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Corporate Governance Report

The rules and principies of corporate governance that the Central Bank of Lesotho practices are laid down in the founding statute of the Bank,
the Central Bank of Lesotho Act No, 2 of 2000 (the Act}, the Central Bank of Lesotho By Laws 2008, and the Charters of the Board and Board
Committees. The Bank is committed to ensuring that its policies and practices adhere o the principles of high performance, accountability,
transparency and integrity.

Report for the year

The Bank has a unitary Board, which comprises five (5} Non-Executive Directors and three (3} Executive Directors. The Non-Executive
directors are independent of the Executive Management and free of any business or other refationship with the Bank that could materially affect
their unfettered and independent judgment in the exercise of their fiduciary duties.

The Governor is the Chairperson of the Board and provides its leadership and sets the tone for its performance. He is responsible for effective
organisation and conduct of the Board's affairs. He builds and maintains an effective working relationship with all Board Members, and
encourages robust and constructive debate, as well as equal participafion in all delberations of the Board.

The Board is ultimately responsible for the execufion of the mandate of the Bank as provided for in the Act. The Board sets the Bank's strategy,
oversees its execution and provides leadership for the successful delivery of the statutory mandate and for the long-termn sustainability and
success of the Bank.

In order to assist the Board to carry out its responsibifities, the Beard has established the Audit Committee, the Risk and IT Governance
Committee, and the Ethics, Human Rescurces and Remuneration Committee. The Committees have charters in terms of which they perform
their respective roles as delegated by the Board. Matters that have been dealt with by the Committees are referred to the Board with clear
recommendations for consideration and decision. Each Committee provides periodic reports to the Board on the matters that it dealt with.

Apart from these Committees, there is the Executive Committee, which comprises the Governor, who is also the Chairperson, the First Deputy
Governor, the Second Deputy Governor, and Heads of Department. The Executive Commitiee acts with delegated authority from the Board and
is responsible for the day-to-day operations of the Bank and reports to the Board periodically.

The Board is responsible for facilitating an induction programme for new members through the Board Secretary. The Board Secretary also
plays an active role in providing regular training fo capacitate the Board as a2 whole an issues of central banking and corporate governance to
enhance its efficiency and effectiveness. The Beard has access to the services and advice of the Board Secretary.

In line with section 13 (2) of the Act, the Board meets as frequently as possible and not less than once in every two months. The Board
convened nine {8} meetings during the 2025 Financiat Year.

Adv. N. Rantsane
Secretary to the Board
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Audit Committee Report

introduction
The report serves to outline the activities of the Audit Committee (AC) of the Central Bank of Lesotho for the year ended 31 December 2025,

The AC, as the statutory commitiee established under the Central Bank Act, 2000, continued to discharge its obligations during the Financial
Year, 2025. During 2025, the Committee had been scheduled for seven (7) regular meetings, and it managed to convene five (5) regular
meetings and two {2) special meetings.

Governance issues

One external non-board member was elevated to a position of non-executive board member and was subsequently redesignated to serve as
the Non-Executive Member in the Risk and IT Govermnance Committee of the Board. A new external non-member was accordingly appointed to
the AC to fill the vacancy left.

Activities covered in 2025
The Committee considered and {ransmitted to the Board the foliowing items:
«  The quarterly reports from both the Internal Audit Department and the Finance Department of the Bank;

+  Annual financial statements (AFS) for the year ended 31 December 2024,

+  Management letter as well as management responses to the 2024 AFS;

+ The supplementary budget for the year 2025 as well as the proposed operational and capitai budget for the Bank as well as Lehakoe
Recreation and Cultural Centre (LRCC) for the year, 2026;

+  The menitoring of the performance of the budget of the Bank through consideration of cumulative quarterly management accounts reports
from the Finance Department.

+« The extension of the term of appointment of external auditors and subseguent signing of the engagement letter with Moteane Quashie &
Associates and SNG Grant Thornton.

+«  The approval of the 2025 external auditors annual plan.

+ The quarterly 2025 whistleblowing reports from the Whistleblowing Response Team.

Challenges
The Committee completed the tasks assigned o itin 2025.

Conclusion
In conclusion, the Bank was considered to have discharged its obligations in line with the CBL. Act, 2000, relevant chariers and policies, and in
acgordance with the relevant audit best practices befitting of an institution of its nature.

Mrs. R. Tlali
Chairperson of the Audit Committee
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Directors' Responsibilities and Approval

The Directors are responsible for the content and integrity of the financial statements and related disclosures in this report. Management
enables the Directors to meet these responsibilities through the design, implementation and monitaring standards and systems of internal

The external auditors are engaged to express an independent opinion on the financial statements,

The Directors are of the opinion, based on the information and explanations given by Management that the systems of internal controf provide
reasonable assurance that the financial records may be relied en for the preparation of the financial statements, However, any system of
intema! financial contral can provide only reasonable, not absolute, assurance against material misstatement or loss. Nothing has corme to the
attention of the Directors to indicate that a breakdown in the functioning of these controls, resulting in material loss to the Bank, has occurred
during the year and up to the date of this report.

These financial statements have been prepared cn the going concern basis, and the Directors have every reason o believe that the Bank has
adequate resources in place to continue in cperation for the foreseeable future.

The financial statements were approved by the Board of Directors on 31 March 2026 and are signed on its behaif by:

/%/@ 7/7//4”//@3/‘

Dr. E.M Letete Prof % Thamae
Governor Director

~
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Directors' Report

The Directors present their annuat reporl, of the Cendral Bank of Lesctho for the year ended 31 December 2025, The financial statements are
expressed in Maloli, the local currency of Lesotho and the functicnal currency of the Bank that is at par with the South African Rand. These
financial statements were prepared on a going concern basis taking into account that the Bank is a tender of last resort and continues to be the
banker to the Government of Lesctho.

1. Review of financial resuits and activities
Nature of business

The Bank is constituled and governed by the Central Bank of Lesotho Act No. 2 of 2000 (the Act}). In terms of this Act, the Bank's primary
objective is the achievement and maintenance of price stability.

Financial results

The Bank has chosen to use IFRS® Accounting Standards as issued by the 1ASB, as a guide in deciding on the most "appropriate’ accounting
policies to adopt and as a model for the presentation and disclosure framework followed in its annuai financial statements. The Act however
takes precedence over IFRS Accounting Standards in areas where there are conflicts between the Act and IFRS Accounting Standards. As a
result, certain criteria set out in IFRS Accounting Standards have not been followed where appropriate. In addition, the Bank considers certain
recogrition and measurement principles as well as disclosures inappropriate to its functions. The Bank's financial statements, therefore
disclose less detail than would be required under IFRS Accounting Standards,

The financial results of the Bank are set oui in the statement of profit or loss and other comprehensive income on page 13. The gains and
losses arising from any changes in the valuation of the Bank's assets or liabilities in, or denominated in, gold or foreign currencies, or Special
Drawing Rights as a result of changes in the exchange rate for the Maloti or of any change in the values, parities or exchange rates of such
assets with respect to the Maioti shall be carried to a special account called the Revaluation Reserve Account and SDR Revaluation Reserve
Account. Profit after tax after appropriations have been zliccated fo the general and other reserves, are paid over fo the Government of Lesolho
Consolidated Fund as dividends in accordance with Section 21(5) of the Act. These appropriations which have been fully disciosed in the
statement of changes in equity in terms of the Act were as follows:

' 000
31 December 2025 336,110

2. Amounts due to the Government of Lesotho

Amounts due to the Government of Lesctho Consclidated Fund, in terms of Section 21 (5) of the Act are set oul in the statement of financial
position on page 12.

3. Share capital

There wera no changes in the Bank's authorised share capital during the year under review. The entire issued share capital is held by the
Government of Lesotho (GOL).

4, Directorate

The directors of the Bank during the yaar and to the date of this report are as follows:

Name Date of appointment Position held Changes
Dr. E.M Letele June, 2022 Governor and Chaieman

Mr. L. P. Mohapi Jung, 2022 First Deputy Governor

Vacant Vacant Second Deputy Governor

Mr. M. Letsoela

Prof. R. Thamae

Mrs. R. Tlali

Mr. O, 'Nete

Dr. M. Kulehile

Mrs. M. Monyake Mohasoa

a. Secretary

Name
Mr. N. Ranisane (Adv.)

June, 2019

September, 2020
February, 2021
February, 2021
June, 2024

Date of appointment
March, 2015

Mon-Executive Direclor

Mon-Executive Director
Non-Exscutive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director

Position held
Director of Corperate Affairs

Term of office expired on 18 June
2025

Appointed 11 June 2025
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Directors' Report (continued)

8. Events after the reporting period

The Directors are not aware of any material events that could cause changes fo the financial statements, which may have occurred between
the financial year-end and the date of this report.

7.  Auditers
SNG Grant Thornton and Moteane Quashie & Associates carried out the statutory audit of the Bank.
8.  Financial Reporting Framework

The Central Bank of Lesotho {CBL) financial statements are prepared in accordance with the reguirements of the Central Bank of Lesotho
(CBL) Act, No. 2 of 2000 and the accounting policies set out in note 1 of the annual financial statements. The Bank has chosen to use FFRS
Accounting Standards, as a guide in deciding on the most appropriaie accounting policies to adopt, and as a model for the presentaiion and
disclosure framewerk followed in its financial statement however, the CBL Act takes precedence over IFRS Acceunting Standards in areas
where there are deviations between the Act and IFRS Accounting Standards. As a result, certain criteria set out in IFRS Accounting Standards
have not been foliowed where applicable.

A monetary figures appearing in the financial statements, unless otherwise indicated, are stated in Maloti. The preparation of financial
statements requires the use of certain critical accounting estimates, judgements and assumptions that affect the reporied amounts of assets
and liabilities at the date of the financial statements and the reporied amounts of revenue and expenses during the reporting pericd.

Although these estimates are based on Management's best knowledge of current events and actions, actual results ultimately may differ from
those estimates.

B.1 Revaluation Reserve Account

The Bank has established the Revaluation Reserve Account in compliance with the Act which slates ihat: gains and fosses arising from any
changes in the valuation of the Bank’s assets or liabiliies in, or denominated in, gold or foreign currencies, or Special Drawing Rights as a
resuit of changes in the exchange rate for the Maloti or of any change in the values, parities or exchange rates of such assets with respect to
the Maloti shall be carried to a special account called the Revaluation Reserve Account.

The Act, further continues to prescribe that "the profits or losses arising from such change shall not be included in the computation of the
annuat profits and losses of the Bank”. The gains and losses arising from any changes in the valuation of the Bank's assels or lisbilities in, or
denominated in, gold or foreign currencies, or Special Drawing Rights as a result of changes in the exchange rate for the Maioti or of any
change in the values, parities or exchange rates of such assels with respect to the Malcoti shall be carried to a special account called the
Foreign Exchange Revalualion Reserve Account and SDR Revaluation Reserve Account without affecting the Bank's profit er foss account.
The distribution of profits between the general reserve and Government consolidated account is based on profit which has not been affected by
any gainfloss on foreign exchange activities.

