East African Development Bank
Financial Statements

For the year ended 31 December 2025



East African Development Bank
Financial statements for the year ended 31 December 2025

Table of contents

Corporate information

Directors’ report

Statement of Directors’ responsibilities
Independent auditor’s report
Statement of comprehensive income
Statement of financial position
Statement of changes in equity
Statement of cash flows

Notes to the financial statements

Page

3-12
13

14 -18
19

20
21-22
23

24-89



East African Development Bank

Financial Statements for the year ended 31 December 2025

CORPORATE INFORMATION

Registered office and principal place of business

EADB Building
Plot 4 Nile Avenue
EADB Building
P. O. Box 7128
Kampala, Uganda

Country offices

Kenya Rwanda

7th Floor, The Oval Office Ground Floor, Glory House
Ring Road, Parklands Westland Kacyiru

P.O Box 47685 P.O. Box 6225

Nairobi, Kenya Kigali, Rwanda

Bankers

Standard Chartered Bank London

The Co-operative Bank of Kenya Limited
KCB Bank Rwanda Plc

NCBA Bank Kenya PIc

Standard Chartered Bank New York
Standard Chartered Bank AG

Citibank Europe Plc UK Branch

Citibank — New York

Standard Chartered Bank Uganda Limited
Citibank Uganda Limited

Stanbic Bank Uganda Limited

Standard Chartered Bank Kenya Limited
Bank of Kigali

Standard Chartered Bank Tanzania Limited

Auditor

KPMG

Certified Public Accountants,
3" Floor, Rwenzori Courts
Plot 2 & 4A, Nakasero Road
P.O. Box 3509

Kampala, Uganda

Tanzania

349 Lugalo/ Urambo Street Upanga
P.O. Box 9401

Dar es Salaam

Tanzania



East African Development Bank

Financial Statements for the year ended 31 December 2025

CORPORATE INFORMATION (CONTINUED)

Lawyers

Uganda
M/s S & L Advocates

Plot 14, Mackinnon Road
P.O. BOX 2255, Kampala,
Uganda

Rwanda

M/s Trust Law Chambers

KG 569 ST, TLC House

Plot 4 Kacyiru

P. O. Box 6679 Kigali Rwanda

Tanzania

M/s IMMMA Advocates

IMMMA House, Plot No 357

102 United Nations Road, Upanga 11103,
PO Box 72484

Dar es Salaam, Tanzania

Kenya
M/s Kaplan & Stratton

Williamson House, 4th Ngong Avenue
P.O. Box 40111 — 00100, Nairobi,
Kenya

M/s Mohammed Muigai Advocates

MM Chambers, 4th Floor, K-Rep Centre
Wood Avenue, Off Lenana Road, Kilimani
P.O Box 61323-00200, Nairobi, Kenya

M/s Hamilton Harrison & Mathews
1st Floor, Delta Office Suites, Waiyaki Way

P.O. Box 30333-00100 Nairobi, Kenya

Company Secretary

M/s Kaplan & Stratton

Williamson House, 4th Ngong Avenue
P.O. Box 40111 — 00100

Nairobi, Kenya



East African Development Bank
Financial Statements for the year ended 31 December 2025

DIRECTORS' REPORT

1.

Introduction

The Board of Directors of the East African Development Bank (“the Bank”) is pleased to submit their
2025 report together with the Bank’s audited financial statements for the year ended 31 December
2025. This report discloses the state of affairs of the Bank and strategic direction beyond 2025.

Incorporation

The Bank was created under the Treaty for the East African Co-operation of 1967, which was
subsequently amended and re-enacted as the Treaty and Charter of the East African Development Bank
(*The Bank’s Charter”) in 1980.

Mission, Vision and Core Values
The Bank’s Vision is to be a partner of choice in promoting sustainable social-economic development.

The Bank's Mission is to promote sustainable social economic development in East Africa by providing
development finance, advisory and support services. In implementing this mission, the Bank inculcates
a culture built on its core values promoting teamwork while upholding integrity as innovation is applied
to provide leadership in the development financing.

Principal activity

The principal activity of the Bank is development finance lending under the Bank’s Charter. The Bank’s
principal activity is achieved through following:

(a)  Provision of financial assistance through loans to promote the development of Member States;
(b)  Provision of consulting, promotion, agency and other similar services for the region;

(¢)  Promotion of economic development in the Member States, in such fields as industry, tourism,
agriculture, telecommunications and other fields of development;

(d) Joint financing operations and technical assistance to national development agencies of the
Member States and use of such agencies as channels for financing specific projects; and

(e) Co-operation with other institutions and organizations, public or private, national or international,
which are interested in the development of the Member States.

Business Objectives and Strategies

The Bank supports economic development in Member States through medium and long-term lending to
financially viable and socially sustainable projects.

2025 marked the second year that the Bank operated under its new 5-year strategic plan (2024-2028
and tremendous progress has been made in all its strategic pillars.

Governance

The Bank strongly subscribes to principles of good governance contained in the Charter and endeavours
to make continuous improvements in line with the best practices to remain relevant and effective.

Governance plays a key role in the management of the affairs of the Bank and in the overall execution
of its mandate it has various structures and measures in place to promote and safeguard good
governance.

The key elements of the governance structure comprise: the Governing Council which is the supreme
organ of the Bank; the Board of Directors which reports to the Governing Council. In addition, the Bank
has an Advisory Panel which helps to provide insightful guidance in pursuit of the Bank’s mandate.
Further information about each of these organs of the Bank is provided below:
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DIRECTORS’ REPORT (continued)

6. Governance (continued)

a)

Governing Council

The Governing Council is comprised of Ministers responsible for Finance in Member States and meets
regularly to receive and consider reports from the Board of Directors. The following Governing Council
Members served during the year:

Name

Details

Hon. Matia Kasaija (Chairman)

Minister of Finance, Planning and Economic Development,
Republic of Uganda

Hon. D. Mwigulu L. Nchemba!
Up to 17 November 2025

Minister of Finance and Planning, United Republic of Tanzania

Hon. Ambassador. Khamis Mussa
Omar From 18 November 2025

Minister of Finance and Planning, United Republic of Tanzania

Hon. CPA John Mbadi Ng'ongo
EGH

Cabinet Secretary, The National Treasury and Economic
Planning, Republic of Kenya

Mr. Yusuf Murangwa

Minister of Finance and Economic Planning, Republic of
Rwanda

b)

Board of Directors and sub-committees

The Board of Directors is vested with all powers in the Bank and meets at least on quarterly basis to
receive and consider reports from Management. The Board of Directors is comprised of Permanent
Secretaries of the Ministries responsible for Finance in Member States, private sector representatives
from Member States and the Director General. Non-Sovereign shareholders (class B shareholders) are
represented to the Board by the African Development Bank.

The Board members who served during the year and to the date of this report were:

Name Gender : Details

1 Dr. Ramathan Ggoobi M Permanent Secretary and Secretary to the Treasury, Ministry of
Finance, Planning and Economic Development, Republic of
Uganda

2 | Dr. Chris Kiptoo? M Principal Secretary, the National Treasury, Republic of Kenya

Mr. Orumoi T. Jonah M Acting Director, Public Investment Management

The National Treasury, Republic of Kenya

3 | Mr. Reuben Karemera M Deputy Accountant General in charge of Treasury Management
in the Ministry of Finance and Economic Planning, Republic of
Rwanda

4 | Dr. Natu Mwamba3 F Permanent Secretary, Ministry of Finance and Planning, United
Republic of Tanzania

Dr. Charles A. Mwamwaja | M Commissioner for Financial Sector Development

Ministry of Finance and Planning, United Republic of Tanzania

5 | Mr Francis N. Karuiru M Private Sector Representative, Republic of Kenya

6 | Mrs Khadija I. Simba F Private Sector Representative, United Republic of Tanzania

7 i Mr Faustin Mbundu M Private Sector Representative, Republic of Rwanda

8 | Dr. James Tumusiime M Private Sector Representative, Republic of Uganda

9 | Dr. Alex Mubiru M African Development Bank - Class B shareholders

‘ Representative
10 | Mr. Benard P Mono* M Ag. Director General, East African Development Bank

L Hon, Dr. Mwigulu Nchemba was appointed as the new Prime Minister of the United Republic of Tanzania

2 Mr. Orumoi T. Jonah represented Dr. Kiptoo as alternate Director from Kenya

3 Dr. Charles A. Mwamwaja represented Dr. Mwamba as alternate Director from Tanzania up to the end of January

2026 and chaired the Board

4 The Board of Directors appointed Mr. Benard P Mono, as the acting Director General of the Bank from 1 January
2025. Recruitment of the substantive office bearer is ongoing.

4
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DIRECTORS' REPORT (continued)

6. Governance (continued)

b) Board of Directors and sub-committees (continued)

During the year, the Bank undertook a comprehensive review and reconstitution of its Board Committee
structure to strengthen oversight, enhance accountability, and align governance arrangements with the
Bank’s evolving strategic priorities. As a result, the number of Board Committees increased to four, each
with clearly defined mandates approved by the Board.

The former Board Audit Committee was reconstituted and renamed the Board Audit and Risk Committee
to reflect its expanded mandate, This Committee provides oversight on all financial reporting, internal
controls and risk matters of the Bank.

The former Board Human Resources Committee was renamed the Board Human Resource and
Remuneration Committee with mandate on all human resource and staff matters.

Two additional committees were formed, namely the Board Credit and Investment Committee to
enhance Board level oversight of credit and investment decisions and the Board Special IT Projects
Committee to provide oversight of strategic information technology issues and initiatives plus any major
system transformation projects.

During the year the Board held 4 ordinary meetings and in addition convened 7 special meetings
dedicated to the recruitment process of the Director General to ensure continuity of leadership and
governance stability.

During the year, Board Committees met as follows:

Commiittee Number of meetings

Board Audit and Risk Committee, BARC 3 meetings

Board Credit and Investment Committee, BCIC 1 meeting (inaugural meeting)
Board Human Resource and Remuneration Committee, BHHRC | 2 meetings

Board Special IT Projects Committee, BIPC 1 meeting (inaugural meeting)

Each committee comprises a minimum of three Directors. Details of Directors’ attendance to the Board
and Committee meetings during the year and emoluments paid are set out below.

Name Year Main Fees 2025
Appointed |Board BARC |BCIC BHRRC BIPC (USD'000")

Dr. Ramathan Ggoobi 2021 10/11 | N/A 1/1 N/A 1/1 30.00
Dr. Chris Kiptoo 2023 0/11 | N/A | N/A N/A | N/A 1.50
Mr. Orumoi T. Jonah?® 2024 11/11 | 1/3 /1 N/A 11 30.50
Mr. Reuben Karemera 2023 11/11 | 3/3 | N/A 2/2 N/A 36.00
Dr. Natu Mwamba 2023 0/11 N/A | N/A N/A N/A -
Dr. Charles A. Mwamwaja® 2021 11/11 | N/A | N/A N/A | N/A 32.50
Mr Francis N. Karuiru 2006 11/11 | 3/3 | N/A N/A | N/A 30.00
Mrs Khadija I. Simba 2006 6/11 2/3 | N/A 1/2 N/A 25.00
Mr Faustin Mbundu 2009 11/11 | N/A | 1/1 N/A /1 30.00
Dr. James Tumusiime 2015 11/11 | 3/3 1/1 2/2 N/A 36.00
Dr. Alex Mubiru’ 2025 10/11 | 3/3 | N/A 2/2 N/A -
Mr. Benard Mono® 2025 4/11 | 3/3 /1 2/2 1/1 -

N/A - Not a member of the Committee

5 Mr. Orumoi T. represented Dr. Kiptoo in the Board as an alternate

6 Dr. Mwamwaja represented Dr. Mwamba in the Board as an alternate up to the end of January 2026

7 Dr. Mubiru resigned from the Board at the end of January 2026

8 Mr. Mono was appointed Acting Director General in January 2025 and attended Board Committees on
official capacity but is not a member



East African Development Bank
Financial Statements for the year ended 31 December 2025

DIRECTORS’ REPORT (continued)

7. Capital and Shareholding

The Bank’s authorised share capital is USD 2,160,000,000 comprising 160,000 shares with a par value

of USD 13,500 each.

The authorised shares are classified into Class A shares (144,000) which are available for subscription
to only member states and in equal proportion and Class B (16,000) which are available for subscription
to members other than Member States. Class A shareholders do not have option to exit the Bank but

the Charter provide basis on which class B shareholders may exit/sale their shares.

There were no changes to the Bank’s share capital during the year ended 31 December 2025 and
therefore the shareholding remained as it was at the end of 2024.

The Bank’s paid up capital by Class A and Class B shareholders as at 31 December 2025 and 2024,

respectively, were as follows:

Name 2025 2024
Shares Value % | Shares Value %
Class A uUsD'000 UsD'000
Government of Kenya 4,778 64,503 23.30% 4,778 64,503 23.30%
Government of Tanzania 4,778 64,503 | 23.30% | 4,778 64,503 | 23.30%
Government of Uganda 4,778 64,503 23.30% 4,778 64,503 23.30%
Government of Rwanda 4,531 61,169 22.10% 4,531 61,169 22.10%
Total Class A 18,865 254,678 | 92.00% | 18,865 | 254,678 | 92.00%
_Name 2025 2024
Shares Value % ;| Shares Value %
Class B usD’000 usD’000
African Development Bank 1,559 21,046.5 7.60% 1,559 | 21,046.5 7.60%
Others? 83 1,120.5 0.40% 83 1,120.5 0.40%
Total Class B 1,642 22,167 8.00% 1,642 22,167 8.00%
Total Class A & B 20,507 276,845 100% | 20,507 : 276,845 100%

9 Other shareholders are comprised of Yugoslav Consortium (35 shares), SBIC Africa Investment (30
shares), NCBA Bank Kenya (6 shares), Nordea Bank Sweden (6 shares), Standard Chartered Bank London (3

shares) and Barclays Bank Pls London (3 shares).
6
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DIRECTORS' REPORT (continued)

8.

9.

Financial Performance

The Bank continued to record profitable results and growth in assets.

Performance highlights

Performance indicator ‘7 Formula ‘2025 2024“7
Profit for the year (USD "000") | NA 16,928 11,201
Total assets (USD ‘000 NA 520,216 505,985
Equity NA 365,442 348,514
Return on Assets (Profit/Total assets) *100% 3.25% 2.21%
Return on Equity (Profit/Total equity) *100% 4.63% 3.21%
Operating expenses to (Operating expense/Net interest income + & &
Operating Income non-interest income) *100 2B 3%:31%
Non-Performing Loans ratio Non-performing (Stage 3) loans/Gross G G
} loans and advances) *100% 0.51% 0.89%
Total Capital ratio (Total capital/Risk weighted assets 5 o
‘ including Off balance sheet items) *¥100 87% |  108%
Earnings per share (USD) Profit attributable to ordinary shares/
Weighted average number of ordinary 825 631
shares outstanding during the year

Credit rating

EADB's credit ratings remained strong as re-affirmed by the two major credit rating agencies. In October
2025, Moody’s reaffirmed the Bank’s “Baa3” rating with a stable outlook, recognising EADB's strong
capital adequacy, high liquidity, and sound asset performance.

In December 2025, the Standard and Poor’s (S&P) Global Ratings re-affirmed EADB’s Long-Term Issuer
Credit Ratings of “A” and Short-Term Issuer Credit Rating of A-1" with stable outlook citing strong
capitalisation and extremely strong liquidity which the agency expected will be sustained in the medium
term as it expands the loan portfolio while strengthening its risk management functions.

Overall, the Bank’s high credit ratings underline its strong financial position, solid capital adequacy, high
level of liquidity, preferred creditor status and strong support from shareholders.

Cash flow and Liquidity Management

The Bank continued to prudently manage its liquidity management as one of the top priorities and
maintained adequate liquidity with actual liquidity ratio at the end of 2025 at 3.84 times compared to
5.47 times in 2024 which was above the target ratio of 1.33 times. Detailed liquidity risk management
report is contained on Note 40(c) of the financial statements.

The Bank’s cash and cash equivalents at the end of year amounted to USD 224.4 million and was above
USD 206.16 million recorded in 2024 as part of proceeds from borrowings were held in liquid assets
awaiting disbursements.



East African Development Bank
Financial Statements for the year ended 31 December 2025

DIRECTORS’ REPORT (continued)

10. Market overview

11.

12,

13.

The 2025, was an eventful year, marked by global uncertainty and geopolitical instability and the
deepening effects of climate change.

However, economies in the East African region, including the Bank's member states, continues to
demonstrate resilience, driven by structural reforms, infrastructure investments and demographic
dynamism resulting to robust growth. Uganda and Rwanda led the way, with higher growth rates in
2025 compared to 2024, according to the International Monetary Fund's (IMF) World Economic Outlook
Report.

The IMF report projects that all four member states will maintain healthy growth rates in 2025, driven
by investments in infrastructure, agriculture, and manufacturing.

It is projected that the EADB Member States will maintain healthy growth rates in 2026, driven by
investments in infrastructure, agriculture, and manufacturing. The positive economic outlook will create
opportunities financing for the Bank. The Bank is well-positioned to support both the public and private
sectors in the Member States, to promote much needed sustainable economic development and growth.

As we look ahead into 2026, the Bank remains optimistic about the region's growth prospects. We
expect:

= Continued investments in strategic sectors, driving economic growth and development

= Strengthening regional cooperation and integration, enhancing trade and economic opportunities

= Increased focus on sustainable development, climate change mitigation, and environmental
conservation

The Bank is committed to supporting its Member States in achieving their development goals, while
navigating the complexities of the global economy.

The Bank is well-positioned to support both the public and private sectors in the member states,
leveraging its expertise and resources to foster economic development and growth.

Future Plans

The Bank will continue to play a catalytic role in the development of the region and as such there will
be significant growth in initiatives aimed at increasing the Bank’s lending to both the private and public
sector given the good operating environment and programs promoted by the Member States to support
economic growth. The Bank will improve its visibility through various campaign and stakeholders’ events
to report its development impact both to provide feedback but also increase awareness of solutions at
its disposal to transform our region.

Given its very good credit rating, and in order to fund the projected growth in lending activities, the
Bank will continue to mobilize appropriately priced funds to support its plans.

Risk and Risk Management

The Bank was able to boost its Governance framework by revising the Board charter, reconstitution of
four Board committees in 2025. The Bank equally continued to capitalize on its strong capital and
liquidity buffers, reflected by very solid ratios throughout the year.

The improved Governance framework, in the midst of new risk opportunities, not only enhanced the
balance sheet size but also led to the maintenance of an A (long term)/A-1 (short term) by S&P Credit
Rating Agency and a Baa3 by Moody's rating.

Solvency

The Board of Directors confirm that the financial statements have been prepared based on International
Financial Reporting Standards (IFRS® Accounting Standards) and that they have been prepared on a
going concern basis. The Board confirm that the Bank has all necessary resources to continue operating
on this basis for a foreseeable future.
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DIRECTORS’ REPORT (continued)

14, Resources

15.

16.

17.

The Bank holds sufficient resources to advance its vision and mission.

Key among those resources is a dedicated and highly skilled human capital which has been the bedrock
of the Bank’s performance. During the year the Bank made transformative decisions by approving a
new fit for purpose organization structure and improvement of staff benefits to make the dream of
becoming an employer of choice in the region a reality. The Bank will continue to implement different
strategies to improve its employee value proposition and make the Bank a dream employer to all
professionals.

Equally important are committed shareholders who not only continued to provide required capital, but
also remained engaged and provided guidance throughout the year. The Bank’s management and staff
will continue to work tirelessly to deliver aspirations of the shareholders.

The Bank continued to earn trust of funding partners who provided needed funding as efforts continued
to implement projects in Member States. The Bank’s strong liquidity position is a testament of
dependability of the fund providers. The Bank will not only make sure that repayments of maturing
obligations are made on timely basis, but also further improve the financial performance to safeguard
sustainability in addition to ensuring that funding provided generate expected development impact.

Employee Welfare

Cordial and harmonious working relationship continued during the year, and this facilitated the
achievements recorded. The Bank continued to implement various initiatives to improve staff welfare.

