rs. Rs.
456,242,601 364,922,695
102,975,667 88,112,022
24,438,000 20,371,000
182,658,597 197,132,649
766,314,865 670,538,366




Deutsche Bank AG - Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

14.

14.1

14.2

15.

OTHER EXPENSES 2025 2024
Rs. Rs.

Auditors’ remunerations

Audit fees and expenses 2,027,000 1,983,900

Audit related fees and expenses 864,000 846,600

Non-audit fees to auditors 767,631 2,135,291
Professional and legal expenses (Note 14.1) 14,136,633 11,777,554
Inter-entity Expenses (Note 14.2)

Head Office related expenses 479,391,012 638,777,275

Inter-entity other expenses 1,443,850,206 1,322,378,392
Office administration and establishment expenses 566,406,667 511,419,216
Crop Insurance Levy 16,671,731 23,432,273
Total Other expenses 2,524,114,880 2,512,750,501

Professional and legal expenses

Professional fees includes the fees paid to tax consultants and other valuation specialists employed by the Branch. Income tax
related consultations and tax disputes will be handled by one Consulting firm. The Branch has employed few legal firms to obtain
legal advisory services for branch operational matters.

Inter-entity Expenses

The Branch receives Regional Head Office expenses from the Asia Pacific Head Office, which provides infrastructure support for
the entire Asia-Pacific Region. The Branch also receives a share of Global Overheads, which are costs relating to centralized
steering, co-ordination and monitoring functions performed for Deutsche Bank Group as a whole.

In addition, Deutsche Bank Colombo Branch receives other Inter-Entity expenses for services which are directly and specifically
related to Local Franchise activities and transactions. This includes charges for services from Sales, Coverage, and Structuring

teams, Regional/Global Management and Support functions, Audit, Human Resources as well as Technology and Operations.

These costs are shared between branches and subsidiaries of the Group, and the Branch recognises these costs under Inter-Entity
expenses.

TAX EXPENSES

Income tax expense comprises current and deferred tax. Income tax is recognised in the Income Statement except to the extent it
relates to items recognised directly in equity or OCI, in which case it is recognised in equity or OCIL.

Accordingly, provision for taxation is made on the basis of the accounting profit for the year as adjusted for taxation purposes, in
accordance with the provisions of the Inland Revenue Act No. 45 of 2022,

Amount recognised in profit or loss 2025 2024
Rs. Rs.
Current tax expense
Current year 824,034,848 1,278,718,821
(Over)/under provision for prior years 8,262,981 (76,505,475)
Income tax refunds claimed during the year (133,865,655) (54,530,004)
698,432,174 1,147,683,342
Deferred tax expense
Deferred tax asset originated during the year (Note 25.1) (36,721,635) (19,915,545)
Deferred tax liability originated during the year (Note 25.2) (1,307,061) (3,272,361)
(38,028,696) (23,187,906)
660,403,478 1,124,495,436
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15.

15.1

15.2

16.

16.1

TAX EXPENSES (Contd...)

a. Reconciliation of effective tax rate with income tax rate 2025 2024
Rs. Rs.

Income tax at 30% statutory tax rate 633,124,501 1,032,773,770
Income tax for the year 633,124,501 1,032,773,770
Add: Tax effect of expenses that are not deductible for tax purposes 240,563,669 296,865,704
(Less): Tax effect of expenses that are deductible for tax purposes (49,653,424) (50,920,653)
Current tax expense 824,034,746 1,278,718,821
(Over)/under provision for prior year 8,262,981 (76,505,475)
Income tax refunds claimed during the year (133,865,655) (54,530,004)

b. The deferred tax (credit)/charge in the income statement comprise of the
following

Deferred tax asset originated during the year (36,721,635)

(19,915,545)

Deferred tax liability originated during the year (1,307,061) (3,272,361)
Total tax expenses 660,403,376 1,124,495,436
Amount recognised in Other Comprehensive Income (OCI) 2025 2024

Rs. Rs.
Tax on items that will not be reclassified to profit or loss

Remeasurement of Defined Benefit Liability (Note 25.1) (1,212,300) (9,147,000)
Tax on items that are or may be reclassified subsequently to profit or loss

Movement in fair value reserve (FVOCI debt instruments) - -

(1,212,300) (9,147,000)
Effective tax Rate excluding Deferred Tax 52% 50%
CASH AND BALANCES WITH BANKS 2025 2024

Rs. Rs.
Cash in hand 79,346,349 113,098,566
Balances with banks 59,187,265 66,445,197
Total gross cash and balances with banks 138,533,614 179,543,763
Provision for impairment (Note 16.1) 9,175) (496)
Total net cash and balances with banks 138,524,439 179,543,267

Cash and Cash Equivalents are carried at amortized cost in the Statement of Financial Position.

Impairment provision for Balances with banks 2025 2024

Rs. Rs.
Stage 1
Opening balance at 1 January 496 976
Charge to income statement 8,679 (480)

9,175 496

Closing balance at 31 December

There were no stage 2 & 3 facilities for both financial years.
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17.

17.1

17.2

18.

18.1

19.

2024
Rs.

533,006,242

11,102,287,087

BALANCES WITH CENTRAL BANK 2025

Rs.
Statutory balance with Central Bank
Central Bank of Sri Lanka (Note 17.2) 641,238,188
Non-statutory balances with Central Bank
Central Bank of Sri Lanka 15,253,037,431
Total balances with Central Bank 15,894,275,619

11,635,293,329

Provision for impairment (Note 17.1) (51,306,195)

(43,195,328)

15,842,969,424

11,592,098,001

Balances with the Central Bank of Sri Lanka are carried at amortized cost in the statement of financial position.

Impairment provision for CBSL balances 2025 2024
Rs. Rs.
Stage 1
Opening balance at 1 January 43,195,328 55,229,795
Charge to income statement 8,110,867 (12,034,467)
51,306,195 43,195,328

Closing balance at 31 December

There were no stage 2 & 3 facilities for both financial years.

Statutory balances with Central Bank of Sri Lanka

As required by the provisions of Section 93 of Monetary Law Act, a minimum cash balance is maintained with the Central Bank of Sri Lanka.
The minimum cash reserve requirement on Rupee-denominated deposit liabilities is prescribed as a percentage of the balance of these

liabilities. The percentage varies from time to time and the applicable rate in 2025 is at 2%.

There are no reserve requirements for deposit liabilities held in the Foreign Currency Banking Unit and foreign currency deposit liabilities held

in the Domestic Banking Unit.
PLACEMENTS WITH BANKS 2025

Rs.
Placements with banks 5,573,894,238

Provision for impairment (Note 18.1) (18,047)

2024
Rs.

28,743,709,323
(75,088)

5,573,876,191

28,743,634,235

Placements with banks are carried at amortized cost in the statement of financial position.

Impairment provision for placements with banks 2025 2024

Rs. Rs.
Stage 1
Opening balance at 1 January 75,088 27,202
Charge to Income Statement (57,041) 47,886
Closing balance at 31 December 18,047 75,088
There were no stage 2 and stage 3 facilities for both financial years.
DERIVATIVE FINANCIAL INSTRUMENTS 2025 2024

Rs. Rs.
Foreign currency derivatives
Forward/SWAP foreign exchange contracts 258,894,498 131,660,218
Total 258,894,498 131,660,218
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Deutsche Bank AG - Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

20. GROUP BALANCE RECEIVABLE

Subsidiaries (Subsidiaries of Deutsche Bank AG-Frankfurt)
Branches (Branches of Deutsche Bank AG-Frankfurt)
Other Inter-group receivable from Branches and Head Office

21. FINANCIAL ASSETS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS

Sri Lanka Government Securities
Treasury Bills (Note 21.1)

21.1 Treasury Bills

Amortised cost
Gain from mark to market valuation
Market Value

a) Analysis

By collateralisation
Pledged as collateral
Unencumbered

Gross Total

By currency
Sri Lankan Rupee
US Dollar

Gross Total

22. FINANCIAL ASSETS AT AMORTISED COST - LOANS AND ADVANCES

Financial assets at amortized cost - Loans and advances to customers
Gross loans and advances

Provision for impairment (Note 22.1)

Net loans and advances

22.1 Gross loans and advances

Stage 1
Stage 2

Less: Accumulated impairment
Stage 1
Stage 2

Net loans and advances
There were no stage 3 facilities for both financial years.
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2025
Rs.

15,504,867,593
1,490,061,832.0
228,019,495.0

2024
Rs.

525,785.0
967,632,787.0
209,767,064.0

17,222,948,920 1,177,925,636
2025 2024
Rs. Rs.
10,416,836,311 -
10,416,836,311 -
2025 2024
Rs. Rs.
10,410,881,513 =
5,954,798 -
10,416,836,311 -
2025 2024
Rs. Rs.
10,416,836,311 -
10,416,836,311 -
10,416,836,311 -
10,416,836,311 -
2025 2024
Rs. Rs.
27,093,402,374 21,869,609,834
(149,478,031) (70,570,710)

26,943,924,343

21,799,039,124

2025
Rs.

21,788,443,262
5,304,959,112

2024
Rs.

12,358,175,931
9,511,433,903

27,093,402,374

21,869,609,834

(5,747,407) (8,724,533)
(143,730,624) (61,846,177)
(149,478,031) (70,570,710)

26,943,924,343

21,799,039,124




Deutsche Bank AG - Colombo Branch

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2025

22. FINANCIAL ASSETS AT AMORTISED COST - LOANS AND ADVANCES (Contd...)
22.2  Analysis 2025 2024
Rs. Rs.
By product
Overdrafts 20,285,052,066  12,909,720,600
Trade finance 3,142,705,520 1,468,784,070
Staff loans 152,388,880 135,292,322
Supplier Finance 3,513,255,908 7,355,812,842
Gross total 27,093,402,374  21,869,609.834
By currency
Sri Lankan Rupee 22,843,048,481  18,084,465,662
United States Dollar 4,250,353,893 3,785,144,172
Gross total 27,093,402,374  21,869,609,834
By industry
Agriculture and fishing 618,247,350 98,166,743
Manufacturing 5,681,215,919  11,559,759,398
Tourism 1,012,818,498 1,061,067,631
Transport 393,374,813 380,842,815
Construction 24,372,598 38,695,271
Traders 6,680,053,450 3,026,492,958
Professional, Scientific & Technical 8,609,258,408 4,548,619,766
Financial and Business Services 1,535,385,295 658,763,097
Infrastructure Development 2,410,658,915 376,417,784
Others 128,017,128 120,784,371
Gross total 27,093,402,374  21,869,609,834
22.3 Movements in impairment during the year 2025 2024
Rs. Rs.
Stage 1
Opening balance as at 1 January 8,724,533 58,130,367
(Write back)/Charge to Income Statement (2,977,126) (49,405,834)
Closing balance at 31 December 5,747,407 8,724,533
Stage 2
Opening balance as at 1 January 61,846,177 2,877,864
Charge/(Write back) to Income Statement 81,884,447 58,968,313
Closing balance at 31 December 143,730,624 61,846,177
Total 149,478,031 70,570,710

Three were no stage 3 facilities for both financial years.
22.4 Sensitivity of impairment provision on loans and advances to other customers

The Bank has estimated the impairment provision on loans and advances to customers as at 31 December 2025, subject to
various assumptions. The changes to such assumptions may lead to changes in the impairment provision recorded in the
Statement of Financial Position.
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Year ended 31 December 2025

22. FINANCIAL ASSETS AT AMORTISED COST - LOANS AND ADVANCES (Contd...)

22.5 Sensitivity of impairment provision on loans and advances to other customers (Contd...)

The following table demonstrates the sensitivity of the impairment provision of the Bank as at 31 December 2025 to a
feasible change in PDs, LGDs and forward looking macro-economic information.

Sensitivity effect on Statement of Financial Position

PD/LGD [Increase/(Decrease) In Impairment provision] (Rs.) BEnsHEityietfect
on Income
Stage 1 Stage 2 Stage 3 Total Statement (Rs.)
PD 1% Increase across all age buckets 1,072,171 1,656,912 2,729,083 (2,729,083)
PD 1% Decrease across all age buckets (1,056,513) (404,674) - (1,461,188) 1,461,188
LGD 5% increase 5,317,925 8,280,220 - 13,598,145 (13,598,145)
LGD 5% decrease (5,317,925) (8,280,220) - (13,598,145) 13,598,145
Probability weighted forward looking
Macro Economic Indicators
109,207 561,239 - 670,446 670,446
-Base case 10% increase, worst case 5% ( )
decrease and best case 5% decrease
109,207 561,239 - 670,446 670,446
-Base case 10% decrease, worst case 5% ( ) ( ) ( )
increase and best case 5% increase

Forward-looking information

The bank incorporates forward-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 bank also obtained experienced
credit judgement from economic experts and Credit and Risk Management Departments to formulate a base case, a best
case and a worst case scenario. The base case represents a most-likely outcome and is aligned with information used by the
bank for budgeting and forecasting. The bank has identified and documented key drivers of credit risk both quantitative and
qualitative for various portfolio segments. Quantitative economic factors are based on economic data and forecasts
published by the CBSL and other reliable sources.

Quantitative drivers of credit risk
GDP Growth

Inflation

Interest Rate

Unemployment

Exchange Rate

Chartared \
Accountants f

Qualitative drivers of credit risk

Status of the Industry Business

Regulatory System
Government Policies
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

23. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME 2025 2024
Rs. Rs.
Equity instruments (Note 23.1) 42,338,984 42,338,984
Net financial assets at fair value through other comprehensive income 42,338,984 42,338,984
23.1 Equity instruments 2025 2024
No. of Cost Fair value No. of Cost Fair value
shares (Rs.) (Rs.) shares (Rs.) (Rs.)
Credit Information Bureau of Sri Lanka 1,000 100,000 19,813,819 1,000 100,000 19,813,819
Lanka Clear (Private) Limited/LankaPay (Pvt.) Ltd 150,000 1,500,000 22,525,165 150,000 1,500,000 22,525,165
1,600,000 42,338,984 1,600,000 42,338,984
23.2  Analysis 2025 2024
Rs. Rs.
By collateralization
Unencumbered 42,338,984 42,338,984
Gross Total 42,338,984 42,338,984

By currency

Sri Lankan Rupee 42,338,984 42,338,984
Gross total 42,338,984 42,338,984

23.3 Impairment during the year

As per SLFRS 09, impairment provisions (based on the DB group model) on debt instruments classified and measured at fair value through other comprehensive income are required to be
recognised as an adjustment to the fair value reserve of the same kind of assets. There were no impairment charge for both years.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2025

24. PROPERTY, PLANT & EQUIPMENT
e vy el Sl il Ania i 2
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
Cost
Opening balance at 1 January 2025 49,991,363 131,041,795 13,588,693 694,000 37,246,166 49,695,363 321,670,346 407,176,257  1,011,103,985
Additions - - - - - 17,298,212 16,339,425 - 33,637,637
Disposals - - - - - - (696,767) - (696,767)
Closing balance at 31 December 2025 49,991,363 131,041,795 13,588,693 694,000 37,246,166 66,993,576 337,313,004 407,176,257  1,044,044,855
Accumulated depreciation
Opening balance at 1 January 2025 49,181,299 80,497,819 6,843,249 694,000 20,196,870 21,763,482 170,537,304 179,473,727 529,187,750
Charge for the year 810,064 21,776,276 2,698,177 - 3,434,257 11,062,288 58,184,736 38,254,289 136,220,088
Disposals B - - - - - (452,893) - (452,893)
Closing balance at 31 December 2025 49,991,363 102,274,096 9,541,427 694,000 23,631,126 32,825,770 228,269,146  217,728.016 664,954,945
Carrying value as at 31 December 2025 - 28,767,700 4,047,267 - 13,615,041 34,167,806 109,043,858 189,448,241 379,089,910

Out of the above depreciation charge of Rs. 136,220,088/~ for the year, Rs. 8,173,205/ has been apportioned to FCBU. Accordingly Rs. 128,046,883/- was charged to DBU.