8.2 Rand Compensation Reserve

The Rand Compensation Reserve has been created and is used to book any amounts received by the Bank on behalf of the Government of
tesotho for the Rand Compensation payments it is entitled to in terms of the Multilateral Monetary Agreement. The amounts received are split
between equity and the Government consclidated account. This is done io comply with the reguirements of the Government's directive that
25% of the monies received from the Government of the Republic of South Africa be transferred o equity while 75% of the monies must be
credited {o the Government consolidated account.

8.3 Profits and General Reserves

(1)."The Bank has established a General Reserve Account in compliance section 21 of the CBL Act, to which net profits are alfocated at the
end of each financial year of the Bank as follows";

(a) "in the case of any year at the end of which the general reserve of the Bank does not exceed the minimum paid-up capital of the Bank, one-
third of the net profits of the Bank for the financial year";

(b} "in the case of any year at the end of which the general reserve of the Bank exceeds the minimum paid-up ¢apital of the Bank but does not
exceed four times the paid-up capital of the Bank, one-sixth of the net profits of the Bank for the financial year®.

(2} "After appropriate allocations have been made to the general reserve under subsection {2), one-quarter of the remainder of the net profits
for the financial year shall be applied to the redemption of any securities of the Government held by the Bank which have been issued under
section 20(6)."

{3) "With the approval of the Minister, further allocations may be made from time to time to the general reserve to increase it beyond four times
the minimum paid-up capitat of the Bank”.

(4) "The residue of the net annual profits for the financial year remaining after all deductions auihorized by subsections (2), (3}, (4} and section
66 have been made shall be paid into the Consclidated Fund as soon as practicable after the end of each financial year',
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Directors’ Report (continued)

8.3 Profits and General Reserves (continued)

(5} "No deduction authorized under subsections (2), (3) and {4) shall be required to be made nor shall any payment be made under
subsection (5} if, in the judgement of the Board, the assets of the Bank are, or after the deduction or payment, will be, less than the sum of
its liabilities and minimum paid-up capital”.

(6} "It the Bark incurs any net loss during any financlal year, such loss shali be charged to the general reserve and if the general reserve is
inadequate to cover the entire amount of the loss, the balance of loss shall be carried forward in an accourt for accumulated fosses".

(7} "The balance of accumulated losses shall be replenished by the Government by transferring to the Bank funds, negotiable securities
bearing market related terms and conditions or foreign exchange on the lines indicated in section 20 {6)".

{8} "If in any financial year there are accumulated losses carried forward from previous years and which losses have not yet been replenished
by the Government in the manner indicated in subsection {8}, the final profit of that year shall be aflocated in priority to the cancellation of such
accumulated losses”.

(9) “The aflocations stipulated in subsections (2), (3), {4) and (5) shall r nly to the balance of profits which remains after the cancellation of
accumulated losses carried forward from previous years".

/’Z://z) A~

Dr. E.M Letete Mrs. R.Tiali
Governor Director
31 March 2026 31 March 2026
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° Grant Thornton

Independent auditors' report
To the shareholder of the Central Bank of Lesotho
Opinion

We have audited the financial statements of the Central Bank of Lesotho (the Bank), set out on pages 12 to 62,
which comprise the statement of financial position as at 31 December 2025, and the statement of profit or loss
and other comprehensive income, statement of changes in equity and the statement of cash flows for the year
then ended, and the notes to the financial statements, including a summary of material accounting policy
information.

In our opinion, the accompanying financial statements of the Bank for the year ended 31 December 2025 are
prepared, in all material respects, in accordance with the accounting policies described in note 1 to the financial
statements and the requirements of the Central Bank of Lesotho Act No.2 of 2000.

Basis for opinion

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

Emphasis of matter

Basis of preparation

We draw attention to note 1 of the financial statements which describes the basis of accounting. The financial
statements are prepared to assist the Bank in complying with the requirements of the Central Bank of Lesotho Act
No.2 of 2000. As a result, the financial statements may not be suitable for another purpose. Our opinion is not
modified in respect of this matter.

Other information
The directors are responsible for the other information. The other information comprises the information included

in the document titled "Central Bank of Lesotho Financial Statements for the year ended 31 December 2025".
The other information does not include the financial statements and our auditors' report thereon.

Moteane, Quashie & Associates Chartered Accountants and Management SizweNtsalubaGobodo Grant Thornton Inc., 152 14th Road, Noordwyk, Midrand, 1687,

Consultants Plot 582 Hoohlo, Cnr Kingsway Rd./ Maseru Bypass, Private Bag A169, South Africa,
Maseru 100 Lesotho. Tel: (+268) 22 316 490, VAT NO: 1519433 TIN NO:1028676-4. T: 086 117 6782
Please see www.mqa.ls for further details WWW.SNng-grantthomton.co.za

M.A. Moteane (Mrs.) (resident) [Managing Director] Yiclor Sekase [ChiSE bxecyiive]

Moteane, Quashie & Associates Chartered Accountants & Management Consultants

Registration Number: 27612
not obligate, one another and are not liable for one another’s acts or omissions,

A comprehensive list of all Directors is available at the company offices or registered office.

SNG Grant Thornton is a member firm of Grant Thornton International Lid (GTIL). GTIL
and the member firms are not a worldwide parnership. Services are delivered
independently by the member firms. GTIL and its member firms are not agents of, and do

SizweNtsalubaGobodo Grant Thomton Incorporated  Registration  Number:

2005/034639/21



Our opinion on the financial statements does not cover the other information and we do not express an audit opinion or
any form of assurance conclusicn thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information 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, 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,

Responsibifities of directors for the financial statements

The directors are responsible for the preparation and presentation of the financial statements in accordance with the
Bank's accounting policies described in note 1 to the financial statements and the requirements of the Central Bank of
Lesotho Act No.2 of 2000, 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 concein, 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.

Auditor's responsibilities for the audit of the financial stalements

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
1SAs 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 judgment and maintain professional scepticism
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 coliusion,
{orgery, intentional ornissions, 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,

*  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 appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors

10



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.

L\&MQ&W + /4’{7 StzmeNbvbatadeds Grast Thonds Tac.
Juliet Onubi Pravesh Hiralall

Moteane, Quashie & Associates SizweNtsalubaGobodo Grant Thornton Inc.
Chartered Registered Auditor Chartered Registered Auditor

Plot 582 Hoohlo 152 14th Road, Noordwyk,

Maseru, 100 Midrand, 1687

31 March 2026 31 March 2026

11
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Statement of Financial Position as at 31 December 2025

2025 2024

Note(s} M 1000 M '000
Assets
Cash and cash equivalents 2 8,483,752 8,192,601
Deposit floaters & fixed deposits 3 - 894,704
Investment in Swift 4 546 473
Treasury notes and bonds 5 6,373,975 5,594,940
Treasury bills at amortised cost 6 1,184,407 508,525
IMF subscription account 7 1,586,623 1,673,596
IMF holding of Special Drawing Rights {SDR) 8 3,414,911 2,394,719
Currency inventory g 118,984 92,511
Loans & advances 10 214,980 192,506
Other assets 11 61,991 35221
Property and equipment 12 897,794 874,836
Intangible assets 13 7.034 47,319
Tax receivable 21 - 12,921
Deferred tax 26 - 11,828
Total Assets 22,344,997 21,496,700
Equity and Liabilities
Liabilities
Notes and coins issued 14 2,168,294 2,183,450
Deposils 15 692,938 949,829
l.esotho Government deposits 16 8,289,541 6,709,698
Government project accounts 17 301,364 368,307
IMF Maloti currency holding 18 1,284,804 1,366,558
IMF Special Drawing Rights allocation 19 2,268.061 2,392,387
IMF Rapid Credit Facility 20 265,043 279,572
Taxaticn payable 21 86,475 -
Dividends due to Gavernment of Lesctho 22 336,110 172,622
Trade and other payables 23 124,764 80,560
Long-term employee benefit obligation 24 171,401 139,581
Deferred tax 26 884 -
Total Liabilities 16,008,772 14,642,564
Equity
Share capital 27 100,000 100,000
Generai reserve 460,307 393,085
Rand compensation reserve 1,399,781 1,306,208
SOR revaluation reserve 106,819 108,247
Foreign exchange revaluation reserve 3,065,884 4,694,037
Properiy revaluation reserve 17,358 17,358
Bond revaluation reserve 138,754 78,281
Loss atlowance for debt investments at FVTOCI 146,205 156,020
Total Equity 6,335,218 6,854,138
Total Equity and Liabilities 22,344,897 21,496,700
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Statement of Profit or Loss and Other Comprehensive Income

2025 2024

Note(s) M' 000 M '000
Interest income 28 1,098,088 1,014,954
Interest expense 29 (74,795} {108,403}
Net interest income 1,024,293 906,551
Other income 30 175,254 110,965
Total income 1,200,547 1,017,516
Exgpected credit gains/{losses) on financial assels 275 {104,871}
Operating costs and expenses 31 {639,526} (623,938)
Cperating profit 561,286 238,707
Actuarial gains/(losses) on long term employee benefits (12,854} {5,442}
Profitiloss before taxation 548,442 283,265
Tax expense 3z {145,110} {76,118}
Profit for the year 403,332 207,147
Other comprehensive income:
Net change in fair value of debt financial assets measured at fair value through other
comprehensive income (FVOCH)
Net change in expected credit loss (ECL) {9,815) 100,134
Net change in fair value 60,473 32,034
Net movement 50,658 132,168
Property revaluation
Increasef{decraase) in property revaluations - 1,447
Tax effect . (363)
MNet movement - 1,084
Rand compensation
Increase in reserve 93,583 107,354
Tax effect - -
Net movement 93,583 107,354
Other comprehensive income/{losses) for the period net of taxation 144,241 240,606
Total comprehensive income for the year 547,573 447,753

13
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Central Bank of Lesotho

Financial Statements for the year ended 31 December 2025

Statement of Changes in Equity

Explanatory notes

* General reserve has been aflocaied in terms of Saction 21(2)(b) of the Central Bank of Lesotho Act No. 2 of 2000. The Act stipulates that in
the case of any year at the end of which the general reserve exceeds the minimum paid-up capital of the Bank, but does not exceed four times
the paid-up capital of the Bank, one sixth of the net profiis will be allocated to the general reserve.

“The Rand compensation reserve represents amounls received by the Bank from the Gavernment of Lesotho, being the Bank's share of the
Rand compensation paymenis received by the Government, in terms of the Multilateral Monetary Agreement amongst the Government of
Namibia, Swaziland, Lesotho and the Republic of South Africa. The Government has directed that 25% of this amount be treated as a reserve.

*The SDR Revaluation Reserve represents unrealised gains and losses on the revaluation of SDR denominated balances,

" Foreign exchange revaluation reserve in terms of Section 54 of the Central Bank of Lesctho Act No. 2 of 2000, the gains and losses arising
from any changes in the valuation of the Bank's asseis or liabilities in, or denominated in, gold or foreign currencies, or Special Drawing Rights
as a resuit of changes in the exchange rate for the Maleli or of any change in the values, parities or exchange rates of such assets with respect
to the Maloti shall be carried to a special account called the Foreign Exchange Revaluation Reserve Account and SDR Revalualion Reserve
Account without affecting the Bank's profit or loss accourd. In the ¢ase of a carried over loss or net debit balance in the Revaluation Reserve
Account, ameunts shall be transferred from the available balance in the General Reserve fo cancel such carried over losses.