The Bank operates a defined contribution retirement benefit scheme to which employees contribute
10% of their basic salary and the Bank contributes 10%, 12.5% or 15% of the employee’s basic salary
depending on the length of service. The scheme is independently managed by a professional fund
manager who provides periodic reports to a committee nominated by staff.

The Bank provides medical insurance cover for employees, their spouses and up to four qualifying
dependants through a reputable medical insurance provider. Continuous monitoring of the services
offered by the insurance cover is undertaken to guarantee quality service is provided to staff. More
details on employee welfare are included in note 41 of the accounts.

Various training opportunities were provided to staff during the year in order to improve their
performance.

The Bank is an equal employer and staff are offered equal opportunities based on their merits and not
based on gender, disability or any similar attributes in their jurisdictions/ countries of residence.

Related Party Transactions

The Bank’s related party transactions are concluded at arm’s length basis. Details of related party
transactions at the end of the year are shown on Note 44.

Environmental, Social and Governance

The Bank’s adoption of an enhanced Environmental, Social, and Governance (ESG) and Climate Change
framework has continued to transform the way business is conducted. This shift shows the Bank’s
continued commitment to responsible, inclusive, and sustainable financing—contributing to a more
environmentally conscious, socially responsive, and economically resilient future for the East African
Member States. Throughout 2025, ESG considerations guided every stage of the Bank’s operations,
ensuring alignment with its mandate to promote sustainable socio-economic development across the

region.

The Bank’s 2024—2028 Strategic Plan clearly articulates ESG integration as a critical success factor in
achieving development impact. During the year, the Bank’s Board approved a comprehensive Climate
Finance Action Plan, further strengthening institutional capacity and operational frameworks for ESG
implementation. All stakeholders, internal and external, must comply with the Bank’s ESG standards to
ensure that risk management, opportunity identification, and sustainability considerations are fully
embedded across business processes.
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17.

18.

19.

20.

DIRECTORS’ REPORT (continued)
Environmental, Social and Governance (continued)
Environmental Pillar

The Bank closely monitored and managed environmental factors across all financed projects to ensure
that environmental and social risks, impacts, and opportunities were properly addressed. A key focus
was ensuring that all Bank-supported investments are aligned with the respective Member States’
Nationally Determined Contributions (NDCs) under the Paris Agreement.

This approach enhanced the Bank’s resilience to physical climate risks while promoting investments that
contribute to regional climate-mitigation and adaptation commitments.

Social Pillar

The Social dimension remains central to the Bank’s ESG approach. In 2025, the Bank’s clients were
followed up to uphold health and safety of workers, capacity building to enhance the quality of
workforce, labour standards to promote fair employment practices, avoiding child labour and
encouraging social inclusion. 90% of the Bank-financed projects adhered to the requirements and those
who lagged have been requested to close the gaps in the next year. This initiative-taking stakeholder
engagement supported effective project delivery, enhanced social outcomes, and ensured that financed
operations fostered equitable development across the region.

Governance Pillar

The Governance pillar is anchored in the Bank’s Charter, which outlines the composition, roles, and
accountability responsibilities of its Board Members. The Bank continues to uphold principles of
transparency, ethical conduct, and integrity throughout its governance structures.

The Bank requires that all financed projects to prove strong governance arrangements. This requirement
reduces the risk of project failure or default arising from weak institutional systems, thus safeguarding
the Bank’s developmental mandate and financial sustainability.

Stakeholders

The Bank values contribution and support of all its stakeholders and implement strategies to assess the
stakeholder’s expectations and how they will be met. Cordial relationship continued with all stakeholders
during the year. The Bank will continue to actively engage with its stakeholders with the view to improve
the value creation process.

Dividends

The Directors do not recommend the payment of dividends for the year 2025 (2024: Nil). This is in line
with shareholders’ strategy to build up the capital of the Bank.

IFRS® sustainability disclosure standards S1 and S2

IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information and IFRS
S2 Climate-related Disclosures, issued by the ISSB in June 2023, are the first IFRS sustainability
disclosure standards. IFRS S1 sets out the general requirements for a complete set of sustainability-
related financial disclosures. IFRS S1 is designed to be applied in conjunction with IFRS S2, which is a
topic-based standard that specifies disclosures relating to climate.

The IFRS Sustainability Disclosure Standards are based on the four-pillars of the Task Force on Climate
Related Financial Disclosures (TCFD framework): governance, strategy, risk management and metrics
and targets. The TCFD framework is required or used voluntarily in a number of territories. Therefore,
the structure of the IFRS Sustainability Disclosure Standards will be familiar to preparers and users of
sustainability reporting that have used, or have an understanding of, the TCFD framework.

Consistent with the process to adopt IFRS Accounting Standards, IFRS Sustainability Disclosure
Standards need to be adopted by local securities exchanges and other regulators to become mandatory.

ICPAU in conjunction with the Uganda Integrated Reporting Committee (UIRC) concluded on the road
map for adoption of the sustainability disclosure standards in Uganda.

10
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20.

DIRECTORS' REPORT (continued)
IFRS® sustainability disclosure standards S1 and S2 (continued)

On 4 September 2025, ICPAU launched the road map for adoption of the sustainability disclosure
standards (IFRS S1 General requirements for Disclosure of Sustainability-related Financial Information
and IFRS S2 Climate-related disclosures), in Uganda. A phased approach to the adoption was
pronounced as follows;

Phase Timelines -Periods Organizations Involved
Phase I - Voluntary | o, January 2027 o Voluntary adoption for all entities
adoption

o Mandatory adoption by Listed entities, financial
institutions including MDIs, Insurance and
reinsurance entities, savings and corporative
organisations and public utility entities reporting
using IFRS accounting standards for accounting

Phase II — period beginning on or after 1 January 2028

01 January e Mandatory adoption by retirement benefits
Mandatory 5
Adoption 028/2025/2030 scheme, a large company and all other PIEs other

than those already mentioned above for
accounting period beginning on or after 1 January
2029

e Mandatory adoption by SMEs for accounting
period beginning on or after 1 January 2030

Phase III -
Government and To be determined by o Governments and other Government
other government ICPAU organizations

organizations

IFRS S1 General Requirements for Disclosure of Sustainability-related Financial
Information

An entity shall apply this Standard in preparing and reporting sustainability-related financial disclosures
in accordance with IFRS Sustainability Disclosure Standards. Sustainability-related risks and
opportunities that could not reasonably be expected to affect an entity's prospects are outside the
scope of this Standard.

Other IFRS Sustainability Disclosure Standards specify information an entity is required to disclose
about specific sustainability-related risks and opportunities.

An entity may apply IFRS Sustainability Disclosure Standards irrespective of whether the entity's
related general purpose financial statements (referred to as 'financial statements') are prepared in
accordance with IFRS Accounting Standards or other generally accepted accounting principles or
practices (GAAP).

This Standard uses terminology suitable for profit-oriented entities, including public-sector business
entities. If entities with not-for-profit activities in the private sector or the public sector apply this
Standard, they might need to amend the descriptions used for particular items of information when
applying IFRS Sustainability Disclosure Standards.

11
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20.

21.

22,

DIRECTORS’ REPORT (continued)
IFRS® sustainability disclosure standards S1 and S2 (continued)
IFRS S2 climate related disclosures

This Standard applies to climate-related risks to which the entity is exposed, which are climate-related
physical risks and climate-related transition risks and climate-related opportunities available to the entity.
Climate-related risks and opportunities that could not reasonably be expected to affect an entity's
prospects are outside the scope of this Standard.

EADB has continued to prioritise ESG considerations into the existing environmental and social
safeguards to ensure improved project financing with a focus on climate adaptation, resilience, and
mitigation. This is to ensure alignment with the Member States' sustainability strategies and frameworks
like the Nationally Determined Contributions (NDCs), National Biodiversity Action Plans (NBSAPs),
National Adaptation Plans (NAPs), National Development Plans (NDPs), the UN Sustainable Development
Goals (SDGs) to mention but a few.

The Bank's Environmental and Social Policy uses the ten World Bank's Environmental and Social
Safeguards, which guides the decision-making process of every project application undergoing due
diligence process, appraisal, and monitoring and reporting to capture all the environmental, social, and
governance aspects of the project for a responsible investment.

To comply with the disclosure requirements of IFRS S1 and IFRS S2, the Bank plans to engage an
external consultant to perform a comprehensive gap analysis to identify the gaps and provide practical
recommendations necessary for adoption of the sustainability disclosures and a clear road map on when
the gaps will be closed. This will enable the Bank to comply with the IFRS S1 and IFRS S2 standards by
January 2028.

Events after reporting date
There are no other events after the reporting period.
Auditor

The Bank’s external auditor, KPMG Certified Public Accountants, being eligible for reappointment has
expressed willingness to continue in office. The Bank’s 2025 external auditors shall be appointed by the
Governing Council in accordance with Article 26 (d) of the Bank’s Charter.

By order of the Board

— G0 o

Chairperson — Board of Directors Acting Director General

12
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Bank’s Directors are responsible for the preparation of financial statements that give a true and fair
view of East African Development Bank comprising the statement of financial position as at 31 December
2025, and the statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and the notes to the financial statements, including material accounting
policies, in accordance with IFRS® Accounting Standards as issued by the International Accounting
Standards Board (IFRS Accounting Standards), and in the manner required by the Treaty and Charter of
East African Development Bank (“the Bank’s Charter”).

The Directors are also responsible for such internal control as the Directors determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and for maintaining adequate accounting records and an effective system of risk

management.

The Directors have made an assessment of the ability of the Bank to continue as going concern and have
no reason to believe that the business will not be a going concern for at least the next twelve months from

the date of this statement.

The auditor is responsible for reporting on whether the financial statements give a true and fair view in
accordance with the IFRS Accounting Standards, and in the manner required by the Treaty and Charter of
East African Development Bank (“the Bank’s Charter”).

Preparation and approval of the financial statements

The financial statements of East African Development Bank for the year ended 31 December 2025 have
been prepared by CPA Kennedy Kalungi, P1871 on behalf of the Board of Directors.

for issue by the Governing Council on e G 2026.

Muvzanba %@D

The financial statements as indicated above in &E} a /r;»fed by the Board of Directors and authorised

-------------- sssssscssssnEEERVEREENEERERERERnET

Chairperson Board of Directors Acting Director General
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Independent auditor's report

TO THE MEMBERS OF THE EAST AFRICAN DEVELOPMENT BANK

Report on the audit of the financial statements

We have audited the financial statements of East African Development Bank (“the Bank”), as set out on pages
19 to 89, which comprise the statement of financial position as at 31 December 2025, and the statement of
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 policies

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Bank as at 31 December 2025, and its financial performance and its cash flows for the year then ended in
accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board
(IFRS Accounting Standards) and in the manner required by the Treaty and Charter of East African
Development Bank (“the Bank's Charter).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Bank accordance with the International Ethics
Standards Board for Accountants’ Intemational Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), as applicable to audits of the financial statements of
public interest entities, together with the ethical requirements that are relevant to audits of the financial
statements of public interest entities in Uganda. We have also fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current year. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, we do not provide a separate opinion on
these matters.
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Independent auditor's report

TO THE MEMBERS OF THE EAST AFRICAN DEVELOPMENT BANK
Report on the audit of the financial statements (Continued)

Key audit matters (Continued)

— Note 4l(a)(ii) - Impairment,

— Note 40(b) - Credit risk

Expected credit losses on loans and advances to customers

Expected credit losses on loans and advances to customers
Refer to Notes of the financial statements:

— Note 17 - Loans and advances to customers,
— Note 39 - Use of estimates and judgments and

Key audit matter

How the matter was addressed in our audit

Expected credit losses (ECL) on loans
and advances to customers is
considered a Key Audit Matter because
the Directors make complex and
significant judgments over both timing of
recognition of impairment and the
estimation of the amount of any such
impairment. The loans and advances
are material to the Bank as they
represent 37.5% of its total assets.

The key areas where we identified
greater levels of management
judgement and therefore increased
levels of audit focus in the Bank’s
determination of expected credit losses
(ECL) are:

— The determination of significant
increase in credit risk (SICR) within
the loans staging process which is
based on qualitative and guantitative
factors such as days past due and
delinquency.

— The measurement of expected
credit losses is dependent upon key
assumptions relating to Probability
of Default (PD), Loss Given Default
(LGD) and Exposure at Default
(EAD).

Our audit procedures in this area included:

— Obtaining an understanding of the credit management
processes and performing end to end process assessments
to identify the controls used in the determination of ECL.
This includes assessing the design and implementation of
the management review controls in the ECL process;

— Selecting all facilities from the Bank’s loan book and
evaluating whether the loan facilities are correctly
staged/classified by comparing the credit risk information for
each facility against the bank’s staging criteria for each
stage;

— Evaluating the predictive capability of the model by
comparing the prior period ECL estimate with the actual
results of the estimate (write-offs) in the current year;

— Evaluating the appropriateness of the SICR criteria used by
assessing the qualitative factors such as the borrower's
financial performance by reviewing latest financial reports
submitted to the Bank and correspondences between the
borrower and the Bank and quantitative factors such as days
past due used in the staging process by checking the
repayment history and the last repayment date;

— Assessing that the inputs into the expected credit loss
models, PD, LGD and EAD are reasonable by selecting a
sample of key data inputs such as the quarterly loan books,
recoveries, customer outstanding balances, interest rates
and collateral values and agreeing this to underlying records
such as facility agreements, loan account statements and
valuation reports;

— Testing the accuracy of the historical Probabilities of Default
by performing recalculations based on the historical
transitions while the financial risk management specialists
assisted with evaluating the predictive capability of the
model;
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Independent auditor's report

TO THE MEMBERS OF THE EAST AFRICAN DEVELOPMENT BANK
Report on the audit of the financial statements (Continued)

Key audit matters (Continued)

Expected credit losses on loans and advances to customers

Expected credit losses on loans and advances to customers
Refer to Notes of the financial statements:

— Note 4l(a)(ii) - Impairment,

— Note 17 - Loans and advances to customers,

— Note 39 - Use of estimates and judgments and

— Note 40(b) - Credit risk

Key audit matter How the matter was addressed in our audit

The Bank is also required to disclose the | — Testing the modef's mathematical soundness by

key judgments and material inputs in reperforming the ECL calculations using the parameters —
relation to determination of PD, LGD PD, LGD, and EAD and comparing the results with our
and EAD into the ECL computations. independent calculations for all the credit facilities;

— Assessing whether the disclosures adequately reflect the
EGL results and convey the significant judgements and
assumptions made by management against the
requirements of IFRS 7, Financial Instruments disclosures
and IFRS 9, Financial Instruments.

Due to the significant judgment applied
by management and the significant audit
effort required, the determination of
ECLs on loans and advances to
customers was considered to be a key
audit matter.

Other information

The Directors are responsible for the other information. The other information comprises the information
included in the document titled “East African Development Bank Financial Statements for the year ended 31
December 2025, but does not include the financial statements and our auditor's report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements, or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we have performed on the other information that we have obtained prior to the date of
this auditor's report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Directors’ responsibilities for the financial statements

The Directors are responsible for the preparation of financial statements that give a true and fair view in
accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board
(IFRS Accounting Standards) and in the manner required by the Bank's Charter and for such internal control
as the Directors determine 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, the Directors are responsible for assessing the Bank's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Directors either intend to liquidate the Bank or to cease operations, or have no
realistic alternative but to do so.
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Independent auditor'sreport

TO THE MEMBERS OF THE EAST AFRICAN DEVELOPMENT BANK
Report on the audit of the financial statements (Continued)

Auditors’ responsibilities for the audit of the financial statements

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

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

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

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

__ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors.

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

concern.

_  Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a

manner that achieves fair presentation.
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Independent auditor's report

TO THE MEMBERS OF THE EAST AFRICAN DEVELOPMENT BANK

Report on the audit of the financial statements (Continued)

Auditors’ responsibilities for the audit of the financial statements (Continued)

We communicate with the Directors 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.

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

The engagement leader on the audit resulting in this independent auditor’s report is CPA Jovita Antoinette
Nammengo Babirye — P0581.

KPmg

KPMG
Certified Public Accountants CPA Jovita Antoinette Nammengo Babirye

3rd Floor, Rwenzori Courts
Plot 2 & 4A Nakasero road
P.O Box 3509

Kampala, Uganda

Date: anflaafmzﬁ
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East African Development Bank
Financial Statements for the year ended 31December 2025

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2025

Notes 2025 2024

usD'000 usD'000

Interest income 5 31,602 29,555
Interest expense 6 (11,580) (8,921)
Net interest income 20,022 20,634
Fee and commission income 7 155 83
Other operating income 8 4,628 1,503
Other losses 9 (98) (891)
Net fair value gains on investment property 23 23 93
Net operating income 24,730 21,422
Net impairment losses on financial assets 17(b) (769) (2,872)
Operating income after impairment charges 23,961 18,550
Employee benefits expense 10 (3,154) (3,493)
Depreciation and amortization 24525' (335) (332)
Other operating expenses 11 (3,544) (3,524)
Profit before income tax 10 16,928 11,201
Income tax expense 11 - -
Profit for the year 16,928 11,201
Other comprehensive income = -
Total comprehensive income 16,928 11,201
Earnings per share — basic (Expressed in USD per 14 825 631

share)

The notes set out on pages 24 to 89 form an integral part of these financial statements.
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East African Development Bank
Financial Statements for the year ended 31December 2025

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2025

Notes 2025 2024
uUSsD'000 uUsD'000
Assets
Cash at bank 15 21,653 33,414
Placements with commercial banks 16 266,574 308,593
Loans and advances to customers 17 194,831 128,516
Derivative financial instruments 19 - 296
Assets available for sale 20 1,261 1,361
Equity investments at fair value through profit and loss 21 993 1,001
Other assets 22 1,444 1,211
Intangible assets 25 - -
Property and equipment 24 9,715 8,313
Right of use assets 26 159 232
Investment property 23 23,586 23,048
Total assets 520,216 505,985
Liabilities
Other liabilities 27 4,651 12,279
Derivative financial instruments 19 2,732 -
Borrowings 28 132,703 130,444
Lease liabilities 29 184 244
Special funds 30 3,990 3,990
Grants 31 3,035 3,035
Capital fund 33 7,479 7,479
Total liabilities 154,774 157,471
Capital and reserves
Share capital 32 276,845 276,845
Share premium 32 8,874 8,874
Funds waiting allotment 34 70 70
Special reserve 35 33,266 33,052
Revaluation reserves 37 10,182 10,319
Retained earnings 38 36,205 19,354
Total shareholders’ equity 365,442 348,514
Total equity and liabilities 520,216 505,985
The financial statements set out on pages 19 to §9 were approved by the Board of Directors and authorised
for issue by the Governing Council on Q?,)C)f/ ...... 2026 and were signed on their behalf by:
Nwsanbe: %D” 5
Chairperson — Board of Directors Acting Director General

The notes set out on pages 24 to 89 form an integral part of these financial statements.