The cost of fully depreciated assets which are still in use is Rs. 121,025,819/~ as at 31 December 2025 and Rs. 102,480,168/~ as at 31 December 2024,
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24. PROPERTY, PLANT & EQUIPMENT (Contd...)

42 Asw3 Desemr 203 S e S fabwd Tghees offe | umiund BehtorUe g
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.

Cost
Opening balance at 1 January 2024 52,940,725 134,343,889 13,588,693 744,000 45,356,100 49,695,363 321,670,346 407,176,257  1,025,515,374
Additions - 2,500,883 - - - - - - 2,500,883
Disposals (2,949,362) (5,802,977) - (50,000) (8,109,934) - - - (16,912,273)
Closing balance at 31 December 2024 49,991,363 131,041,795 13,588,693 694,000 37,246,166 49,695,363 321,670,346 407,176,257  1,011,103,984
Accumulated depreciation
Opening balance at 1 January 2024 48,236,271 64,130,877 4,145,072 743,996 24,514,064 12,357,228 113,108,281 140,824,522 408,060,311
Charge for the year 3,894,391 22,169,915 2,698,177 - 3,792,746 9,406,254 57,429,023 38,649,205 138,039,712
Disposals (2,949,363) (5,802,973) - (49,999) (8,109,938) - - - (16,912,273)
Closing balance at 31 December 2024 49,181,299 80,497,819 6,843,249 693,997 20,196,872 21,763,482 170,537.304 179,473,727 529,187,750
Carrying value as at 31 December 2024 810,064 50,543,976 6,745,444 3 17,049,295 27,931,881 151,133,042 227,702,530 481,916,234

Out of the above depreciation charge of Rs. 138,039,712/~ for the year, Rs. 8,282,383/~ has been apportioned to FCBU. Accordingly Rs. 129,757,329/~ was charged to DBU.

The cost of fully depreciated assets which are still in use is Rs. 102,480,168/~ as at 31 December 2024 and Rs. 109,217,419/- as at 31 December 2023.
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25. DEFERRED TAX (LIABILITIES)/ASSETS

2025 2024
Rs. Rs.
Deferred tax assets (Note 25.1) 169,444,578 131,510,643
Deferred tax liabilities (Note 25.2) (2,296,668) (3,603,729)
167,147,910 127,906,914
The movements on the deferred tax assets and liabilities are as follows:
25.1 Deferred tax assets 2025 2024
Rs. Rs.
Balance as at the beginning of the year 131,510,643 102,448,098
(Reversed)/originated during the year - recognized in profit or loss 36,721,635 19,915,545
(Reversed)/originated during the year - recognized in other comprehensive income 1,212,300 9,147,000
Balance as at the end of the year 169,444,578 131,510,643
25.2 Deferred tax liabilities 2025 2024
Rs. Rs.
Balance as at the beginning of the year 3,603,729 6,876,090
Originated/(Reversed) during the year through profit or loss (1,307,061) (3,272,361)
Originated/(Reversed) during the year through other comprehensive income - -
Balance as at the end of the year 2,296,668 3,603,729
25.3 Recognized deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
2025 2024
Temporary Temporary
difference s difference (ibiCiLs
Deferred tax assets Rs. Rs. Rs. Rs.
Employee benefit obligation (Note 30) 155,942,214 46,782,664 134,214,480 40,264,344
Provision for impairment losses 408,873,046 122,661,914 304,154,331 91,246,299
564,815,260 169,444,578 438,368,811 131,510,643
Deferred tax liabilities
Depreciation of property, plant and equipment 58,049,042 17,414,713 53,270,817 15,981,245
Provision for restricted equity 48,544 14,563 48,544 14,563
Right-of-use assets (Note 24.1) 189,448,241 56,834,472 227,702,530 68,310,759
Lease liability (Note 33.1) (239,873,674) (71,962,102) (270,356,814) (81,107,044)
Provision for cash retention payment (16,594) (4,978) 1,347,353 404,206
7,655,559 2,296,668 12,012,429 3,603,729
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26. OTHER ASSETS 2025 2024
Rs. Rs.
Financial assets
Clearing account balances (Note 26.1) 389,117,827 310,860,625
Provision for impairment (Note 26.2) (1,256,059) (1,794,879)
387,861,768 309,065,746
Non-financial assets
Deposits and prepayments 26,517,694 29,205,213
Tax receivable (Note 26.3) 229,789,753 251,157,959
EIR Staff loan 38,383,225 49,507,239
Others 73,416,916 29,422,186
368,107,588 359,292,597
Total 755,969,356 668,358,343

26.1 Clearing account balances

The Clearing account balance represents the balance to be received for Foreign Exchange Transactions, from the other Banks on

behalf of the outward cheque clearing and; clearing receivable balance from Bank of Ceylon.

2025 2024
Rs. Rs.
Receivable from Lanka Clear for cheque clearing 389,117,827 302,944,439
CBSL Exports proceed receivables - 23,000
BOC USD Clearing Account - 7,893,186
389,117,827 310,860,625
26.2 Impairment provision for Clearing account balances 2025 2024
Rs. Rs.
Stage 1
Opening balance at 1 January 1,794,879 4,295,729
Charge to income statement (538,820) (2,500,850)
Closing balance at 31 December 1,256,059 1,794,879
There were no stage 2 & 3 facilities for both financial years.
26.3 Tax receivable 2025 2024
Rs. Rs.
Corporate Income tax refunds 136,665,412 153,267,888
VAT on Financial Services - tax refunds - 32,957,773
WHT receivable 93,124,340 64,932,298
229,789,753 251,157,959
27. DUE TO BRANCHES 2025 2024
Rs. Rs.

Deutsche Bank AG - Branches

1,859,587,465

1,464,608,821

Total

1,859,587.465

1.464,608,821

28. DERIVATIVE FINANCIAL INSTRUMENTS

Foreign exchange dérivatives-_

Forward/ ‘%’W/AP foreign exch ange ¢

ot

] \

2025 2024

Rs. Rs.
167,101,751 26,919,385
167,101,751 26,919,385
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29, FINANCIAL LIABILITIES AT AMORTIZED COST - DUE TO DEPOSITORS

Due to depositors
Total

29.1 Analysis of amount due to depositors

By product

Demand deposits/Current accounts
Savings deposits

Margin deposits

Fixed deposits

Other deposits -Abondoned Property
Total

By currency

Sri Lanka Rupee
United States Dollar
Great Britain Pound
Euro

Australian Dollar
Others*

Total

2025
Rs.

39,584,575,804

2024
Rs.

30,032,808,121

39.584,575.804

30,032,808,121

* Other currencies include Singapore Dollar, Swiss Frank, Canadian Dollar and Janapenese Yen.

30. RETIREMENT BENEFIT OBLIGATIONS
Defined benefit plan - gratuity
Opening balance as at 01 January
Provision for the year (Note 30.1)
Actuarial (gain) / loss during the year (Note 30.2)
Gratuity paid during the year
Closing balance as at 31 December

30.1 Provision recognized in the Profit or Loss

Current service cost
Interest on obligation

30.2 Provision recognized in other comprehensive income

Actuarial gain / (loss) during the year

30.3 Actuarial valuation

2025 2024
Rs. Rs.
21,595,216,333 16,547,265,296
13,443,104,607 8,710,795,902
9,499,683 64,024,683
4,518,460,759 4,694,183,917
18,294,422 16,538,323.00
39,584,575,804 30,032,808,121
28,819,719,093 21,267,395,353
9,271,882,501 7,696,352,194
56,321,319 19,796,192
1,400,322,859 1,011,469,568
34,677,611 36,415,428
1,652,422 1,379,386
39,584,575,804 30,032,808,121
2025 2024
Rs. Rs.
134,214,480 96,008,876
24,438,000 20,371,000
4,041,000 30,490,000
(6,751,266) (12,655,396)
155,942,214 134,214,480
2025 2024
Rs. Rs.
10,028,000 7,304,000
14,410,000 13,067,000
24,438,000 20,371,000
2025 2024
Rs. Rs.
4,041,000 30,490,000
4,041,000 30,490,000

LKAS 19 requires the use of actuarial techniques to make a reliable estimate of the amount of retirement benefit using the Projected
Unit Credit Method in order to determine the present value of the retirement benefit obligation. An actuarial valuation was performed
on December 2025 and 2024 by Institute of Actuaries of India (IAI). The following principal assumptions were made in arriving at the
retirement obligation as at 31 December 2025 and 31 December 2024.

Discount Rate % 10.00% 11.10%
9% for the first year, 20% for the first
Future salary increment rate % 10% thereafte year,
11% thereafter

60 60
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30. EMPLOYEE BENEFIT (Contd...)

31 December 2024

Sensitivity effect on

Statement of

304 Sensitivity analysis - Defined benefit plan - gratuity
The following table demonstrates the sensitivity to a reasonably possible change in the key assumptions used with all other variables
held constant in the employment benefit liability measurement. The effect to the statement of financial position with the assumed
changes in the discount rates and salary increment rate is given below:
Increase/ (Decrease) in  Increase/ (Decrease) 31 December 2025
Discount Rate in Salary Escalation Sensitivity effect on
Rat
ate Defined Benefit Statement (,)f
N Comprehensive
Obligation
Income
Increase / (Decrease)
Rs. Rs.
1% (7,510,370) 7,510,370
(1%) 8,250,160 (8,250,160)
1% 8,197,080 (8,197,080)
(1%) (7,597,970) 7,597,970
30.5 Defined contribution plans

The following contributions have been made to Employees' Provident Fund and Employees' Trust Fund during the year:

Employees' Provident Fund
Employers'
Employees'

Employees' Trust Fund

31. CURRENT TAX LIABILITIES

Opening balance as at 1 January
Charge for the year (Note 15)

Tax Refunds

Over provision for previous year
Tax Payments during the year
Others (WHT tax set off)

Closing balance as at 31 December

32. OTHER PROVISIONS

Country risk (Note 32.1)
Total

321 Provision for country risk

Defined Benefit X
i Comprehensive
Obligation
Income
Increase / (Decrease)
Rs. Rs.
(6,894,380) 6,894,380
7,591,740 (7,591,740)
7,456,300 (7,456,300)
(6,895,070) 6,895,070
2025 2024
Rs. Rs.
92,687,096 71,336,069
55,612,258 42,801,641
10,288,571 8,560,328
2025 2024
Rs. Rs.
657,546,545 1,572,176,468
824,034,848 1,278,718,821
(150,468,131) (201,658,846)
8,262,981 (76,505,475)
(813,164,411) (1,877,855,327)
(64,932,304) (37,329,097)
461,279,528 657,546,545
2025 2024
Rs. Rs.
1,402,615 1,402,615
1,402,615 1,402,615

Country Risk is defined as the risk that the Branch may suffer a loss due to possible deterioration of economic conditions; political and
social upheaval; nationalization and expropriation of assets; government repudiation of external indebtness; exchange controls or

currency depreciation or devaluation in any given country.

Kamedielp
Impairpfanteharpe/(reversil) id 1hepme Statement
roh ‘ e
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33. OTHER LIABILITIES 2025 2024
Rs. Rs.
Financial liabilities
Lease liability (Note 33.1) 239,873,675 270,356,815
Clearing account balance 1,511,304 2,121,375
241,384,979 272,478,190

Non-financial liabilities

Accrued expenditure 219,312,742 174,630,539
Provision for impairment of commitments and contingencies (Note 33.2.1) 205,402,923 187,115,214
Other tax liability 61,160,567 59,865,162
Staff EPF reserve 50,029,675 43,080,667
Other payables 3,035,255 2,906,943
538,941,162 467,598,525
Total 780,326,141 740,076,715
33.1  Lease liability 2025 2024
Rs. Rs.
Balance at 1 January 270,356,815 296,855,796
Additions during the year - -
Charge for the year 25,295,300 28,068,919
Payments during the year (55,778,440) (54,567,900)
Balance at 31 December 239,873,675 270.356,815
Lease liability within one year 35,311,398 30,483,140
Lease liability after one year 204,562,277 239,873,675

239,873,675 270,356,815

33.1.1 Sensitivity analysis on lease liability

The following table illustrates the impact arising from the possible changes in the discount rate on the lease liability of the Bank as

at December 31, 2025.
Sensitivity effect on
Increase/ (Decrease) in Discount Rate |Lease liability ”Interest expense |
Increase / (Decrease)
1% (6,133,655) 1,797,839
(1%) 6,365,607 (1,913,910)

33.2  Provision for impairment commitments and contingencies

This provision relates to the impairment for undrawn commitments and Off balance sheet facilities are given below;

33.2.1 Movements in impairment during the year 2025 2024
Rs. Rs.

Stage 1
Opening balance as at 1 January 40,783,366 108,932,077
Impairment charge to Income Statement 10,215,750 (68,148,711)
Closing balance at 31 December 50,999,116 40,783,366
Stage 2
Opening balance as at 1 January 146,331,848 12,945,329
Impairment charge to Income Statement 8,071,959 133,386,519
Closing balance at 31 December 154,403,807 146,331,848

AT A YOS 205,402,923 187,115,214
Ther; ,}_\"t:rc: no stage 3 f;l{;iliiicé for 5nth financial years.
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34. GROUP BALANCE PAYABLE

Inter-entity expenses payable to HO and branches
Branches (Branches of Deutsche Bank AG-Frankfurt)
Total

2025 2024

Rs. Rs.
3,835,359,219 3,867,846,761
1,129,458,468 6,536,842
4,964,817,687 3,874,383,603

The Branch is supported by the Asia Pacific Head office and other entities within Deutsche Bank Group. The charges for
such services are re-imbursed by Deutsche Bank Colombo, based on invoices issued by the supplier.

35. ASSIGNED CAPITAL

Balance as of 1 January
Capital received during the year
Balance as of 31 December

36. STATUTORY RESERVE FUND

Opening balance at 01 January
Transfers during the period

Closing balance at 31 December

2025 2024
Rs. Rs.
4,410,461,270 4,410,461,270
4,410,461,270 4,410,461,270
2025 2024
Rs. Rs.
1,335,923,376 1,220,019,186
72,500,576 115,904,190
1,408,423,952 1,335,923,376

36.1 Five percentage (5%) of the Profit after Tax is transferred to the Reserve Fund as per Direction issued by the Central Bank
of Sri Lanka under section 76 (j) (1) of the Banking Act No. 30 of 1988, as amended by Banking (Amendment) Act No.33

of 1995.