Effects of changes in foreign exchange rales, exchange differences dealt with under the terms of seclion 54 of the Central Bank of Lesotho Act
No. 2 of 2000, are recognised in the stalement of changes in equity by being transferred to the special account.

* The Property Revaluation Reserve represents unrealised gains and fosses on the revaluation of property and equipment.
* The Bond Revaluation Reserve represents unrealised gains and losses on the revaluation of bonds held by the Bank.

* Loss allowance recognised for debt investments at fair value through other comprehensive income, typically refers to an estimate of
potential losses that CBL might experience on its financial assets (honds). This is often associated with credit risk where there's a possibility
that borrowers may not fully repay their debts. The recognition of loss allowance involves accounting practices 1o reflect the potential losses in
financial statements using Expected Credit Loss (ECL) model.

* Accumulated Profit in terms of Section 21.

(1) The net profits of the Bank for each financial year shall be determined by the Board after making provision for bad and doubtfui debts,
depreciation in assets, contributions to staff and superannuation funds and for all other matiers for which provision is to be made by or under
this Act.

(2) The Bank shall establish a general reserve to which shall be allocated at the end of each financial year of the Bank (a) in the case of any
year at the end of which the general reserve of the Bank does not exceed the minimum paid-up capital of the Bank, one-third of the net profits
of the Bank for the financial year;

(b) in the case of any year at the end of which the general reserve of the Bank exceeds the minimum paid-up capital of the Bank but does not
exceed four times the paid-up capitai of the Bank, cne-sixih of the nei profits of the Bank for the financial year.

(3) After appropriate allocations have been made to the general reserve under subsection (2), one-quarter of the remainder of the net profits for
the financial year shall be applied to the redemption of any securities of the Government held by the Bank which have been issued under
section 20(6).

(4) With the approval of the Minister, further allocations may be made from time {o time to the general reserve {o increase it beyond four times
the minimum paid-up capital of ihe Bank.

{5) The residue of the net annual profits for the financial year remaining after all deductions authorized by subsections (2), {3}, (4) and section
55 have been made shall be paid into the Consclidated Fund as soon as practicable after the end of each financial year.
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Central Bank of Lesotho

Financial Statements for the year ended 31 December 2025

Statement of Cash Flows

2025 2024
Note(s) M''000 M''000

Cash flows from operating activities

Cash (ulilised inYgenerated from operations 33 (160,748) 3,614,379
Interest received 28 1,088,056 1,017,315
Interest paid 29 {74,795) {108,403)
Tax paid 21 {53,160) {166,823)
Rand compensation receipis 93,583 107,354
Payments to Government of L.esctho Censolidated Fund 22 (172,622) {151,276)
(Increase) in Othar assets {26,769) {2,276)
(Purchase)/sale of Treasury bills at amortised costs {675,882) 114,806
{Purchase) of Treasury notes and bonds {559,591} (196,998}
(Decrease} in Notes and coins 14 {15,156) (216,277)
{increase} in ivans and advances {22 473) (26,741}
(Becrease)increase in Governmeant proiect accounts {66,943) 102,767
(Increase)decrease in invesiment in Swift (73) 1
Net cash from operating activities {646,573) 4,087,827
Cash flows from investing activities

Purchase of propery and equipment 12 (51,160) {71,054}
Purchase of intangible assets 13 - (1,608}
Disposal of property and equipment 326 2.3%4
Net cash from investing activities {50,834) {70,268)
Cash flows from financing activities

Total cash movement for the year (697,407) 4,017,559
Cash at the beginning of the year 9,192,641 5,143,180
Effect of exchange rate movement an cash balances (11,442) 31,862
Total cash and cash equivalents at end of the period 2 8,483,752 9,192,601
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Ceniral Bank of Lesotho

Financial Statements for the year ended 31 December 2025

Accounting Policies

1. Presentation of financial statements

The material accounting policies applied in the preparation of these financial statements are set out below. These accounting poiicies should be
read together with the financial reporting framewark on page 7.

These financial statements are prepared in accordance with the requirements of the Central Bank of Lesotho Act, No. 2 of 2000. The Bank has
chosen to use IFRS Accounting Standards as a guide in deciding on the most appropriate accounting policies to adopt and as a mode! for the
presentation and disclosure framework followed in its financial statements. However, the Act takes precedence over IFRS Accouniing
Standards in areas where there are deviations between the Act and IFRS Accounting Standards. As a result, certain criteria set out in IFRS
Accounting Standards have not been followed. The financial statements are prepared in accordance with the going concern principle under the
historical cost basis as modified by the revaluation of property and equipment, financial instruments classified as financial assets at fair vaiue
through other comprehensive income and financial assets and Habilities held at fair value through profit or loss. All monetary figures appearing
in the financial statements, uniess ctherwise indicated, are stated in Maloti, rounded to the nearest M'000 unless otherwise indicated.

The preparation of financial statements requires the use of certain critical accounting estimates, judgements and assumptions that affect the
reported amounls of assets and liabilities and the reported amounts of revenue and expenses during the reporting pericd. Altheugh these
estimates are based on Managemeni's best knowledge of current events and actions, actual resulls ultimately may differ from those estimates.
1.1 Property and equipment

Owner-occupied praperfies

Property and eguipment comprises owner occupied properties and equipment held for use in the supply of services or for the Bank's
adminisirative purpose. These are all initially recorded at cost.

Property and equipment is initially measured at cost and recognised when it is probable that expected fulure economic benefits atfributable o
the asset will fiow to the Bank and the cost of the asset can be measured reliably.

All repairs and maintenance are charged to profit or loss during the financial period in which they are incurred,

Subsequent to initial recognition, buildings are reflected &t a revaluation based on fair values as determined by an independant professional
valuer every five years, less acoumulaled depreciation and impairment,

After recognition as an asset, buildings are carried at a revalued amount, being its fair value at the date of the revaluation less any subsequent
accumulated depreciation and subsequent accumulated impairmenti losses.

Other properly and equipment {office furniture, equipment, computers, land and motor vehicles) are subsegquenily cardied at cost less
accumulated impairment fosses and accumulated depreciation. Work in progress consists of items under consiruction and is measured at cost.
Work in progress is transferred to {he related calegory of assets and depreciated accordingly when the asset is completed and available for
use. ltems under construction are not used and thus not depreciated.

Increases in the carrying amount arising on revaluation of buildings are credited to property revaluation reserves in equity. Decreases that
offset previous increases of the same asset are charged against property revaluation reserves.

Unrealised surpluses or deficits arfsing on revaluation of buildings are transferred to the property revaluation reserve account.
The most recent independent valuation for buildings was performed in May 2023.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost or revalued amounts to
their residual values using the applicable rates as follows:

The Bank's fixed asset management policy prescribes depreciation rates in accordance with the schedule below.

ltem Depreciation method Rates
CBL buildings Straight line 1%
CBL and Lehakoe land Nil
Lehakoe buildings Straight line 1%
Residentiat land and buildings Straight line 1%
Housing furniture Straight line 5%
Office furniture Straight line 5%
Motor vehicles Straight line 20%
Office equipment Straight line 10%
IT equipment Straight line 20%
Lehakoe furniture Straight line 5%
Sportsf Music equipment Straight line 10%
Housing equipment Straight ine 10%
Security equipment Straight ine 10%

17



Central Bank of Lesotho

Financial Statements for the vear ended 31 December 2025

Accounting Policies

1.1 Property and equipment {continued})

The residual value, usefu? life and depreciation method of each asset is reviewed at the end of each reporting year. If the expectations differ
from previous estimates, the change is accounted for prospectively as a change in accounting estimate.

The assets’ residual values and useful lives are reviewed, and adiusted if impairment is indicaled, at each financial year end.
Gains and losses on disposals are defermined by comparing the proceeds with the carrying amount and are recognised in profit or loss.
Praperty and equipment is derecognised when economic benefits arising from them are no longer expecied.
1.2 Intangible assets
An inlangible asset is recognised when:
. it is probable that the expected future economic benefits that are atiributable to the asset will flow to the entity; and
M the cost of the asset can be measured reliably.
Intangible assets are initially recognised at cost.
intangible assets are subsequently carried at cost less any accumulated amortisation and any impairment losses.

Comgputer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific sofiware. These
costs are amoriised on a straight line basis at a rate of 10% on all software.

Intangible assets are derecognised when ecenomic benefits arising from them are no longer expected.

Amartisation is provided to write down the infangible assets, on a straight line basis, o their residuat values as foilows which is finite.

item Rates

Computer software {general} 10%
1.3 Current and deferred income tax

The tax expense for the pericd comprises current and deferred tax. Tax is recognised in the statement of profit or loss and other
comprehensive income, except {o the exient that i relates to ems recognised directly in equity. In this case, the tax is also recognised in
equity.

The current income tax charge is caiculated con the basis of the {ax faws that have been subsiantively enacted by the reporting date.
Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where apprepriate on the basis of amounts expected to be paid fo the tax authorities.

Deferred income tax is recognised, using the balance sheet method, on temporary differences arising between the {ax bases of assels and
liabilities and their carrying amounts in the financial statements. Deferred income tax is determined using fax rates (and laws) that have been
enacled or substantially enacted by the financial year end date and are expected to apply when the related deferred income tax asset is
realised or the deferred income tax lability is settled.

Deferred income tax assels are recegnised only to the extent that it is probable that future taxable profit will be available against which the
temporary differences can be ufilised. Deferred tax related to fair value re-measurement of financial assets at fair value through other
comprehensive income, which are charged or credited directly to equity, is also credited or charged directly to equity and subsequently
recognised in the statement of profit or loss and other comprehensive income together with the gain or loss.

Current tax assets and liabilities

Current tax for current and prior pericds is, io the extent unpaid, recognised as a liability. If the amount already paid in respect of current and
prior perinds exceeds the amount due for those periods, the excess is receanised as an asset.

Current {ax labilities (assefs) for the current and prior pericds are measured at the amount expected to be paid to {recovered from) the tax
authorities, using the tax rates (and tax iaws) that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities
A deferred tax Hability is recognised for alf taxable temporary differences, except to the extent that the deferred tax lability arises from the initial

recognition of goodwill, or initial recagnition of an asset or liability in a fransaction which is not a business combination and at the time of the
transaction, affects neither accounting profié nor taxable profit (fax loss).
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Central Bank of Lesotho

Financial Statements for the year ended 31 December 2025

Accounting Policies

1.3 Current and deferred income tax {continued)

A deferred tax asset is recognised for all deductible temporary differences to the exient that it is probable that taxable profit will be available
against which the deductible temporary difference can be ulilised and to the extent that a transaction is not a business combination. A deferred
tax asset is not recognised when it arises from the initial recognition of an asset or lizbility in a transaction at the time of the transaction, affects
neither accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses and unused credits to the extent that it is probabte that future
taxabie profit will be available against which the unused tax losses and unused credits can be utilised.

Deferred tax assets and liabllittes are measured at the tax rates that are expected to apply to the period when the asset is realised or the
liahility is settled, based on tax rates (and tax laws} that have been enacted or substantively enacted by the end of the reporting period.