20



74

'SIUBLLISIENS |eiDURUL 3saU) Jo Med [eiBajul ue wuo) 68 0) 2 sebed o INo Jes ssjou eyl

Trv’'s9E T8T0T S0Z'9€ - 0L 99T'cE v/8'8 S¥8'9LC ieah jo pus v
- (£eT) (££) - - piz - - SI9UMO 1IM SUOIjoBSURI) [B30 L

sl
= (Lgn) LET - - - . - L€ uolen|eAad syl Wody Jajsuel |
- - (p12) - - P12 - - G¢ aAlasal |epads 0] Jajsuel ]

SIBUMO U1IM SUOIIoBSURIL

8T6'9T ~ 87691 - - - - - awodul aAIsuayaldwod jejoL

8T6'9T . 87691 - - - - - 1eaA ay) 101 Ju0ld

awodu] aaisuayaidwo)

vIS‘sre 6TE'0T ¥SE'6T - (1} Zs0'sg vi8'8 s¥8'9/2 JeaAh jo Mels 1y
000.dsSn  000.dsn 000.dsn 000.4dSn 000.4Sn 000.4ASN 000.4ASNn  000.dsn S9)ON G§Z0T 12quiada TE Papus JESA
Aynba EYNELEY] sBuluies  aAJsasAI M_.“_mw—”hmu“ﬂm SaAlasal wniwaJid Jeude)

|elol UOIlEN|BASY Ppauielsy  anjeA ldied w_u_..____.i [edads aJleys aleys

ST0T Y39W323d TE A3ANT ¥VIA FHL Y04 ALINOI NI SIONVHD 40 LNIWILVYLS

GZ0Z Jequiadaq 1€ pepuse Jeak ayj 10 sjusaWwalels [enueuly
yueg Juswdojaaag uedLy iseg



[44

'SJUSLLIS]EIS [eIdueUl SsaL Jo Hed |elbajul Ue Wol 68 0) 7 Sebed uo Ino 195 Sej0U 3y

vIs‘sve 6T€'0T vSE6T 2 (174 zso‘ee vL3'8 St8'9/T 1e3h jo pua iy
TT0'ST (Lem) (z86'cs) - (1) 9+1'02 0S8'T SET'/9 SI2UMO 3Im suoloesueld] [ejo]l
- - (es6'¢s) - - 000°0¢ - £/6'€S ge'se sBuiules pauieas woyy Jejsuel]
anlasal

- (£ET) LET - - - - - LS UOIEN|BAR 3] WO J3JSURI]
= = (9%1) = ® 91 = = GE aAl9sal |eDads 0} Jajsuel ]
TTO0'ST = = = 1T0'ST = = = 122 [PUdeD aleysS SpIemo]} paAledal Used
1eaA ay

= = 5 ¢ (Z10'ST) 2 058’1 Z9T'ET ve'ze Buunp panojje |eyded [euonippy
SI2Umo YlimMm suoijoesued |

T0ZTT - TOT'TT = - - - - swoduj saisuayaidwod |[ejoL
TOT'TT - 107’11 - - . - - 1224 33 104 JU04d

awodul aAIsuayaidwo)

zog'zee 9svoT SET'Z8 - TL 906'CT vzo’'L 01Z£'60T deaA jo yels 3y
000.dsn  000.dsn 000.dsn ©000.dsn 000.dsSn 000.4dSNn 000.dsSn 000.dsn S9]O0N +c0c 1°qusdsg TE Papus Jesp
Anba anlasal sbuiuiea aalasal um_.—__m_:."._mu“ﬁm SaAl9Sad wniwaad |eude)

jexol uonenjensy paulelay aIN|jeA Jieq mv—._uq._u_ |eoads aleys aleys

(Q3INNILNOD) ST0Z ¥39W3D3A TE AIANT YVIA FHL W04 ALINDI NI SIDONVHD J0 INIFWILVLS

G20z JloquiadaQ 1€ pepus Jeak a3 1o} sjuswiaje]s [elueuld
yueg juswdojpaag uedLyy 1se3



East African Development Bank

Financial Statements for the year ended 31 December 2025

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2025

Cash flows from operating activities
Interest receipts

Interest payments

Interest paid on lease liabilities

Net fee and commission receipts

Other income received

Payments to employees and suppliers

Cash inflows from operating activities

Principal loan receipts

New loan disbursements

Net other receipts from customers
Settlement of other liabilities

Net cash flows generated from operating
activities

Investing activities

Purchase of Investment property

Purchase of property and equipment

Proceeds from sale of property and equipment
Placements with commercial banks

Net cash used in investing activities

Financing activities

Settlement of medium- and long-term borrowings
Proceeds from borrowings

Payment of principal portion of the lease liability
Receipt from member states towards share capital

Net cash generated from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalent at start of year

Effect of exchange rates on cash held
At end of year

Notes

28
29

23
24

28
28
29
34

36

36

2025 2024
USD'000 USD'000
29,750 27,968
(5,188) (6,180)
(50) (60)

20 -

4,075 973
(7,064) (7,111)
21,543 15,590
38,687 24,995
(91,586) (38,225)
215 233
(2,161) (1,090)
(33,302) 1,503
(162) (191)
(1,153) (76)

3 =

52,451 (14,490)
51,139 (14,757)
(10,559) (18,390)
10,000 29,555
(79) (65)

X 15,011

(638) 26,111
17,199 12,857
206,164 192,287
1,035 1,020
224,398 206,164

The notes set out on pages 24 to 89 form an integral part of these financial statements.
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East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements

1.

Reporting entity

East African Development Bank (“the Bank”) was created under the Treaty for the East African Co-
operation of 1967, which was subsequently amended and re-enacted as the Treaty and Charter of the
East African Development Bank (*The Charter”) in 1980 with its current membership comprising the four
East African Countries of Uganda, Kenya, Tanzania and Rwanda with its head office in Kampala, Uganda.
The Bank is primarily involved in development finance lending and the provision of related services as
stipulated under its Charter.

The Bank’s principal office address is:

Plot 4 Nile Avenue, EADB Building
P. O. Box 7128, Kampala, Uganda

For purposes of the Bank's Charter, the profit and loss account is represented by the statement of
comprehensive income and the balance sheet is represented by the statement of financial position in these
financial statements.

Basis of preparation

The Bank’s financial statements are prepared in compliance with IFRS Accounting Standards as issued by
the International Accounting Standards Board (IFRS Accounting Standards) and in the manner required by
the Treaty and Charter of East African Development Bank (“the Bank’s Charter”). Additional information
required by the Bank’s Charter is included within the financial statements where appropriate. The financial
statements are presented in the functional currency, United States Dollars ("USD"), rounded to the nearest
thousand ("000”), and prepared on the historical cost basis, except where otherwise stated in the
accounting policies below.

The preparation of financial statements in conformity with IFRS Accounting Standards requires the use of
certain critical accounting estimates. It also requires the Directors to exercise judgement in the process of
applying the Bank’s accounting policies. Changes in assumptions may have a significant impact on the
financial statements in the period the assumptions are changed. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial
statements are disclosed in Note 39.

Changes in accounting policy and disclosures
(i) New and amended standards adopted by the Bank

The following new or revised standards, amendments and interpretations are effective for the year ended
31 December 2025 and have been applied in preparing these financial statements where applicable.

Standards available for early adoption Effective date

Lack of Exchangeability — Amendments to IAS 21 The Effects of Changes in 01 January 2025
Foreign Exchange Rates

Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates specifies how an entity
should assess whether a currency is exchangeable and how it should determine a spot exchange rate
when exchangeability is lacking.

The amendments also require disclosure of information that enables users of an entity’s financial
statements to understand how the currency not being exchangeable into the other currency affects, or
is expected to affect, the entity’s financial performance, financial position and cash flows.

The amendment did not have a material impact on the bank financial statements.
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East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements (continued)

3.

Changes in accounting policy and disclosures (continued)
(ii) New and amended standards and interpretations issued but not yet effective

The following new IFRS Accounting Standards together with their Interpretations had been published at
the date of preparation of the accompanying Financial Statements but are not mandatory as of 31
December 2025. Although in some cases the International Accounting Standards Board (“IASB”) allows
early adoption before their effective date, the Bank has not proceeded with this option for any such new

standards.

Standards available for early adoption Effective date
Amendments to the Classification and Measurement of Financial Instruments — | 01 January 2026
Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial
Instruments: Disclosures
Annual Improvements to IFRS Accounting Standards — Amendments to: 01 January 2026
o IFRS 1 First-time Adoption of International Financial Reporting Standards;
« IFRS 7 financial Instruments. Disclosures and its accompanying Guidance
on implementing IFRS 7,
e IFRS 9 Ffinancial Instruments;
e IFRS 10 Consolidated Financial Statements, and
e IAS 7 Statement of Cash flows

Contracts Referencing Nature-dependent Electricity — Amendments to IFRS 9 01 January 2026
and IFRS 7

IFRS 18 Presentation and Disclosure in Financial Statements 01 January 2027
IFRS 19 Subsidiaries without Public Accountability: Disclosures 01 January 2027
IAS 21 The Effects of Changes in Foreign Exchange Rates* 01 January 2027
Sale or Contribution of Assets between an Investor and its Associate or Joint To be determined

Venture — Amendments to IFRS 10 and IAS 28
Available for optional adoptiony effective date deferred indefinitely. Early
adoption continues to be permitted

*The effective date is for updated sections only

Amendments to the Classification and Measurement of Financial Instruments —
Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial Instruments:

Disclosures

Over the past few years, questions have arisen regarding how to classify some financial assets with
ESG-linked features — e.g. a loan with a reduction in its interest rate if a specified ESG target is met by
the borrower — under existing requirements. As the global market for these financial assets is growing
rapidly, there has been an urgent need for clarification on how such features should be analysed.

The International Accounting Standards Board (IASB) has now amended IFRS 9 Financial Instruments
following its post-implementation review (PIR) of the classification and measurement
requirements. The amendments include guidance on the classification of financial assets, including
those with contingent features.

The IASB has also amended IFRS 7 Financial Instruments: Disclosures. Companies will now be required
to provide additional disclosures on financial assets and financial liabilities that have certain contingent
features,
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East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements (continued)
3. Changes in accounting policy and disclosures (continued)
(ii) New and amended standards and interpretations issued but not yet effective (continued)

The question of when to recognise or derecognise a trade receivable or payable seems relatively simple
on the surface. However, it has generated a significant amount of debate because there is diversity in
practice for both the receivable and payable sides of the transaction.

Companies that recognise or derecognise financial assets or financial liabilities on the payment initiation
date could see a change to their accounting following amendments to IFRS 9 Anancial
Instruments issued by the International Accounting Standards Board (IASB).

However, companies may be permitted to derecognise financial liabilities settled by an electronic
payment system earlier than their settlement date, subject to certain criteria being met.

The amendment is not expected to have a significant impact on the financial statements of the Bank.

Annual Improvements to IFRS Accounting Standards — Amendments to: IFRS 1 First-time
Adoption of International Financial Reporting Standards; IFRS 7 Financial Instruments:
Disclosures and its accompanying Guidance on implementing IFRS 7; IFRS 9 Financial
Instruments; IFRS 10 Consolidated Financial Statements; and IAS 7 Statement of Cash
flows

The IASB’s amendments remove the conflict between IFRS 9 and IFRS 15 over the amount at which a
trade receivable is initially measured.

Under IFRS 15, a trade receivable may be recognised at an amount that differs from the transaction
price — e.g. when the transaction price is variable. Conversely, IFRS 9 requires that companies initially
measure trade receivables without a significant financing component at the transaction price.

The IASB has amended IFRS 9 to require companies to initially measure a trade receivable without a
significant financing component at the amount determined by applying IFRS 15.

If a lease liability is derecognised, then the derecognition is accounted for under IFRS 9. However, when
a lease liability is modified, the modification is accounted for under IFRS 16 Leases.

The IASB’s amendment states that when lease liabilities are derecognised under IFRS 9, the
difference between the carrying amount and the consideration paid is recognised in profit or loss.
However, the amendment does not address how to distinguish between derecognition and
modification of a lease liability. The IASB has indicated that it may consider this issue as part of a
future project.

The amendment is not expected to have a significant impact on the financial statements of the Bank.
Contracts Referencing Nature-dependent Electricity — Amendments to IFRS 9 and IFRS 7

Companies face challenges in applying IFRS 9 Financial Instruments to contracts referencing nature-
dependent electricity — sometimes referred to as renewable power purchase agreements (PPAs). The
International Accounting Standards Board (IASB) has now amended IFRS 9 to address these
challenges. The amendments include guidance on:

= the ‘own-use’ exemption for purchasers of electricity under such PPAs; and

= hedge accounting requirements for companies that hedge their purchases or sales of electricity
using PPAs.

The IASB has also added new disclosure requirements for certain PPAs to IFRS 7 Financial
Instruments: Disclosures and IFRS 19 Subsidiaries without Public Accountability.: Disclosures.

The amendment is not expected to have a significant impact on the financial statements of the Bank.
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3. Changes in accounting policy and disclosures (continued)
(ii) New and amended standards and interpretations issued but not yet effective (continued)
IFRS 18 Presentation and Disclosure in Financial Statements

IFRS 18 will have an effect on the Bank, bringing significant changes to how it presents the income
statement and what information to disclose. The Bank is required to report the newly defined ‘operating
profit’ subtotal which is an important measure for investors’ understanding of the Bank’s operating results
i.e., investing and financing results are specifically excluded. This means that the results of equity accounted
investees are no longer part of operating profit and are presented in the ‘investing’ category. It also requires
the Bank to analyse their operating expenses directly on the face of the income statement either by nature,
by function or on a mixed basis. Under the new standard, the Bank needs to choose the presentation
method that provides the ‘most useful structured summary’ of those expenses. If any items are presented
by function on the face of the income statement, then a company provides more detailed disclosures about
their nature,

To provide investors with better insight into financial performance, the new standard includes enhanced
guidance on how companies group information in the financial statements. This includes guidance on
whether material information is included in the primary financial statements or is further disaggregated
in the notes.

The amendment is expected to have a significant impact on the financial statements of the Bank.
IFRS 19 Subsidiaries without Public Accountability: Disclosures

IFRS 19 allows eligible subsidiaries to apply IFRS Accounting Standards with the reduced disclosure
requirements of IFRS 19.

A subsidiary may choose to apply the new standard in its consolidated, separate or individual financial
statements provided that, at the reporting date:

= it does not have public accountability; and
= its parent produces consolidated financial statements under IFRS Accounting Standards.

A subsidiary applying IFRS 19 is required to clearly state in its explicit and unreserved statement of
compliance with IFRS Accounting Standards that IFRS 19 has been adopted.

Eligible subsidiaries can choose to apply the standard for reporting periods beginning on or after 1
January 2027. Earlier application is permitted.

The amendment is not expected to have a significant impact on the financial statements of the Bank.

4, Material accounting policies

The material accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all years unless otherwise stated.

A. Functional and presentation currency

Ttems included in the Bank’s financial statements are measured using the currency of the primary economic
environment in which the Bank operates (the functional currency’). These financial statements are
presented in United States Dollars (USD), which is the Bank's functional currency. Except as indicated, the
financial information has been rounded off to the nearest thousand.

Assets and liabilities expressed in various currencies are translated into US Dollars at rates of exchange
ruling at the statement of financial position date. Transactions during the year are converted at exchange
rates ruling at the transaction date. The resulting differences from the conversion and translation of all
transactions and balances are dealt with in the statement of profit or loss in the period in which they arise.

B. Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker (CODM). The CODM, which is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the Bank’s Board of Directors.
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C. Revenue recognition
(1) Interest income and expense

Interest income and expense for all interest-bearing financial instruments are recognised within ‘interest
income’ or ‘interest expense’ respectively in the statement of profit or loss using the effective interest
method.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial
liability and of allocating the interest income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability.

When calculating the effective interest rate, the Bank estimates cash flows considering all contractual terms
of the financial instrument (for example, prepayment options) but does not consider future credit losses.

The calculation includes all fees and points paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of
a financial asset or liability.

Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.

Interest income and expense presented in the statement of profit or loss includes interest on financial
assets and liabilities at amortised cost on an effective interest rate basis.

(i) Fees and commission income

Fees and commission income that are integral to the effective interest rate on a financial asset or liability
are included in the measurement of effective interest rate ad are recognised over time as the related
services are performed.

Other fees and commission income including account servicing fees are recognized at a point in time as
the contractual service is performed per requirement of IRFS 15, Revenue from contracts with customers.

(iii)  Dividend incorme

Dividend income is recognised when the right to receive dividends is established.

D. Property and equipment

Property and equipment are stated at cost or valuation less accumulated depreciation and impairment
losses. 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 asset to a working condition for its intended use, and the costs of dismantling and removing
the items and restoring the site on which they are located. Purchased software that is integral to the
functionality of the related equipment is capitalised as part of that equipment.

Property and equipment are stated at cost or valuation less accumulated depreciation and impairment
losses. 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 asset to a working condition for its intended use, and the costs of dismantling and removing
the items and restoring the site on which they are located. Purchased software that is integral to the
functionality of the related equipment is capitalised as part of that equipment.

Freehold land and buildings are measured at fair value less accumulated depreciation on buildings and
impairment losses recognised at the date of revaluation. Valuations are performed with sufficient frequency
to ensure that the fair value of a revalued asset does not differ materially from its carrying amount.
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D. Property and equipment (Continued)
Revaluation surplus

In accordance with IAS 16, the nature of revaluation surplus results from valuation of assets with significant
changes in fair value. The fair value of land and buildings is usually determined from market-based evidence
by appraisal that is done by professionally qualified valuers after every three to five years.

Changes in fair value are recognized in other comprehensive income and accumulated in equity under
revaluation surplus.

A revaluation surplus is recorded in other comprehensive income and credited to the asset revaluation
reserve in equity. However, to the extent that it reverses a revaluation deficit of the same asset previously
recognised in profit or loss, the increase is recognised in profit and loss. A revaluation deficit is recognised
in profit or loss, except to the extent that it offsets an existing surplus on the same asset recognised in the
asset revaluation reserve.

An annual transfer from the asset revaluation reserve to retained earnings is made for the difference
between depreciation based on the revalued carrying amount of the asset and depreciation based on the
asset’s original cost.

Additionally, accumulated depreciation as at the revaluation date is eliminated against the gross carrying
amount of the asset and the net amount is restated to the revalued amount of the asset. Upon disposal,
any revaluation reserve relating to the particular asset being sold is transferred to retained earnings.

Management and Directors review the residual value and useful life of an asset at the year end and any
change considered to be appropriate in accounting estimate is recorded through the statement of
comprehensive income.

Depreciation is calculated to write off the cost of the property and equipment on a straight-line basis over
the expected useful lives of the assets concerned. The rates for depreciation used are as follows:

Buildings 5%
Motor vehicles 25%
Office equipment 10% - 25%
Furniture 12.5%

Gains and losses on disposal of property and equipment are determined by reference to their carrying
amount and are taken into account in determining the result for the years.

E. Intangible assets

Computer software costs which are dlearly identifiable and controlled by the Bank and have probable
benefits exceeding the costs beyond one year are recognised as an intangible asset. Intangible assets are
stated at cost net of accumulated amortization and impairment losses.

Subsequent expenditure on software is capitalized only when it increases the future economic benefits
embodied in specific assets to which it relates. All other expenditure is expensed as incurred.

Amortization is recognized in statement of profit or loss on a straight-line basis over an estimated useful
life of software from the date that it is available for users. The estimated useful life of the software is four

years.

F. Capital work-in-progress

Assets in the course of construction (capital work-in-progress) are not depreciated. Upon completion of the
project the accumulated cost is transferred to an appropriate asset category where it is depreciated
according to the policy.
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G. Financial assets and liabilities
Measurement methods

Amortized cost and effective interest rate

(a) Financial Assets
(i) Classification and subsequent measurement

The amortised cost is the amount at which the financial asset or financial liability is measured at 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 loss allowance.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial asset or financial liability to the gross carrying amount of a financial
asset (i.e., its amortised cost before any impairment allowance) or to the amortised cost of a financial
liability. The calculation does not consider expected credit losses and includes transaction costs, premiums
or discounts and fees and points paid or received that are integral to the effective interest rate, such as
origination fees.

Financial assets and financial liabilities are recognized when the entity becomes a party to the contractual
provisions of the instrument. At initial recognition, the Bank measures a financial asset or financial liability
at its fair value plus or minus, in the case of a financial asset or financial liability not at fair value through
profit or loss, transaction costs that are incremental and directly attributable to the acquisition or issue of
the financial asset or financial liability, such as fees and commissions.

Transaction costs of financial assets and financial liabilities carried at fair value through profit or loss are
expensed in profit or loss. Immediately after initial recognition, an expected credit loss allowance (ECL) is
recognized for financial assets measured at amortized cost and investments in debt instruments measured
at FVOCI, which results in an accounting loss being recognized in profit or loss when an asset is newly
originated.

When the fair value of financial assets and liabilities differs from the transaction price on initial recognition,
the Bank recognises the difference as follows:

= When the fair value is evidenced by a quoted price in an active market for an identical asset or
liability (i.e. a Level 1 input) or based on a valuation technique that uses only data from
observable markets, the difference is recognised as a gain or loss.

. In all other cases, the difference is deferred, and the timing of recognition of deferred day one
profit or loss is determined individually. It is either amortised over the life of the instrument,
deferred until the instrument’s fair value can be determined using market observable inputs, or
realised through settlement.