37. RETAINED EARNINGS

Opening balance at 1 January

Profit for the year

Net actuarial gain/loss on defied benefit plan
Tax on other comprehensive income
Transfer to/from other reserves

Profit transferred to head office (Note 37.1)
Closing balance at 31 December

37.1 No profit transfer to Head Office during the year 2025.

2025
Rs.

10,713,335,022

2024
Rs.

9,491,621,981

1,450,011,524  2,318,083,796
(4,041,000) (30,490,000)
1,212,300 9,147,000
(162,661,891)  (175,952,349)

. (899,075,407)
11,997,855,955  10,713,335,022

DBU and FCBU retained profit for the year ended 31 December 2020 (Balance) and 2021 amounting to LKR 642.86 Mn
and USD 1.38 Mn respectively, has been transferred to Head Office in April 2024, after obtaining approval from the

Central Bank of Sri Lanka and tax clearance from the Department of Inland Revenue.

ACCOUIEETS
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38.

38.1

38.2

38.3

38.4

39.

OTHER RESERVES

For 2025

Exchange equalisation of capital (Note 38.1)
Foreign currency translation reserve (Note 38.2)
Fair value OCI reserve

Reserve through Contributed Assets (Note 38.3)
ECL Reserve (Note 38.4)

Total

For 2024

Exchange equalisation of capital (Note 38.1)
Foreign currency translation reserve (Note 38.2)
Fair value OCI reserve

Reserve through Contributed Assets (Note 38.3)
ECL Reserve (Note 38.4)

Total

Exchange equalisation of capital

Opening Closing
balance as at Movement/ balance as at
01. 01. 2025 tEnsicr 31.12.2025
Rs. Rs. Rs.
1,320,735,232 121,286,913 1,442,022,145
727,174,931 178,634,023 905,808,954
(22,702,559) - (22,702,559)
9,214,212,634 - 9,214,212,634
313,320,765 98,083,965 411,404,730
11,552,741,003 398,004,901 11,950,745,904
Opening Movement/ Closing
balance as at balance as at
01. 01. 2024 {EAnSiers 31.12.2024
1,545,329,885 (224,594,653) 1,320,735,232
1,286,512,142 (559,337,211) 727,174,931
(22,702,559) - (22,702,559)
9,214,212,634 - 9,214,212,634
170,072,326 143,248,439 313,320,765
12,193,424,428 (640,683,425) 11,552,741,003

Exchange equalisation of capital represents the appreciation /depreciation of capital maintained in foreign currency due to
exchange rate fluctuation. The exchange rate fluctuation is being accounted under exchange equalisation of capital.

Foreign currency translation reserve

Exchange equalisation of reserve represents the effect of currency translation of Income Statement and Reserve Fund.

Reserve through contributed assets

Reserve through contributed assets represent the unremittable head office and other group payables converted to equity during the

past years with prior approval of Central Bank of Sri Lanka.

ECL Reserve

As per the Banking Act Direction No. 13 of 2021, Licensed banks shall maintain a minimum Stage 1 impairment ratio of 0.5% as
a percentatge of total Stage 1 credit facilities. In instances where a licensed bank does not maintain a minimum Stage 1
impairment ratio of 0.5% as a percentage of total Stage 1 credit facilities, such deficit shall be required to be maintained in a

CONTINGENT LIABILITIES AND COMMITMENTS

Guarantees

Letters of credit

Forward/SWAP exchange confracts
Usance Import Bills

Shipping Guarantees
Undrawn loan commitments
Total
ST 5 YOURN
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2025
Rs.

27,353,347,419
9,494,264,622
79,714,806,890
1,714,589,619
5,059,455,514
33,272,580,761

2024
Rs.

28,782,075,237
7,093,815,185
36,335,777,594
927,729,274
4,986,665,554
29,168,145,626

156,609,044,825

107,294,208,470
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40.

40.1

40.1.1

40.1.2

40.1.3

40.2

40.2.1

RELATED PARTY TRANSACTIONS

The Branch carried out transactions in the ordinary course of business on an arm’s length basis at commercial rates with
parties who are defined as Related Parties as per the Sri Lanka Accounting Standard — LKAS 24 — ‘Related Party
Disclosures’.

Transactions with Key Management Personnel (KMP)

Key Management Personnel (KMP) are those having authority and responsibility for planning, directing and controlling
the activities of the entity as per Sri Lanka Accounting Standard - LKAS 24 on " Related Party Disclosures". Accordingly,
the branch KMP includes the members of its Branch Management Board (BMB) & selected officers performing executive
functions who meet the above criteria.

For the year ended 31 December 2025 2024

Rs. Rs.
Compensation to KMP
Short term employee benefits 331,671,394 313,764,704
Post employment benefits 153,040,142 182,381,989

484,711,536 496,146,693

Transactions, arrangements and agreements involving KMP 2025 2024

Rs. Rs.
Lending facilities granted to KMP 119,439,992 94,989,980
Interest charged on lending facilities granted to KMP 3,854,013 3,012,107

Transactions, arrangements and agreements involving the Close Family Members (CFM) of KMP

CFM of a KMP are those family members who may be expected to influence, or be influenced by, that KMP in their
dealings with the Branch. They may include KMP’s domestic partner and children, children of the KMP domestic partner
and dependents of the KMP or the KMP domestic partner. CFM are related parties to the Branch.

There are no transactions reported during the reporting period related to close family members.

Impairment charges

No impairment losses have been recorded against balances outstanding during the period with key management
personnel, and no specific allowance has been made for impairment losses on balances with key management personnel at
the reporting date.

Transactions and balances with Group entities

Transactions with Deutsche Bank Group

The Branch engages in Inter-Group Borrowings and Lendings, derivative financial instruments with Group Entities,
Transfer Pricing Fees receivable from Group Entities, sale or purchase of Investment Securities in between group entities,
and the Branch's Provident Fund.

Amount receivable and payable from/to Group entities disclosed in Notes 20 and 34.
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40. RELATED PARTY TRANSACTIONS (Contd...)

40.2.1 Transactions with Deutsche Bank Group (Contd...)
As at December 2025 2024
Rs. Rs.

Statement of Financial Position
Derivative financial instruments - assets 258,894,498 131,660,218
Group balance receivable

Branches (Branches of Deutsche Bank AG-Frankfurt) 1,490,061,832 967,632,787

Other Inter-group receivable from Branches and Head Office 228,019,495 209,767,064
Due to branches 1,859,587,465 1,464,608,821
Derivative financial instruments - liabilities 167,101,751 26,919,385
Group balance payable

Inter-entity expenses payable to HO and branches 3,835,359,219 3,867,846,761

Branches (Branches of Deutsche Bank AG-Frankfurt) 1,129,458,468 6,536,842

8,968,482,728 6,674,971,878
Contingent liabilities and commitments 12,314,757,228  12,111,509,452
For the year ended 31 December 2025 2024
Rs. Rs.
Income statement
Interest income 846,035,281 1,073,404,443
Interest expense 39,140,772 100,939,686
Fee and commission income 24,102,676 7,271,718
Other operating expenses 1,923,241,218 1,961,155,667
40.2.2 Balances with the Employee's provident fund

According to Sri Lanka Accounting Standard LKAS 24 “Related Party Disclosures”, a party is related to the entity if, the

entity is a post-employment benefit plan for the benefits of employees of the entity.

As at December

Statement of Financial Position
Financial liabilities at amortized cost - Due to depositors

For the year ended 31 December

Income statement
Other operating expenses

2025 2024
Rs. Rs.
3,777,529 50,606,200
2025 2024
Rs. Rs.
1,188,532 952,298

Clavterad
Aneanlants  J
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41.
41.1

MATURITY ANALYSIS FOR FINANCIAL ASSETS AND FINANCIAL LIABILITIES
The following tables set out the remaining contractual maturities of assets and liabilities of the Branch.

As at 31 December 2025

Non-derivative assets

Cash and balances with banks
Balances with Central Bank
Placements with banks

Group balances receivables

Financial assets measured at fair value through profit or loss (FVTPL)

Financial assets at amortized cost - Loans and advances to customers

Financial assets measured at fair value through other comprehensive income (FVOCI)

Property, plant and equipment

Deferred tax assets
Other assets

Derivative assets

Derivative financial instruments

Non-derivative liabilities

Due to branches

Financial liabilities at amortized cost - Due to depositors

Retirement Benefit Obligations
Current tax liabilities

Other provisions

Other liabilities

Group balance payable

Derivative liabilities

Derivative financial instruments

Up to 3 to More than
3 months 12 months 1to3 years 3 to5years 5 years Total
Rs. Rs. Rs. Rs. Rs. Rs.

138,524,439 - - - - 138,524,439
15,842,969,424 - - - - 15,842,969,424
5,573,876,191 - - - - 5,573,876,191
16,994,929,425 - 228,019,495 - - 17,222,948,920
10,416,836,311 - - - - 10,416,836,311
26,649,075,851 190,070,948 62,212,861 25,611,147 16,953,536 26,943,924,343
- - - - 42,338,984 42,338,984
- - - - 379,089,910 379,089,910
- - - 167,147,910 - 167,147,910
387,861,768 368,107,588 - - - 755,969,356
258,894,498 - - - 258,894,498
76,262,967,907 558,178,536 290,232,356 192,759,057 438,382,430 77.742,520.286
1,859,587,465 - - - - 1,859,587,465
39,580,463,186 4,112,618 - - - 39,584,575,804
- 12,475,377 24,950,754 24,950,754 93,565,328 155,942,214
307,519,685 153,759,843 - - - 461,279,528
1,402,615 - - - 1,402,615
9,878,271 565,885,593 72,767,560 94,380,685 37,414,032 780,326,141
1,129,458,468  3,835,359,219 - - - Nro?rm:vm.wﬂ
167,101,751 - - - - 167,101,751
43,055,411,442  4,571.592,649 97,718,314 119,331,439 130,979,360 47,975,033,205
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41.
41.2

\- . B
ﬁ {Derivatiye financial instruménts

MATURITY ANALYSIS FOR FINANCIAL ASSETS AND FINANCIAL LIABILITIES (Contd...)

The following tables set out the remaining contractual maturities of assets and liabilities of the Branch.

As at 31 December 2024

Non-derivative assets

Cash and balances with banks
Balances with Central Bank
Placements with banks

Group balances receivables

Financial assets at amortized cost - Loans and advances to customers

Financial assets measured at fair value through other comprehensive income (FVOCI) -

Property, plant and equipment
Deferred tax assets
Other assets

Derivative assets

Derivative financial instruments

Non-derivative liabilities

Due to branches

Financial liabilities at amortized cost - Due to depositors

Retirement Benefit Obligations

Current tax liabilities

Other provisions

Other liabilities

Group balance payable

Derivative liabilities ™.
!

Up to 3to More than
3 months 12 months 1 to 3 years 3 to 5 years 5 years Total
Rs. Rs. Rs. Rs. Rs. Rs.

179,543,267 - - - - 179,543,267
11,592,098,001 - - B - 11,592,098,001
28,743,634,235 - - - - 28,743,634,235
968,158,572 - 209,767,064 - - 1,177,925,636
21,625,163,157 30,986,104 77,093,987 32,470,464 33,325,411 21,799,039,124
% - - 42,338,984 42,338,984
- - - - 481,916,234 481,916,234
- - - 127,906,914 - 127,906,914
309,065,746 359,292,597 E B - 668,358,343
131,660,218 - - B - 131,660,218
63,549,323,196 390,278,701 286,861,051 160,377,378 557,580,629 64,944,420,956
1,464,608,821 - - - - 1,464,608,821
29,729,028,244 303,779,877 - - - 30,032,808,121
- 6,751,266 21,474,317 21,474,317 84,514,580 134,214,480
438,364,363 219,182,182 - - - 657,546,545
1,402,615 - - - 1,402,615
9,336,882 490,866,158 70,005,338 82,007,697 87,860,640 740,076,715
6,536,842  3,867,846,761 - - B 3,874,3 mwum.ow
26,919,385 - - - - 26,919,385
31,676,197,153  4,888,426,243 91,479,655 103,482,014 172,375,220  36,931,960,285
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42.
42.1

ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS

Analysis of financial instruments by measurement basis

Financial Instruments are measured subsequently on an ongoing basis either at Fair Value or at Amortised Cost. The summary of significant
accounting policies describes how the classes of financial instruments are measured, and how income and expenses, including fair value gains

and losses, are recognized.

The following table provides a reconciliation between line items in the statement of financial position and categories of financial instruments of

the Branch.
As at 31 December 2025

Financial assets

Cash and balances with banks
Balances with Central Bank
Placements with banks
Derivative financial instruments

Financial assets measured at fair value through profit or loss

(FVTPL)

Financial assets at amortized cost - Loans and advances to
customers

Financial assets measured at fair value through other
comprehensive income (FVOCI)

Group balances receivables

Other assets

Total financial assets

Financial liabilities

Due to branches

Derivative financial instruments

Financial liabilities at amortized cost - Due to depositors
Group balance payable

Other liabilities

Total financial liabilities

As at 31 December 2024

Financial assets
Cash and balances with banks

Balances with Central Bank

Placements with banks

Derivative financial instruments

Financial assets at amortized cost - Loans and advances to
customers

Financial assets measured at fair value through other
comprehensive income (FVOCI)

Group balances receivables

Other assets

Total financial assets

Financial liabilities

Due to branches

Derivative financial instruments

Financial liabilities at amortized cost - Due to depositors
Group balance payable

Other liabilities

Total financial liabilities

AC FVTPL FVOCI Total
Rs. Rs. Rs. Rs.
138,524,439 - - 138,524,439
15,842,969,424 - - 15,842,969,424
5,573,876,191 - - 5,573,876,191
- 258,894,498 - 258,894,498
- 10,416,836,311 - 10,416,836,311
26,943,924,343 - - 26,943,924.343
- - 42,338,984 42,338,984
17,222,948,920 - - 17,222,948,920
387,861,768 - - 387,861,768
66.110,105,085 10,675,730,809 42,338,984 76,828,174,878
AC FVTPL Total
Rs. Rs. Rs.
1,859,587,465 - 1,859,587,465
- 167,101,751 167,101,751
39,584,575,804 - 39,584,575,804
4,964,817,687 - 4,964,817,687
241,384,979 - 241,384,979
46,650,365,935 167,101,751 46,817,467,686
AC FVTPL FVOCI Total
Rs. Rs. Rs. Rs.
179,543,267 - - 179,543,267
11,592,098,001 - . 11,592,098,001
28,743,634,235 - - 28,743,634,235
- 131,660,218 B 131,660,218
21,799,039,124 - - 21,799,039,124
- - 42,338,984 42,338,984
1,177,925,636 - - 1,177,925,636
309,065,746 - - 309,065,746
63,801,306,009 131,660,218 42,338,984 63,975,305,211
AC FVTPL Total
Rs. Rs. Rs.
1,464,608,821 - 1,464,608,821
- 26,919,385 26,919,385
30,032,808,121 - 30,032,808,121
3,874,383,603 - 3,874,383,603
272,478,190 - 272,478,190
35,644,278,735 26,919,385 35.671.198,120

AC - Financial assets/liabilities measured at amortized cost

FVTPL — Financial assets/liabilities measured at fair value through profit or loss

FVOCI - Financial assets measured at fair value through other comprehensive income
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42.
42.2

42.2.1

ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS (Contd...)
Note 40.2 Fair Value Hierarchy

The following is a description of how fair values are determined for financial instruments that are recorded at fair value using valuation

techniques. These incorporate the Branch’s estimate of assumptions that a market participant would make when valuing the instruments.