14 Share capital

(a) Share capilal is classified as equity

The entire issued share capital is held by the Government of Lesotho.
(b) Dividends on ordinary shares

Dividends paid to the Government of Lesothe Consolidated Fund in terms of Section 21 (5) of the Central Bank Act are set out in the statement
of changes in equily and recognised in the period in which it is distributed,

1.5 Employee benefits
{a) Post employment henefits

The Bank paeticipates in a multi-employer defined benefit pension plan, the assets of which are held in a separate trustee administered fund.
The pension plan is funded by payments from employees and the employer iaking inio accouni the recommendations made by the
independent actuaries. The pension contribufions are recorded in profit or loss via the pension contribution account.

A defined benefit plan is a pension plan that defines an amount of pansion benefit that an employee wilt receive on retirement, usually
dependent on one or more factors, such as age, years of service and compensation. The expected costs of post-employment defined benefits
are charged to profit or loss over the expecled service life of the employees entifled to these benefits according to the projected unit credit
method,

Cosls are actuarially assessed, and expense adjusiments and pasi-service costs resulting from plan amendments are amortised over the
expected average remaining service life of the employees. The Hability recognised in lhe statement of financial position in respect of defined
benefit pension plans is the present value of the defined benefit obligation at the reporting date, together with adjustments for unrecognised
actuarial gains or losses and past-service costs.

The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of high-
quality corporate bonds that are denominated in the currency in which the benefits will be paid, and thal have terms to matusity approximating
the terms of the related pension liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity in OCI
in the period in which they arise. Remeasurements are not classified to profit or loss in subsequent periods. Past service costs are recognised
in prefit or loss at the eadier of the following dates: (i) when the plan amendment or curtailment occurs or, (i) when the entity recognises related
restructuring costs or termination benefits. The Bank is respansible for any shortfall of the defined benefit.

{b) Other long-term employee benefits

Termination benefits are payable when employment is terminated by the Bank before the normal relirement date, The Bank recognises
termination benefits when it is demoenstrably committed to either: terminating the employment of current employees according o a detailed
formal plan without possibility of withdrawal: or providing termination benefits as a result of an offer made fo encourage voluntary redundancy.
Benefits falling due more than 12 months after the statement of financial position date are discounted to their present value.

Actuarial gains and losses arising from experience adjustments and changes in aciuarial assumptions are charged or credited to profit or loss
in the period in which they arise.

Long-term empioyee benefits include:
. Severance pay - this is calculated as two weeks' satary for each continuous completed year of service from 1993.
. Gratuity - this is calculated at 12.5% of the average of the annual gross salary of the last three years muitiplied by number of years
of service for permanent employees who have completed 10 years {Advance gratuity) of continuous service with the Bank and 25%
of total earnings for the contract period of contract employees.
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Central Bank of Lesotho

Financial Statemenis for the year ended 31 December 2025

Accounting Policies

1.5 Employee benefits {continued)
{c) Accrual for leave pay

Employee benefils in the form of 25% of annual leave entitlements are provided for when they accrue to employees with reference to services
rendered up to the statement of financial position date.

1.6 Provisions

Contingent Habilities are not disclosed because the Bank believes that they may not become an actual liability and therefore may not be
incurred due to an uncertain future events. The Bank holds a belief that the possibility of fulure outilow of setflement embodying economic
benefits is remote.

Provisions for legal claims are recognised when: the Bank has a present legal or constructive obligation as a result of past events; it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation; and the amount has been reliably estimated.
Provisions are not recognised for future operaiing losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the likelihood of an cutflow with respect 1o any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate that
refiects current market assessments of the time value of money and the risks specific to the obligaticn. The increase in the provision due to
passage of ime is recognised as interest expense.

1.7 Interest Income

Interest income is recognised using the effective interest rate. When a financial asset is impaired, the Bank reduces the carrying amount to its
recoverable amount, being the estimated fulure cash flow discounted at the original effective interest rate of the instrument and continues
unwinding the discount as interest income,

Where financial assets have been impaired, interest income conlinues to be recognised cn the impaired value based on the original effective
interest rate. Net interest income includes fair value adjustments on interest-bearing financial instruments held at fair value, excluding financial
instruments held for trading.

1.8 Translation of foreigh currencies
{a) Functional and presentation

iterns included in the financial statements of the Bank are measured using the currency of the primary economic environment in which the
Bank operates (‘the functional currency’}. The financial statements of the Bank are presented in Maloti Lesotho currency, which is the functional
and presentation currency of the Bank.

(b) Transactions and balances

Foreign currency fransactions are translated info the functional curreney using the exchange rates prevailing at the dates of the transactions or
valuation where items are remeasured. Foreign exchange gains and losses resulting from the settlement of such ransactions and from the
translation at year end exchange rates of monetary assets and flabilities denominated in foreign currencies are recognised in the statement of
changes in equity under foreign currency reserves as required by the Central Bank of Lesothe Act, of 2000.

Changes in the fair vaiue of monetary securities denominated in foreign currency classified as financial instruments at fair value through other
comprehensive income are anaiysed belween translation differences resulting from changes in the amortised cost of the security and other
changes in the carrying amount of the security. Translation differences related {o changes in amortised cost are recognised in equity.

Changes in the fair value of monetary securities denominated in foreign currency classified as financial instruments at fair value through profit
or loss are analysed between translation differences resulting from changes in fair vaiue of the security and other changes in the carrying
amount of the security. Translation differences relaied o changes in fair value are recognised in equity.
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Central Bank of Lesotho

Financial Statements for the year ended 31 December 2025

Accounting Policies

1.9 [Impairment of non-financial assets

The carrying amounts of the Bank's non-financial assets are reviewed annually to determine whether there is any indication of impairment, in
which case their recoverable amount is estimated.

The recoverable amount is the higher of an asset's fair value fess costs of disposal and value in use,

Assets that are subject to amortisation are reviewed for impairment whenever evenis or changes in circumstances indicale that the carrying
amount may no! be recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount exceeds iis
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs of disposal and value in use. For the purposes of
assessing impairment, assets are grouped at the iowest levels for which there are separately identifiable cash flows (cash-generating units).
Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

1.10 Currency inveniory

The cost of new Lesotho bank notes and coins is treated as inventory and comprises printing and minting costs, as well as carriage, insurance,
and freight incurred to deliver the currency to the Bank's premises, Currency is issued on a first-in, first-out {(FIFO) basis and is expensed to the
income statement upen issuance.

1.11 Dividend distribution

Dividend disiribution to the Government of Lesotho is recognised as a liability in the Bank's financial statements in the period in accordance
with the Centrai Bank Act No.2 of 2000. The entire profit as defined by Section 21{5) of the Act {net profit after aflocations to reserves} is
payable as dividends to the Government of Lesotho's Consolidated Fund.

1.12 Notes and ¢oins issued

Notes and coins comprise banknotes and coins issued by the Central Bank of Lesotho for circulation, As legal fender, measured at face value
in Maloti, and recognised as a financial liability in the statement of financial position.

1.13 IMF holding of Special Drawing Rights and IMF subscription account

Upon joining the International Monetary Fund (IMF}, Lesothe was allocated Special Drawing Rights, currently the IMF subscription account,
which hoids Lesotho's subscription in IMF amounis to 69 800 000 urils. The Central Bank of Lesothe administers the Special Drawing Righis
{SDR} on behalf of the Government of Lesotho for the allocation in the financial records of the Bank.

The units are translated daily using a basket of 5 major currencies. The SDR allocation was initially recorded as a liability, and the
corresponding entry as the Holdings account under external assets. When the SDRs are utilised by the Government, the Holdings account
decreases. The SDR allocation account accrues interest expense at an average rate of 0.015% and the Holdings account earns interest
income at an average rate of 0.015%. Annually, the rights and IMF liabilities are translated at the ruling SDR rate and the difference on
revaiuation is taken to the SDR Revaluation Reserve.

1.14 General reserve
The General Reserve has been allocated in terms of Section 21(2){b) of the Central Bank of Lesotho Act No. 2 of 2000,

In terms of the Central Bank of Lesotho Act No.2 of 2000, in the case of any year at the end of which the generat reserve of the Bank does not
exceed the minimum paid-up capital of the Bank, one third of the net profits of the Bank for the financial year will be aliocated to general
reserve in the case of any year of which the general reserve exceeds the minimum paid-up capital of the Bank but dees not exceed four times
the paid up capital of the Bank, one sixth of the net profits of the Bank will be allocated te general reserve. However, where the general reserve
of the Bank exceeds four times the paid-up capital, with the approval of the Minister, further allocations may be made from time to time to the
general reserve to increase it beyond four times the minimum paid-up capital.

1.15 Rand compensation reserve

The Rand compensation reserve represents amounts received by the Bank from the Gavernment of Lesotho, being the Bank's share of the
Rand compensation paymenis received by the Government, in terms of the Multilateral Monelary Agreement amongst the Government of
Namibia, Swaziland, Lesotho and the Republic of South Africa. The Government has directed that 25% of this amount be treated as a reserve.

1.16 Foreign exchange revaluation reserve account

In terms of Section 54 of the Central Bank of Lesotho Act No, 2 of 2000, gains and losses arising from any changes in the valuation of the
Bank's assets or liabililies in, or denominated in, gold or foreign currencies, or Special Drawing Righis as a result of changes in the exchange
rate for the Maloii or of any change in the values, parities or exchange rates of such assets with respect to the Maloti shail be carrded to a
special account called the Foreign Exchange Revaluation Reserve Account and SDR Revaluation Reserve Account without affecting the
Bank's profit or ioss account. In the case of a carried over oss or net debit balance in the Revaluation Reserve Account, amounts shall be
transferred from the available balance in the General Reserve to cancel such carried over losses,
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Accounting Policies

1.16. Foreign exchange revaluation reserve account {continued)

Eiffects of changes in foreign exchange rates, exchange differences dealt with under the terms of section 54 of the Central Bank of Lesotho Act
Na. 2 of 2000, are recegnised in the statement of changes in eguity by being transferred to the special account.

1.7 SDR revaluation reserve

The SDR revaluation reserve represents unrealised gains and losses on the revaluation of SDR denominated balances.
1.18 Property revaluation reserve

The Property revaluation reserve represents unrealised gains and losses on the revaluation of buildings.

1.19 Bond revaluation reserve

The Bond revaluation reserve represents unrealised gains and losses on the revaluation of bonds held by the Bank.
1.20 Financial risk management

(a) Market risk
(i) Foreign exchange risk

The Bank does business internationally, with some of its obligations in foreign currencies. This exposes it to foreign exchange risk, which arises
from fransacticns, liahilities and investments which are denominated in a currengy which is not the Bank’s functicnal currency.

As of 31 December 2025, if the foreign currencies in the Bank ‘s portfolio had weakened/strengthened by 5% against the functional currency,
the Bank's foreign assets would have been 2.58% (2024: 2.36%) higherflower as a result of foreign exchange losses/gains on valuation of
foreign currency denominated assets.

(i) Inferest rate risk

Interest rale risk is the uncertainty associated with the value of a financial instrument due e the variability in interest rates, The Bank owns
sighificant financial instruments and this exposes it {o interest rate risk.

In order to manage interest rate risk, the Bank spreads its investments across the vield cusve as per its risk prefile. To infroduce stability of the
returns, the Bank makes investments in different proportions in maturity buckets, providing some degree of diversification.