The Bank applies IFRS 9 and classifies its financial assets in the following measurement categories:

= Fair value through profit or loss (FVTPL);

= Fair value through other comprehensive income (FVOCI); or

" Amortized cost.

The classification requirements for debt and equity instruments are described below:

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s
perspective, such as loans, government and corporate bonds and trade receivables purchased from clients
in factoring arrangements without recourse.

Classification and subsequent measurement of debt instruments depend on:
(i) The Bank’s business model for managing the asset; and

(i) The cash flow characteristics of the asset.

30



East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements (continued)
4. Material Accounting Policies (continued)

G. Financial assets and liabilities (continued)
Measurement methods (continued)
Amortized cost and effective interest rate (continued)

(a) Financial Assets(continued)
(i) Classification and subsequent measurement(continued)

Debt instruments

Based on these factors, the Bank classifies its debt instruments into one of the following three measurement
categories:

" Amortized cost: Assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest ("SPPI’), and that are not designated at
FVPL, are measured at amortized cost. The carrying amount of these assets is adjusted by any
expected credit loss allowance recognized. Interest income from these financial assets is included
in ‘Interest and similar income’ using the effective interest rate method.

= Fair value through other comprehensive income (FVOCI): Financial assets that are held for
collection of contractual cash flows and for selling the assets, where the assets’ cash flows
represent solely payments of principal and interest, and that are not designated at FVPL, are

measured at fair value through other comprehensive income (FVOCI). Movements in the carrying
amount are taken through Other Comprehensive Income (OCI), except for the recognition of
impairment gains or losses, interest revenue and foreign exchange gains and losses on the
instrument’s amortized cost which are recognized in profit or loss.

When the financial asset is derecognized, the cumulative gain or loss previously recognized in
OCl is reclassified from equity to profit or loss and recognized in ‘Net Investment income’. Interest
income from these financial assets is included in ‘Interest income’ using the effective interest rate
method.

= Fair value through profit or loss: Assets that do not meet the criteria for amortized cost or FVOCI
are measured at fair value through profit or loss. A gain or loss on a debt investment that is
subsequently measured at fair value through profit or loss and is not part of a hedging
relationship is recognized in profit or loss and presented in the profit or loss statement within
‘Net trading income’ in the period in which it arises, unless it arises from debt instruments that
were designated at fair value or which are not held for trading, in which case they are presented
separately in ‘Net investment income’. Interest income from these financial assets is included in
‘Interest income’ using the effective interest rate method.

Business model: the business model reflects how the Bank manages the assets in order to generate
cash flows. That is, whether the Bank’s objective is solely to collect the contractual cash flows from the
assets or is to collect both the contractual cash flows and cash flows arising from the sale of assets. If
neither of these is applicable (e.g. financial assets are held for trading purposes), then the financial
assets are classified as part of “other’ business model and measured at FVTPL.

Factors considered by the Bank in determining the business model for a group of assets include past
experience on how the cash flows for these assets were collected, how the asset’s performance is evaluated
and reported to key management personnel, how risks are assessed and managed and how managers are
compensated.

An example is the liquidity portfolio of assets, which is held by the Bank as part of liquidity management
and is generally classified within the hold to collect and sell business model.

Securities held for trading are held principally for the purpose of selling in the near term or are part of a
portfolio of financial instruments that are managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking. These securities are classified in the ‘other’ business model and
measured at FVPL.
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G. Financial assets and liabilities (continued)
Measurement methods (continued)
Amortized cost and effective interest rate (continued)

a. Financial Assets(continued)

(i) Classification and subsequent measurement(continued)

SPPI: Where the business model is to hold assets to collect contractual cash flows or to collect contractual
cash flows and sell, the Bank assesses whether the financial instruments’ cash flows represent solely
payments of principal and interest (the 'SPPI test’). In making this assessment, the Bank considers whether
the contractual cash flows are consistent with a basic lending arrangement i.e. interest includes only
consideration for the time value of money, credit risk, other basic lending risks and a profit margin that is
consistent with a basic lending arrangement. Where the contractual terms introduce exposure to risk or
volatility that are inconsistent with a basic lending arrangement, the related financial asset is classified and
measured at fair value through profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether their
cash flows are solely payment of principal and interest.

The Bank reclassifies debt investments when and only when its business model for managing those assets
changes. The reclassification takes place from the start of the first reporting period following the change.
Such changes are expected to be very infrequent, and none occurred during the period.

Equity instruments

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that is,
instruments that do not contain a contractual obligation to pay and that evidence a residual interest in the
issuer's net assets. Examples of equity instruments include basic ordinary shares. The Bank subsequently
measures all equity investments at fair value through profit or loss, except where the Bank management
has elected, at initial recognition, to irrevocably designate an equity investment at fair value through other
comprehensive income.

The Bank’s policy is to designate equity investments as FVOCI when those investments are held for
purposes other than to generate investment returns. When this election is used, fair value gains and losses
are recognized in OCI and are not subsequently reclassified to profit or loss, including on disposal.
Impairment losses (and reversal of impairment losses) are not reported separately from other changes in
fair value.

Dividends, when representing a return on such investments, continue to be recognized in profit or loss as
other income when the Bank’s right to receive payments is established. Gains and losses on equity
investments at FVPL are included in the other losses line in the statement of comprehensive income.
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G. Financial assets and liabilities (continued)
(a) Financial Assets (continued)
(i) Impairment

The Bank assesses on a forward-looking basis the expected credit losses associated with its debt instrument
assets carried at amortized cost and FVOCI and with the exposure arising from loan commitments and
financial guarantee contracts. The Bank recognizes a loss allowance for such losses at each reporting date.
The measurement of expected credit loss (ECL) reflects:

u An unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes;

u The time value of money; and

= Reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

Significant Increase in Credit Risk (SICR)

At each reporting date, the Bank performs both qualitative and quantitative assessments whether there
has been a significant increase in credit risk for exposures since initial recognition by comparing the risk of
default occurring over the remaining expected life from the reporting date and the date of initial recognition.

The assessment considers borrower-specific quantitative and qualitative information without consideration
of collateral, and the impact of forward-looking macroeconomic factors.

= The common assessments for SICR are largely determined by the macroeconomic outlook,
management judgement, and delinquency and monitoring.

= Quantitative models may not always be able to capture all reasonable and supportable
information that may indicate a significant increase in credit risk. Qualitative factors may be
assessed to supplement the gap. Examples of situations include a significant departure from the
primary source of repayment, changes in adjudication criteria for a particular group of borrowers;
changes in portfolio composition; and legislative changes impacting certain portfolios.

(iii) Modification of loans

As a long-term lender, it is not unusual for the Bank to renegotiate or otherwise modify the contractual
cash flows of loans to customers. When this happens, the Bank assesses whether or not the new terms
are substantially different to the original terms.

The Bank does this by considering, among others, the following factors:

« If the borrower is in financial difficulty, whether the modification merely reduces the contractual
cash flows to amounts the borrower is expected to be able to pay.

= Whether any substantial new terms are introduced, such as a profit share/equity-based return
that substantially affects the risk profile of the loan.

«  Significant extension of the loan term when the borrower is not in financial difficulty.
=  Significant change in the interest rate.
= Change in the currency the loan is denominated in.

= Insertion of collateral, other security or credit enhancements that significantly affect the credit
risk associated with the loan.

If the terms are substantially different, the Bank derecognizes the original financial asset and recognizes a
‘new’ asset at fair value and recalculates a new effective interest rate for the asset. The date of renegotiation
is consequently considered to be the date of initial recognition for impairment calculation purposes,
including for the purpose of determining whether a significant increase in credit risk has occurred.
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G. Financial assets and liabilities (continued)

(a) Financial Assets (continued)

(iii) Modification of loans (continued)

However, the Bank also assesses whether the new financial asset recognized is deemed to be credit-
impaired at initial recognition, especially in circumstances where the renegotiation was driven by the debtor
being unable to make the originally agreed payments. Differences in the carrying amount are also
recognized in profit or loss as a gain or loss on derecognition.

If the terms are not substantially different, the renegotiation or modification does not result in
derecognition, and the Bank recalculates the gross carrying amount based on the revised cash flows of the
financial asset and recognizes a modification gain or loss in profit or loss.

Financial assets, or a portion thereof, are de-recognized when the contractual rights to receive the cash
flows from the assets have expired, or when the Bank assesses that the possibility for such cash flow is
remote especially when a loan remains in non-performing category for long period without being turned
around successfully.

In most cases the Bank continues to follow up for repayments and when cashflows can be ascertained with
reasonable degree of certainty then recognition of the expected cashflow is included in the financial
statements. In other cases, recognition is made when actual collection happens.

(b) Financial liabilities
i) Classification and subsequent measurement

In both the current and prior period, financial liabilities are classified as subsequently measured at amortised
cost, except loan commitments.

ii) Derecognition

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specified in the
contract is discharged, cancelled or expires).

The exchange between the Bank and its original lenders of debt instruments with substantially different
terms, as well as substantial modifications of the terms of existing financial liabilities, are accounted for as
an extinguishment of the original financial liability and the recognition of a new financial liability. The terms
are substantially different if the discounted present value of the cash flows under the new terms, including
any fees paid net of any fees received and discounted using the original effective interest rate, is at least
10% different from the discounted present value of the remaining cash flows of the original financial liability.
In addition, other qualitative factors, such as the currency that the instrument is denominated in, changes
in the type of interest rate, new conversion features attached to the instrument and change in covenants
are also taken into consideration.

iii) Modification of loans

If an exchange of debt instruments or modification of terms is accounted for as an extinguishment, any
costs or fees incurred are recognised as part of the gain or loss on the extinguishment. If the exchange or
modification is not accounted for as an extinguishment, any costs or fees incurred adjust the carrying
amount of the liability and are amortised over the remaining term of the modified liability.

H. Derivative instruments

The Bank uses derivative instruments in its portfolios for asset/liability management, and risk management.
These instruments are mainly cross-currency swaps and interest rate swaps. The derivatives are used to
manage exposure to currency risk which arises when the Bank issues loans in the local currencies of
member states out of predominantly USD denominated borrowings. The interest component of the
derivatives is reported as part of interest income and expense.

The Bank classifies all derivatives as held-for-trading and these are measured at fair value, with all changes
in fair value recognised in profit or loss.
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H. Derivative instruments (continued)

Derivatives embedded in other financial instruments or other non-financial host contracts are treated as
separate derivatives when their risks and characteristics are not closely related to those of the host contract
and the host contract is not carried at fair value with unrealised gains or losses reported in profit or loss.
Where material, such derivatives are separated from the host contract and measured at fair value with
unrealised gains and losses reported in profit or loss.

I Impairment of non-financial assets

The carrying amounts of the Bank’s assets are reviewed at each statement of financial position date to
determine whether there is any indication of impairment. If such a condition exists, the assets’ recoverable
amount is estimated, and an impairment loss recognised in the statement of comprehensive income
whenever the carrying amount of an asset exceeds the recoverable amount.

J. Fiduciary assets
Assets held in a fiduciary capacity are not treated as assets of the Bank in the statement of financial position.

K. Leases

At inception of a contract, the Bank 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 Bank uses the definition of a lease in IFRS 16.

i. Bank acting as a lessee

At commencement or on modification of a contract that contains a lease component, the Bank allocates
consideration in the contract to each lease component on the basis of its relative standalone price. However,
for leases of branches and office premises the Bank has elected not to separate non-lease components and
accounts for the lease and non-lease components as a single lease component. The Bank recognizes 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 any improvements made to branches or office premises. The right-of-use asset
is subsequently depreciated using the straight-line method from the commencement date to the end of the
lease term. 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 Bank’s incremental borrowing rate. Generally, the Bank uses its incremental borrowing
rate as the discount rate. The Bank 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 gquarantee; and — the exercise price under a purchase option that the Bank is reasonably
certain to exercise, lease payments in an optional renewal period if the Bank is reasonably certain to
exercise an extension option, and penalties for early termination of a lease unless the Bank is reasonably
certain not to terminate early.

The lease liability is measured at amortized 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 Bank’s estimate of the amount expected to be payable under a residual value guarantee, if the Bank
changes its assessment of whether it will exercise a purchase, extension or termination option or if there
is a revised in-substance fixed lease payment. When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying amount of the right-of-use asset or is recorded in profit
or loss if the carrying amount of the right-of-use asset has been reduced to zero.
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K. Leases (continued)
i. Bank acting as a lessee (continued)
Short-term leases and leases of low-value assets

The Bank has elected not to recognize right-of-use assets and lease liabilities for leases of low-value assets
and short-term leases, including leases of IT equipment. The Bank recognizes the lease payments
associated with these leases as an expense on a straight-line basis over the lease term.

ii. Bank acting as a lessor

At inception or on modification of a contract that contains a lease component, the Bank allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone selling
prices. When the Bank acts as a lessor, it determines at lease inception whether the lease is a finance lease
or an operating lease. To classify each lease, the Bank 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 Bank considers certain indicators such as whether the lease is for the major
part of the economic life of the asset.

The Bank applies the derecognition and impairment requirements in IFRS 9 to the net investment in the
lease. The Bank further regularly reviews estimated unguaranteed residual values used in calculating the
gross investment in the lease.

L. Offsetting

Financial assets and liabilities are only offset and the net amount reported in the statement of financial
position where there is a legally enforceable right to set off the recognised amounts and the Bank intends
to either settle on a net basis or realize the asset and settle the liability simultaneously. Income and
expenses are presented on a net basis when permitted by the accounting standard or for gains and losses
arising from a group of similar transactions. During the year there was no offsetting transaction (2024: Nil).

M. Provisions

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. Provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability. Where the Bank expects a provision to be reimbursed, for
example under an insurance contract, the reimbursement is recognised as a separate asset but only when
the reimbursement is virtually certain.

i) Retirement obligations

The Bank operates a defined contribution retirement benefit scheme to which employees contribute 10%
of their basic salary and the Bank contributes 10%, 12.5% or 15% of the employees’ basic salary depending
on his/her length of service. The Bank complies with Member States regulations with respect to social
security contributions where applicable. A defined contribution plan is a pension plan under which the Bank
pays fixed contributions into a separate entity. The Bank has no legal or constructive obligations to pay
further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating
to employee service in the current and prior periods.

A defined benefit plan is a pension plan that is not a defined contribution plan. Typically defined benefit
plans define an amount of pension benefit that an employee will receive on retirement, usually dependent
on one or more factors, such as age, years of service and compensation. The Bank’s contributions to the
scheme are charged to the statement of profit or loss in the year in which they are made. Costs relating to
early retirement are charged to the statement of profit or loss in the year in which they are incurred.
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4. Material Accounting Policies (continued)
M. Provisions (continued)
ii)  Service gratuity
The Director General is entitled to contract gratuity equivalent to 20% of the annual gross salary. Gratuity

is accounted for on an accruals basis. An accrual for the amount payable is made each year and is charged
to the statement of profit or loss.

iii)  Other entitlements

The estimated monetary liability for employees’ accrued annual leave entitlement at the reporting date is
recognised as an expense accrual.

N. Investment properties

Properties held for long-term rental yields that are not occupied by the Bank are classified as investment
properties.

Certain properties of the Bank consist of a portion that is held for rental and a portion used for administrative
purposes or occupied by Bank staff. In respect to such properties, portions that are held for rental yields
or capital appreciation and can be leased or sold separately have been accounted for as investment
property.

The properties held purely for rental yields have been classified under investment property. The Investment
properties are recognised at fair value. When the use of property changes from owner occupied to
investment property, the property is re-measured at fair value and reclassified as investment property. Any
gain arising on revaluation is recognized through other comprehensive income. Any loss arising on
revaluation is recognized through the Profit or Loss.

0. Grants

Grants are recognised at their fair value where there is reasonable assurance that the grant will be received,
and all attaching conditions will be complied with. When the grant relates to an expense item, (revenue
grant) it is recognised as income over periods necessary to match the grant on a systematic basis to the
costs that it is intended to compensate. Where the grant relates to an asset, (capital grant) it is recognised
in the statement of comprehensive income on a systematic basis over the expected useful life of the
relevant asset.

P. Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise of cash with Banks
held as demand and time deposits with original maturities of less than 90 days.

Q. Contingent liabilities — Financial guarantees and loan commitments

Letters of credit acceptances and guarantees are accounted for as Off-Balance Sheet items and described
as contingent liabilities. Financial guarantee contracts require the issuer to make pre-agreed payments to
reimburse the holder for loss incurred because a specified debtor fails to make payments when due in
accordance with the terms of a debt instrument. Such financial guarantees are given to Banks, financial
institutions and others on behalf of customers to secure loans, overdrafts and other Banking facilities.

Financial guarantees are initially measured at fair value and subsequently measured at the higher of:

" The amount of loss allowance; and
. The premium received on initial recognitions less income recognized in accordance with the

principles of IFRS 15.

Loan commitments provided by the Bank are measured as the amount of the loss allowance assuming the
customer draws on the loan. However, the drawdown from the loans commitments is subject to fulfilments
of conditions agreed in the loan contract and therefore the provision takes into account such conditions.
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4. Material Accounting Policies (continued)

R. Taxation

In accordance with Article 49 of the Bank’s Charter, the Bank, its property, other assets, income and its
operations and transactions are exempt from all taxation and custom duties within member countries.

S. Dividends

Dividends on ordinary shares are charged to equity in the period in which they are declared. Proposed
dividends are shown as a separate component of equity until declared.

T. Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in presentation in the
current year. The classifications have had an impact on the respective comparative balances in the
statement of comprehensive income, statement of financial position and the statement of cashflows
respectively.

U. Share capital

Class A and Class B Ordinary shares are dlassified as ‘share capital’ within equity. Any premium received
over and above the par value of the shares is classified as “share premium’ under equity.

Class A shareholders do not have option to exit the Bank. However, the Charter provide basis under which
class B shareholders may exit or sale their shares. The sale of Class B shares is accounted for as a share
repurchase.

V. Capital reserves

The Capital reserves include:
= Funds awaiting allotment, representing unallocated contributions designated for share capital;
= A revaluation reserve, arising from the periodic revaluation of the Bank’s property; and

« A special reserve, this is non-distributable and is maintained to enable the Bank to meet liabilities
on borrowings or guarantees, as provided under Article 18 of the Bank's Charter.
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5.

Interest income

2025 2024
usD ‘000 uUsD ‘000
Interest income on loans to projects 15,997 13,114
Interest income on lease receivables 2 12
Interest income on placements with other Banks 14,419 16,352
Interest income from derivatives 1,184 77
31,602 29,555
All interest income is calculated using the effective interest income method.
Interest expense
2025 2024
uUsD ‘000 uUsD ‘000
Interest expense on borrowings 8,054 7,373
Interest expense on lines of credit 293 1,259
Interest expense on derivatives 3,233 289
11,580 8,921
All interest expense is calculated using the effective interest income method.
Fee and commission income
2025 2024
usD ‘000 usD ‘000
Management Fees 155 83
155 83

Performance obligations and revenue recognition policies

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

service to a customer.

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

recognition policies.

performance obligations, including IFRS 15
significant payment terms

Type of service | Nature and timing of satisfaction of Revenue recognition under

fees are paid as a percentage of the amount
outstanding on the loan.

Management Management fees comprises fees paid by Management fees is recognised
fees customers to cater for monitoring costs incurred over time as the bank monitors the
by the bank in relation to their accounts. These loan.

Other fees and Other Fees and Commission Income is comprised | Other fees and Commission income
commission of income earned in the form of restructuring is recognised when the contractual
income fees, early loan repayment penalties, and others | terms are triggered for example

when a customer’s loan is
restructured or prepaid.
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8.

10.

11.