Determination of fair value and fair value hierarchy

For all financial instruments where fair values are determined by referring to externally quoted prices or observable pricing inputs to models,
independent price determination or validation is obtained. In an inactive market, direct observation of a traded price may not be possible. In
these circumstances, the Branch uses alternative market information to validate the financial instrument’s fair value, with greater weight
given to information that is considered to be more relevant

Fair values are determined according to the following hierarchy:
Level 1 — quoted market price (unadjusted): financial instruments with quoted prices in active markets.
Level 2 — valuation technique using observable inputs: financial instruments with quoted prices for similar instruments in active markets or

quoted prices for identical or similar instruments in inactive markets and financial instruments are valued using models where all significant
inputs are observable.

Level 3 — valuation technique with significant unobservable inputs: financial instruments are valued using valuation techniques where one
or more significant inputs are unobservable.

Valuation framework

The Branch has an established control framework for the measurement of fair values. This framework includes a separate control function
within Market Risk Management, which is independent of front office management in reporting to the Branch Management Board (BMB)
of the Branch. The BMB has overall responsibility for independently verifying the results of operations and all significant fair value
measurements.

Assets and liabilities measured at fair value and fair value hierarchy

The following table provides an analysis of Assets and Liabilities measured at fair value as at the Reporting date, by the level in the fair
value hierarchy into which the fair value measurement is categorised. These amounts were based on the values recognised in the Statement
of Financial Position.

As at 31 December 2025 Level 1 Level 2 Level 3 Total
Rs. Rs. Rs. Rs.

Financial assets
Derivative financial instruments = 258,894,498 - 258,894,498

Financial assets measured at fair value through Profit or
Loss/other comprehensive income

Treasury Bills 10,416,836,311 - - 10,416,836,311
Equity securities - - 42,338,984 42,338,984
Total financial assets 10,416,836,311 258,894,498 42,338,984 10,718,069,793
Financial liabilities
Derivative financial instruments - 167,101,751 - 167.101,751
Total financial liabilities - 167,101,751 % 167,101,751
As at 31 December 2024 Level 1 Level 2 Level 3 Total

Rs. Rs. Rs. Rs.
Financial assets
Derivative financial instruments - 131,660,218 - 131,660,218
Financial assets measured at fair value through Profit or
Loss/other comprehensive income
Equity securities = - 42,338,984 42,338,984
Total financial assets - 131,660,218 42,338,984 173,999,202
Financial liabilities
Derivative financial instruments - 26,919,385 - 26,919,385
Total financial linbilities . __ - 26,919,385 - 26,919,385

.(?
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42.

42.2.2

ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS (Contd...)
Financial instruments not measured at fair value and fair value hierarchy

Methodologies and assumptions used to determine fair 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 Liabilities carried at amortised cost (e.g. fixed rate loans and advances,
due to other customers, subordinate liabilities) are estimated based on the Discounted Cash Flow approach. This approach

employs 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 Level 3 in the fair value hierarchy.

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

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

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. This assumption is also applied to demand deposits and savings deposits

which do not have a specific maturity.

The table in the next page sets out the fair values of Financial Assets and Liabilities not measured at fair value and related
fair value hierarchy:

Sensitivity of significant unobservable inputs used to measure fair value of fixed rate financial instruments.
A significant increase/(decrease) in the market interest rate would result in lower/ (higher) fair value being disclosed.
For financial assets and liabilities with short term maturities or with short term re-pricing intervals, it is assumed that the

carTying amounts approximate to their fair value. This assumption is also applied to demand deposits and savings deposits
which do not have a specific maturity.

The table in the next page sets out the fair values of Financial Assets and Liabilities not measured at fair value and related
fair value hierarchy:
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42. ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS (Contd...)
42.2.2 Financial instruments not measured at fair value and fair value hierarchy (Contd...)

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. This assumption is also applied to demand

deposits and savings deposits which do not have a specific maturity.

The following table sets out the fair values of Financial Assets and Liabilities not measured at fair value and related fair value hierarchy:

As at 31 December 2025 As at 31 December 2024
Level 1 Level 2 igtallE S Total Carrying Level 2 Total Fair Value Total Carrying
Value Amount Amount
Rs. Rs. Rs. Rs. Rs. Rs. Rs.
Financial assets
Cash and balances with banks - 138,524,439 138,524,439 138,524,439 179,543,267 179,543,267 179,543,267
Balances with Central Bank - 15,842,969,424 15,842,969,424 15,842,969,424 11,592,098,001 11,592,098,001 11,592,098,001
Placements with Banks - 5,573,876,191 5,573,876,191 5,573,876,191 28,743,634,235 28,743,634,235  28,743,634,235
Group balances receivables - 17,222,948,920 17,222,948,920 17,222,948,920 1,177,925,636 1,177,925,636 1,177,925,636
Financial assets at amortized - 26,943,924,343 26,943,924,343  26,943,924,343 21,799,039,124 21,799,039,124  21,799,039,124
cost - Loans and advances to
customers
Other Assets - 387,861,768 387,861,768 387,861,768 309,065,746 309,065,746 309,065,746
- 66,110,105,085 66,110,105,085  66,110,105,085 63,801,306,009 63,801,306.009  63,801,306,009

Financial Liabilities
Due to branches -

1,859,587,465

1,859,587,465

1,859,587,465

1,464,608,821
30,032,808,121

3,874,383,603
272,478,190

1,464,608,821
30,032,808,121

3,874,383,603
272,478,190

1,464,608,821
30,032,808,121

3,874,383,603
272,478,190

. e . = 39,584,575,804 39,584,575,804  39,584,575,804
Financial liabilities at amortized
cost - Due to depositors
Group Balance Payable - 4,964,817,687 4,964,817,687 4,964,817,687
Other Liabilities - 241,384,979 241,384,979 241,384,979
- 46.,650,365,935 46,650,365,935  46,650,365,935

35,644,278,735

35,644,278,735

35,644.,278,735
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42. ANALYSIS OF FINANCIAL INSTRUMENTS BY MEASUREMENT BASIS (Contd...)
42.3 Valuation Techniques and Inputs in Measuring Fair Values
The table below provides information on the valuation techniques and inputs used in measuring the fair values of

Derivative Financial Assets and Liabilities in the Level 2 and unquoted shares in Level 3 of the fair value hierarchy as
given in Note 42.2.1 above.

Type of Financial Fair Value as at Valuation Technique Significant
Instruments 31 December 2025 1 Valuation Inputs
Rs.

Derivative Financial

Assets 258,894,498 Adjusted Forward Rate Approach -Spot exchange rate

This approach considers the present value of -Interest rate

projected forward exchange rate as at the differentials between
167,101,751 Reporting date, as the fair value. The said currencies under

forward rate is projected based on the spot consideration

exchange rate and the forward

premium/discount calculated using

extrapolated interest rates of the currency

pairs under consideration. In computing the

present value, interest rate differential

between two currencies under consideration

is used as the discount rate.

Derivative Financial
Liabilities

Unquoted Shares 42,338,984 The unquoted shares, which are held for Net book value per
regulatory purposes, are valued based on share
internal management information derived
from the audited financial statements based
on the net asset value of the investee, which
is a significant unobservable input in
measuring the fair value and hence it is
categorized under level 3 in the fair value
hierarchy.

42.4 Reconciliation of Level 3 Fair Value
The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair values.

Unquoted Equity

Securities
Rs.
Balance as at 1 January 2025 42,338,984
Gain included in OCI =
Net change in fair value (unrealized) -
Balance as at 31 December 2025 42,338,984
Balance as at 1 January 2024 42,338,984
Gain included in OCI -
cchangelin fairyalite.(unrealized) -
42,338,984
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43. FINANCIAL RISK REVIEW

43.1 Key types of Risks

The Branch has exposure to the following key risks from financial instruments:
Credit Risk
Liquidity risk
Market and Valuation Risk
Operational Risk
43.1.1 Credit risk

Credit Risk arises from all transactions where actual, contingent or potential claims against any counterparty, borrower,
obligor or issuer (which we refer to collectively as “counterparties™) exist, including those claims that the bank plans to
distribute. It captures the risk of loss because of a deterioration of a counterparty's creditworthiness or the failure of a

Credit Risk contains four material categories (Level 2) in DB Group’s Risk Type Taxonomy:

| Risk |[Risk definition |

Default/Migration Risk Risk. that a c?untc?rpat:ty defa-ults on i:cs pa.lyment obligations or experiences material credit
quality deterioration, increasing the likelihood of a default.

Transaction/Settlement Risk Risk that that arises from any existing, contingent or potential future positive exposure.

(exposure risk)

Mitigation Risk Risk of of higher losses due to risk mitigation measures not performing as anticipated.

Risk of an adverse development in a specific single counterparty, country, industry or
product leading to a disproportionate deterioration in the risk profile of DB’s credit
exposures to that counterparty, country, industry or product.

Concentration Risk

43.1.1.1 Credit risk stress testing

Credit Risk stress tests are based on Group stress test methodology using macro-economic shock scenarios defined by
ERM Risk Research. Credit Risk EC, EL, ECL and exposure stress test results are provided by the Group on a quarterly
basis in a standard report.

The stress on the bank’s Credit Risk regulatory capital is calculated locally. For this purpose, the specifically calculated
rating migration matrix (based on the Global Downturn Scenario or another macroeconomic stress scenario) provided by
Group is applied to the local rated portfolio. The migration matrix is an output from the Group Credit Stress Test (GCST),
which is the macroeconomic downturn (as mentioned above) applied on the bank’s credit portfolio using the internal EC
model to calculate rating downgrade impact. By applying regulatory risk weights to the exposure of the derived portfolio,
stressed RWA are calculated.
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43. FINANCIAL RISK REVIEW (Contd...)
43.1.1 Credit risk (Cont...)
43.1.1.2 Maximum Exposure

The maximum exposure to credit risk at the end of the reporting period, without taking into consideration any collateral
held or other credit enhancements, is represented by the carrying amount of each financial asset in the Statement of
Financial Position after deducting any impairment allowance. A summary of the maximum exposure is as follows:

Total gross credit risk exposures broken down by major types of credit exposure.
As at 31 December
On-balance sheet items

Cash and balances with banks

Balances with Central Bank

Placements with banks

Group balances receivable

Financial assets measured at fair value through profit or loss
(FVTPL)

Financial assets at amortized cost - Loans and advances to

customers
Financial assets measured at fair value through other

comprehensive income (FVOCI)
Other assets

2025

59,187,265
15,894,275,619
5,573,894,238
17,222,948,920
10,416,836,311

27,093,402,374

42,338,984

389,117,827

2024

66,445,197
11,635,293,329
28,743,709,323

1,177,925,636

21,869,609,834

42,338,984

310,860,625

Total on-balance sheet items

Off-balance sheet items

Guarantees

Letters of credit

Forward/SWAP exchange contracts
Usance Import Bills

Undrawn loan commitments

Total off-balance sheet items

76,692,001,538 63,846,182,928
32,412,802,933 33,768,740,791
9,494,264,622 7,093,815,185
79,714,806,890 36,335,777,594
1,714,589,619 927,729,274
33,272,580,761 29,168,145,626
156,609,044,825 107,294,208,470
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43.

43.1.1

43.1.1.3

FINANCIAL RISK REVIEW (Contd...)

Credit risk (Cont...)

Geographic distribution of exposures, broken downs in significant areas by types of credit exposure

As at 31 December 2025

On-balance sheet items

Cash and balances with banks

Balances with Central Bank

Placements with Banks

Group balances receivable

Financial assets measured at fair value through profit or loss (FVTPL)
Financial assets at amortized cost - Loans and advances to customers
Financial assets measured at fair value through other comprehensive income
(FVOCI)

Other assets

Total on-balance sheet items

Off-balance sheet items

Guarantees

Letters of credit

Forward/SWAP exchange contracts
Usance Import Bills

Undrawn loan commitments

Total off-balance sheet items

AWEEN
¥y
f LS

=73-

. Asia Pacific (excl  North & Latin
Sri Lanka Sri Lanka) America Europe Total
Rs. Rs. Rs. Rs. Rs.

- 48,276,084 - 10,911,181 59,187,265
15,894,275,619 - - - 15,894,275,619
- 5,573,894,238 - - 5,573,894,238
- 54,632,296  15,678,254,792 1,490,061,832 17,222,948,920
10,416,836,311 - - - 10,416,836,311
27,093,402,374 - - - 27,093,402,374
42,338,984 - - - 42,338,984
389,117,827 - - - 389,117,827
53,835,971,115 5,676,802,618  15,678,254,792 1,500,973,013 76,692,001,538

9,822,047,890
9,494,264,622
73,443,496,033
1,714,589,619
33,047,876,025

15,833,390,787

224,704,736

10,000,000

6,747,364,256

6,271,310,857

32,412,802,933
9,494,264,622
79,714,806,890
1,714,589,619
33,272,580,761

127,522,274,189

16,058,095,523

10,000,000

13,018.675,114

156.609,044,825
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43.

43.1.1

43.1.1.3

FINANCIAL RISK REVIEW (Contd...)
Credit risk (Cont...)

Geographic distribution of exposures, broken downs in significant areas by types of credit exposure (Contd...)

As at 31 December 2024 Sri Lanka Asia w»ﬁmn (excl North & .rw:: Europe Total

Sri Lanka) America
On-balance sheet items
Cash and balances with banks - 52,071,843 - 14,373,354 66,445,197
Balances with Central Bank 11,635,293,329 - - - 11,635,293,329
Placements with banks - 28,743,709,323 - - 28,743,709,323
Group balances receivable - 72,311,372 783,793,481 321,820,783 1,177,925,636
Financial assets at amortized cost - Loans and advances to customers 21,869,609,834 - - - 21,869,609,834
Financial assets at amortized cost - Debt and other instruments - - - - -
Financial assets measured at fair value through other comprehensive income 42,338,984 # - & 42,338,984
(FVOCQCI)
Other assets 310,860,625 - - - 310,860,625
Total on-balance sheet items 33,858,102,772 28,868,092,538 783.793,481 336,194,137 63,846,182,928
Off-balance sheet items
Guarantees 16,947,622,955 13,499,838,799 10,000,000  3,311,279,037 33,768,740,791
Letters of credit 7,093,815,185 - - - 7,093,815,185
Forward/SWAP exchange contracts 36,335,777,594 - - - 36,335,777,594
Usance Import Bills 927,729,274 - - - 927,729,274
Undrawn loan commitments 29,077,109,775 91,035,851 - - 29,168,145,626
Total off-balance sheet items 90,382.054,783 13,590,874,650 10,000,000 3,311,279.037 107,294,208,470
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43. FINANCIAL RISK REVIEW (Contd...)

43.1.1 Credit risk (Cont...)

43.1.1.4 Concentrations of Credit Risk
By setting various concentration limits under different criteria within the established risk appetite framework (i.e., single borrower/ group, industry sectors, product, counterparty and country etc.), the
Branch ensures that an acceptable level of risk diversification is maintained on an ongoing basis. These limits are continuously monitored and periodically reviewed by the BMB and Branch Compliance
team to capture the developments in market, political and economical environment both locally and internationally to strengthen the dynamic portfolio management practices and to provide an early

warning on possible credit concentrations.