(iii) Price risk

The Bank is exposed to fixed rate securities price risk hecause of investments held by the Bank which are classified on the statement of
financial position either as financial instruments at fair value through other comprehensive income or as financial instruments at fair value
threugh profit or loss.

In managing price risk, the Bank's portfolio managers take a view on how future interest rates will unfold, ensuring that as investments mature,
they are reinvested at the highest possible rates, cognisant of limits and targets set out in the investment strategy and strategic asset allecation
{SAA). For fixed rate instruments, interest rate risk is managed by aligning the portfolios to market indexes.

{b} Credit risk

Credit risk arises from a possibility of counterparties faifing 1o honour their obligations in favour of the Bank on financial instruments. The Bank
has credit exposure 1o banks, sovereign and supranational institutions. Credit exposure to these institutions is monitored frequently with limits
set for individual instituions. For banks, only independently rated institutions that are raled at least 'medium grade investment' (grade B), are
accepted. During the period, no limits were exceeded and counterparties rating have been within acceptable grades.

{c) Liguidity risk

Liquidity risk is the risk that the Bank's liquid assets will be unable to provide for foreseen and unforeseen financial obligations. In managing
this risk, the Bank sets aside and monitors closely a portion of reserves in the working capital tranche to cater for these obligations. The limits
of this franche were determined by the analysis of historical payment patierns over a period of time.

Refer io the Risk Management statements on pages 46 to 59.
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1.21 IMF currency holding account

The IMF Holdings of Malgli are represented by the No.1 and No.2 accounts which fotal SDR 56,994,480 (2024: SDR 57,021,266) in favour of
the IMF. GOL chose to substitute non-interest bearing notes for a portion of the balance held in its Fund's No. 1 account and the securities
substituted for currency are recorded in the Securities Account. GOL's holding in IMF SDR Department is posted in the No.1 account and is
used for the Fund's operational transactions e.g. purchases and repurchases, whereas the No. 2 account is used for the payment of
operational expenses incurred by the IMF fund, in Maloti. The Bank revalues the IMF accounts in ifs stalement of financial posifion in
accordance with the practices of the IMF Treasury Department. The revaluation of the SDR rates by the IMF is effected annually on 30 April,
and whenever there are IMF fransactions using the Maloti. The BMF accounts have been revalued using the latest prevailing SDR rates as per
the IMF website.

1.22 Critical accounting estimates and judgements

Estimates and judgements are conlinually evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The Bank makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seidom equat the
related actual resuits. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounis of
assels and liahilities within the next financial year are addressed below.

{a} Employee benefits

The severance and gratuity obligations have been valued using the Projected Unit Credit method. This method was used to determine the past-
service liabilities at the valuation date and projected annual expenses in the year following the valuation date,

The key assumptions used in the calculations are economic and demegraphic assumptions, withdrawal and morlality rates. In the valuation the
real discount rate of 9.47% p.a. has been used.

The assets and iiabilities relaling to the employees of the Bank participating in the post-employment Corporate Bodies Pension Scheme
(CBPS) cannct be separated due to the fact that it is a multi-employer plan.

The liability recognised in the statement of financial position in respect of defined benefit pension plans (Corporate Bedies Pension Scheme
(CBPS)) is the present value of the defined benefit obligation at the reporting date, together with adjustments for unrecognised actuarial gains
or losses and past-service costs. The present value of the defined benefit obligation is determined by discounting the estimated future cash
outflows using interest rates of high-gquality corporale bonds that are denominated in the currency in which the benefits will be paid, and that
have terms to maturity approximating the terms of the related pension liability. Refer 1o further disclosure in note .

The key assumptions used in the valuation are discouni rate 9.47%, price inflation rate of 5.00%, salary increase of 6.25%.

{h) Fair values

The foliowing bases are used in determining fair value:

i) Balances due to and from banks

The amounts include inter-bank placement and ifems in course of collection. The fair value of floating rate placements and overnight deposits
is their carrying amount. Fixed deposits are shown at current value including accrued interest.

(c) Impairment of fair value through other comprehensive income and amortised cost financial assets
Estimales have been used for the implementation of the ECL modei, Refer 1o Accounting pelicy 1.23.
d) Climate Change

The Bank is aware of the climate related risks and has assessed its possible impact on the operations of the Bank. it is not expected that the
climale reiated risks will have a material impact or cause any uncertainty on the Bank's operations.

1.23 Financial instruments

Financial assets and financial liabilities are recognised in the Bank’s statement of financial position when the Bank becomes a parly io the
contractuat provisions of the instrument.

Recognised financial assets and financiat liabilities are inilially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assels and financial liabilities {other than financial assets and financial liabitities at Fair Value Through Profit or
Loss {(FVTPL)) are added to or deducted from the fair value of the financial assets, as appropriate, cn initial recognition. Transaction cosis
directly attributable to ihe acquisition of financial assets at FVTPL are recognised immediately in profit or loss.
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1.23 Financial instruments {continued)
If the transaction price differs from fair value at initiaj recognition, the Bank will account for such difference as follows:

If fair valug is evidenced by a quoted price in an active market for an identical asset or liability or based on a valuation technique that uses only
data from observable markets, then the difference is recognised in profit or foss on initial recognition (i.e. Day 1 profit or loss);

In all other cases, the fair value wili be adjusted to bring it in line with the transaction price (i.e. Day 1 profit or loss will be deferred by including
it in the initial carrying amount of the asset or liability).

1.23.1 Financial asseis

All recognised financial assets that are within the scope of IFRS 9 are required to be subsequently measured at amortised cost or fair value
based cn the entity's business model for managing the financial assets and the coniractual cash flow characteristics of the financial assets.

Specifically:

. instruments that are held within a business model whose objeclive is to collect the confractual cash flows, and that have
contractual cash flows that are solely payments of principal and interest on the principal amount outstanding (SPP), are
subsequently measured at amoriised cost;

. Bebt instrumenis that are held within a business model whose objective is both to collect the contractual cash flows and to sell the
instruments, and that have contractual cash flows that are SPPI, are subsequently measured at Fair Value Through Other
Comprehensive Income (FVOCIH);

° All other instruments {e.g. insfrumenis managed on a fair value basis or held for sale) and equity investmenis are subsequently
measured at FVTPL.

However, the Bank may make the following irrevocable election/designation at initial recognition of a financial asset on an asset-by-asset basis:
. The Bank may irrevocably elect to present subsequent changes in fair value of an equily investment that is not held for trading in
OCI; and.,
. The Bank may irrevocably designate a debt instrument that meets the amortised cost or FVOCI criteria as measured at FYTPL if
doing so eliminates or significantly reduces an accounting mismatch (referred to as the fair vaiue option).

The Bank assesses the classification and measurement of a financial asset based on the contractual cash flow characieristics of the asset and
the Bank’s business model for managing the asset.

For an asset to be classified and measured at amoriised cost or at FVOCI, its contractual terms should give rise 10 cash flows that are solefy
payment of principat and interest (SPP1).

The Bank considers all relevant information available when making the business mode! assessment. The Bank takes into account all relevant
evidence available such as:
* How the performance of the business model and the financial assets held within that business model are evaluated and reported {o
the eniity's key management personnel;
° The risks that affect the performance of the business model (and the financial assefs held within that business model) and, in
particular, the way in which those risks are managed; and
. How managers of the business are compensated {e.g. whether the compensation is based on the fair value of the assefs managed
or on the contractual cash flows collected).

Al initial recognition of a financial asset, the Bank determines wheiher newly recognised financial assets are part of an existing business model
or whether they reflect the commencement of a new business model. The Bank reassess its business models each reporting period to
determine whether the business models have changed since the preceding period. For the current and prior reporting period the Bank has not
identified a change in its business models.

When an instrument measured at FVTOC! is derecognised, the cumulative gain/loss previously recognised in OCI is reclassified from eguity to
profit or loss. In contrast, for an equily investment designated as measured at FVOCH, the cumulative gainfloss previously recognised in OClis
not subseguently reclassified to profit or loss but transferred within equity.
Debt instruments that are subsequently measured at amortised cost or at FVOCI are subject to impairment.
Financial assets at FVTPL
Financial assets at FVTPL are:

. assets with contractual cash flows that are not SPPI; orfand

. assets that are heid in a business model other than heid to collect contractual cash flows or held to collect and sell; or

. assets designated at FVYTPL using the fair value option.

These assets are measured at fair value, with any gains/losses atising on remeasurement recegnised in profit or loss.
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1.23 Financial instruments (continued)
Foreign exchange gains and losses

The carrying amount of financial assets lhat are denominated in a foreign currency is determined in that foreign currency and translated at the
spot rate at the end of each reporting period. Specifically:
® For financial assets measured at amostised cosi exchange differences are recognised in a special account called the Foreign
Exchange Revaluation Reserve Accournt.
v For debt instruments measured at FVTOCI exchange differences are recognised in a special account called the Foreign Exchange
Revali:ation Reserve Account.
. For financial assets measured at FVTPL exchange differences are recognised in a special account called the Foreign Exchange
Revaluation Reserve Account.
. For equity instruments measured at FVTOCI, exchange differences are recognised in a special account called the Foreign
Exchange Revaluation Reserve Account,

impairment of financiat assets

The Bank recognises loss allowances for ECLs on the following financial instruments that are noi measured at FVTPL:
. Loans and advances;
. Debt investment securilies;
. Deposils at other institutions;
. l.oan commitments issued;
No impairment loss is recognised on equity investments.

£CLs are required to be measured through a loss allowance at an amount equal to:
. 12-month ECL., i.e. lifelime ECL that result from those default events on the financial instrument that are possible within 12 months
after the reporting daie, (referred to as Stage 1); or
. Full lifetime ECL, i.e. lifetime ECL that result from ali possible default events over the life of the financial instrument, {referred to as
Stage 2 and Stage 3).

A loss allowance for full lifelime ECL is required for a financial instrument if the credit risk on that financial instrument has increased
significantly since initial recognition. For all other financial instrumentis, ECLs are measured at an amount equal to the 12-month ECL.

ECLs are a probability-weighted estimate of the present value of credit losses. These are measured as the present value of the difference
hatween the cash flows due to the Bank under the coniract and the cash flows that the Bank expects to receive arising from the weighting of
multiple future economic scenarios, discounted at the asset's Effective Interest Rate (EIR).

The Bank measures ECL on an individual basis, or on a coliective basis for portfolios of loans that share similar economic risk characteristics.
The measurementi of the loss allowance is based on ihe present value of the asset's expected cash flows using the asset's original EIR,
regardless of whether it is measured on an individual basis or a collective basis.

More information on measurement of ECLs is provided in nole 39, including details on how instruments are grouped when they are assessed
on a collective basis.

Credit-impaired financial assets

A financial asset is “credit-impaired’ when one or more events thai have a detrimental impact on the esiimated future cash flows of the financial
asset have occurred. Credit-impaired financial assets are referred to as Stage 3 assets. Evidence of credit-impairment includes cbservable
data about the following events:

. significant financial difficulty of the borrower or issuer;

. a breach of contract such as a defauit or past due eveni;

. the disappearance of an active market for a security because of financial difficulties;

it may not be possible io identify a single discrete event instead, the combined effect of severat events may have caused financial assats to
become credit-impaired. The Bank assesses whether debt instruments that are financial assets measured at amortised cost or FVTOCI are
credil-impaired al each reporting date. To assess if sovereign and corporate debt instruments are credit impaired, the Bank considers factors
such as bond vields, credit ratings and the ability of the borrower to raise funding.