Other operating income

Rental income

Dividend income

Recovery of previously written off loans
Profit on Sale of Fixed Assets

Write back of other liabilities

Other losses

Net foreign exchange losses

Net fair value gain on equity investments at fair value (Note 21)
Net fair value gain on Available for sale investments at fair value
Net fair value gain/(loss) on derivative instruments (Note 19)

Employee benefits expense

Salaries and wages
Pension and gratuity (Note 41)
Other staff costs

Other operating expenses

Staff duty travel

Directors’ expenses

Insurance

Advertising and publicity

Legal fees

Computer software expenses
Special audits costs*

Statutory audit fees**
Consultancy fees

Project insurance

Utilities

Communication costs
Establishments expenses
Subscription to professional bodies
Swift/Bank Charges

Maintenance of office equipment
Other administrative expenses

2025 2024
USD ‘000 USD '000
550 530

18 11
3,969 847
3 -

88 115
4,628 1,503
2025 2024
USD ‘000 USD ‘000
1,073 (1,565)

- 276

(34) =
(1,137) 398
(98) (891)
2025 2024
USD ‘000 USD ‘000
1,979 2,176
223 314
952 1,003
3,154 3,493
2025 2024
USD ‘000 USD ‘000
301 187
356 162
285 255
262 293
510 893
164 152
34 43

55 75
223 326
512 305
51 59
114 124
415 422
50 19

73 75

49 55

90 79
3,544 3,524

Other administrative expenses include printing, stationery, and bank membership subscriptions.
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11. Other operating expenses (continued)

* Included in the special audits costs is the fee for other services from KPMG in respect to Review of
project financial statements of the Regional Collaboration Centre for East and Southern Africa
financed by Africa Development Bank Group, Certification of the Bank’s compliance with covenants,
Audit of the disposition fund account and Vulnerability Assessment and Penetration Testing Services
and for the year ended 31 December 2025 amounting to USD 29,250

** Statutory audit fees relates to the financial statements audit fee.

12. Profit before income tax

2025 2024
uUSsD ‘000 usD ‘000
Profit before income tax 16,928 11,201

Profit before income tax is stated after charging the following expenses by their nature:

Directors’ emoluments:

- Fees and allowances 252 57
- Other Board expenses 105 106
Depreciation on property and equipment (note 24) 262 253
Depreciation of right-of-use asset (note 26) 73 79
Amortization of intangible assets (note 25) - -
Impairment losses charged on financial assets (note 17b) 701 2,783
Employee benefits expense (Note 10) 3,154 3,493
Auditor’s remuneration 55 75
Operating expenses (note 11) 3,544 3,524

13. Taxation

In accordance with Article 49 of the Bank's Charter, the Bank, its property, other assets, income and its
operations and transactions are exempt from all taxation and custom duties within Member States.

14. Earnings per share — basic and diluted

Basic earnings per share is calculated by dividing the net profit for the year attributable to ordinary
shareholders by the weighted average number of ordinary shares outstanding during the year.

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares
for the number of shares not yet issued but for which payments have been received by the Bank.

2025 2024

usoD uUsbD

Net profit attributable to ordinary shareholders 16,928,000 11,201,000

x\;eicglgl‘t;?ﬁg ?r\;f;rjg:r number of ordinary shares in issue and paid 20,507 17,763

Basic earnings per share 825 631
Diluted Earnings per share

Dilutive number of ordinary shares 5 5

Total issued and dilutive shares 20,512 17,768

Diluted earnings per share 825 630

Dilutive shares represent the number of shares generated from the balance of funds awaiting allotment

(Note 34).
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15.

16.

17.

Cash at bank

Cash at bank

Placements with commercial banks

Placements with banks in Member States
Principal
Interest receivable

Placements with banks in other States
Principal
Interest receivable

The above amount is analyzed as follows:
Amounts due within 3 months of date of acquisition
Amounts due after 3 months of date of acquisition

2025 2024
USD ‘000 USD ‘000
21,653 33,414
2025 2024
USD ‘000 USD ‘000
56,643 40,202
1,628 487
205,206 265,282
3,097 2,622
266,574 308,593
202,745 172,750
63,829 135,843
266,574 308,593

The weighted average effective interest rate on deposits due from banks was 4.75% (2024: 4.94%).

Loans and advances to customers

Loans to projects (Gross)

Principal

Interest receivable

Deferred fee income from disbursed loans

Gross loans

Gross loans and leases receivable comprise the following:

Loans to projects
Finance lease receivables
Total gross loans and receivables

Impairment losses on loans and advances (Note 17a)
Net carrying amounts

Maturity analysis of loans

Loans maturing within one year

Loans maturing after one year but within five years
Loans maturing after five years

2025 2024
USD ‘000 USD ‘000
195,306 129,087
2,459 2,224
(1,200) (655)
196,565 130,656
196,565 130,563

2 93
196,565 130,656
(1,734) (2,140)
194,831 128,516
60,819 40,852
169,091 109,841
18,312 13,626
248,222 164,319
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17 Loans and advances to customers (continued)

a)  The table below is an analysis of the movement in the provision for impairment of loans and

advances.

Loss allowance at end of year

Less: provisions at start of the year as above
Increase in provision for expected credit losses
Direct write-offs

Total charge for the year

Distribution of loans and receivables by sector

Agro, marine and food processing
Consumer Industrial Manufacturing

Construction companies, building materials and real estate

Financial Institutions

Education, health and other community services
Transport and storage

Sovereign

Electricity and water

Hotels, tourism, leisure and entertainment

b) Expected credit losses on financial assets

Impairment losses charged to profit or loss

Impairment on loans and advances to customers (Note 17 a)

Impairment on other financial assets (Note 22)

2025 2024
UsSD ‘000 uUsD ‘000
1,734 2,140
(2,140) (1,918)
(406) 222
1,107 2,561
701 2,783
6% 11%

2% 2%

1% 2%
46% 25%
1% 1%
11% 15%
30% 40%
1% 2%

2% 2%
100% 100%
2025 2024
uUsD ‘000 UsSD ‘000
701 2,783

68 89
769 2,872
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is.

Segment information

Management has determined the operating segments based on information reviewed by the Board of

Directors for the purpose of allocating resources and assessing performance. The Board of Directors

considers the business from both a geographic and product perspective. Geographically, the Board

considers the performance in Kenya, Uganda, Tanzania and Rwanda. The reportable operating

segments derive their revenue primarily from lending to foster development through various products

such as project loans, leases and equity. The Board assesses the performance of the operating

segments based on a measure of gross loans and advances to customers, portfolio quality, approvals,

disbursements and profit. The measure excludes the effects of unrealised gains or losses on financial

instruments. Interest expenditure is allocated to segments based on agreed formular reflecting total

funds deployed. The segment information provided to the Board of Directors for the reportable

segments for the year ended 31 December 2025 and 2024 respectively is as follows:

Year ended 31 December 2025

Loan exposure by Net

country Gross Balances % Balances %
uUsD'000 UsD'000

Country

Uganda 55,191 28% 54,934 28%

Kenya 8,422 4% 8,347 4%

Tanzania 102,384 52% 100,999 52%

Rwanda 30,568 16% 30,551 16%

Total 196,565 100% 194,831 100%

Exposure by product

Long term loans 161,945 82% 160,415 82%

Medium term loans 29,437 15% 29,264 15%

Short term loans 5,183 3% 5,152 3%

Total 196,565 100% 194,831 100%

Year ended 31 December 2024

Loan exposure by Net

country Gross Balances %o Balances %o
usD'000 usD'000

Country

Uganda 39,495 30% 38,133 30%

Kenya 8,048 6% 7,982 6%

Tanzania 78,013 60% 77,311 60%

Rwanda 5,100 4% 5,090 4%

Total 130,656 100% 128,516 100%

Exposure by product

Long term loans 114,831 88% 112,732 88%

Medium term loans 10,659 8% 10,618 8%

Short term loans 5,166 4% 5,166 4%

Total 130,656 100% 128,516 100%
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18. Segment information (continued)

Year ended 31 December 2025

(continued)

Performing I\!on
Country portfolio %  performing % Totals
portfolio
Portfolio quality (Gross) uUSsD'000 usD'000 usD'000
Uganda 54,182  27.56% 1,009 0.51% 55,191
Kenya 8,422 4.28% - 0.00% 8,422
Tanzania 102,384  52.09% - 0.00% 102,384
Rwanda 30,568 15.56% - 0.00% 30,568
Totals 195,556 99.49% 1,009 0.51% 196,565
Portfolio quality (Net)
Country
Uganda 54,055  27.74% 879 0.45% 54,934
Kenya 8,347 4.28% - 0.00% 8,347
Tanzania 100,999 51.84% - 0.00% 100,999
Rwanda 30,551  15.69% - 0.00% 30,551
Totals 193,952 99.55% 879 0.45% 194,831
Year ended 31 December 2024
Performing Hon-
Country , %  performing % Total
portfolio :
portfolio
Portfolio quality (Gross) UsD'000 usD'000 uUsD'000
Uganda 38,338 29.3% 1,157 0.9% 39,495
Kenya 8,048 6.2% - 0.0% 8,048
Tanzania 78,013 59.7% - 0.0% 78,013
Rwanda 5,100 3.9% m 0.0% 5,100
Totals 129,499 99.1% 1,157 0.9% 130,656
Portfolio quality (Net)
Country
Uganda 38,031 29.6% 102 0.1% 38,133
Kenya 7,982 6.2% - 0.0% 7,982
Tanzania 77,311 60.1% - 0.0% 77,311
Rwanda 5,090 4.0% - 0.0% 5,090
Totals 128,414 99.9% 102 0.1% 128,516
Approvals and disbursements
Approvals Disbursements
uUSD‘000 uUsD’'000 UsSD’'000 USD'000
By country 2025 2024 2025 2024
Uganda 85,525 10,498 22,337 11,345
Kenya 2,010 - 2,000 1,932
Tanzania 49,368 79,806 36,559 20,000
Rwanda 16,000 20,746 30,690 4,948
152,903 111,050 91,586 38,225
By product
Loans 152,903 111,050 91,586 38,225
Leases 3 - = -
152,903 111,050 91,586 38,225
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East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements (continued)

19. Derivative financial instruments
Derivatives are financial instruments that derive their value in response to changes in interest rates,
financial instrument prices, commodity prices, foreign exchange rates, credit risk and indices. The table
below analyses the notional principal amounts and the positive (assets) and negative (liabilities) fair
values of the Bank’s derivative financial instruments. Notional principal amounts are the amount of
principal underlying the contract at the reporting date. There was an increase in the number of derivative
instruments during the year. The fair values of derivative financial assets and financial liabilities
(currency swap) at 31 December 2025 were as follows:
2025 2024
usD'000 usD'000
Notional principal amounts 73,026 13,675
Fair value Assets 73,026 13,675
Fair value Liabilities 73,867 13,283
The table below shows the movement in fair value of financial assets during the year and fair value
included in the profit or loss.
2025 2024
uUsD ‘000 USD ‘000
Derivative asset/(Liability) at the start of the year 296 (6)
Fair value (loss)/ gain during the year (1,137) 398
Net interest payable on derivative instruments (1,891) (96)
(2,732) 296
20. Assets available for sale
In 2023 the Bank de-recognized two loans, having made full provision. The loans were secured by land
properties which were put up for sale. These include apartment blocks and land in different locations.
Valuation of the assets available for sale was independently done by professional valuers. It has been
estimated that the sale process will take approximately one year and therefore the estimated sale values
were discounted to the present values at the time of reporting. The Bank wrote off one of the assets
available for sale after it no longer met conditions for available for sale assets. The asset was accordingly
written off and fully impaired under IFRS 9.
2025 2024
uUsD ‘000 USD ‘000
Assets available for sale at the start of the year 1,361 3,370
Additions during the year - “
Write off of assets available for sale asset - (2,477)
Less:
Receipts/repayments (79) (209)
Foreign exchange gain 13 677
Fair value gain/ (loss) (34) -
Assets available for sale end of year 1,261 1,361
21. Equity investments at fair value through profit and loss

The Bank advances financing in the form of equity in exceptional cases where the project is assessed
to have a significant impact on the community and its development as well as where the equity
participation is necessary for improving the capital structure of the company or where the sponsors are
unable to raise additional equity to enable the borrower operate on a commercially sound footing.
Usually these are companies, which have substantial development impact but whose cash flows cannot
support continuous repayments for long term loans. These investments are reported at their fair values
in accordance with the Bank’s accounting policies.
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Notes to the financial statements (continued)

21. Equity investments at fair value through profit and loss (continued)
The movement in equity investments during the year was as follows:
2025 2024
uUsD ‘000 uUsD ‘000
At start of year 1,001 649
Provisions = =
Foreign exchange (loss)/gain (8) 76
Fair value gain = 276
At end of year 993 1,001
22. Other assets
Prepayments 261 185
Value Added Tax receivable 115 590
Fees and commission receivable 25 19
Tenants rent receivable 87 80
Front End Fees 965 858
Settlement Account 1 10
Other receivables 191 206
1,645 1,948
IFRS 9 impairment provision (201) (737)
1,444 1,211
Other receivables includes staff debtors, interbranch transfers, settlement account for money markets,
and salary advances.
The movement in the IFRS 9 impairment provision for other assets is included below;
2025 2024
uUsD ‘000 UsD ‘000
At start of year 737 573
Provisions for the year 68 89
Net foreign exchange movement (604) 75
At end of year 201 737
The foreign exchange movements result from the impact of revaluation as the provisions are maintained
in the currencies of the respective receivables.
Maturity profile of other assets 2025 2024
uUsD ‘000 UsD ‘000
Amount receivable with in 3months 352 930
Amount receivable with in 6months 303 36
Amounts receivable within one year 789 850
1,444 1,816
23. Investment property
At start of year 23,048 22,631
Additions 162 191
Investment Property under Work in Progress 353 =
Transfers from PPE Work in Progress (Note 24) - 133
Net fair value gains /(losses) 23 93
At end of year 23,586 23,048

An independent valuation of the Bank’s land and buildings was performed by professional valuers Knight
Frank Limited for locations in Uganda and Kenya and Africa Property Limited for locations in Tanzania,
to determine the fair value of the land and buildings as at 31 December 2025 based on estimated open
market values.
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Notes to the financial statements (continued)

23.

Investment property (continued)
Properties that are held by the Bank for generation of rental income have been classified under
investment property. Land and buildings to the extent occupied by the Bank for administrative use are
classified under property, plant and equipment (Note 24). ’
The table below shows revenue, costs and capital commitments related to investment property:
2025 2024

uUsD 000 usD ‘000
Rental income from investment property 550 530
Direct operating expenses: Rented properties 23 15
Direct operating expenses: Unrented properties 9 3
Approved capital commitment 4,850 2,500

The Bank signs annual lease agreements with its tenants. All future undiscounted lease payments
amounting to USD 326,532 are due within 1 year.

Non-financial assets carried at fair value, by valuation method. The different levels have been defined
as follows:

—  Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

— Inputs for the year ended 31 December 2025 other than quoted prices included within level 1 that
are observable for the asset or liability, either directly (that is, as prices) or indirectly (that is,
derived from prices) (Level 2).

- Inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3).

Fair value measurements

External valuers are involved for valuation of significant assets, such as investment properties.
Involvement of external valuers is determined annually by the Management team after discussion with
and approval by the Board of Directors. Selection criteria include market knowledge, reputation,
independence and whether professional standards are maintained.

Investment properties were measured based on Fair value of the properties as was determined using
the market approach valuation method. The valuations have been performed by an independent expert
based on a collation and analysis of appropriate comparable transactions, together with evidence of
demand within the vicinity of the subject property. With the benefit of such transactions, they applied
these to the property, taking into account size, location, aspect and other material factors.

As at the dates of fair valuation on 31 December 2025, the properties’ fair values are based on valuations
performed by Knight Frank Uganda Limited and Africa Property Limited, registered independent valuers
who have valuation experience for similar office properties in Uganda, Kenya and Tanzania. A net gain
from the fair valuation of the investment properties of USD 23,237 in 2025, (2024: USD 92,761) was
recognised in profit or loss.

The fair value measurements for all of the investment properties have been categorized as Level 2 fair
value measurements.

Market approach valuation method

The following are the two market approach valuation methods used in measuring the fair values of the
investment properties as well as the significant inputs used;

(i) Comparative method

In undertaking the valuation of the property, the valuers made their assessment on the basis of a
collation and analysis of appropriate comparable transactions, together with evidence of demand within
the vicinity of the subject property. With the benefit of such transactions, they then applied these to
the property, taking into account size, location, aspect and other material factors.
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23.

Investment property (continued)

Market approach valuation method (continued)
(i) Depreciation replacement cost

The valuation was undertaken using the Depreciated Replacement Cost (DRC) method. The DRC
method is based on an estimate of the Market Value for the existing use of the land, plus the current
gross replacement (reproduction) costs of the improvements, less allowances for physical deterioration
and all relevant forms of obsolescence and optimisation. The DRC method is used for certain types of
properties which are rarely, if ever, sold in the open market, except by way of a sale of the business of
which they are a part (called the business in occupation), due to their uniqueness arising from the
specialised nature and design of the buildings, their configuration, size, location or otherwise.

Fair Value was used as a basis of value in the valuation in line with IFRS Accounting Standards and the
RICS Valuation Practice Guidance Application (VPGA 1), which give guidance on valuations for inclusion
in financial statements. Both RICS Professional Valuation Standards and International Valuation
Standards (IVS) indicate that the definition of Fair Value in IFRS is consistent with Market Value.

Land and buildings are usually traded in the market as a single unit -the land supports the buildings,
and the buildings cannot be used independently of the land. Therefore, the valuation process did not
differentiate between the two elements. Nevertheless, the IFRS Accounting Standards treats land and
buildings as 'separable' which leads to a requirement for separate valuations of the two elements hence
the apportionment when ascertaining Fair Values for financial reporting. However, it should be noted
that whilst the split was possible as a hypothetical exercise, it was emphasized that the resultant figures
were informal apportionments and that the individual figures themselves did not represent the Fair
Value of the elements involved, since the true valuation could only be the figure taken as a whole.

Fair value measurements

Fair value measurements as per valuation reports 2025 2024

uUsD’000 uUsD'000
Land 18,448 17,814
Buildings 5,138 5,234
Total 23,586 23,048
The fair value movement for the above is included below

2025 2024

uUsD'000 uUsD’000
Land
At start of year 17,814 16,779
Valuation gain/(loss) 634 1,035
Transfers from Property and equipment = -
At end of year 18,448 17,814
Buildings
At start of year 5,234 5,852
Additions 164 191
Work in Progress 351 -
Valuation gain/(loss) (611) (942)
Transfers from Work in Progress-Property & Equipment = 133
At end of year 5,138 5,234

During the year, total additions and work in progress amounted to USD 0.515 million, of which USD
0.162 million was settled in cash and presented within investing activities in the Statement of Cash

Flows
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East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements (continued)
24. Property and Equipment (Continued)

25.

26.

The fair value measurement for all land and buildings have been categorized as Level 2 fair value
measurements.

An independent valuation of the Bank’s land and buildings was performed by professional valuers Knight
Frank Limited for locations in Uganda and Kenya and Africa Property Limited for locations in Tanzania,
to determine the fair value of the land and buildings as at 31 December 2025 based on estimated open
market values. Land and buildings to the extent occupied by the Bank for administrative use are
classified under property and equipment while the rest are classified under Investment Property (Note
23). The details of the fair valuation methods used are disclosed in note 23.

If the land and building were carried at cost, the carrying amount is summarised below.

2025 2024
uUsD’000 usD’000
Cost 4,615 4,615
Accumulated depreciation (2,619) (2,388)
Carrying amount 1,996 2,227
Intangible assets
2025 2024
uUsD’000 uUsD’'000
Cost
At start of year 1,965 1,965
Additions during the year = E
1,965 1,965

Amortization
At start of year (1,965) (1,965)
Amortization charge for the year 2 -

(1,965) (1,965)
At end of year - -

Right-of-use assets

In respect of the change in accounting policy to IFRS 16 — Leases, the carrying amount of prepaid
operating lease rentals at 1 January 2019 were reclassified as right-of-use assets specifically in respect
to the Bank’s rented office premises in Kenya and Rwanda. The average lease term is 2 years and 3
years, respectively. The Bank last recalculated and made lease adjustments with new leases and interest
rates in 2023 when new leases were added.