The maximum exposure to credit risk to the components of financial assets in the Statement of Financial Position as at 31 December, broken down by industry sector and of financial assets are given

below:
Finance, Insurance
Financial Assets Agriculture Manufacturing  Construction Trading and business Other Total
services
Rs. Rs. Rs. Rs. Rs. Rs.

As at 31 December 2025
Cash and balances with banks - - - - 59,187,265 E 59,187,265
Balances with Central bank - - - - 15,894,275,619 - 15,894,275,619
Placements with banks - - - - 5,573,894,238 - 5,573,894,238
Group balances receivable - - - - 17,222,948,920 - 17,222,948,920
Financial assets measured at fair value through
profit or loss (FVTPL) - - - - 10,416,836,311 - 10,416,836,311
Financial assets at amortized cost - Loans and 618,247,350 5,681,215,919 24,372,598 6,680,053,450 1,535,385,295 12,554,127,762 27,093,402,374
advances to customers
Financial assets measured at fair value through other - - - - 42,338,984 - 42,338,984
comprehensive income (FVOCI)
Other assets - - - - 389,117,827 - 389,117.827

618,247,350 5,681,215,919 24.372,598 6,680,053,450 51,133,984,459 12,554,127,762 76.692,001,538
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43, FINANCIAL RISK REVIEW (Contd...)
43.1.1 Credit risk (Cont...)

43.1.1.4 Concentrations of Credit Risk (Contd...)

Finance, Insurance

Financial Assets Agriculture Manufacturing Construction Trading and business Other Total
services
Rs. Rs. Rs. Rs. Rs. Rs. Rs.

As at 31 December 2024
Cash and balances with banks - - - - 66,970,982 - 66,970,982
Balances with Central Bank - - - B 11,635,293,329 - 11,635,293,329
Placements with banks - . - - 28,743,709,323 - 28,743,709,323
Placements with branches B - - - - - -
Group balances receivable - - - - 1,177,399,851 - 1,177,399,851
Financial assets at amortized cost - Loans and advances to 98,166,743  11,559,759,398 38,695,271 3,026,492,958 658,763,097  6,487,732,367 21,869,609,834
customers
Financial assets measured at fair value through other s = " - 42,338,984 = 42,338,984
comprehensive income (FVOCI)
Other assets - - - - 310,860,625 - 310,860,625

98,166,743  11,559,759,398 38,695,271 3,026,492,958 42,635.336,191 6.487.732.367  63,846,182,928.00

43.1.1.5 Residual contractual maturity breakdown of the whole credit portfolio, by major types of credit exposure

As at December 31

Type

<1 year On-balance sheet

1 year- 5 years

> 5 years

Off-Balance Sheet
On-balance sheet
Off-Balance Sheet
On-balance sheet
Om..w.&mbo,n Sheet

2025 2024
Utilisation / Total Utilisation / Total
Exposure Exposure
Rs. Rs. Rs. Rs.
76,453,038,855 63,580,309,300
151,771,433,676 228,224,472,531  99,187,685,470 162,767,994,770
315,843,502 319,331,516
2,682,708,133 2,998,551,635 7,236,697,000 7,556,028,516
59,292,520 75,664,395
2,154,903,016 2,214,195,537 869,826,000 945,490,395
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43. FINANCIAL RISK REVIEW (Contd...)
43.1.1 Credit risk (Cont...)
43.1.1.6  Amount Arising from ECL

Loss Allowance

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

For the year ended 31 December

Balances with Banks, CBSL balance & Placement (Note 16.1, 17.1 & Note 18.1)

Balance at 1 January
Charge/ (reversal) during the year
Balance at 31 December

Financial assets at amortized cost - Loans and advances to customers (Note 23.3)

Balance at 1 January
Charge/ (reversal) during the year
Balance at 31 December

Clearing account balances (Note 26.2)
Balance at 1 January

Charge/ (reversal) during the year
Balance at 31 December

2025 2024
Stage 1 Stage 2 Total Stage 1 Stage 2 Total
43,270,912 - 43,270,912 55,257,973 - 55,257,973
8,062,505 - 8,062,505 (11,987,061) - (11,987,061)
51,333,417 - 51,333,417 43,270,912 - 43,270,912
8,724,533 61,846,177 70,570,710 58,130,367 2,877,864 61,008,231
(2,977,126) 81,884,447 78,907,321 (49,405,834) 58,968,313 9,562,479
5,747,407 143,730,624 149,478,031 8,724,533 61,846,177 70,570,710
1,794,879 = 1,794,879 4,295,729 - 4,295,729
(538,820) - (538,820) (2,500,850) - (2,500,850)
1,256,059 - 1,256,059 1,794,879 - 1,794,879
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43. FINANCIAL RISK REVIEW (Contd...)
43.1.1 Credit risk (Cont...)

43.1.1.6 Amount Arising from ECL (Contd...)

2025 2024
Stage 1 Stage 2 Total Stage 1 Stage 2 Total
Commitments and Contingencies (Note 33.2.1)
Balance at 1 January 40,783,366 146,331,848 187,115,214 108,932,077 12,945,329 121,877,406
Charge/ (reversal) during the year 10,215,750 8,071,959 18,287,709 (68,148,711) 133,386,519 65,237,808
Balance at 31 December 50,999,116 154,403,807 205,402,923 40,783,366 146,331,848 187,115,214

There were no stage 3 facilities for both financial years.

43.1.1.7  Credit Exposure Arising from Derivative Transactions

Credit risk arising from derivative financial instruments at any time is limited to those with positive fair values, as reported in the Statement of Financial Position. With gross settled
derivatives, the Branch is also exposed to a settlement risk, being the risk of the counterparty failing to deliver the counter value.

2025 2024
Notional Fair Value Notional Amount Fair Value
Rs. Rs. Rs. Rs.
Forward/SWAP Contracts
Derivative financial assets 7,853,211,314 258,894,498 13,985,368,864 131,660,218
Derivative financial liabilities 12,161,321,869 167,101,751 4,237,277,597 26,919,385
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43.

43.1.1

43.1.1.8

43.1.2

43.1.2.1

43.1.2.2

FINANCIAL RISK REVIEW (Contd...)
Credit risk (Cont...)
Offsetting financial assets and financial liabilities

Financial Assets and Financial Liabilities are offset and the net amount presented in the Statement of Financial Position
when, and only when the Group currently has a legally enforceable right to set off the amounts and it intends either to
settle them on a net basis or to realise the asset and settle the liability simultaneously.

Liquidity Risk

Liquidity Risk relates to the risk that DB will be unable to meet its payment obligation as they fall due or can only meet
its obligation at an excessive cost.

The objective of the Group’s Liquidity Risk management framework is to ensure that the guidance and controls are
established within DB Group to fulfil its payment obligations at all times (including intraday) and can manage its
Liquidity and Funding Risks within its Risk Appetite. The framework considers relevant and significant drivers of
Liquidity Risk, whether on-balance sheet or off-balance sheet.

Management of liquidity risk

The Branch’s Management sets the Bank’s strategy for managing liquidity risk, and oversight of the implementation is
administered by Assets and Liability Management Committee (ALCO). ALCO approves the Branch’s liquidity policies
and procedures. Treasury manages the Branch’s liquidity position on a day-to-day basis and reviews daily reports
covering the liquidity position of the Branch. A summary report, including any exceptions and remedial action taken, is
submitted to ALCO meetings on ad hoc when predefined thresholds are breached.

The Branch’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when they are due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Bank’s reputation. The key elements of the Branch’s liquidity strategy are as follows:

- Monitoring maturity mismatches, behavioural characteristics of the Branch’s financial assets and financial
liabilities, and the extent to which the Branch’s assets are encumbered and so not available as potential collateral for
obtaining funding.

- Monitoring the Branch’s liquidity through the Net Stable Funding Ratio (statutory minimum is currently 100%) and
Liquidity Coverage Ratio using a stock approach. Also, monitoring the Branch’s liquidity through the Statutory Liquid
Assets Ratio (statutory minimum is currently 20%) has been carried out until 15.06.2024.

- Effecting threshold limits relevant for liquidity management as part of the overall risk limits system of the Branch.

- Carrying a portfolio of highly liquid assets, diversified by currency and maturity.

Liquidity risk stress testing

DB Colombo is fully integrated into the Group’s liquidity risk management framework, and as such performs liquidity
stress tests on a regular basis. The stress test framework is derived from DB’s global stress testing framework, and
adjusted to cover local market peculiarities, where necessary.

Liquidity stress test results are computed by Liquidity and Treasury Reporting and Analysis (LTRA) team. Stress models
and parameters are adjusted to cover local market and product specifications, which are reviewed and validated by
APAC Liquidity Risk Management (LRM) in its capacity as an independent risk unit, and approved at the local ALCO.

Stress tests results are discussed regularly in the local ALCO, where local Branch Management Board (BMB) members
are also members of ALCO. Liquidity stress testing models (including all applicable assumptions) are reviewed regularly
to ensure that all stress parameters are sufficiently severe and remain relevant to DB Colombo. Any changes in liquidity
stress tcstimg-maddszfa_:g:umptions are subject to ALCO and APAC LRM (Liquidity Risk Management) team’s approval
priop 0 the 'i‘mp-]'!:n%‘c;ﬁatigi__
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43. FINANCIAL RISK REVIEW (Contd...)
43.1.2  Liquidity Risk (Contd...)

43.1.2.3 Exposure to liquidity risk — Regulatory liquidity

Minimum Requirement Actual
As at 31 December 2025 2024 2025 2024
Exposure to liquidity risk — Regulatory liquidity
Liquidity Coverage Ratio (LCR)
- All Currency 100% 100% 644% 348%
- Rupee 100% 100% 921% 574%
Net Stable Funding Ratio (NSFR) 100% 100% 177% 211%

Details of the reported LAR of liquid assets to external liabilities of the Domestic Banking Unit (DBU) and the Off-shore Banking
Centre (OBC) as at reporting dates are as follows:

Key measures of liquidity 2025 2024
Net loans to total assets 35% 34%
Loans to customer deposits 68% 73%
High Quality Liquid Assets (HQLA) to short term liabilities 55% 32%
Commitments to Liquid assets 129% 259%

43.1.2.4 Liquidity reserves

The following table sets out the components of the Branch’s liquidity reserves

As at 31 December 2025 2024
Carrying value Fair value Carrying value Fair value
Rs. Rs. Rs. Rs.
Cash and cash equivalents 138,524,439 138,524,439 179,543,267 179,543,267
Balances with Central Bank 15,894,275,619 15,894,275,619 11,635,293,329  11,635,293,329
Placements with banks 5,573,894,238 5,573,894,238 28,743,709,323  28,743,709,323
Unencumbered debt securities issued by
sovereigns
- Financial assets measured at fair value 10,416,836,311 10,416,836,311 - -
through profit or loss (FVTPL)
- Financial assets measured at fair value 42,338,984 42,338,984 42,338,984 42,338,984
through other comprehensive income (FVOCTI)
Total liquidity reserves 32,065,869,591 32,065,869,591 40,600,884,903  40,600,884,903

The Branch’s expected cash flows on some financial assets and financial liabilities vary significantly from the contractual cash
flows. The principal differences are as follows:

- demand deposits from customers are expected to remain stable or increase;
- unrecognised loan commitments are not all expected to be drawn down immediately.
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43.

43.1.2

43.1.2.5

FINANCIAL RISK REVIEW (Contd...)
Liquidity Risk (Contd...)

Maturity analysis for financial assets & liabilities

The following tables set out the remaining contractual maturities of financial assets & liabilities of the Branch.

As at 31 December 2025

Financial assets by type
Cash and balances with banks
Balances with Central Bank
Placements with banks

Financial assets measured at fair value through profit or loss (FVTPL)
Group balances receivables

Financial assets at amortized cost - Loans and advances to customers
Financial assets measured at fair value through other comprehensive income (FVOCI)

Other assets

Derivative financial instruments

Financial liability by type

Due to Branches
Financial liabilities at amortized cost - Due to Depositors
Other liabilities

Group Balance Payable

Derivative financial instruments

s

ms !

amomc smoans  timowns  03vers 3wSyars VOCM e

Rs. Rs. Rs. Rs. Rs. Rs. Rs.
138,533,614 138,533,614 - - - - 138,533,614
15,894,275,619  15,894,275,619 - - - - 15,894,275,619
5,573,894,238 5,573,894,238 - - - - 5,573,894,238
10,416,836,311  10,416,836,311 - - - - 10,416,836,311
17,222,948,920  16,994,929,425 - 228,019,495 - - 17,222,948,920
27,093,402,374  26,763,338,821 200,143,297 81,365,176 28,738,814 19,816,266  27,093,402,374
42,338,984 - - - - 42,338,984 42,338,984
389,117,827 389,117,827 - - - - 389,117,827
258,894,498 258,894,498 - - - - 258,894,498
77,030,242,385  76,429,820,353 200,143,297 309,384,671 28,738,814 62,155,250  77,030,242,385
1,859,587,465 1,859,587,465 - - - - 1,859,587,465
39,584,575,804  39,580,463,186 4,112,618 - - - 39,584,575,804
241,384,979 9,878,271 26,944,431 72,767,560 94,380,685 37,414,032 241,384,979
4,964,817,687 1,129,458,468  3,835,359,219 - - - 4,964,817,687
167,101,751 167,101,751 - - - - 167,101,751
46,817,467,686  42,746,489,142  3,866,416,268 72,767,560 94,380,685 37,414,032 46,817 467,686
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43. FINANCIAL RISK REVIEW (Contd...)
43.1.2  Liquidity Risk (Contd...)
43.1.2.5 Maturity analysis for financial assets & liabilities (Contd...)

The following tables set out the remaining contractual maturities of Financial Assets & Liabilities of the Branch.

Up to 3to More than
As at 31 December 2024 3 months 12 months 1to3 years 3 toS5 years 5 years Total
Rs. Rs. Rs. Rs. Rs. Rs.

Financial assets by type

Cash and balances with banks 179,543,763 - - B - 179,543,763
Balances with Central Bank 11,635,293,329 - - - - 11,635,293,329
Placements with banks 28,743,709,323 - - - - 28,743,709,323
Group balances receivables 968,158,572 - 209,767,064 - - 1,177,925,636
Financial assets at amortized cost - Loans and advances to customers 21,695,733,868 30,986,104 77,093,987 32,470,464 33,325,411  21,869,609,834
Financial assets measured at fair value through other comprehensive income (FVOCI) . - = - - 42,338,984 42,338,984
Other assets 310,860,625 - - - - 310,860,625
Derivative financial instruments 131,660,218 - - - - 131,660,218
63,664,959,698 30,986,104 286,861,051 32,470,464 75,664,395  64,090,941,712
Financial liability by type
Due to Branches 1,464,608,821 - - - - 1,464,608,821
Financial liabilities at amortized cost - Due to Depositors 29,729,028,244 303,779,877 - - - 30,032,808,121
Other liabilities 9,336,882 23,267,633 70,005,338 82,007,697 87,860,640 272,478,190
Group Balance Payable 6,536,842 3,867,846,761 . - - 3,874,383,603
Derivative financial instruments 26,919,385 - - - - 26,919,385

31,236,430,174 4,194,894,271 70,005,338 82,007,697 87,860,640 _35,671,198,120
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43, FINANCIAL RISK REVIEW (Contd...)