A loan is considered credit-impaired when a concession is granted to the borrower due to a deterioration in the borrower's financial condition,
unless there is evidence that as a result of granting the concession the risk of not receiving the contractual cash flows has reduced significantly
and there are no other indicators of impairment. For financial assets where concessions are contemplated but not granted the asset is deemed
credit impaired when there is observable evidence of credit-impairment including meeting the definition of default, The definition of credit
impairment includes default, unlikeliness to pay indicators and a back-stop if amounts are overdue for 90 days or more.
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1.23 Financial instruments (continued)
Definition of default

Critical to the determination of ECL is the definition of default. The definition of default is used in measuring the amount of ECL and in the
determination of whether the loss allowance is based on 12-month or lifefime ECL, as default is a component of the probability of defaull {PD)
which affects both the measurement of ECLs and the identification of a significant increase in credit rigk,

Default is defined as when:
- The borrower is uniikely to pay its credit obligations to the Bank in full. Borrower is past due more than 90 days on any material
credit obligation to the Bank; or
. The horrower is unlikely to pay its credit ebligations to the Bank in fulf,

When assessing if the borrower is unlikely to pay its credit ebligation, the Bank takes into accouni both qualitative and quantitative indicators.
Quantitative indicators, such as overdue status and non-payment on another obligation of the same counlerparty are key inputs in this analysis.
The Bank uses a variely of sources of information fo assess default which are either developed internally or obiained from external scurces.

Significant increase in credit risk

The Bank monitors all financial assets fo assess whether there has been a significant increase in credit risk since initial recognition. If there has
been a significant increase in credit risk the Bank will measure the ioss allowance based on lifetime rather than 12-month ECL.

The quantitative infermation is a primary indicator of significant increase in credit risk and is based on the change in lifetime PD by comparing:
. The remaining lifetime PD at the reporting date; with
. The remaining lifetime PD for this point in time that was estimated based on facts and circumstances at the time of initial
recognition of the exposure.

The PDs used are forward looking and the Bank uses the same methodologies and data used to measure the loss allowance for ECL.

Quatitative factors that indicate significant increase in credit risk are reflected in PD models on a timely basis. However, the Bank still considers
separately some qualitative factors o assess if credit risk has increased significantly,

As a back-stop when an asset becomes 30 days pasl due, the Bank considers that a significant increase in credit risk has occusred and the
asset is in stage 2 of the impairment model, i.e. the loss allowance is measured as the lifetime ECL.

More information about significant increase in credit risk is provided in note (39).
Modification and derecognition of financial assets

A madification of a financial asset ococurs when the contraciual terms governing the cash flows of & financial asset are renegotiated or
otherwise modified between initial recognition and maturity of the financial asset. A modification affects the amount and/or timing of the
contractual cash flows either immediately or at a future date. In addition, the intreduction or adjustment of existing covenants of an existing loan
would constituie a modification even if these new or adjusted covenanis do not yet affect the cash flows immediately but may affect the cash
flows depending on whether the covenant is or is not met (e.g. a change to the increase in the interest rate that arises when covenants are
hreached).

When a financial assst is maodified the Bank assesses whether this modification results in derecognition. In accordance with the Bank's palicy a
modification resuits in derecognition when it gives rise to substantially different terms. To determine if the medified terms are substantially
different from the original contractual terms the Bank considers the foliowing:

. Qualitative factors, such as contraciual cash flows after meodification are no longer SPPI, change in currency or change of
counterparty, the exient of change in inlerest rates, maturity, covenants. If these do not clearly indicate a substantial modification,
then;

. A quantitative assessment is performed to compare the present value of the remaining contractual cash flows under the original
terms with the contractual cash flows under the revised terms, both amounts discounted af the original effective interest. If the
difference in present value is greater than 10% the Bank deems the arrangement is substantially different feading to derecognition.

In the case where the financial assef is derecognised the loss allowance for ECL. is remeasured at the date of derecognition to determine the
net carrying amount of the asset at that date. The difference between this revised carrying amount and the fair value of the new financial asset
with the new terms will lead o a gain or loss on derecognition. The new financial asset will have a loss aliowance measured based on 12-
month ECL except in the rare occasions where the new loan is considered to be originated-credit impaired. This applies only in the case where
the fair value of the new (oan is recognised at a significant discount to its revised par amount because there remains a high risk of default which
has not been reduced by the modification. The Bank monitors credit risk of modified financial assets by evaluating qualitative and guanitative
infermation, such as if the borrower is in past due status under the new terms.

When the contractual terms of a financial asset are modified and the modification does not result in derecognilion, the Bank determines if the
financial asset's credit risk has increased significantly since initial recognifion by comparing: the remaining lifetime PD estimated based on data
at initial recognition and the original coniractugl terms; with the remaining lifetime PD at the reporting date based on the modified terms.
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1.23 Financial instruments {continued)

Where a modification does not lead to derecognition the Bank calcufates the modification gain/loss comparing the gross carrying amount
before and after the madification (excluding the ECL allowance}. Then the Bank measuras ECL for the modified assel, where the expected
cash flows arising from the medified financial asset are included in calculating the expected cash shortfalls from the original asset.

On derecognition of a financial asset other than in its entirety (e.g. when the Bank retains an option to repurchase part of a transferred asset),
the Bank ailocates the previous carrying amount of the financial asset belween the part it continues to recegnise under continuing invalvement,
and the part it no longer recognises on the basis of the relative fair values of those parts on ihe date of the transfer. The difference between the
carrying amount allocated to the part that is no longer recognised and the sum of the consideration received for the part no longer recognised
and any cumulative gain/loss allocated to it that had been recognised in OCl is recegnised in profit or loss. A cumulative gainfloss that had
been recognised in OCH is allocated between the pari that continues {o be recognised and the part that is no Jonger recognised on the basis of
the relative fair values of those parts. This does not apply for equity investments designaled as measured at FVTOCI, as the cumulative
gain/loss previously recognised in OCl is not subsequently reclassified to profit or toss.

Write-off

Loans and debt securities are writien off when the Bank has no reasonable expectations of recovering the financial asset {either in its entirety
or a portion of if). This is the case when the Bank determines that the borrower does not have assets or sources of income that could generate
sufficient cash flows to repay the amounts subject to the write-off. A write-off constitules a derecognition event. The Bank may apply
enforcement activities 1o financial assets written off. Recoveries resulting from the Bank's enforcement aclivities will resull in impairment gains.

1,23.2 Financial liabilities and equity

Debt and equity instruments that are issued are classified as either financial liabilities or as equity in accordance with the substance of the
contractual arrangement.

A financial iability is a confractual cbligation to deliver cash or another financial asset or to exchange financiat assets or financial lisbilities with
another entity under conditions that are potentially unfavourable to the Bank or a contract that witl or may be setiled in the Bank’s own equity
insfrumenis and is a non-derivative contract for which the Bank is or may be objiged fo deliver a variable number of its own equity instruments,
or & derivative contract over own equity that will or may be seffled other than by the exchange of a fixed amount of cash (or another financial
asset) for a fixed number of the Bank's own equity instruments.

Equity instruments

An equity instrument is any contract that evidences a residual inferest in the assets of an entity after deducting all of its liabilities. Equity
insirumenis issued by the Bank are recognised at the proceeds received, net of direct issue costs.

Qther financial liabilities

Other financial liabilities, inciuding deposits and borrowings, are initially measured at fair value, net of transaction costs. Other financial
liabilities are subsequently measured at amortised cost.

The EIR method is a method of calculating the amortised cost of a financial liability and of allocating interest expense over the relevant period.
The EIR is the rate that exactly discounts estimated future cash paymenis through the expected life of the financial liability, or, where
appropriate, a shorter period, 10 the net carrying amount on initial recognition. For details on EIR see the “net interest income section” above.

Derecognition of financial liabilities

The Bank derscognises financial Habilities when, and only when, the Bank's obligations are discharged, cancelled or have expired. The
difference between the carrying amount of the financial liability derecognised and the consideration paid and payable is recognised in profit or
loss.

When the Bank exchanges with the existing lender one debt instrument to another, with substantially different terms, such exchange is
accounted for as an extinguishment of the original financial liability and the recognition of a new financial liability. Similarly, the Bank accounts
for substantial modification of terms of an existing liability or part of it as an extinguishment of the original financial liability and the recognition
of a new liabiiity. It is assumed that 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 rate is at least 10 per cent different from the
discounted present value of the remaining cash flows of the original financial liabifity.
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1.24 Standards and interpretations not yet effective

New standards beginning on or after 1 January 2026. 1t is expected that the Bank will adopt the new proncuncements on its effective dates in
accordance with the requiremenis of the pronouncements. The Bank has assessed the impact of these standards and interpretations on the
annual financial statements. Except for IFRS 18, which the Bank is still in the process of assessing its impact, the Bank has evaluated the
impact of the standards listed below and concluded that they will not have a material impact on the financial statements.

Standard New and Amended Standard: Effective date
beginning on
or after

tFRS 18 Presentation and Disclosure in The objective of IFRS 18 is to sef out requirements for the presentation 1 Janyary 2027

Financial Staternents and disclosure of information in general purpose financial statements

{financial siatemenis) to help ensure they provide relevant information
that faithfully represents an entity's assels, liabililies, eguity, income
and expenses
Various Standards Annual improvement fo IFRS Accounting Standards Velume 11, mincr 1 January 2026
changes across multiple standards aimed at clarifying application and
improving consistency, including IFRS 1, IAS 7 elements of IFRS 10
and others.
IFRS 8 and 7 Amendments to the The primary objective of the amendments to IFRS 9 and 7 is to 1 January 2026
classification and measurement of financial enhance transparency and ensure consistent application of
instruments (amendments to IFRS 9 and 7) requirements for classifying financial assets and liabilities, while also
addressing practical implementation and disclosure uncertainties

1,25 Related Parties

As per IAS 24 Relaled Party Disclosures, the financial statements contain the disclosures necessary to draw attention to the possibility that the
Bank's financial position and profit or loss may have been affected by the existence of related pariies.