2025 2024

usD’000 usD’000

Cost at start of year 405 405

Additions - -

Cost at end of year 405 405
Accumulated depreciation

At the start of year (173) (94)

Depreciation charge for the year (73) (79)

Accumulated depreciation at end of year (246) (173)

Net carrying amount at end of year 159 232
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27. Other liabilities

2025 2024
uUsD’'000 usD'000
Advances from customers 610 184
Rent received in advance 60 45
Accrued expenses 1,540 1,100
Deferred fee income 381 505
Deposits from tenants 90 82
KFW line of credit 5 =
KFW Managed Fund-Annual Interest 1,860 1,510
Suspended Income - 97
Settlement Control Account - 8,653
Other creditors 110 103
4,651 12,279

Maturity analysis of Other liabilities
Amount payable with in 3months 260 8,883
Amount payable with in 6months 2,150 1,381
Amounts payable within one year 2,241 2,015
4,651 12,279

Deferred income relating to loan arrangement fees on running loans is excluded from other liabilities to
loans and advances to customers in compliance to the IFRS9 requirement to measure financial assets
at amortised cost using the effective interest rate.

28. Borrowings

2025 2024
usD’'000 uUsD’'000
Lines of credit with multi-lateral development banks 131,641 127,914
Lines of credit with other financial Institutions 1,062 2,530
132,703 130,444

Maturity analysis of borrowings
Amounts payable within one year 23,015 16,510
Amounts payable after one year but within five years 91,318 97,541
Amounts payable after five years 44,313 46,835
158,646 160,886

Borrowings movement analysis
At start of year 130,444 112,837
Proceeds from borrowings 10,000 29,555
Interest incurred during the year 8,346 8,632
Principal payments within the year (10,559) (18,390)
Interest payments within the year (5,188) (6,180)
Foreign exchange differences (340) 3,990
At end of year 132,703 130,444

The weighted average effective interest rate on borrowings was 6.43% (2024: 6.62%). The Bank has
not given any security for the borrowings and has not defaulted on any of them. More information
regarding the currency, maturity and contractual repricing rates for the Bank’s borrowings are shown
in Note 40.
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29. Lease liabilities

Current
Non-current

Below is an analysis of the movements in lease liabilities:
At start of year

Additions

Payments of principal portion of lease liability

Payments of interest portion of lease liability

Interest charge for the year (recognized in profit or loss)
Net foreign exchange difference

At end of year

2025 2024
USD’000 USD’000
64 120
120 124
184 244
244 306
(79) (65)
(50) (60)
50 60
19 3
184 244

In 2023, the Bank recalculated lease liability and updated its discount rate based and new leasing terms.
The incremental borrowing rate applied was 16.5% and 8.37% for leases denominated in Kenya

Shillings and United States Dollars respectively.

At 31 December 2025, the future minimum lease payments under non-cancellable operating leases

were payable as follows:

Below 6 months
6 - 12 months

1 -5 Years
Over 5 Years

Amounts recognised in the profit or loss

Interest on lease liabilities
Depreciation on right of use asset

Amounts recognised in the statement of cashflows

Payment of principal portion of the lease liability
Interest paid on lease liabilities

2025 2024
usD’000 uUsD'000
33 60

30 60

128 291

191 411
2025 2024
uUsD’000 usD’000
50 60

73 79

2025 2024
usD’000 UsSD'000
79 65

50 60

129 125
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30. Special funds

31.

2025 2024
uUsD’000 UsD’'000
At start and end of year 3,990 3,990

This relates to the Norwegian/ EADB fund which was created out of a 1986/7 grant of NOK 30 million
by the Norwegian Government to the Government of Uganda to provide loans for the rehabilitation of
Ugandan industries. Under the grant agreement, the Bank was allowed to use a portion of interest paid
on those loans to cover administrative expenses. Any balance of interest on loans and other interest
earned on funds made available under the agreement was to accrue to a special fund to be managed
by the Bank. The special fund was to be used for certain expenditure including; a) payments fo
consultants and experts, b) strengthening the Bank’s administrative capacity, c) technical assistance,
d) loans on concessionary terms, e) or any other purpose agreed by the government of Norway and
the Bank. The agreement is silent on the use of principal repayments. Consultations are underway with
the Norwegian Government to determine the utilisation/ disposition of the remaining balance. The
principal repayments that were repaid from the loans disbursed under the fund created a liability since
EADB is eventually expected to repay the amount unless agreed otherwise.

Grants
Housing
Finance Share
Bank repurchase Total
feasibility grant
study grant

usD’000 UsSD’000 USD'000
Year ended 31 December 2025

At start of year 150 2,885 3,035
Additions = - -
At end of year 150 2,885 3,035

Year ended 31 December 2024

At start of year 150 2,885 3,035
Additions = = -
At end of year 150 2,885 3,035

Share repurchase grant

The share re-purchase grant was created during the year ended 31 December 2021 out of the discount
offered by FMO and DEG from the real value of shares at the time of their exit. The difference between
the market value and agreed settlement value is used to create grants which will be used to either
support new Class A shareholder or create an SME fund as may be approved by the Governing Council.
As per provisions of the share sale/purchase agreement, no additional grant was received in in 2025
(2024: Nil).

Housing Finance Feasibility study grant

The grant represents funds received from the Government of Tanzania to fund the Housing Finance
Bank feasibility study.
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32.

Share capital

Paid up Callable Paid up Callable
share share Total share share Total
capital capital capital capital

Number Number Number UsD’'000 usD’000 usD'000
(1) Authorised share capital
Class A
At 1 January 2024 24000 120,000 144,000 324,000 1,620,000 1,944,000
At 31 December 2024 24000 120,000 144,000 324,000 1,620,000 1,944,000
2323; December 24,000 120,000 144,000 324,000 1,620,000 1,944,000
Class B
At 1 January 2024 4,000 12,000 16,000 54000 162,000 216,000
At 31 December 2024 4000 12,000 16,000 54000 162,000 216,000
‘;f):; December 4,000 12,000 16,000 54,000 162,000 216,000
Totals Authorised
(Class A&B) As at 28,000 132,000 160,000 378,000 1,782,000 2,160,000
December
202482025
(2) Issued share capital
Class A
At 1 January 2024 14228 71,140 85,368 192,079 960,392 1,152,471
Issue of shares 4,637 23,185 27,822 62,599 312,998 375,597
23341 Decambar 18,865 94,325 113,190 254,678 1,273,390 1,528,068
Issue of shares - - - - - -
g;;; December 18,865 94,325 113,190 254,678 1,273,390 1,528,068
Class B
At 1 January 2024 1,306 1,037 2,343 17,631 14,000 31,631
Issue of shares 336 = 336 4,536 = 4,536
Share repurchase at ; i ) ; i _
par
g;gj December 1,642 1,037 2,679 22,167 14,000 36,167
Issue of shares - - - - - -
Share repurchase at
par - - - - - -
At 31 December
2025 1,642 1,037 2,679 22,167 14,000 36,167
Total (CL A&B)
2024 & 2025 20,507 95362 115,869 276,845 1,287,390 1,564,235
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32,

Share capital (Continued)

(3) Paid up capital ClassA Class B Total Class A Class B Total
Number Number Number uUsD’000 USD’000 usD’'000

At 1 January 2024 14,228 1,306 15,534 192,079 17,631 209,710
Issue of shares 4,637 336 4,973 62,599 4,536 67,135
Share repurchase = - - - - -

‘;g:i December 18,865 1,642 20,507 254,678 22,167 276,845

Issue of shares S - - - = -
Share repurchase - - - - - -

At 31 December 18,865 1,642 20,507 254,678 22,167 276,845

2025
Name 2025 2024

Shares Value % Shares Value %
Class A usD'000 uUsD'000
Government of Kenya 4,778 64,503 23.30% 4,778 64,503 23.30%
Government of United 4,778 64,503  23.30% 4,778 64,503 23.30%
Republic of Tanzania
Government of Uganda 4,778 64,503 23.30% 4,778 64,503 23.30%
Government of Rwanda 4,531 61,169 22.10% 4,531 61,169 22.10%
Total Class A 18,865 254,678 92.00% 18,865 254,678 92.00%
Class B
African Development Bank 1,559 21,046.5 7.60% 1,559 21,046.5 7.60%
Yugoslavia Consortium 35 472.5 0.17% 35 472.5 0.17%
SBIC - Africa Holdings 30 405 0.15% 30 405 0.15%
NCBA Bank Kenya Ltd 6 81 0.03% 6 81 0.03%
Nordea Bank Sweden 6 81 0.03% 6 81 0.03%
Standard Chartered Bank 3 40.5 0.01% 3 40.5 0.01%
London
Barclays Bank Plc., London 3 40.5 0.01% 3 40.5 0.01%
Total Class B 1,642 22,167 8.00% 1,642 22,167 8.00%
Total Class A & B 20,507 276,845 100% 20,507 276,845 100%

Authorised share capital

In 2015 the authorised capital stock was increased from USD 1,080,000,000 to USD 2,160,000,000
consisting of 80,000 additional shares being 100% increase in capital stock of the Bank with a par value
of USD 13,500 each. This was to enable admission of new members into the Bank. In addition, a
resolution was passed in 2013 approving African Development Bank (AfDB), a class B shareholder, to
subscribe for a further 740 class B paid up shares and 1,037 class B callable shares at USD 13,500 each.

Class A

The authorised number of Class A ordinary shares is 144,000, (2024: 144,000) at a par value of USD
13,500 each. Class A ordinary shares are available for subscription to only member states and in equal
proportion.
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32.

Share capital (Continued)
Class B

The authorised number of Class B ordinary shares is 16,000 (2024: 16,000) at a par value of USD
13,500 each. Class B ordinary shares are available for subscription to members other than member
states. All issued Class B shares are fully paid up.

Transfers from retained earnings to paid up capital

In 2024, the Bank converted USD 53.97 million of its accumulated profits and allotted additional 3,998
shares to existing shareholders in proportion of their paid up capital of the previous year 2023. This
included 3,662 Class A shares amounting to USD 49.44 million and 336 Class B shares valued at 4.53
million. There was no similar transfer done during the year ended 31 December 2025.

Share premium

Share premium arose on the shares issued to the Republic of Rwanda on admission at a value of USD
17,913 per share above par value of USD 13,500 per share translating into a premium of USD 4,413
per share. The final shares issued and paid for by the Republic of Rwanda on the admission program
was 419 shares in 2024 translating to a premium of USD 1.85 million. This brought cumulative number
of shares issued and paid for by the Republic of Rwanda on the admission program to 2,011 which is
equivalent to a premium of USD 8.874 million.

Callable capital

The capital stock of paid-in and callable Class A shares shall be available for subscription by member
states in such proportion that, for every six shares subscribed, one share shall be fully paid-in with the
remaining being callable. The Bank’s Charter provides that the Bank may make calls on its callable share
capital in the event that it is unable to repay borrowings and any other eligible payments due out of
pre-existing resources. In March 2012, the Bank’s Charter was amended to allow class B shareholders
to subscribe to callable capital of the Bank. In 2013, the Governing Council passed a special waiver on
article 4(2)b of the Bank’s Charter which sets out that for every four shares subscribed every one share
is fully paid in. Following the waiver, 1,037 class B callable shares were allotted to African Development
Bank.

Dividends

In accordance with the Bank’s Charter, Class B shareholders have priority in respect of distributions to
members over Class A shareholders. Dividends are payable to shareholders based on the number of
shares held by each member. During the year, the Bank did not declare any dividends (2024: NIL).

Share repurchase

Class A shareholders do not have the option to exit the Bank but the Charter provides basis on which
class B shareholders may exit/sale their shares. During the year, the Bank did not buy any shares from
class B shareholders. The Bank last exercised this option in 2023 when it repurchased 235 shares FMO
and DEG repurchased.
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33. Capital fund

2025 2024
USD ‘000 uUsD ‘000
At start and end of year 7,479 7,479

This represents the balance of funds received from the Norwegian Government, in 1982 and 1987 for
the Norwegian/ EADB fund on a grant basis. The Bank awaits feedback from the Norwegian Government
on the disposition of the outstanding amount and therefore remains a liability until a decision is made
otherwise.

34. Funds awaiting allotment

2025 2024

usD’'000 usD’000

At start of year 70 71
Cash received towards share capital - 15,011
Share allotment within the year 3 (15,012)
At end of year 70 70

35. Special reserve

At start of year 33,052 12,906
Transfer of appraisal fees 214 146
Transfer from retained earnings = 20,000
At end of year 33,266 33,052

The transfer to the special reserve is made in accordance with Article 17 of the Bank's Charter, the
reserve being credited with commissions earned during the year. The special reserve is non distributable
and serves the purpose of enabling the Bank meet its liabilities on borrowings or guarantees chargeable.

During the year 2024, the bank transferred USD 20 million from the retained earnings to special reserve
to boost its special reserve.

36. Cash and cash equivalents
For the purposes of the statement of cash flows, cash and cash equivalents comprise the following:

2025 2024

uUSD ‘000 uUSsD ‘000

Cash and bank balances (Note 15) 21,653 33,414
Balances due from banks originally maturing within 90 days 202,745 172,750
224,398 206,164

37. Revaluation reserve
The revaluation surplus arose from the revaluation of land and buildings performed and is non

distributable.
2025 2024
usD ‘000 uUSD ‘000
At start of year 10,319 10,456
Revaluation gain during the year - -
Transfer of excess depreciation to retained earnings (137) (137)
At end of year 10,182 10,319

The transfer of excess depreciation relates to the difference between depreciation based on the revalued
carrying amount of the asset and depreciation based on the original cost.
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38. Retained earnings
Retained earnings comprises of brought forward accumulated earnings plus year end profits.
2025 2024
usD ‘000 usD ‘000
At start of year 19,354 82,135
Profit for the year 16,928 11,201
Transfers from retained earnings (77) 9
Transfer to special reserve . (20,000)
Transfer to share capital - (53,973)
At end of year 36,205 19,354
39. Use of estimates and judgments

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgments are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

This note provides an overview of the areas that involve a higher degree of judgement and major
sources of estimation uncertainty that have a significant risk of resulting in a material adjustment within
the next financial year.

Measurement of expected credit loss allowance

The measurement of the expected credit loss allowance for financial assets measured at amortized cost
and FVOCI is an area that requires the use of complex models and significant assumptions about the
future economic conditions and credit behaviour of the customers which are used to derive the inputs
of expected credit loss (ECL), namely probability of default, exposure at default (ED) and loss given
default (LGD).

A number of judgements and assumptions are required in applying the accounting requirements for
measuring ECL such as:

—  Determining criteria for significant increase in credit risk (SICR);

—  Choosing appropriate models and assumptions for measuring the ECL; and
—  Determining the economic scenarios to be used.

—  Assessing the appropriateness of management overlays where applicable

Determining fair values

The determination of fair value for financial assets and liabilities for which there is no observable market
price requires the use of valuation techniques.

For financial instruments that trade infrequently and have little price transparency, fair value is less
objective, and requires varying degrees of judgement depending on liquidity, concentration, uncertainty
of market factors, pricing assumptions and other risks affecting the specific instrument.

The Bank measures fair values using the following fair value hierarchy that reflects the significance of
the inputs used in making the measurements:

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: Valuation techniques based on observable inputs, either directly (i.e., as prices) or indirectly
(i.e., derived from prices).

Level 3: Valuation techniques using significant unobservable inputs.
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40.

Financial risk management

(a) Introduction and overview

The Bank continues to be exposed to the following risks from its use of financial instruments:
=«  Credit risk;

= Liquidity risk; and

= Market risk

This note presents information about the Bank’s exposure to each of the above risks, the Bank's
objectives, policies and processes for measuring and managing such risks and the Bank’s management
of its capital.

Risk management framework

The Bank recognizes that development financing is a combination of servicing clients and managing
resultant risks. The Bank assumes various kinds of risks in the process of providing financial products
and services in the Member States.

The Bank’s enterprise risk management (ERM) defines the bank-wide risk objectives, philosophy,
approach, appetite/tolerance and control environment framework and includes both the broader risk
areas and emerging risks. The Bank has a Board approved ERM policy which defines its risk
management framework and it requires that all Bank employees assume a culture of recognizing an in-
depth understanding of various risks that have bearing on the operations of the Bank and specific risks
associated with each line of business.

The Objectives of the Bank’s ERM policy are:

i) To establish management structure that adequately identifies, measures, monitors and controls
inherent and emerging risks in the Bank’s various products, operations and lines of business.

i) To recognize the importance of sound risk management and the need for prudent risk taking.

iii)  To communicate Board’s risk appetite.

iv)  To establish minimum risk management guidelines for the entire spectrum of risk taking in the
Bank.

v) To establish scope of responsibilities

Risk Management at EADB starts from the top and is fully integrated into existing management process
with structures established to ensure that each business area, management and staff have a clear
understanding of risks inherent in their business area and that adequate systems and controls are in
place to manage the risks.

The Board of Directors have the overall responsibility of risk management and it delegated operational
implementation to Management, but it sets the risk appetite statement, supporting policies and monitors
their implementation. The Board retains responsibility for financial results of the Bank and for ensuring
that required corporate governance structures, culture, practices and systems of internal control are in
place and serving the purpose.

Management team is charged with day to day oversight of the risk management process,
implementation and integrity of the risk management system. This is achieved through various
committees including the Assets and Liabilities Management Committee (ALCO) and the Project

Committee (PROCO).
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(a) Introduction and overview (continued)

Operational oversight, monitoring and policy control functions are delegated to the Risk and Compliance
department.

The risk-taking departments are supposed to understand the inherent risks in their areas and manage
them at that point while the internal audit department provides independent review of the Bank’s risk
management framework.

(b) Credit risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument
fails to meet its contractual obligations and arises principally from the Bank’s loans and advances to
customers, other Banks and investment securities. For risk management reporting purposes, the Bank
considers all elements of credit risk exposure such as individual obligor default risk and sector risk.

In the normal course of its business, the Bank is exposed to credit risk from loans and advances to
customers and short term investments counterparties. The counterparties” credit risk exposure is
managed through constant monitoring of the status of financial institutions where deposits are
maintained. As a policy, the Bank places its deposits with strong commercial banks and internationally
rated financial institutions. Credit risk is also minimized by the Bank’s policy of diversification.

The Bank has investment policies and guidelines for the type of financial products and services and to
manage exposure to individual projects and industries.

Management of credit risk

Management’s Projects Committee is responsible for oversight of the Bank’s credit risk, including,
formulating credit policies, covering collateral requirements and credit assessments, risk grading and
reporting.

It is also responsible for documentary, legal procedures and compliance with regulatory and statutory
requirements undertaken in consultation with the Bank’s legal Department, establishing the
authorization structure for the approval and renewal of credit facilities with concurrence of the Board
of Directors; reviewing and assessing credit risk. The Bank assesses all credit exposures, prior to
facilities being committed to customers. Renewals and reviews of facilities are subject to the same
review process, limiting concentrations of exposure to counterparties, products and industries (for loans
and advances). New loan project requests are subject to Bank's risk grading in order to ensure that
only viable projects are approved.

The Bank has a Portfolio team which is responsible for monitoring the credit quality of loans and
ensuring appropriate corrective action is timely taken. The credit administration also provides advice,
guidance and specialist skills to Operations Department to promote best practice in the management
of credit risk. The Portfolio team prepares regular reports for Management and the Board's consideration
on the performance of the loan portfolio.

The Operations Department is required to implement the Bank’s credit policies and procedures and
ensure that credit approval authorities are observed. The Operations Department is responsible for the
quality and performance of its credit portfolio and for monitoring and controlling all credit risks in its
portfolio, including those subject to Board approval. The Regular audits of the Operations Department
and the Bank’s credit processes are undertaken by Internal Audit.

Loans and advances (including loan commitments and guarantees)

The estimation of credit exposure for risk management purposes is complex and requires the use of
models, as the exposure varies with changes in market conditions, expected cash flows and the passage
of time. The assessment of credit risk of a portfolio of assets entails further estimations as to the
likelihood of defaults occurring, of the associated loss ratios and of default correlations between
counterparties. The Bank measures credit risk using Probability of Default (PD), Exposure at Default
(EAD) and Loss Given Default (LGD). This is the same approach used for the purposes of measuring
Expected Credit Loss.
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(b) Credit risk (continued)
Credit risk grading

The Bank uses internal credit risk grading that reflect its assessment of the probability of default of
individual counterparties. The Bank uses internal rating models tailored to the various categories of
counterparty. Borrower and loan specific information collected at the time of application (such as sector
and business risk, management/directors quality, financial resources, and level of collateral is fed into
this rating model. This is supplemented with external data such as credit bureau scoring information on
individual borrowers.