43.1.2
43.1.2.6

Liquidity Risk (Contd...)

Maturity analysis for financial assets & liabilities

The following table shows the expected undiscounted cash flows for financial assets and financial liabilities of the Branch.

As at 31 December 2025

Financial assets by type
Cash and balances with banks

Balances with Central Bank
Placements with Banks

Financial assets measured at fair value through profit or loss (FVTPL)

Financial assets at amortized cost - Loans and advances to customers
Financial assets measured at fair value through other comprehensive
income (FVOCI)

Group Balances Receivables

Other assets

Derivative financial instruments

Financial liability by type

Due to Branches

Financial liabilities at amortized cost - Due to Depositors
Other liabilities

Group Balance Payable

Derivative financial instruments

Up to 3to More than

3 months 12 months 1 to 3 years 3 to 5 years 5 years Total
138,533,614 - - - - 138,533,614
15,894,275,619 - - - - 15,894,275,619
5,574,448,475 - - - - 5,574,448,475
10,416,836,311 - - - - 10,416,836,311
26,835,923,814 205,227,019 85,228,257 37,470,074 28,729,344  27,192,578,508
- - - - 42,338,984 42,338,984
16,994,929,425 - 228,019,495 - - 17,222,948,920
389,117,827 - - - - 389,117,827
258,894,498 - - - - 258,894,498
76,502,959,583 205,227,019 313,247,752 37,470,074 71,068,328  77,129,972,757
1,860,615,507 - - - - 1,860,615,507
39,602,236,273 4,165,330 - - - 39,606,401,603
15,716,856 43,185,984 106,389,244 111,872,952 38,809,192 315,974,228
1,129,458,468  3,835,359,219 - - - 4,964,817,687
167,101,751 B - - - 167,101,751
42,775,128,855  3,882,710,533 106,389,244 111,872,952 38,809,192  46,914,910,775
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43.

43.1.2

43.1.2.5.1

FINANCIAL RISK REVIEW (Contd...)
Liquidity Risk (Contd...)

Maturity analysis for financial assets & liabilities (Contd...)

The following table shows the expected undiscounted cash flows for financial assets and financial liabilities of the Branch.

As at 31 December 2024

Financial assets by type

Cash and balances with banks
Balances with Central Bank

Placements with Banks
Financial assets at amortized cost - Loans and advances to customers

Financial assets at amortized cost - Debt and other instruments

Financial assets measured at fair value through other comprehensive income
Group Balances Receivables

Other assets

Derivative financial instruments

Financial liability by type

Due to Branches

Financial liabilities at amortized cost - Due to Depositors
Other liabilities

Group Balance Payable

Derivative financial instruments

Up to 3to More than
3 months 12 months 1 to 3 years 3 to 5 years 5 years Total
Rs. Rs. Rs. Rs. Rs. Rs.
179,543,763 - - - - 179,543,763
11,635,293,329 - - - - 11,635,293,329
28,747,011,070 - - - - 28,747,011,070
21,823,966,510 31,403,806 78,759,805 40,943,321 49,222,819 Nmuowa,mcob.ﬂ
- - - - 42,338,984 42,338,984
968,158,572 - 209,767,064 - - 1,177,925,636
310,860,625 - - - - 310,860,625
131,660,218 - - - - 131,660,218
63,796,494,087 31,403,806 288,526,869 40,943,321 91,561.803 64,248,929,886
1,464,853,085 - - - - 1,464,853,085
29,737,111,188 309,971,332 - - - 30,047,082,519
15,935,514 41,964,301 110,643,500 108,124,876 95,694,548 372,362,739
6,536,842 3,867,846,761 - - - 3,874,383,603
26,919,385 - - - - 26,919,385
31,251,356,014 4,219,782,394 110,643,500 108,124,876 95,694,548 35,785,601,331
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43.

43.1.2

FINANCIAL RISK REVIEW (Contd...)

Liquidity Risk (Contd...)

43.1.2.6 Financial Assets Available to Support Future Funding

The table below sets out the availability of the Branch’s Financial Assets to support future funding:

As at 31 December

Financial Assets

Cash and balances with banks

Balances with Central Bank

Placements with banks

Placements with branches

Derivative financial Instruments

Financial assets at amortized cost - Loans and advances
to customers

Financial assets measured at fair value through other
comprehensive income (FVOCI)

Financial assets measured at fair value through profit or
loss (FVTPL)

Group balance receivable

Other Assets

Total Financial Assets

Financial Assets Pledged as Collateral

No financial assets have been pledged as collateral as at the reporting date (2025: NIL).

-
2025 2024
Encumbered/ Unencumbered/ Encumbered/ Unencumbered/
Pledged as Available as Total Pledged as Available as Total
Collateral collateral Collateral Collateral
Rs. Rs. Rs. Rs. Rs. Rs.

- 138,533,614 138,533,614 - 179,543,763 179,543,763
- 15,894,275,619 15,894,275,619 - 11,635,293,329 11,635,293,329
- 5,573,894,238 5,573,894,238 - 28,743,709,323 28,743,709,323
- 258,894,498 258,894,498 - 131,660,218 131,660,218

27,093,402,374

27,093,402,374

21,869,609,834

21,869,609,834

- 42,338,984 42,338,984 - 42,338,984 42,338,984
- 10,416,836,311 10,416,836,311 - - -

- 17,222,948,920 17,222,948,920 - 1,177,925,636 1,177,925,636
- 389,117,827 389,117,827 - 310,860,625 310,860,625
- 77,030,242,385 77.030,242,385 - 64.090,941,712 64,090,941,712
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43.

43.1.3

43.1.3.1

43.1.3.2

FINANCIAL RISK REVIEW (Contd...)
Market and Valuation Risk

Market and Valuation Risk arises from the uncertainty concerning changes in market prices and rates (e.g. interest rates,
equity prices, FX rates, and commodity prices), the correlations among them and their levels of volatility.

Market & Valuation Risk Management (MVRM) categorises risks also from the product level. The above Risk Types
therefore comprise both traded and non-traded positions. Thus DB also distinguishes between:

Traded market risk Trading market risk arises primarily through the market-making and client facilitation activities
of the Investment Bank and Corporate Bank divisions. This involves taking positions in debt,
equity, foreign exchange, other securities and commodities as well as in equivalent derivatives.

Non traded market Nontrading market risk arises from market movements, primarily outside the activities of our

risk trading units, in our banking book and from off-balance sheet items. This includes interest rate
risk, credit spread risk, investment risk and foreign exchange risk as well as market risk arising
from our pension schemes, guaranteed funds and equity compensation. Nontrading market risk
also includes risk from the modelling of client deposits as well as savings and loan products.

Traded default risk  Traded default risk arising from defaults and rating migrations relating to trading instruments.

Interest Rate Risk in Interest Rate Risk in the Banking Book (IRRBB) is the risk from changes in interest rates arising
the Banking Book from banking book positions and its corresponding hedges.

Market Risk Mitigation

It is the responsibility of each trading desk and business unit to manage their risk exposures, adhere to the approved
exposure limits and hence to mitigate market risks appropriately. This can be achieved by using different hedging
techniques to reduce relevant exposure. The ultimate responsibility for implementing any required hedging strategy lies
with individual business unit management or, in the case of macro-hedges, with central management. Market Risk
Management (MRM) can undertake a review of the hedging strategies that are put in place in order to ensure that the
risks of the underlying exposures and the hedging positions are fully understood and adequately represented in the
systems.

Market risk stress testing

Market Risk stress testing evaluates the potential effects of extreme market events and extreme movements in individual
risk factors. The scenario-based approach in stress testing is complementary to the statistical model approaches used for
VaR calculations. Market & Valuation Risk management performs several types of stress testing to capture the variety of
risks: individual business-level stress tests, Portfolio Stress Testing (PST) and Event Risk Scenarios (ERS). Market Risk
EC models are based on a scaled Stressed VaR framework that takes into account a calibration of model inputs that are
already based on historical data from a continuous 12-month period of significant financial stress.
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43.

43.1.3

FINANCIAL RISK REVIEW (Contd...)

Market Risk (Contd...)

The Branch employs a range of tools to monitor and limit market risk exposures. These are discussed below, separately for

trading and non-trading portfolios.

The following table sets out the allocation of assets and liabilities subject to market risk between trading and non-trading

portfolios.

As at 31 December 2025
Assets subject to market risk

Cash and balances with banks

Balances with Central Bank

Placements with banks

Placements with branches

Derivative Financial Assets

Financial assets at amortized cost - Loans and advances to
customers

Financial assets measured at fair value through other
comprehensive income (FVOCI)

Financial assets measured at fair value through profit or loss

(FVTPL)
Group balance receivable

Liabilities subject to market risk

Due to Branches

Derivative financial instruments

Financial liabilities at amortized cost - Due to Depositors
Group Balance Payable

As at 31 December 2024

Assets subject to market risk

Cash and balances with banks

Balances with Central Bank of Sri Lanka

Placements with Banks

Placements with Branches

Derivative Financial Assets

Financial assets at amortized cost - Loans and advances to
customers

Financial assets measured at fair value through other
comprehensive income (FVOCI)

Group balance receivable

Liabilities subject to market risk

Due to Branches

Derivative financial instruments

Financial liabilities at amortized cost - Due to Depositors
Group Balance Payable
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Market risk measure

C :
arrying Trading Non-trading
amount .
portfolio portfolio
Rs. Rs. Rs.
138,533,614 - 138,533,614
15,894,275,619 - 15,894,275,619
5,573,894,238 - 5,573,894,238
258,894,498 258,894,498 -
27,093,402,374 - 27,093,402,374
42,338,984 - 42,338,984
10,416,836,311  10,416,836,311 -
17,222,948,920 - 17,222,948,920
76,641,124,558  10,675,730,809 65,965,393,749

1,859,587,465 - 1,859,587,465
167,101,751 167,101,751 E
39,584,575,804 - 39,584,575,804
4,964,817,687 - 4,964,817,687
46,576,082,707 167,101,751 46,408,980,956
179,543,763 - 179,543,763
11,635,293,329 - 11,635,293,329
28,743,709,323 - 28,743,709,323
131,660,218 131,660,218

21,869,609,834

21,869,609,834

42,338,984 - 42,338,984
1,177,925,636 - 1,177,925,636
63,780,081,087 131,660,218  63,648,420,869

1,464,608,821

1,464,608,821

26,919,385 26,919,385 -
30,032,808,121 - 30,032,808,121
3,874,383,603 - 3,874,383,603
35,398,719,930 26,919,385  35,371,800,545
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43.

43.1.3

43.1.3.4

FINANCIAL RISK REVIEW (Contd...)
Market Risk (Contd...)

Interest rate risk

The following is a summary of the Branch’s interest rate gap position. The interest rate repricing gap table analyses the full-term structure of interest rate mismatches within the Branch’s balance sheet based on either (i) the next
repricing date or the maturity date if floating rate or (ii) the maturity date if fixed rate.

As at 31 December 2025

Financial Assets

Cash and balances with banks

Balances with Central Bank

Placements with banks

Financial assets measured at fair value through profit or loss (FVTPL)
Financial assets at amortized cost - Loans and advances to customers

Financial assets measured at fair value through other comprehensive income
(FVOCI)

Total Financial Assets

Financial Liabilities

Due to branches

Financial liabilities at amortized cost - Due to depositors
Total Financial Liabilities

Interest rate sensitivity gap

1% increase

1% decrease

As at 31 December 2024

Financial Assets

Cash and balances with banks

Balances with Central Bank

Placements with banks

Financial assets at amortized cost - Loans and advances to customers
Financial assets measured at fair value through other comprehensive income
(FVOCI)

Total Financial Assets

Financial Liabilities

Due to Branches

Financial liabilities at amortized cost - Due to depositors

Total Financial Liabilities

Interest rate sensitivity ga

.JA
ST

Saur
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Carrying Amount 3 MM:”M; 12 _“o_”:.u 1to3years 3 to5 years ﬂoﬁ“ﬂs: Non-Sensitive Total
Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
138,533,614 138,533,614 - - - - - 138,533,614
15,894,275,619 15,253,037,431 - - - - 641,238,188 15,894,275,619
5,573,894,238 5,573,894,238 - - - - - 5,573,894,238
10,416,836,311 10,416,836,311 - - - - - 10,416,836,311
27,093,402,374 26,798,553,882 190,070,948 62,212,861 25,611,147 16,953,536 - 27,093,402,374
42,338,984 - - - - - 42,338,984 42,338,984
59,159,281,140 58,180,855,476 190,070,948 62,212,861 25,611,147 16,953,536 683,577,172 59,159,281,140
1,859,587,465 1,859,587,465 - - - - - 1,859,587,465
39,584,575,804 17,985,246,853 4,112,618 - - - 21,595,216,333 39,584,575,804
41,444,163,269 19,844,834,318 4,112,618 - - - 21,595,216,333 41,444,163,269
17,715,117,871 38,336,021,158 185,958,330 62,212,861 25,611,147 16,953,536 (20,911,639,161) 17,715,117,871
177,151,179 383,360,212 1,859,583 622,129 256,111 169,535 563,418,749
(177,151,179) (383,360,212) (1,859,583) (622,129) (256,111) (169,535) (563,418,749)
179,543,763 93,029,529 - - - - 86,514,234 179,543,763
11,635,293,329 11,102,287,087 - - - - 533,006,242 11,635,293,329
28,743,709,323 28,743,709,323 - - - - - 28,743,709,323
21,869,609,834 21,693,327,814 23,924,998 59,659,642 17,264,665 75,432,715 - 21,869,609,834
42,338,984 - - - - - 42,338,984 42,338,984
62,470,495,233 61,632,353,753 23,924,998 59,659,642 17,264,665 75,432,715 661,859,460 62,470,495,233
1,464,608,821 1,464,608,821 - E - - - 1,464,608,821
30,032,808,121 13,181,762,949 303,779,877 - - - 16,547,265,296 30,032,808,121
31,497,416,942 14,646,371,770 303,779.877 - - - 16,547,265,296 31,497 416,942
30,973,078,291 46,985,981,983 (279,854,879) 59,659,642 17,264,665 75,432,715 (15,885,405,836) 30,973,078,291
309,730,783 469,859,820 (2,798,549) 596,596 172,647 754,327 778,315,624
(309,730,783) (469,859,820) 2,798,549 (596,596) (172,647) (754,327) (778,315,624)
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43.

43.1.4

43.1.4.1

FINANCIAL RISK REVIEW (Contd...)
Macroeconomic and market conditions
Global Economy

Global growth is expected to slow from 3.3 percent in 2024 to 3.2 percent in 2025, and further to 3.1 percent in 2026. On a fourth-
quarter to fourth-quarter basis, growth is anticipated to decrease from 3.6 percent in 2024 to 2.6 percent in 2025, before rebounding
to 3.3 percent in 2026. Nevertheless, it is anticipated that global growth in the medium term will remain below the averages
observed prior to the pandemic. At market exchange rates, global output is forecasted to increase by 2.6 percent in both 2025 and
2026, down from 2.8 percent in 2024.