Related parties of the Bank include, but are not limited to the Government of Lesotho, Non-Executive Directors, Executive Directors and Key
Management who are charged with governance in accordance with legislation and hald positions of responsibility, respectively. Their
remuneration may be established by statute or by another body independent of the Bank. Their responsibilities may enable them to influence
the benefits of office thal flow to them, their related parties or parties that they represent on the governing body.
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2025 2024
M 000 M' ‘000

2. Cash and cash equivalents
Cash and cash equivalenis consist of:
Cash and balances with banks
Cash on hand 4,565 2,380
Bank balances 349,991 302,529
Short-term deposits 6,050 41,006
Tolal cash and balances with banks 360,606 345,915
Current and call accounts
Foreign hanks 915,912 743,260
South African banks 2,132,570 4,397,603
Total current and call accounis 3,048,482 5,140,863
Fixed deposits
Foreign banks 1,937,024 1,677,480
Interest accrued 32,818 33,981
South African banks 3,120,000 2,000,000
Total fixed deposits {with maturity shorter than 3 months) 5,089,842 3,711,461
Expected credit loss for cash and cash equivalents {15,178} {5,638)
Total eash and cash equivalents 3,483,752 9,192,601
3. Deposit floaters & fixed depaosits
South African banks - 400,060
Foreign hanks - 494,704

- 894,704
4, Investment in Swift
Investment in Swifi shares 545 473

The investment in Society for Worldwide Interbank Financial Telecommunication {Swift) relates to a share allocation based on the financial
contribution to Swift for network-based services. The share allocation is done in accordance with clause 8.2 of the By-laws General
Membership Rules. The share allocation applies to all shareholders (members) in live operations. The shares are measured at cost,
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2025 2024
M *000 ' 000
5, Treasury notes and bonds
2028 Fair value Fair value Total
through profit  through OCI
or loss
US honds at fair value 1,916,972 1,593,480 3,510,432
ZAR bonds at fair value - 2,783,880 2,783,880
US bonds accrued interest 15,714 16,967 32,681
ZAR bonds accrued interest - 46,982 46,982
1,932,686 4,441,289 6,373,975
2024 Fair value Fair value Total
through profit  through OCI
or loss
US honds at fair value 2,117,472 969,112 3,086,584
ZAR bonds at fair value - 2,440 888 2,440,888
US bends accrued interest 16,502 8,916 25418
ZAR bonds accrued interest - 42,050 42 050
2,133,974 3,460,966 5,594,940

Treasury notes and bonds represent debi securities measured at fair value. These instruments earn interest based on contractual coupon
rates, with interest accruing at rates ranging from 0.13% -~ 7.63% and .50% - 12,26% for US and ZAR bonds raspectively.

6.  Treasury bills at amortised cost
Treasury bills

Treasury bilis at amortised cost

1,184,407

508,525

The Traasury bills are debl securities issued by the South African Government and United States Treasury Depariment for a term of one year
and are {reated as secwrities at amortised cost. All treasury bilts are subject to interest rate risk ranging from 5.09%-5.57%.

7. IMF subscription account

Balance st beginning of year 1,673,596 1,725,295
Exchange revaluation (86,973) {51,699)
Balance at end of year 1,586,623 1,673,596

A member's subscription to IMF resources is equal to its quota and determines the maximum amount of financial resources the member is
obliged fo provide tc the IMF. A member must pay its subscription in full. A country must pay 25% of its quota in widely accepted foreign
currencies or SDRs, and the remaining 75% in its own currency.

The quota also defines a member's voting power in IMF decisions. The Kingdom of Lesotho has been a member of the IMF since 25th July
1968, As fiscal agent of the GOL, the Bank is authorized to carry out all operations and fransactions with IMF.

The Lesotho Government's Quota in the Internationat Monetary Fund (IMF) is SDR 69,800,000 in 2025. The local currency equivalent of the
subscription account in the statement of financial position is converted at the rate of 0.043892800 (2024: SDR 69,800,000 at 0.041706600).
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2025 2024
M''0G0 M’ 000

8.  IMF holding of Special Drawing Rights (SDR}

Balance at beginning of year 2,394,719 2,208,877
Net transactions - (decrease) / increase in rights 8,592 182,596
Exchange revaluation {164,540) 25,246
Purchase of SDR 1,176,140 -
Baiance at end of year 3,414,911 2,384,719

Holding of SDRs is potentially a claim on freely usable currencies of IMF members, in that holders of SDRs can exchange their currencies for
SDRs. The SDR value as a reserve asset derives from the commitments of members to hold and accept SDRs and to honour various
chligations connecled with the operation of the SDR system. The IMF ensures that the SDR claim on freely usable currencies is being
honoured in two ways: by designating IMF members with a strong external position to purchase $DRs from members with weak external
positions, and through the arrangement of voluntary exchanges between participating members in a managed market.

The value of SDR 150,231,483 (2024: SDR 99,967,018) allocated by the International Monetary Fund less utilisation is converled at the rate:
£.043992800 (2024:0.041706600}.

9. Currency inventory

Balance at beginning of year 82,511 58,821
Currency issued (14,502} (23,085)
Currency addition 40,975 56,775
Balance at end of year 118,984 92,511

10. Loans & advances

Housing loans 85,836 60,755
Carloans 31,911 32,242
Furniture loans - 50
Personal leans and comprehensive insurance 117,233 99,459

214,980 192,506

The loans issued to staff are paid in monthly instalments and atiract interest at a rate of 3% per annum. Refer to related pariies note 34 and
risk management note 37 for {urther details.

1. Other assets

Other prepayments 55,002 24,778
(Other receivables 2,980 5511
Commemorative coins 4,002 4,932

61,991 35,221

Other prepayments relate io licenses thai have been paid in advance, assets prepaid but not yet received and other receivables relating to
LRCC ogerating activities.

31



[4>

9£8'vi8 (g6£‘161) PEZ'390'] ¥64°268 {scs‘siz) 06eS'LLLL

06t'BEE - 0Bt'8EE 09E'SLL - 08g'esl

202'Y {gas'c) 162'6 zol's (tez'a) €866

- - - 6t (#) £5

049G {£00'L) £/9'9 ci8'8 (559'1) 9511

zor {czo's) 585G #1e (121'g) SRP'G

8EZ'BL {89%'92) o04'iF 20'0L {szg'se) Z06'15

£29°2L {15¥'g1) #20'9¢ 64871 (5L8'22) #6248

128’ (881G} 0zl LE¥'S (B¥t'g) 88811

Ler'oL {a£2'51) 098.'sg 8£9'6 {eg1'oL) 128'6e

Gz {1e9) 95% 4} (o) eist

18602 (pee'c) LZE'pE 1024'02 {oza'e) LZe've

185'C6 (8r2'98) GLE'0E) viE'L6 {LrQ'se) SLE0EL

gzZ'0l - §ZZ'01 5zZ'0L - 5220l

Gev'orP (28£°12) 2LZ'81s SEL'0S (go¥'ze) [N ads]
000, N 000, A 000, W 000, ¥ 000, W 000, dn

uoneicaldap UOHENBAB] uchealdap uofjen|easal
anes Builuen  paeinuwnooy 101800 anea SuiAeD  pRlenWINDOY 10 )807)
+Z02 5202

g0l

ssaiboid Ul yioan
wawdinbs Anceg
swdinbs Buisnop
juawdnbe g1snuw/stiodg
aInjuin) s0%eYa]
s18yndLico 8210
wawdinba 8210
S3[0IUEA JOJOW

aimuing 8280

aunyuing SuisnoH
sbuiping pue pug| [eguBPISSY
sBuipiing soyeys

pue| aoxele pue 7g0
sBuiping 180

juawdinba pue Auadoid 'zl

SjuDLLId)R]G [BIDURUIL U} 0} S9JON

GE0P JaquIeDar] | ¢ PepUa Jeak 2U) JOf SJUBIUIBIEIS [SOUBL|S

0Y]0S27 JO Yuey jeljuan



£

VEL LGS {zoz'ag) - av9 {aya} 09115 9e8'vL8
08E'sLl - {(LZt'8g) - - LLE'¥E 061’662
2oi'¢ {9za) - - - 981 Z0Z'p
34 () - - - £5 -
£L6'6 {158) - - - PER'Y 0/9's
vl {gp1) - - - - Pt
LiU'SL (azs'0) - - - §00°¢ 8EE'6L
62811 (£80'%) - - - 8LEL jrds AR
1E¥'S (LrL ) - 89 {gv9) £99 L2G'9
8£9'6 (£0B) - - - 09 (R ]N
zi &) - - - - 52
L0L'0Z (og2) - - - - L8602
P26 (£92'2) - - - - LES'CE
czZz'0l - - - - - 5Z2'0)
£EL'OFS (zzg'oL) L2r'ag - - 606'Gl SZY'9ry
060, W 000, .18 000, JA 000, W 800, W 000, 000, W
jesodsip
ue uoneloaldap
|eye] uonepaldsg sisysuel} pajelWnooYy  spesodsip Jo 1500 SuohIpPY pouejeq Buuado

ssalboid Ul 1op
usudinbs Ajunoag
awdinba BuisnoH
uswdinba sisnwystodg
Iy aoyEya”)
signdwod S0
awdinha aoiQ
SBI01LBA JOJC

ainyuIn) S0

ainpuIny Buisnop
sBulpltng pue puej jeluspIsey
sBuipjing soyaysT

pue} soyeysn pue 180
sBusppng 180

6Z0Z - uswdinba pue Aptadoad Jo vonej|ouoaay

{panupuo) Juawdinbs pue Auadotd  'ZL

SJUBLLIAIR]IS [RIDUBUI 9} O} SOION

§zZ0Z Jaquueaad ¢ pepua Jeek au} 0} SJUBWEIR)S (E1DURUL]

OYy}0sa JO yuey [RAUdD



PE

‘30AI850]
yonzn|eaes jsueBe paBIBLD 318 19588 BWES BU) JO S558aI0U) Snolasd 195}0 1eU) S8528109( "AINBA U] SBAISS3I UONENBAS) O paypaso ale sBuiping Jo uonenieaas uo Buisie junowe Buiklies sy} U SesEalou)

‘uoiBIcaidap pIIEINWINGOR $53] ‘S1eah BAl AloAd Jan(en |Euoissaiod Juspuadapul ue AG pRulIBIap SB 'aneA JIB] UC Paseq UCKBN|EA & je pajialjal aie sBuiping ‘UouBosal jeniul 0) Juanhasgng

“paLNoUE 86 AaU} Uoium Ul pouad

[eisueuy ayy Bunp jUawaiels awodul au) o) pabieyo ale souBuSIMIBW pUB SiEds! S0 Iy -pasuBossiep s Led paoe|dal ayy Jo junows Bukues sy Aigel|9) peinseaw 8q ued W)l alj] JO IS0 BY) puB JUEY
BLJ] ©) MO|J [Jit LAY BU) UM PBIRISOSSE SijaUaq JILOUDaE a1mny Jey) siqeqord st uaym Auo ‘sjeudoldde se tasse ajeledss g se pasiuBooal o Junowe Buliued $1I$SE Sl Ul papnoUl 212 S1$00 snbasqng

1802 18 Papioaal AU |8 818 asay) "sesodind sAlBNSILIUPE §jJUBg 2U) 104 10 $801A18S Jo Alddns alp Ll asn 10} pay swdinha pue sexsadoid paidnaso-1eumo sastdwad juswdinbs pue fpadoid

suonenieAay

LOL'0Z £ze'el Buping jBRuapIsay
+¥12'LB 9z0'601 Bupnng 2ou7
£EL'0vs [O¥' 204 Buprng 180
000N 000N

jnowly panjeasy  sisfeuy 1s0) "1S02 U0 patIBWS. YURE Y] PRY SZ07 JaWasaq [ 1 se junowe Buiflies jo sisAjeuy
928'v.8 Lhr'L {g80'1€) {rov'ce} 1e2'81t {cov'zz1}) ¥50°LL 666'098