Expected credit loss measurement.

IFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit quality since initial
recognition as summarised below:

= A financial instrument that is not credit-impaired on initial recognition is classified in ‘Stage 1" and
has its credit risk continuously monitored by the Bank.

= If a significant increase in credit risk (‘'SICR") since initial recognition is identified, the financial
instrument is moved to ‘Stage 2’ but is not yet deemed to be credit impaired.

« If the financial instrument is credit-impaired, the financial instrument is then moved to 'Stage 3"
The bank considers financial assets to be credit impaired when the borrower is unlikely to pay its
credit obligations to the Bank in full without recourse to recovery actions such as realising security
or when the borrower has a risk classification of F or G.

= Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of
lifetime expected credit losses that result from default events possible within the next 12 months.
Instruments in Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime
basis.

= [FRS 9 framework requires that forward looking information be considered in measuring ECL.

Purchased or originated credit-impaired financial assets are those financial assets that are credit
impaired on initial recognition. Their ECL is always measured on a lifetime basis (Stage 3).

The 3 stages are as detailed below:

Stage 1: includes financial instruments that have not experienced a significant increase in credit risk
since initial recognition or that have low credit risk at the reporting date. For these assets, 12-month
expected credit losses (ECL) are recognised. 12-month ECL are the expected credit losses that result
from default events that are possible within 12 months after the reporting date.

Stage 2: includes financial instruments that have had a significant increase in credit risk since initial
recognition but that do not have objective evidence of impairment. For these assets, lifetime ECL are
recognised and interest revenue is calculated on the net carrying amount (that is, net of credit
allowance). Lifetime ECL are the expected credit losses that result from all possible default events over
the expected life of the financial instrument.

Stage 3: includes financial assets that have objective evidence of impairment at the reporting date.
For these assets, lifetime ECL are recognised and interest revenue is calculated on the net carrying
amount.

Change in credit quality since initial recognition

The following diagram summarises the impairment requirements under IFRS 9 (other than purchased
or originated credit-impaired financial assets)
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(b) Credit risk (continued)

Recognition of expected credit losses

Staging | Characteristics ECL determination Revenue recognition
Stage 1 Nt enced significant i . Interest revenue based
ahexponaneet s galieaLincio o 12 Months Expected Credit on gross exposure
credit risk since initial recognition.
Losses
Performing at initial recognition®
Stage 2 Interest revenue based
Underperforming Assets with significant Lifetime expected credit on net {;arryi_ng amount
increase in credit risk since initial losses (net of impairment)
recognition®
Stage 3 Interest revenue based
Have objective ewd_ence of impairment Lifetime expected credit on net carrying amount
at reporting date. - (net of impairment)
Non-performing Credit impaired assets

*Except for purchased or otiginated credit impaired assets

The Bank has considered the following in determining the staging of facilities:
1. Qualitative factors

= The client’s risk rating
= Internal and external market factors

2. Quantitative factors

The facilities arrears status

= Number of restructures, if any

= Reasons for restructure.

= Change in client credit rating over the past 12 months.

3. The indicators of Significant Increase in Credit Risk (SICR) are:

= If the facility has internally assigned credit rating of grade D or worse.
= If the facility has been restructured due to cash flow difficulties.

Measuring ECL — Explanation of inputs, assumptions and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month or lifetime basis depending on
whether a significant increase in credit risk has occurred since initial recognition or whether an asset is
considered to be credit-impaired. Expected credit losses are the discounted product of the Probability
of Default (PD), Exposure at Default (EAD), and Loss Given Default (LGD), defined as follows:

= The PD represents the likelihood of a borrower defaulting on its financial obligation (as per “Definition
of default and credit-impaired” above), either over the next 12 months (12M PD), or over the
remaining lifetime (Lifetime PD) of the obligation.

« EAD is based on the amounts the Bank expects to be owed at the time of default, over the next 12
months (12M EAD) or over the remaining lifetime (Lifetime EAD). For example, for a revolving
commitment, the Bank includes the current drawn balance plus any further amount that is expected
to be drawn up to the current contractual limit by the time of default, should it occur.

67



East African Development Bank
Financial Statements for the year ended 31 December 2025

Notes to the financial statements (continued)
40. Financial risk management (Continued)
(b) Credit risk (continued)

Measuring ECL — Explanation of inputs, assumptions and estimation technigues
(continued)

« Loss Given Default (LGD) represents the Bank’s expectation of the extent of loss on a defaulted
exposure., LGD varies by type of counterparty, type and seniority of claim and availability of collateral
or other credit support. LGD is expressed as a percentage loss per unit of exposure at the time of
default (EAD). LGD is calculated on a 12-month or lifetime basis, where 12-month LGD is the
percentage of loss expected to be made if the default occurs in the next 12 months and Lifetime
LGD is the percentage of loss expected to be made if the default occurs over the remaining expected
lifetime of the loan.

The ECL is determined by projecting the PD, LGD and EAD for each future month and for each individual
exposure or collective segment. These three components are multiplied together and adjusted for the
likelihood of survival (i.e. the exposure has not prepaid or defaulted in an earlier month). This effectively
calculates an ECL for each future month, which is then discounted back to the reporting date and
summed. The discount rate used in the ECL calculation is the original effective interest rate or an
approximation thereof.

The Bank use a transition matrix approach in estimating the probabilities of default. According to this
approach, the monthly migration matrix is multiplied out over a period of twelve months to get the 12M
PD. Lifetime PD is developed by applying a maturity profile to the current 12M PD. The maturity profile
looks at how defaults develop on a portfolio from the point of initial recognition throughout the lifetime
of the loans. The maturity profile is based on historical observed data and is assumed to be the same
across all assets within a portfolio and credit grade band. This is supported by historical analysis.

The 12-month and lifetime EADs are determined based on the expected payment profile, which varies
by product type.

Forward-looking information incorporated in the ECL models

To incorporate forward looking information into the ECL calculations, macroeconomic overlays were
applied to the probability of default. Overlays were estimated and applied for three different scenarios,
base case scenario, downside scenario and optimistic scenario.

These macroeconomic overlays and the probability of each economic scenario occurring were set using
management judgement.

The main factors considered while assessing the possible impact of the economic scenario are:
=« expected trend of the gross domestic product (GDP),

» expected trend of the consumer price index; and
= growth of credit to private sector.

Analysis is then made to determine how such changes are likely going to affect the probabilities of
default as well as loss given default.

Maximum exposure to credit risk — Financial instruments subject to impairment

The following tables contain analyses of the credit risk exposure of financial instruments for which an
ECL allowance is recognised. The carrying amount of financial assets below also represents the Bank's
maximum exposure to credit risk on these assets.

Loans and advances to customers

Kenya Uganda Tanzania Rwanda Total
usD’000 usD’000 uUsSD'000 uUsD’000 uUSsD’000

At 31 December 2025
Stage 1 8,050 54,182 102,384 30,568 195,184
Stage 2 372 = - - 372
Stage 3 = 1,009 - - 1,009
Gross amount* 8,422 55,191 102,384 30,568 196,565
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40. Financial risk management (Continued)

(b) Credit risk (continued)

Kenya Uganda Tanzania Rwanda Total
usD'000 usD’000 uUsSD’000 uUsD’000 uUsSD’000

At 31 December 2024
Stage 1 8,048 37,652 78,013 5,100 128,813
Stage 2 - 686 - - 686
Stage 3 : 1,157 = - 1,157
Gross amount* 8,048 39,495 78,013 5,100 130,656

*Total loans have been disclosed exclusive of deferred loan processing fee income which was USD
(*000s) 1,201 as at 31 December 2025 (2024: USD ‘000s 655).

Maximum exposure to credit risk — Financial instruments whose impairment was
determined to be immaterial

In relation to other financial assets such as balances with other banks and other receivables, the Bank
considers the following factors while assessing significant increase in credit risk: payment delays and
past due information; and indicators of counterparty financial distress such as cash flow or liquidity
issues. The key inputs in determining ECL are PD, LGD and EAD. Management performed an assessment
of ECL as at 31 December 2025 and noted that the impact is not material to the financial statements.

The table below shows the other financial assets for which the impairment was determined to be
immaterial.

2025 2024

On balance sheet financial assets UsSD’000 UsD‘000

Cash at bank 21,653 33,414

Placements with commercial banks 266,574 308,593

Other assets receivable excluding non-financial assets 218 148

Total 288,445 342,155

Credit exposures relating to off-balance sheet items 2025 2024
statement of financial position

usD’000 usD'000

Loan commitments 17,139 6,338

The ECL on the Loan commitments is included within the ECL on Loans and advances to customers.
The loss allowance recognised in the period is impacted by a variety of factors, as described below:

Transfers between Stage 1 and Stages 2 or 3 due to financial instruments experiencing significant
increases (or decreases) of credit risk or becoming credit-impaired in the period, and the consequent
“step up” (or “step down”) between 12-month and Lifetime ECL;

«  Additional allowances for new financial instruments recognised during the period, as well as releases
for financial instruments de-recognised in the period,

« Impact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period, arising
from regular refreshing of inputs to models;

= Impacts on the measurement of ECL due to changes made to models and assumptions;
= Discount unwind within ECL due to the passage of time, as ECL is measured on a present value
basis;
= Foreign exchange retranslations for assets denominated in foreign currencies and other movements;
and
= Financial assets derecognised during the period.
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(b)

Credit risk (continued)

The following tables explain the changes in the gross amount and the loss allowance between the
beginning and the end of the annual period due to these factors:

Year ended 31 December 2025

Loans and advances to customers

Gross carrying amount as at 1 January 2025
Transfers

Transfer from Stage 1

Transfer from Stage 2

Financial assets derecognised during the period other
than write offs

Financial assets written off

New financial assets originated

Changes in interest accruals

Gross carrying amount as at 31 Dec 2025*

Provision for impairment
As at 1 January 2025

New Financial Assets Originated
Transfers

Financial Assets written off
Movements for the period

As at 31 December 2025

Net carrying amount as at 31 December 2025

Year ended 31 December 2024
Loans and receivables

Gross carrying amount as

at 1 January 2024

Transfers

Transfer from Stage 1 to Stage 2
Transfer from Stage 2 to stage 1
Financial assets derecognised during the period
other than write offs

Financial assets written off

New financial assets originated
Changes in interest accruals

Gross carrying amount as at 31 Dec 2024*

Provision for impairment

As at 1 January 2024

New Financial Assets Originated
Transfers

Financial Assets written off
Movements for the period

As at 31 December 2024

Net carrying amount as at 31 December 2024

Stage 1 Stage 2 Stage 3
12-Month Lifetime Lifetime Total
ECL ECL ECL
UsSD'000 USD'000 USD'000 USD'000
128,813 686 1,157 130,656
(372) 372 - -
- (707) 610 (97)
(39,845) = - (39,845)
- - (1,300) (1,300)
91,586 - - 91,586
15,002 21 542 15,565
195,184 372 1,009 196,565
12-Month Lifetime Lifetime Total
ECL ECL ECL
uUsD'000 usD'000 UsD'000 USD'000
1,074 i1 1,055 2,140
620 - - 620
(4) (875) 879 -
- - (871) (871)
(90) 868 (933) (155)
1,600 4 130 1,734
193,584 368 879 194,831
Stage 1 Stage 2 Stage 3
12-Month Lifetime Lifetime Total
ECL ECL ECL
USD'000 USD'000 USD'000 USD'000
115,398 - 1,026 116,424
(686) 686 - -
(35,060) - 80 (34,980)
38,225 - - 38,225
10,936 z 51 10,987
128,813 686 1,157 130,656
1,734 - 184 1,918
- 11 - 11
(660) % 871 211
1,074 i1 1,055 2,140
127,739 675 102 128,516
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(b) Credit risk (continued)

*Gross carrying amount of loans has been disclosed exclusive of deferred loan processing fee income
which was USD (000s) 1,999 as at 31 December 2025 (2024: USD '000s 655).

Geographical concentration of financial assets

Uganda Tanzania Kenya Rwanda Overseas Total
Year ended December 2025 USD'000 USD'000 UsSD'000 USD'000 uUsSD’'000 USD'000
Financial assets

Bank balances 8,621 5,321 1,305 4,502 1,904 21,653
Placements with banks 26,515 17,431 14,325 " 208,303 266,574
Loans and advances 54,934 100,999 8,347 30,551 - 194,831
Assets available for sale - . 1,261 - - 1,261
Equity investments - 876 117 = ” 993

Other assets excluding non-

financial assets 36 109 5 17 51 218

90,106 124,736 25,360 35,070 210,258 485,530

Uganda Tanzania Kenya Rwanda Overseas Total
Year ended December 2024 USD’000 USD'000 USD’000 USD'000 UsD’000 usD’000

Financial assets

Bank balances 16,616 8,447 4,363 531 3,457 33,414
Placements with banks 15,281 8,251 17,157 - 267,904 308,593
Loans and advances 38,133 77,311 7,982 5,090 - 128,516
Assets available for sale - - 1,361 - - 1,361
Equity investments E: 885 116 - = 1,001
Qermmesechdnonr g 1 s x5 s

70,142 94,895 30,984 5,646 271,366 473,033

The following table sets out information about the credit quality of financial assets measured at
amortised cost. Unless specifically indicated, for financial assets, the amounts in the table represent
gross carrying amounts.

Lifetime

ECL Not Lifetime

12-month Credit ECL Credit
ECL Impaired Impaired Total 31
2025 PD ranges (Stage 1) (Stage 2) (Stage3) December

Loans and advances to Customers at amortised cost

Grade 1-6: Strong 0-0.59 121,418 - - 121,418
Grade 7-9: Satisfactory 0.06-11.34 67,806 = - 67,806
Grade 10: Higher risk 11.35-99.9 5,960 = - 5,960
Grade 11-12: Credit impaired 100 - 372 1,009 1,381
Gross carrying amount 195,184 372 1,009 196,565
Loss allowance (1,600) (4) (130) (1,734)
Carrying amount 193,584 368 879 194,831
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(b) Credit risk (continued)

Lifetime Lifetime

ECL Not ECL
12-month Credit Credit
ECL Impaired Impaired Total 31
2024 PD ranges (Stage 1) (Stage2) (Stage3) December
Loans and advances to Customers at amortised cost
Grade 1-6: Strong 0-0.59 93,512 = - 93,512
Grade 7-9: Satisfactory 0.06-11.34 29,231 - - 29,231
Grade 10: Higher risk 11.35-99.9 6,070 - s 6,070
_Gradg 11-12: Credit ) 686 1,157 1,843
impaired 100
Gross carrying 128,813 686 1,157 130,656
amount
Loss allowance (1,074) (11) (1,055) (2,140)
Carrying amount 127,739 675 102 128,516

*Gross carrying amount of loans has been disclosed exclusive of deferred loan processing fee income
which was USD (000s) 1,999 as at 31 December 2025 (2024: USD '000s 665).

Write off policy

Financial assets are written off when there is no reasonable expectation of recovery, such as a debtor
failing to engage in a repayment plan with the Bank. Where loans or receivables have been written off,
the Bank continues to engage in enforcement activity to recover the amounts due. Where securities are
readily available for sale without resistance of the borrower, the same are booked as assets available
for sale based on the standards. During the year there was USD. 1.3 million was written off (2024: Nil)

ECL sensitivity analysis

The sensitivity analysis for the key parameters considered by the Bank in determining expected credit
losses is shown in the table below. It shows increase/ (decline) in profit before income tax and equity
for instantaneous PD shocks

2025 2024

USD ‘000 uUsD ‘000

+10% probability of PD shock 160 199
-10% probability of PD shock (160) (199)

Note that the sensitivity of changes in the forward-looking information used for ECL on the profit or
loss equals the impact on equity because the bank is exempted from income tax
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(b) Credit risk (continued)

Collateral and other credit enhancements

Collateral coverage

The bank holds collateral and other enhancements against certain exposures. These are updated
annually against the loan portfolio. The table below shows the types of collateral and their coverage.

At 31 December 2025

Total Coverage
Stage Gross Loans Property Securities Guarantees Collateral
Stage 1 195,184 24,116 17,391 26,984 68,491 35%
Stage 2 372 - & - = 0%
Stage 3 1,009 1,009 = = 1,009 100%
196,565 25,125 17,391 26,984 69,500 35%
Country Gross Loans Property Securities Guarantees Total Coverage
wise Collateral
Uganda 55,191 23,063 803 - 23,866 43%
Kenya 8,422 579 3,227 1,781 5,587 66%
Tanzania 102,384 1,483 12,814 25,203 39,500 39%
Rwanda 30,568 s 547 - 547 2%
196,565 25,125 17,391 26,984 69,500 35%
At 31 December 2024
Total
Stage Gross Loans Property Securities Guarantees Collateral Coverage
Stage 1 128,813 21,457 2,998 27,733 52,188 41%
Stage 2 686 686 - - 686 100%
Stage 3 1,157 187 = - 187 16%
130,656 22,330 2,998 27,733 53,061 41%
Country Total
wise Gross Loans Property Securities Guarantees Collateral Coverage
Uganda 39,495 18,371 781 - 19,152 48%
Kenya 8,048 992 2,217 2,034 5,243 65%
Tanzania 78,013 2,967 - 25,699 28,666 37%
Rwanda 5,100 - - . - =
130,656 22,330 2,998 27,733 53,061 41%
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40. Financial risk management (Continued)
(b) Credit risk (continued)
Collateral and other credit enhancements (continued)

The Bank holds collateral against loans and advances to customers in the form of legal mortgages,
sovereign guarantees, insurance guarantees and floating charge over assets. Estimates of fair value
are based on the value of the collateral assessed at the time of borrowing.

An estimate of fair value of collateral and other security enhancements held against financial assets in
stage 3 is shown below (amounts in USD ‘000):

Gross Impairment Carrying Fair value of

exposure allowance amount collateral held

usD’000 usD’000 uUsD’000 usD’000

At December 2025 1,009 (130) 879 5,200
At December 2024 1,157 (1,055) i02 187

Stage 3 collateral value submitted was USD 5.2 million (2024 USD 7.48 miillion), sufficient to cover the
bank in case of default. However, the 2024 collateral was assumed at USD 0.187 million, 2.5% of actual
value because its owned by members and recoverability of member owned security is questionable

Settlement risk: The Bank’s activities may give rise to risk at the time of settlement of transactions
and trades. Settlement risk is the risk of loss due to the failure of the counterparty to honour its
obligations to deliver cash, securities or other assets as contractually agreed. Settlement limits form
part of the credit approval/limit monitoring process described earlier.

(c) Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficulty in meeting obligations on its financial
liabilities. It includes both the risk of being unable to fund assets at appropriate maturities and rates
and the risk of being unable to liquidate an asset at a reasonable price and in an appropriate time
frame.

The Bank has access to a diverse funding base. Funds are raised mainly from borrowings and share
capital. This enhances funding flexibility, limits dependence on one source of funds and generally lowers
the cost of funds. The Bank strives to maintain a balance between continuity of funding and flexibility
through the use of liabilities with a range of maturities. The Bank continually assesses liquidity risk by
identifying and monitoring changes in funding required in meeting business goals and targets set in
terms of the overall Bank strategy. In addition, the Bank has an Asset and Liability Committee that meet
on a regular basis to monitor liquidity risk, review and approve liquidity policies and procedures.

The Bank maintains a minimum of 1.33 times coverage of designated liabilities for the next twelve
months in liquid assets as per the liquidity policy. Designated liabilities consist of liabilities and budgeted
commitments that are due in twelve months.

The liquidity policy ratio as at the end of the year is as follows:

2025 2024

USD ‘000 uUsD ‘000

Cash and cash equivalents as per liquidity policy 171,088 241,728
Designated liabilities as per liquidity policy (51,156) (44,160)
Surplus per liquidity policy 119,932 197,568
Liquidity ratio 3.34 5.47

Liquidity ratio is a ratio of cash and cash equivalent and designated liabilities per the liquidity policy
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East African Development Bank
Financial statements for the year ended 31 December 2025

Notes to the financial statements (continued)

40.