The global inflation forecast for 2026 indicates a general trend towards easing, although notable disparities remain between
advanced and emerging economies. Many countries are expected to achieve their inflation targets, while others, particularly those
facing economic instability, may continue to experience high inflation rates.

Based on the baseline, global headline inflation is anticipated to decline to 4.2 percent in 2025, with the International Monetary
Fund (IMF) forecasting a further drop to 3.6% in 2026, reflecting a decrease from the elevated rates seen in previous years. This
decline signifies a reduction in price pressures, particularly within the energy and goods sectors. This path closely aligns with
earlier forecasts, although variations exist among different countries and regions. As per the IMF’s World Economic Outlook
(WEO) - October 2025, inflation forecasts have been revised upward in several economies compared to the October 2024 WEO,
which serves as a reference point before policy adjustments. Among advanced economies, the United Kingdom and the United
States are highlighted as the most prominent examples.

Geopolitical risks remain a major concern. In 2026, these risks are marked by considerable uncertainty, largely influenced by the
political climate in the U.S., competition for resources, and the changing dynamics of key powers like China and Russia. As
nations vie for limited resources, especially in energy and technology, it is anticipated that geopolitical tensions will escalate. The
struggle for essential minerals and energy supplies will become more pronounced, impacting global supply chains and international
relations.

The United States is experiencing a major political shift, with President Donald Trump seeking to eliminate constraints on his
authority. Simultaneously, China is establishing itself as a key player in the global economic arena, especially regarding technology
and infrastructure. This transformation may foster heightened rivalry with the U.S. and reshape the geopolitical environment,
particularly in emerging markets that might prefer Chinese investment over American alternatives. Europe is contending with
populist movements and political volatility in significant nations such as France, Germany, and the U.K., which may impair its
capacity to address security threats and economic difficulties, especially amid ongoing tensions with Russia. Continuing conflicts,
like the war in Ukraine and tensions throughout the Middle East, are likely to keep presenting challenges. The potential for
escalation in these areas stays elevated, influencing global security and economic stability.

Central banks across significant jurisdictions are anticipated to follow varying trajectories in their policy rate decisions, which
reflect the differing levels of inflationary pressures. In the United States, the federal funds rate is expected to decrease along a
slightly more accelerated path than previously forecasted in the April World Economic Outlook (WEO), falling to a range of
3.50-3.75 percent by the end of 2025, while still achieving its terminal range of 2.75-3.0 percent around the conclusion of 2028.
In the euro area, policy rates are projected to remain stable at 2 percent, which aligns closely with the projections made in April. In
Japan, policy rates are anticipated to be increased, following a trajectory similar to that assumed in April, gradually advancing over
the medium term towards a neutral level of approximately 1.5 percent, in line with the objective of maintaining inflation and
inflation expectations anchored at the Bank of Japan’s 2 percent target.

According to Asian Development Bank, The US growth forecasts remain at 1.7% for 2025 and 1.8% for 2026, as persistent
inflation and policy uncertainty continue to impact domestic demand. The government shutdown, which lasted 43 days from
October 1 to November 13, 2025, marked the longest in history and delayed data releases, complicating policy decisions and
increasing uncertainty in US policy. With inflation staying above the target, the Fed is anticipated to ease less than what the
markets expect, which will support the US dollar while diminishing export competitiveness. At the same time, a surge in
investment in Al-related infrastructure is expected to partially counterbalance the weak demand. The growth forecast for the euro
area remains steady at 1.2% for both 2025 and 2026, bolstered by increasing real wages and low unemployment rates. In 2026, low
interest rates and expansionary fiscal policies are projected to foster economic activity. Japan's growth outlook is unchanged at
1.1% for 2025 and 0.6% for 2026. The new government's expansionary fiscal policies are expected to bolster near-term growth,
a\llhml s continue to pose challenges. The recent depreciation of the yen, which may increase imported cost
preSsties. along witlrsiot@-than-anticipated monetary policy tightening, has led to an upward revision of the inflation forecast for
cnastered )
o poounEa® o
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43.

43.1.4.1

43.1.4.2

43.1.4.3

_~FeYERU m_qu,h

/ N n,ma_mcd gen *rall-}’ stable. with a slight depreciation noted at the year's end. Additionally, Sri Lanka reported a Balance of

FINANCIAL RISK REVIEW (Contd...)
Global Economy (Contd...)

The US dollar is not considered 'finished' by 2026; however, it exhibits greater vulnerability compared to the previous
hiking cycle. To provide context, as the US dollar approaches the year 2026, it is caught between two opposing forces
that pull vigorously in conflicting directions. On one side, the Federal Reserve has begun to cut interest rates, prompting
active discussions in the markets regarding how many additional cuts may follow. Furthermore, the depreciation of the
dollar is reflected in rising gold prices. On the opposing side, the dollar remains the principal trading currency and reserve
currency globally, and this underlying demand does not dissipate rapidly. According to the International Monetary Fund's
reserve data, the dollar constituted approximately 56.92% of global foreign exchange reserves in the third quarter of
2025, while the Bank for International Settlements (BIS) indicates that the dollar represented roughly 89.2% of global
foreign exchange transactions in April 2025.

A straightforward benchmark is represented by the US Dollar Index (DXY), which measures the dollar's value against six
major currencies and is significantly impacted by the EUR/USD exchange rate due to the euro making up 57.6% of the
index's basket. As of December 22, 2025, the DXY is positioned around 98.6, which is significantly below its 52-week
high of 110.2 and only slightly above its 52-week low of approximately 96.2.

Asian Economy

The Asian Development Bank has revised the growth forecast for economies in developing Asia and the Pacific
(developing Asia) for 2025 and it has been increased by 0.3 percentage points from September, now standing at 5.1%.
This adjustment is attributed to stronger-than-anticipated growth in India, fueled by robust domestic consumption and
solid export performance from the region’s high-income technology-exporting economies.

Additionally, the growth forecast for 2026 has also been revised upward by 0.1 percentage points, due to diminished trade
uncertainty following the finalization of several trade agreements. Nevertheless, regional growth is projected to decelerate
to 4.6% next year, impacted by elevated US tariffs and a slowdown in global economic activity.

Inflation in developing Asia is anticipated to further decrease to 1.6% in 2025, down from the 1.7% forecasted in
September, primarily due to lower-than-expected food inflation in India. The inflation forecast for 2026 remains steady at
2.1%.

Continued tariff disputes, trade policy uncertainties, and increased volatility in financial markets pose significant risks.
Additionally, geopolitical tensions, along with the fragility of the People's Republic of China's (PRC) property market,
may exert downward pressure on the growth outlook for the region.

Sri Lankan Economy

The Sri Lankan economy had exceeded expectations for most of 2025, bolstered by macro-stabilization and reform
initiatives, largely due to the technical and financial support from the IMF and other multilateral organizations. However,
cyclone Ditwah, which hit in late November 2025, dealt a significant setback to the recovery efforts, negatively impacting
the outlook for 2026 and reviving numerous macroeconomic uncertainties. According to a Global Rapid Post-Disaster
Damage Estimation (GRADE) report from the World Bank Group, cyclone Ditwah, which made landfall in Sri Lanka on
28 November 2025, resulted in an estimated USD 4.1 billion (4% of GDP) in direct damage to physical infrastructure, as
reported in December 2025.

Nevertheless, in December 2025, Sri Lanka's economy continued to exhibit signs of recovery, achieving a year-on-year
GDP growth rate of 5.4%. The agriculture sector experienced a growth of 3.6%, industrial output increased by 8.1%, and
the services sector expanded by 3.5%. In spite of the difficulties brought on by Cyclone Ditwah, which resulted in
considerable damage and loss of life, the economy succeeded in maintaining a positive growth trajectory. Government
a record high, demonstrating enhanced fiscal discipline and sustainable debt management. The rupee
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FINANCIAL RISK REVIEW (Contd...)
Sri Lankan Economy (Contd...)

However, as reported in the World Bank press release dated December 22, the cyclone, one of the most severe and
damaging in Sri Lanka's recent past, has had a profound impact on nearly 2 million individuals and 500,000 families
across all 25 districts (with human casualties estimated at approximately 639), particularly affecting the central
province the most. In comparison, the Asian Tsunami of 2004 resulted in the loss of at least 46,000 lives. The ultimate
assessment of damages may indeed exceed the preliminary estimates currently available.

The physical infrastructure, which includes roads, bridges, railways, and water supply systems, represented the largest
portion of the damage (42% of the total), amounting to an estimated USD 1.735 billion. Damages to residential
buildings are estimated to be around USD 985 million (24% of the total). The agricultural sector faced an estimated
loss of USD 814 million (20% of the total), while non-residential structures, such as schools, healthcare facilities,
businesses, and large industrial plants, accounted for an estimated USD 562 million (14% of the total) in damages.

Inflation remained low — even deflationary at times — while interest rates eased to the 8-9% range (AWPLR),
supporting credit growth without destabilising prices. The rupee was broadly stable most of the year, with a modest
depreciation toward the end due to vehicle imports and the cyclone shock.

Cyclone Ditwah caused significant human and economic devastation. Estimates indicate that the costs for rebuilding
could approach $5 billion. However, within this disaster lies a unique opportunity for a new generation: to reconstruct
in a way that is better — more robust, safer, and more efficient. The impact of Cyclone Ditwah indicates that Sri Lanka
is likely to encounter a more precarious economic situation in 2026 than what was forecasted in the November Budget.
Achieving the 7% growth target appears unlikely due to severely affected agriculture, compromised infrastructure,
interrupted tea and garment exports, heightened import requirements, and the need for Budget adjustments to cover
reconstruction expenses. The country had announced its 2026 budget in early November, targeting a budget deficit of
5.1% of GDP and a primary surplus of 2.5% of GDP. However, following the cyclone, total expenditure is projected to
rise from 20.5% to 22.0% of GDP, with capital expenditure expected to increase from 4.0% of GDP.

The Government currently possesses approximately Rs. 1.2 trillion in treasury reserves, with around Rs. 500 billion
potentially available for initial deployment. Additional financial resources will be sourced from: re-insurance, donor
contributions, an upcoming international donor conference, and a planned capital expenditure of Rs. 1.5 trillion.
Historically, only a small portion of capital budgets has been utilized. In 2025, the expenditure was about 25%. By
2026, utilization could surpass 80%, providing a stimulus and driving growth beyond 5—6%. Achieving this will
necessitate strict execution discipline — but the potential benefits could be revolutionary.

Our long-held perspective has been that the Sri Lankan rupee would struggle to remain below the 300 mark against the
USD once imports are fully liberalized. Coupled with the central bank's necessity to purchase USD to bolster foreign
exchange reserves, DB anticipate a depreciation towards 310 by 2026. At present, the LKR is trading around 309
against the USD, and DB project it will further decline to 315 by 2027. On a positive note, due to financijal support
from the IMF and the central bank's USD purchases, Gross FX reserves have risen to USD 6.8 billion by the end of
2025, which is largely consistent with the IMF's target of USD 7 billion. We foresee the central bank continuing its
efforts to enhance FX reserves in the coming years, which, along with an increasing current account deficit, is likely to
keep the rupee on a slightly depreciating trajectory. The IMF has cautioned that cyclone Diwah could potentially
expand the balance of payments (BOP) deficit by approximately USD 700 million in 2026.

This situation underscores that Sri Lanka, burdened by debt, remains susceptible to external shocks, making the path to
recovery fraught with challenges. However, even amid difficult domestic and global economic conditions, well-
designed public policies can foster a nation’s growth trajectory and enhance the well-being of its citizens.
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FINANCIAL RISK REVIEW (Contd...)
Liquidity and funding risks

The Branch prioritized liquidity by ensuring it held sufficient funds beyond the minimum requirements set by the
Central Bank of Sri Lanka (CBSL) to satisfy both regulatory and customer needs. As of December 31, 2025, the
Statutory Reserve Requirement, as outlined in Section 93 of the Monetary Law Act, was 2.0% (2024 - 2.0%) of the
Rupee liabilities of the Domestic Banking Unit. Notably, there is no reserve requirement for the foreign currency
deposit liabilities of the Domestic Banking Unit.

To effectively manage liquidity risk, the Branch's Asset and Liability Management Policy incorporates internal control
processes and contingency strategies. This includes evaluating anticipated cash flows and assessing the availability of
liquid assets that can be utilized when required.

Risk management policies, procedures, and methods as well as operational risks

Deutsche Bank has devoted significant resources to develop its risk management policies, procedures and methods,
including with respect to market, credit, liquidity, operational as well as reputational and model risk. However, the
bank may not be fully effective in mitigating its risk exposures in all economic or market environments or against all
types of risk, including risks that the bank fails to identify or anticipate. Where the Group uses models to calculate risk-
weighted assets for regulatory purposes, potential deficiencies may also lead regulators to impose a recalibration of
input parameters or a complete review of the model.

Nonetheless, the risk management techniques and strategies have not been and may in the future not be fully effective
in mitigating the bank’s risk exposure in all economic market environments or against all types of risk, including risks
that it fails to identify or anticipate. Some of the bank’s quantitative tools and metrics for managing risk are based upon
its use of observed historical market behavior. The bank applies statistical and other tools to these observations to
arrive at quantifications of its risk exposures. In a financial crisis, the financial markets may experience extreme levels
of volatility (rapid changes in price direction) and the breakdown of historically observed correlations (the extent to
which prices move in tandem) across asset classes, compounded by extremely limited liquidity. In such a volatile
market environment, the bank’s risk management tools and metrics may fail to predict important risk exposures.

In addition, Deutsche Bank’s quantitative modeling does not take all risks into account and makes numerous
assumptions regarding the overall environment, which may not be borne out by events. As a result, risk exposures have
arisen and could continue to arise from factors the bank did not anticipate or correctly evaluate in its models. This has
limited and could continue to limit the bank’s ability to manage its risks especially in light of geopolitical
developments, many of the outcomes of which are currently unforeseeable. The bank’s losses thus have been and may
in the future be significantly greater than the historical measures indicate. In addition, the bank’s more qualitative
approach to managing those risks not taken into account by the quantitative methods could also prove insufficient,
exposing the bank to material unanticipated losses. Also, if existing or potential customers or counterparties believe its
risk management is inadequate, they could take their business elsewhere or seek to limit their transactions with the
bank. This could harm the bank’s reputation as well as its revenues and profits.

To effectively address the financial and non-financial risks arising from unforeseen events and potential economic and
social crises within the country, the Branch is implementing specialized governance frameworks, which encompass
both Global and Regional Crisis Management. Furthermore, where applicable, supplementary controls and processes
have been instituted, including enhanced reporting mechanisms to keep pertinent senior stakeholders informed. We
anticipate that 2026 will present significant challenges in terms of risk management.
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43.1.4.6

43.1.4.7

FINANCIAL RISK REVIEW (Contd...)
Impact on Impairment

Management concluded that the standard methodology was inadequate for predicting future credit losses, as it focused too
heavily on short-term trends. In light of regulatory guidance, Management decided that the most effective method for
estimating expected credit losses in 2025 involved decreasing the emphasis on certain short-term data and utilizing adjusted
inputs derived from longer-term averages. Consequently, the Branch deemed it more suitable to implement a local economic
factory adjustment to regional expected impairments, ensuring that its ECL provision remained sufficient.

This economic factory adjustment incorporates an average of forecasts for GDP, interest rates, inflation, exchange rates, and
unemployment rates over the next five years for ECL estimation, which serves as the foundation for the bank's year-end 2025
Credit Loss Allowance. The forward-looking data is sourced from a broader consensus and market-implied projections, which
are aggregated, expanded, and quality-assured by Risk Management. The Branch has evaluated the forward-looking indicators
utilized in calculating impairment charges and has determined that these indicators are appropriate given the Branch's credit
portfolio and overall risk profile.

Sustainable Finance

Deutsche Bank continues to focus on sustainability throughout the bank has seen opportunities for growth in this space across
all the bank’s core businesses as clients” response to climate change gains further traction. Given strong client appetite, DB
continue to see sustainable finance as a key opportunity and area of investment. As part of the broader effort to develop a
strategy to manage climate risk, the bank sees opportunities to support clients, for example, in developing credible
decarbonization strategies and support their sustainability-related transactions.

To further accelerate the transition of the economy and in line with the strategy of scaling the Global Hausbank, Deutsche
Bank has updated its target to mobilize € 900 billion in sustainable finance, ESG investments, and transition finance by the
end of 2030. This figure includes € 471 billion already achieved in sustainable finance and ESG investments from January
2020 through the end of 2025. The increased target reflects the bank’s dedication to supporting client transition and resilience
through delivering financial solutions that create lasting value for people, planet, and prosperity.

The new target includes sustainable finance (financing of pure-play ecological or social sustainable activities or companies)
and transition finance (financing of activities required on a credible path towards net zero as well as sustainability-linked
solutions). The classification of sustainable finance and transition finance transactions is documented in the Group
Sustainable finance and ESG Investments frameworks as well as in the new Transition Finance framework and published on
Deutsche Bank’s website.

Environmental , Social and governance risk

The impact of rising global temperature and associated policy, technology and behavioral changes required to limit global
warming to no greater than 1.50c above pre-industrial levels have led to emerging sources of financial and non-financial risk.
These includes the physical risk impacts from extreme weather events, and transaction risk as carbon-intensive sectors are
faces with higher cost, potentially reduced demand and restricted access to financing. More rapid than currently expected
emergence of transition and / or physical climate risks and other environmental risks may lead to increased credit and market
losses as well as operational disruptions due to impacts on vendors and bank’s own operations. Deutsche Bank has integrated
Climate and Environmental risk considerations throughout its risk and control frameworks to ensure that risks are identified,
monitored and managed.

Furthermore, financial institutions are facing increased scrutiny on Climate and ESG-related issues from government,
regulators, shareholders and other bodies (including non-government organizations), leading to reputation risk if the bank is
not seen to support the transaction to a lower carbon economy, to limit nature-related risk such as biodiversity and habitat
loss, and to protect human rights. The increase scrutiny includes more extensive and prescriptive ESG disclosure requirements
such as the Corporate Sustainability Reporting Directive (CSRD). The emergence of significantly diverging ESG regulatory
and / or disclosure standards across the jurisdictions including Sri Lanka could lead to higher cost of compliance and risk of
failing to meet rcqu}gmcal&qt-haub'ﬂlevel and branch level.
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43. FINANCIAL RISK REVIEW (Contd...)

43.1.5 Foreign currency exposure risk

44,

As at 31 December 2025 2024

Rs. Rs.
Net exposure - USD equivalent 42,724,121 18,376,729
Value of position in LKR 13,228,669,589 5,382,543,946
Exchange rate (USD/LKR) as at 31 December 309.63 292.90
Possible potential foreign currency risk to Bank
- If exchange rate (USD/LKR) depreciates by 5% - LKR 661,433,479 269,127,197
- If exchange rate (USD/LKR) depreciates by 10% - LKR 1,322,866,959 538,254,395
- If exchange rate (USD/LKR) depreciates by 25% - LKR 3,307,167,397 1,345,635,987
- If exchange rate (USD/LKR) appreciates by 5% - LKR (661,433,479) (269,127,197)
- If exchange rate (USD/LKR) appreciates by 10% - LKR (1,322,866,959) (538,254,395)

- If exchange rate (USD/LKR) appreciates by 25% - LKR (3,307,167,397)  (1,345,635,987)

CAPITAL ADEQUACY

Capital Adequacy is a measure of the Branch's financial strength expressed as a ratio of its capital to its risk weighted
assets. The Central Branch of Sri Lanka has specified the minimum capital requirements for Branch's, which operate as
a limiting factor on creation of risk-associated assets by Branch. Under this requirement there is a universally accepted
risk measurement framework and minimum capital levels to be maintained by Branch.

The Central Bank of Sri Lanka sets and monitors regulatory capital requirements on both consolidated and solo basis.
The Branch is required to comply with the provisions of the Basel III requirements in respect of regulatory capital
commencing from July 2017. The Branch currently uses the standardised approach for credit risk and market risk and
basic indicator approach for operational risk.

The Basel III capital regulations, which are currently in force, will continue to be based on the three-mutually
reinforcing Pillars introduced under Basel II, minimum capital requirement, supervisory review process and market
discipline. Basel III focuses on increasing the quality and quantity of capital especially the Core Capital, through
redefining the common equity capital and introducing new capital buffers such as the Capital Conservation Buffer and
a Capital Surcharge on domestic systematically important banks. Branch started reporting capital computations under
the Basel III requirements from mid 2017 as per the regulatory requirements.

Regulatory capital comprises Tier 1 capital and Tier 2 capital. The Branch’s policy is to maintain a strong capital base
so as to ensure investor, creditor, and market confidence to sustain future development of the business. The Branch has
complied with the minimum capital requirements imposed by the Central Bank of Sri Lanka throughout the year.
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MATURITY ANALYSIS

Remaining contractual period to maturity, as at the date of Statement of Financial Position is tabulated below:

As at 31 December

Non-derivative assets

Cash and balances with banks
Balances with Central Bank
Placements with banks
Group balances receivables

Financial assets measured at fair value through profit or loss (FVTPL)
Financial assets at amortized cost - Loans and advances to customers

Financial assets at amortized cost — Debt and other instruments

Financial assets measured at fair value through other comprehensive income (FVOCI)
Property, plant and equipment

Deferred tax assets

Other assets

Derivative assets
Derivative financial instruments

Non-derivative liabilities
Due to branches

Financial liabilities at amortized cost - Due to depositors
Retirement Benefit Obligations

Current tax liabilities

Other provisions

Other liabilities

Group balance payable

Derivative liabilities
Derivative financial instruments

Maturity Gap

2025 2024
Within 12 Within 12
Months After 12 Months Total Months After 12 Months Total
Rs. Rs. Rs. Rs. Rs. Rs.
138,524,439 - 138,524,439 179,543,267 - 179,543,267
15,842,969,424 - 15,842,969,424  11,592,098.001 - 11,592,098,001
5,573,876,191 - 5,573,876,191 28,743,634 235 - 28,743,634,235
16,994,929,425 228,019,495  17,222,948,920 968,158,572 209,767,064 1,177,925,636
10,416,836,311 - 10,416,836,311 - - -
26,839,146,799 104,777,544 26,943,924 343 21,656,149,261 142,889,863  21,799,039,124
- 42,338,984 42,338,984 - 42,338,984 42,338,984
- 379,089,910 379,089,910 - 481,916,234 481,916,234
- 167,147,910 167,147,910 - 127,906,914 127,906,914
755,969,356 - 755,969,356 668,358,343 - 668,358,343
258,894,498 - 258,894,498 131,660,218 - 131,660,218
76,821,146,443 921,373,843 77,742,520,286  63.939,601,897 1,004,819,059 64,944 420,956
1,859,587,465 - 1,859,587,465 1,464,608,821 - 1,464,608,821
39,584,575,804 - 39,584,575,804  30,032,808,121 - 30,032,808,121
12,475,377 143,466,837 155,942,214 6,751,266 127,463,214 134,214,480
461,279,528 - 461,279,528 657,546,545 - 657,546,545
1,402,615 - 1,402,615 1,402,615 - 1,402,615
575,763,864 204,562,277 780,326,141 500,203,040 239,873,675 740,076,715
4,964,817,687 - 4,964,817,687 3,874,383,603 - 3,874,383,603
167,101,751 - 167,101,751 26,919,385 - 26,919,385
47,627,004,091 348,029,113 47.975.033.205  36,564,623,396 367,336,889  36,931,960,285
29,194,142 352 573,344,729  29,767,487,081  27,374,978,501 637,482,170  28,012,460,671
29,194,142,352  29,767,487,081 27,374,978,501  28,012.460.671
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48.

49.

49.1

49.1.1

RECONCILIATION OF OPERATING PROFIT BEFORE CHANGES IN OPERATING ASSET AND
LIABILITIES

2025 2024

Rs. Rs.
Profit before income tax 2,110,415,002 3,442,579,232
Dividend income (Note 11) (4,910,450) (4,835,650)
Gain/(Loss) on sale of property, plant and equipment (Note 11) (489,356) -
Provision for defined benefit obligations (Note 13) 24,438,000 20,371,000
Depreciation & amortisation expenses (Note 24) 136,220,088 138,039,712
Impairment charge/(reversal) (Note 12) 104,718,715 58,669,547
Accrual for interst & commision income (3,652,924) (29,887,288)
Accrual for interest expense (8,957,842) 31,594,553
Other accruals & non-cash income/expense 47,807,518 1,427,966,154
Operating profit before changes in operating asset and liabilities 2,405,588.751 5,084,497,260

SUBSEQUENT EVENTS AFTER REPORTING DATE

There are no circumstances that have arisen since the reporting date which would require adjustments to, or disclosure in
the Financial Statements except for the events disclosed in Note 23.2 to the Financial Statements.

CAPITAL COMMITMENTS

There were no material Capital Commitments as at the reporting date, which require disclosures in the Financial
Statements.

LITIGATION AND CLAIMS

Litigation is a common occurrence in the banking industry due to the nature of the business. The Branch has an established
protocol for dealing with such legal claims. The Branch has no pending legal claims which the Branch does not expect cash
outflows from.

Tax assessments against the Branch
Corporate income tax

Year of assessment 2018/2019
Final Return

Branch received a notice of assessment dated on 26 May 2022 for tax credit issues. Branch submitted a valid appeal stating
that the total tax credits should be given in full. Successfully obtained the Decision of Administrative Review for the Year
of Assessment (Y/A) 2018/2019 with the refund amount of 240,420,892, The refund notice is in process.

Year of assessment 2019/2020
Final Return

Branch received a notice of assessment dated on 31 May 2023 for tax credit issues. Branch submitted a valid appeal stating

that the total tax credits should be given in full. Successfully obtained the Decision of Administrative Review for the Year
of Assessment (Y/A) 2019/2020 with the refund amount of 37,389,942, The refund notice is in process.
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50.

LITIGATION AND CLAIMS (Contd...)

Tax assessments against the Branch (Contd...)
Corporate income tax (Contd...)

Year of assessment 2022/2023

Branch received a penalty notice dated on 16 May 2025 amount in to Rs. 1,186,957,731 for the non payment of tax
payments on time. However, Branch filed an Request for an Administrative Review (AR) stating that payments were settled
on time. The AR is with Commissioner General Inland revenue level and as at reporting date the AR was pending for

inquiry.

Branch received a penalty notice dated on 16 May 2025 amount in to Rs. 1,186,957,731 for the non payment of tax
payments on time. However, Branch filed an Request for an Administrative Review (AR) stating that payments were settled
on time. The AR is with Commissioner General Inland revenue level and as at reporting date the AR was pending for

inquiry.
Value Added Tax

Period from 01 January 2018 to 31 March 2018
Penalty notice

Branch received a notice of assessment dated on 14 June 2023 for penalty of Rs. 1,670,863.02. Branch submitted a valid
appeal stating the grounds precisely. The said appeal is with the Commissioner General of Inland Revenue level and as at
reporting date the same is pending for inquiry.

Value Added Tax on Financial Services

Period from 1 January 2019 to 31 December 2019
Penalty notice

Branch received a penalty notice dated on 28 December 2022 amount in to Rs. 148,887.46 . However, branch submitted a
letter on 16 February 2023 stating that the total tax payable amount of Rs. 205,464,527.08 has been fully settled by the
branch and requested through the letter dated 7 February 2023 to cancel the said notice of assessment together with the
entire penalty imposed and update the system accordingly. The said letter is with the Commissioner General of Inland
Revenue level and as at reporting date the same is pending for inquiry.

Period from 1 January 2022 to 31 December 2022
Penalty notice

Branch received a notice of assessment dated on 18 June 2025 for a penalty of Rs. 132,944,419.86 . However, the branch
has shared responses stating that tehre is no balance tax payable and waive off the penalty imposed and update the system
accordingly. This is with the Commissioner General of Inland Revenue level and as at reporting date the same is pending
for inquiry.

Social Security Contribution Levy
Penalty notice
Period from 1 October 2022 to 31 December 2022

Branch received a notice of assessment dated on 24 December 2025 for a balance tax payable and penalty of Rs. 37,151,422
. However, the branch in the process of drafiing the responses for the same.

MANAGEMENT RESPONSIBILITY ON FINANCIAL STATEMENTS

The managgn ehitofithe, Br}- is responsible for preparing and presenting these financial statements in accordance with Sri
- mﬁing St"""{rardzgﬂq,g‘ ply with the requirements of the Banking Act No 30 of 1988 and amendments thereto.
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SELECTED PERFORMANCE INDICATORS/KEY FINANCIAL DATA
As at 31 December 2025

2025 2024
Regulatory Capital (LKR in Millions)
Common Equity Tier 1 26,845 25,530
Tier 1 Capital 26,845 25,530
Total Capital 26,922 25,570
Regulatory Capital Ratios (%)
Common Equity Tier I Capital Ratio (Minimum requirement - 7.00%) 43% 35%
Tier I Capital Ratio (Minimum requirement - 8.50 %) 43% 35%
Total Capital Ratio (Minimum requirement - 12.50 %) 43% 35%
Basel III Leverage Ratio (Minimum Requirement - 3%) 27% 31%
Regulatory Liquidity Requirement
Liquidity Coverage Ratio (Minimum requirement - 100%)
Rupee (%) 921% 574%
All Currency (%) 644% 348%
Net Stable Funding Ratio (%) (Minimum requirement - 100%) 177% 211%
Assets Quality (Quality of Loan Portfolio) (%)
Impaired Loans (Stage 3) to Total Loans, Ratio (%) 0% 0%
Impairment (Stage 3) to Stage 3 Loans, Ratio (%) 0% 0%
Income & Profitability
Net Interest Margin (%) 6% 7%
Return on Assets (before Tax) (%) 3% 5%
Return on Equity (%) 5% 8%
Cost to Income Ratio (%) 55% 44%
Memorandum Information
Credit Rating (Group- Non-preferred' senior unsecured debt)
Moody's Investors Service Baal Baal
Standard & Poor's BBB BBB
Fitch Ratings A- A-
Number of Employees 53 49
Number of Branches 1 1

CERTIFICATION

We, the undersigned. being the Chief Country Officer and the Head of Finance of Deutsche Bank - Colombo Branch jointly certify
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\ L
Niranjdn Figurado ’ esha Sanjeewanie
hief Country Officer Head of Finance
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L5 Febryary: 2026 \
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