Financial risk management (Continued)
(c) Liquidity risk (continued)
Off balance sheet items

The Bank’s off-balance sheet items comprise loans commitments, letters of credit and capital
commitments. The dates of the contractual amounts of the Bank’s off-balance sheet financial
instruments that it commits to extend credit to customers, letters of credit and capital commitments
are summarised in the table below;

> 6 Months > 1 Year

< 6 Months <1Year <5 Years > 5 Years Total

usp '000 USD '000  USD '000 USD'000 USD '000

Loan commitments — 2025 14,727 548 1,738 126 17,139
Loan commitments — 2024 - 5,398 940 - 6,338

(d) Interest rate risk

In broad terms the interest rate risk is the sensitivity of the Bank's financial performance to changes in
the interest rates. The Bank’s operations are subject to the risk of interest rate fluctuations to the extent
that interest earning assets and interest-bearing liabilities mature or reprice at different times or in
differing amounts. Risk management initiatives are aimed at optimizing net interest income, given
market interest rates levels consistent with the Bank’s business strategies. In order to minimize interest
risk, the Bank has a policy of natural hedge where the approved lending commitments are matched to
specific lines of credit or source of funds, including adopting the funding interest rate characteristics
(fixed or variable) to its on-lending activities.

As at 31 December 2025 if interest rates on interest bearing assets and liabilities had been lower by
200 bps, with all other variables held constant, the impact on statement of profit or loss would be a
loss of USD 2.85 million (2024: loss of USD 3.4 miillion), which is 0.78% of the total shareholders’ equity
(2024: 0.98%). The bank is tax exempt and there is no impact of tax. Therefore, the impact of
movement in interest rates on the profit or loss equals to the impact on equity. This is shown in the
table below.

2025 2024

uUSD'000 UsD’000

Total assets repricing within 6 months 310,607 368,277
Total liabilities repricing within 6 months (27,352) (28,302)
Interest gap 283,255 339,975
Impact of interest fall by 200 bps (5,665) (6,800)
Impact on total shareholders’ equity/profit/loss 1.55% 1.95%

Note that the impact of movement in interest rates on the profit or loss equals to the impact on equity
because the bank is exempted from income tax
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East African Development Bank
Financial statements for the year ended 31 December 2025

Notes to the financial statements (continued)
40. Financial risk management (Continued)
(e) Currency risk (continued)
Sensitivity analysis

The Bank held more assets in other currencies than liabilities (long” position) at the end of the year.
With the long position, a 10% appreciation of USD against other currencies with position held at 31
December 2025 would have decreased profit by USD 14.60 million (2024: increase of USD 4.28 million)
and negatively impact shareholders equity by 4.2% (2025: positive impact of 1.3%). The bank is tax
exempt and there is no impact of tax. Therefore, the impact of movement in currency exchange rates
on the profit or loss equals to the impact on equity. This is assuming that all other variables, in particular
interest rates remain constant. Reverse movements and impact would happen if depreciation of USD

happened against other currencies.
2025 2024

usD'000 UsD'000

FX denominated assets 133,703 66,000
FX denominated liabilities (127,551) (64,238)
Net open position 6,152 1,762
Impact of a 10% appreciation of USD exchange rate (14,601) (4,276)
Impact on total shareholders” equity/Profit/Loss (4.00%) (1.23%)

The impact of movement in currency exchange rates on the profit or loss equals to the impact on
equity because the bank is exempt from income tax.

(f) Fair value measurement
a) Fair value of financial instruments

IFRS 13 specifies a hierarchy of valuation techniques based on whether the inputs to those valuation
techniques are observable or unobservable. Observable inputs reflect market data obtained from
independent sources; unobservable inputs reflect the Bank's market assumptions. These two types of
inputs have created the following fair value hierarchy:

= Level 1 — Fair value is determined using unadjusted quoted prices in an active market for identical
assets and liabilities. Types of financial assets include: actively traded government and other agency
securities, listed derivative instruments and listed equities. Types of financial liabilities include listed
derivative instruments.

= Level 2 — Fair value is determined using valuation models with direct or indirect market observable
inputs. Types of financial assets include: corporate and other government bonds and loans, and over
the counter (OTC) derivatives. Types of financial liabilities include over-the-counter (OTC)
derivatives.

« Level 3 — Fair value is determined using Valuation models using significant non- market observable
inputs. Types of financial assets include: highly structured OTC derivatives with unobservable
parameters and corporate bonds in illiquid markets. Types of financial liabilities include highly
structured OTC derivatives with unobservable parameters.

This hierarchy requires the use of observable market data when available. The Bank considers relevant
and observable market prices in its valuations where possible. As at 31 December 2025 and 2024, fair
values of the financial instruments held by the Bank were as follows:
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East African Development Bank
Financial statements for the year ended 31 December 2025

Notes to the financial statements (continued)

40, Financial risk management (Continued)

(f) Fair value measurement (continued)
a) Fair value of financial instruments (continued)
Carrying
Level 2 Level 3 Total Amount
UsSD’'000 uUsSD’000 uUsD’000 UsD’'000
31 December 2025
Financial assets at FVTPL
Investment property 23,586 - 23,586 23,586
Equity investments at FVTPL > 993 993 993
Total assets 23,586 993 24,579 24,579
Carrying
Level 2 Level 3 Total Amount
usD’'000 uUsD’000 UsD’'000 usD’000
31 December 2025
Financial liabilities at FVTPL
Derivative financial instruments 2,732 - 2,732 2,732
Total liabilities 2,732 - 2,732 2,732
Carrying
Level 2 Level 3 Total Amount
uUsD’000 uUsD’'000 uUsD‘000 UsD’'000
31 December 2024
Financial assets at FVTPL
Investment property 23,048 = 23,048 23,048
Derivative financial instruments 296 - 296 296
Equity investments at FVTPL - 1,001 1,001 1,001
Total assets 23,344 1,001 24,345 24,345

Derivative financial instruments: The Bank uses widely recognised valuation models to determine
the values of its derivative financial instruments such as currency swaps held at the end of the year.
Observable market inputs such as exchange rates and interest rates are used in the valuation.

Equity Investments: Fair value of the unquoted ordinary shares has been estimated using the net
asset value of the investments. Based on the published result of the investment, the Directors compute
the value of the investment based on the number of shares in issue and the value per share. The
following table shows the valuation technique used in measuring the fair values of the Equity
Investments as well as the significant unobservable inputs used.

Valuation technique

Significant unobservable
input

Interrelationship between
key unobservable inputs
and fair value
measurement

Net asset value of the
investments: This valuation
model involves obtaining the net
assets of the investee at a given
point in time and further
computing the percentage
shareholding through dividing
the number of shares by the
total shares of the entity. The
value is then computed by
multiplying the percentage
shareholding by the net assets.

= Net assets of investees

(2025: USD 121,560; 2024:

USD 121,560)

= Total shareholding in
investees (2025:
255,372,171 shares; 2024:
255,372,171 shares)

= The Bank's shareholding in
the investees (2025:
1,631,812 shares; 2024:
1,631,812 shares)

The estimated fair value
would increase (decrease) if:

= Net assets growth were
higher (lower);

= total shareholding in
investees reduced
(increased);

= the Bank’s shareholding
in the investees increased
(reduced).
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40. Financial risk management (Continued)
(f) Fair value measurement (continued)
a) Fair value of financial instruments (continued)

The table below shows the financial assets at amortized costs

Carrying
31 December 2025 Level 2 Level 3 Total amount
usD’000 uUsD'000 uUsD'000 UsD'000

At amortised cost

_Loans and advances excluding deferred 202,951 ) 202,951 194,831

income

Other assets excluding non-financial 218 ) 218 218

assets

Placements with commercial banks 266,574 - 266,574 266,574

Cash at bank 21,653 - 21,653 21,653

Total assets 491,396 - 491,396 483,276
Carrying

31 December 2024 Level 2 Level 3 Total amount

uUsD’000 usD’'000 uUsD’000 uUsbD‘000
At amortised cost

Loans and advances excluding deferred 133,427 ) 133,427 128,516
income

Other assets excluding non-financial 148 _ 148 148
assets

Placements with commercial banks 308,593 - 308,593 308,593
Cash at bank 33,414 - 33,414 33,414
Total assets 475,582 = 475,582 470,671

The fair values of the Bank’s short-term financial assets and financial liabilities measured at amortised
cost approximate their carrying amounts in the statement of financial position and are categorised
under level 2 of the fair value hierarchy. The estimated fair value of long-term loans and advances
represents the discounted amount of estimated future cash flows expected to be received. Expected
cash flows for loans are discounted at the average lending rate for the year to determine fair value.
Refer to note 23 for the fair value techniques used for investment property.

Liabilities as per balance sheet — at amortised cost

Carrying
31 December 2025 Level 2 Level 3 Total amount
UsD’'000 UsD'000 uUsD’000 usD’000

At amortised cost
Other liabilities 4,651 - 4,651 4,651
Borrowings 158,646 - 158,646 132,703
Lease liabilities 184 - i84 184
Special funds 3,990 - 3,990 3,990
Grants 3,035 - 3,035 3,035
Capital fund 7,479 - 7,479 7,479
Total Liabilities 177,985 - 177,985 152,042
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40. Financial risk management (Continued)

(f)

Fair value measurement (continued)

a) Fair value of financial instruments (continued)

Carrying
31 December 2024 Level 2 Level 3 Total amount
usD’000 UsD’000 uUsD’000 usD’000

At amortised cost
Other liabilities 12,279 - 12,279 12,279
Borrowings 160,886 & 160,886 130,444
Lease liabilities 244 - 244 244
Special funds 3,990 & 3,990 3,990
Grants 3,035 - 3,035 3,035
Capital fund 7,479 - 7,479 7,479
Total Liabilities 187,913 - 187,913 157,471

Reconciliation of level 3 financial assets

The bank holds shares in the following entities highlighted below:

TZS 1,000).
of KES 100 each (2024: KES 100)

of TZS 1,000 (2024: TZS 1,000)

931,812 shares (2024: 931,812 shares) in Corporation at a share price of TZS 1,000 each (2024:
50,000 shares (2024: 50,000) in Central Depository and Settlement Corporation at a share price

650,000 preference shares (2024: 650,000 shares) in NCBA Bank Tanzania Limited at a share price

The share price above was determined based on net assets and total number of shares for each of the
entities. The value of net assets has been obtained from the audited financial statements as at 31

December 2024.

The bank has also invested in Catalyst EA Investment Limited and BPI but a full provision for outstanding
amount has since recognised in the profit or loss. The outstanding amounts before provisions were:

—_ Catalyst EA Investment Limited USD 374,145 (2024: USD 374,145)

BPI USD 19,405 (2024: USD 19,405)

The following table shows the reconciliation from the beginning balances to the ending balances for fair
value measurements in level 3 of the fair value hierarchy:

égﬁiy investments Azania CDSC NCBA BPI Catalyst Total
USD ‘000 USD'000 USD ‘000 USD'000 USD ‘000 USD ‘000
At start of year 616 116 269 - - 1,001
Fair value gain/ (loss) (8) - . - - (8)
At end of year 608 116 269 - - 993
2024
Equity investments Azania CDsC NCBA BPI Catalyst Total
USD ‘000 USD'000 USD'000 USD'000 USD'000 USD ‘000
At start of year 385 96 168 - - 649
Revaluation gain/(loss) 39 20 17 - - 76
Fair value gain/ (loss) 192 - 84 - - 276
At end of year 616 116 269 - - 1,001
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40. Financial risk management (Continued)

(f) Fair value measurement (continued)
b) Fair value of non-financial instruments

Note that the Bank also holds non-financial assets at fair value. See note 23 for disclosures of the land
and buildings that are measured at fair value.

(g) Capital management

The Bank’s objectives when managing capital, which is a broader concept than ‘equity’ on the face of
the statement of financial position, are:

= To comply with the capital requirements set under the Bank’s Charter;

= To safeguard the Bank’s ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

= To maintain a strong capital base to support the development of its business.

The Bank’s capital requirements are strictly observed under Article 11 of the Bank’s Charter which
requires that the Bank’s outstanding loans, equity investments and guarantees do not at any one time
exceed three times the Bank’s unimpaired subscribed capital plus reserves and surplus relating to its
ordinary capital resources but excluding the special reserve. The Bank was well within this limit as of
31 December 2025. The ratio is computed as a ratio of loans, equities and lease receivables divided by
shareholders equity less special reserves.

2025 2024

usD ‘000 uUSD ‘000

Gross Loans and advances to customers 196,565 130,656
Shareholders’ equity 365,442 348,514
Special reserve (33,266) (33,052)
332,176 315,462

Ratio 0.59 0.41

The Capital adequacy ratio is calculated based on the Basel Accord as Capital divided by Risk Weighted
Asset. The ratio of 87.0% (2024: 108%) is above the limit widely used by regulators of 15%.

The Weighted Risk is determined by applying the following weights on various asset categories: Loans
with less than 90 days in arrears 70%-250%, loans with more than 90 days in arrears 100%-150%,
line of credit to rated banks 20%-100%, line of credit to non-rated banks 100%, placements with rated
banks 50%, placements with non-rated banks 100% , equity investments 300%-400% and other
receivables 100%.

Capital structure

2025 2024

uSsD'000’ uUsD'000*

Tier 1 Capital 321,994 305,143
Tier 2 Capital 10,182 10,319
332,176 315,462

Total risk-weighted assets (including credit risk and Operational risk) 381,648 290,977
Capital adequacy ratio 87% 108%

Tier 1 capital comprises share capital, share premium, capital awaiting allotment, and retained earnings.
Effective from 2025, special reserves is excluded from the computation of Tier 1 capital.

Tier 2 Capital is composed of revaluation reserve.
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40. Financial risk management (Continued)

(g) Capital management (continued)

The following table shows the breakdown of the Total risk-weighted assets (including credit risk and

Operational risk)

2025 2024

uUsD'000' usD'000’

Direct Lending (Up-to-date Loans/below 90 days) 91,549 80,044
Lines of Credit 96,994 33,444
Short term Investments 113,197 101,968
Equity Investments 4,800 4,825
Past Due Loans (above 90 days) 1,522 1,163
Other receivables 36,108 34,463
Credit Risk Exposures 344,170 255,907
Net open position of FX denominated assets and liabilities 7 2
Operational Risk 37,471 35,068
Total risk-weighted assets (including credit risk and Operational risk) 381,648 290,977

The above balances are results of stress tests conducted under a variety of scenarios covering both
normal and more severe market conditions. The scenarios are developed taking into account both Bank

specific events (e.g a rating downgrade) and market-related events.

Net debt reconciliation

Below is an analysis of net debt and the movements in net debt for each of the periods presented.

2025 2024
uUsD ‘000 uUsD ‘000
Cash and cash equivalents (Note 36) 224,398 206,164
Borrowings (Notes 28) (132,703) (130,444)
Lease liabilities (Note 29) 184 (244)
Net debt 91,879 75,476
Lease Liquid
Borrowings liabilities assets Totdl
uUsD ‘000 usD ‘000 uUsD ‘000 usD ‘000
At 1 January 2025 (130,444) (244) 206,164 75,476
Additions (10,000) - - (10,000)
Repayments 15,747 129 = 15,876
Interest expense - (50) - (50)
Net foreign exchange difference 340 (19) 1,035 1,356
Other adjustments/ movements (8,346) - 17,199 8,853
At 31 December 2025 (132,703) (184) 224,398 91,511
At 1 January 2024 (112,837) (306) 192,287 79,144
Additions (29,555) - - (29,555)
Repayments 24,570 125 = 24,695
Interest expense - (60) = (60)
Net foreign exchange difference (3,990) (3) 1,020 (2,973)
Other adjustments/ movements (8,632) - 12,857 4,225
At 31 December 2024 (130,444) (244) 206,164 75,476

Liquid assets comprise Cash and bank balances as well as balances due from banks originally maturing

within 90 days. (Note 36)
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41.

42.

43.

Employee retirement benefit plans and gratuity

Nite 2025 2024

usD ‘000 UsD ‘000

Contribution to the retirement benefit plan (i) 216 236
Contribution to the statutory pension scheme (NSSF) (ii) 7 6
Gratuity iii) - 72
223 314

(i)  The Bank operates a defined contribution retirement benefit scheme to which employees
contribute 10% of their basic salary and the Bank contributes 10%, 12.5% or 15% of the
employees’ basic salary depending on his/her length of service. A Board of Trustees manages
the scheme, the scheme administrator is Alexander Forbes, custodian Standard Chartered Bank
Uganda and Fund manager Sanlam Investments Limited.

(i)  The Bank also makes contributions to a statutory pension scheme, the National Social Security
Fund for its casual staff. The contributions and obligations under the scheme are limited to
specific contributions legislated from time to time and the Bank’s contribution is currently 10%
of the employees’ gross salary and Kenya Shillings 200 for Kenyan employees resident in Kenya.

(i)  Gratuity is paid to the Director General at 20% of annual gross salary at the end of each year.
Other staff benefits

The Bank promoted the welfare of its staff through various measures such as the car purchase loan
scheme, education assistance loans, housing loans and a funded medical scheme. Costs associated with
providing these benefits are expensed as and when incurred and reported under employee benefits
expense (Note 10).

Capital commitments

There were no approved capital commitments outstanding at the end of year (2024: NIL).

Off balance sheet items and contingencies

The Bank conducts business involving guarantees, performance bonds and indemnities. The following
are the commitments and contingencies outstanding as at year-end.

2025 2024
usD ‘000 USD ‘000
Un-disbursed commitments 17,139 6,338

Nature of contingent liabilities

Commitments to lend are agreements to lend to a customer in future subject to certain conditions. Such
commitments are normally made for a fixed period.

The Bank is a litigant in several cases which arise from normal day to day Banking activities. The
Directors believe the Bank has strong grounds for success and are confident that they should get rulings
in their favor in matters before court. In cases where the Bank may not be successful, Directors and
management are confident that such cases would not significantly impact the Bank’s operations either
individually or in aggregate.

Management has also carried out an assessment of all the cases outstanding as at 31 December 2025
and did not find any that warranted a provision. This position is supported by independent professional
legal advice.
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44. Related party transactions

The Bank is owned by four East African Community member states of Kenya, Tanzania, Uganda and
Rwanda who collectively own 92% of the total number of shares (2024: 92%) which is 100% of the
ordinary class A shares. The remaining 8% (2024: 8%) is widely held by class B shareholders as

disclosed in note 32.

A number of Banking transactions are entered into with related parties in the normal course of business.
These include loans, deposits with Banks, borrowings and capital contributions by the member states.
The volumes of related-party transactions and outstanding balances at year-end, for the year are as

follows:
Loans and advances to related parties
2025 2024
UsD ‘000 UsD ‘000
Loan to Government of United Republic of Tanzania 71,690 72,836
Interest income earned on the above 6,966 7,817

Placements held with banks that are shareholders of the Bank and related entities:

2025

2024

uUsD ‘000 usb 000

NCBA Bank Limited -
Standard Chartered Bank PLC 77,947
Interest income earned on the above 3,101

Borrowings payable by the Bank to shareholders

African Development Bank -
NCBA Bank Limited 1,062
Interest expense on borrowings as paid to shareholders 293

84,620
4,895

2,531
1,259

As at 31 December 2025, provision on loans and advances to related parties amounted to USD 829,686

(2024: USD 674,501) for Government of United Republic of Tanzania. All related party

loans were

classified under stage one. None of the transactions incorporate special terms and conditions and no

guarantees were given or received on these loans.

Key management compensation

Key management includes Directors (executives and non-executives). The compensation paid or

payable to key management for employee services is shown below:

2025 2024
uUsD ‘000 uUsD ‘000
Salaries and other employee benefits 542 422
Other short-term employee benefits - Gratuity - 72
Other expenses 269 84
811 578
Directors’ emoluments

- Fees and allowances 103 165

- Salaries and other employee benefits (included within key

i 534

management compensation above) 533
- Other expenses 637 698

45. Events after the balance sheet date
There were no events after the balance sheet date for the year ended 31 December 2025.
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