0Bp'6E2 - - (gag'sl) - - rLO'GZ 181422 sga:B60:d Uy H10p
Z0Z'Y - (prer'L) (ggo'e) £08'92 {01222} QE8'Z £08'9 juswdinbs Aynoeg
- - (8) - 8EE {osg) - 61 wswidinba Buisnoy
0.9'6 - (159) (9121} 965'¢ L {0z0'vi) 68L'G 28T wawdinba asnwysyods
FaT - {051} - 8rl {oot) - ¥29 aIM)IUIN} S0%BYDT
8ET61L - (oss’s) {168'2) 06L'ZL {L06'21) £8¥'9 B15'€T signdwod 320
£2Y°LL - (£g0'o) (51} 0b5'ss {0z5'28) 98 S09'62 wawdinba 2040
125'8 - (9121} - Gi's (588'8) Zrl'g B06°2 SajoRA JOJOW
L8O - {ps8) (gze°2) 995 (zo0'L) aes's 0ZO'LL sINjuIn 800
¢z - {g1) - Zil (5oL} - £5 eUNELINY BuisnoH
186'0Z (80L) {ocz) - - - - Z8z'Le NG PUR pUg; [elUapIsay
2EG'EB £81 {co2'2) - - - - LL9'GB sBurppng soxyeys
6zZ'0l - - - - - - SzZ0L pue; soyeya pue gD
5P ObY cI€1 (#p1'0L) - - - 9z4'\T OLt'EEY sBupgng 180

000, 1 000, A 000, W 000, W 000, N 000. W 000, JA 000, W
|esodsip
$830%3 SiuaRAOW uo :o_ummow._amv
[[:lea ucneneasyd co_um_om._nmh_ hmwmcmsu FEEHIT) PR NLUNDOY mmmmoam_u 101800 SUONIPPY agug|eq m:_cmao

20z - uswdinba pue Aladoad o uoneloucaay

(penunuoo) juawdinba pue Ajedosd ‘7L

S1UBWIDIE]G [BIDUBUIL 9U) O} S3JON

G20z Jaquuana( L § pepue JEBA oy 0 SJUSWSIRIS [B1IBUBULY

0yjos9 JO yueg |eijuan



ge

BLE'LL {990°21) 209'L 11128
000, I 000, & 000 A 000, /N 000, JA
1Blol uoniesipclYy suonenieAay] SUOHIPPY 2auR|eg chmQO
P02 {caz'ol) - 8Le'41
000, W a00, 4 000, N 000, & £00, W
12301 UOESIHOWUNY sugeneasyd SUONIPPY 3ouBjEq mc_chO

| SEM J8n|EA Juspusdapul Ue Ag pajonpuUod UOEN|2A JUB08 JSOL BUY} JO S1BP BANOBYS B Jun

"5IBMIOS ||B UO S50 JO B1B1 B J& Siseg auy J3BIR)S & U0 PSSIOWE 812 SIS0
asoy | "elem)os oasds ay) asn o] Buyg pue axnbog O} pAUNOUL $)S02 8Y) JO Siseq auY) Lo pas|enden a8 Se0Ussl sJemlos endwioo paanboy

alem)os sanditod

+Z07Z - S1osse ajqIBurjy) JO UoNEI|IDU0IeY

aIBMYOS JaINduoD

§Z07 - s1esse ajgqibuejul Jo uoHeLjIoUucIaY

GLE'LL (020'68) 6BE'OLY FEO°L (cse'60L) 698’9t alemyos Jejnduwiod
600, W HO 000, N 000, W 000, W 000, .
UDIESIIOWE uoiesiowe
onjea DuALED  PRIEINWINIDY 1507 anea Byl palenuINody 1800
g BTAS

sjesse s|qibusu] "¢l

"£20T Ao

000y BAI3S9Y UDNEN|BASY B 0) pansjsuel) ase sBulpjing jo uonen|eaas uo Buistie sioyap 1o sasn|dins pasyeaiun

{panuyuos) juswdinba pue Apadoid g}

000, W
¥e0e

000. W
TS

S1UaWIalLLS [RIoURUIL 9Y) O] SBJON

Gz0g J1aquianaq 1§ Papus Jeak ey Joj) SiusWaleS [Eiateul

o}0saT JO yueg jenua)



Central Bank of Lesotho

Financial Statemenis for the year ended 31 December 2025

Notes to the Financial Statements

2025 2024
M '000 M '000
14, Notes and coins issued
Notes 2,126,327 2,146,905
Coins 41,967 36,545
2,168,294 2,183,450

The Bilateral Monetary agreement between the Government of the Republic of South Africa and the Government of the Kingdom of Lesotho
states that both Rand currency, issued by the South African Reserve Bank, and Maloti currency issued by the Central Bank of Lesotho, are
legat tender within Lesotho and are convertible at par. Notes and coins represent the face value of the currency (Maloti) in circulation.

15. Deposits

Deposits from Banks & Large Financial co-operatives - Non-interest bearing

Banks 678,143 938,882

Large financial co-operatives - 1,077

Other Deposits - Non-interest bearing

International institutions 144 806

Parastatals and others 14,651 9,064
692,938 949,829

The license of Large financial co-operatives was not renewed in the current year.

16. Lesotho Government deposits

Government deposils 8,299,541 6,709,698

Lesotho Government deposits typically refers to funds that are held by the Government entity, they include deposits from various sources, such
as revenues collected, fees or revenue relaled to their specific functions. These funds are subject to Government regulations and are managed
in accordance with specific policies and objectives.

17. Gevernment project accounts

Government project accounts 301,364 368,307

The Bank halds funds on behalf of the Government for the execution of projects it is mandated to oversee.

18. IMF Maloti currency holding

Securities account 226,076 238,469
General resources account 1,068,828 1,128,086
1,294,904 1,366,558

The No. 1 account is used for IMF {ransactions and operations, including subscription payments, purchases, repurchases, repayment of
borrowings, and sales in Lesothe local currency. The No. 2 account is used for the IMF's adminisirative expenditures and receipts (for examgle,
receipts from sales of IMF publications} in the member's currency and within its territory. Small out-of-pocket expenses, such as
telecomumunication charges, may be debited io this account on a quarterly basis. The IMF securities account is a security held in custody in
respect of the IMF quota.

18, IMF Special Drawing Rights allocation

Balance at beginning of year 2,392,387 2,461,688
Exchange revaluation {124,326) {69,301)
Balance at end of year 2,268,061 2,392,387
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Central Bank of Lesotho

Financial Statementis for the year ended 31 December 2025

Notes to the Financial Statements

2025 2024
M 000 M’ ‘000

19. IMF Special Drawing Rights allocation (continued)

The SDR aliocation is an unsecured, interest-bearing distribution of SDRs by the IMF through general and special allocations. The general
allocation is made by the IMF according to the Articles of Agreement to all participants in its SDR Department in proportion 1o countries’ guotas
in the IMF. On 10 August 2009, the Fourth Amendment to the IMF Arlicles of Agreement came into effect, authorizing a special one-time
allocation of Special Drawing Rights (SDRs) aimed ai enhancing global liguidity and strengthening confidence in the international financial
system, According fo the amendment dated 9 August 2021, the special allocation was made to the IMF members, which included the Kingdom
of Lesotho amounting to SDR 66,900,161, Members and prescribed holders may use their SDR holdings to conduct transactions with the IMF,
The Bank treats the ailocation as a foreign currency liability to the IMF. There is an interest charge if the country's SDR holdings falt below its
SDR allocations. Some countries’ SDR allocations are in excess of their holdings, e.g. L.esotho, reflecting their purchases of SDRs, or charges
that {hey have paid on their reserve tranche positions in the Ganeral Reserve Account,

Lesotho's aflocation by IMF of SDR89,778,347 is converted at 0.043882800 (2024: SDR$9,778,347 is converted at 0.041706600)

20, IMF Rapid Credit Facility

Balance at beginning of year 279,572 288,208
Exchange revalualion (14,529) (8,636)
Balance at end of year 265,043 279,572

The Rapid Credit Facility (RCF) provides rapid concessional financiat assistance with limited conditionality to low-income countries facing an
urgent balance of payments need. The RCF was created under the Poverty Reduction and Growth Trust (PRGT) as part of a broader reform to
make the Fund's financial support more flexible and better tailored to the diverse needs of LICs, Including in times of crisis. The RCF places
emphasis on the country’s poverty reduction and growth cbjectives.

The value of RCF 11,660,000 (2024: SDR 11,660,000 aliocated by the IMF is converted at 0.043992800 {2024:0.041706600).

21. Taxation receivable/ (payable)

Balance at beginning of year 12,921 (80,481)
Paid during the year 53,160 166,824
Current year charge {152,556) (73,422}
Balance at end of year {86,475) 12,921

22. Dividend payable

Balance at beginning of year 172,622 151,276
Paid during the year (172,622) {151,278)
Profit appropriation for the current year 336,110 172,622
Balance at end of year 336,110 172,622

The profit after tax is ransferred fo the Government of Lesotho Censclidated Fund and the General Reserve account in terms of Section 21 of
the Centrai Bank of Lesotho Act No.2 of 2000.

Profit after tax appropriates as follows:

Profit after tax 403,332 207,146
Profit after tax 403,332 207,146
Transfer to General Reserve (67.222) (34,524)
Balance at end of year 336,110 172,622

23. Trade and other payables

Various accruals 86,796 37.876
Divisional cheque accounts 900 104
Other 53,256 39,331
Accrued leave pay 3,812 3,249

124,764 80,560
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2025
M*'000

2024
' *000

23. Trade and other payables (continued)

Other accruals relates o Financial Instilutions unclaimed balances, VAT collacted on behalf of the tax authorities and Withhoiding tax at source

which was ye! to be remitted to the tax authorities.
Various accruals refate to accrued expenses as at year end.
24, Long term employee benefit obligation

Provision for severance pay
Opening obligation

Interest cost

Current service cost

Actuarial loss on employee benefits
Benefits paid

Provision for gratuity

Opening obligation

Interest cost

Cureent service cost

Actuartal loss on employee benefits
Benefils paid

33,186 27,450
3,955 3,667
4,193 3,528
3,623 1,227

(3.639) (2,886)

41,318 33,186

106,394 88,918

12,709 11,800

23,768 17,483
8,709 4,149

(21.497) (15,956)
130,083 106,394
171,401 139,580

The Bank's Eabilily is valued using the Projected Unit Credit Method by the independent actuarial valuer, The valuer has used assumptions
based on Statistics South African market data as at 31 December 2025. The valuer has determined the discount rate to be 9.47% p.a., implied
inflation assumption to be 5.00% p.a for future inflation. Future salaries can be expected to increase in ine with salary inflation. It is assumed
that salary inflation will exceed general inflation by 1.25% p.a. The valuer has used the discount rate assumption of high quality corporate
bonds. The valuer has set the discount rale by using the best fit discount rate at 31 December 2025 based on yields from the zero coupon
South African government bong curve with the duration of between 10-15 years. The computation has been determined taking into
consideration the cash-flow weighted duration of the liabilities. The recommended discount rate is 9.47%. Severance and gratuity payments are
recoghised as a reduction of the respective liabilities in the statement of financial position,

Key assumptions
Discount rates used

Sensitivity Analysis 2025

Bank
Cost/(Saving)

Sensitivity Analysis 2024

Bank
Cost/{Saving}

9.47 % 11.82 %
Current 1% decrease 1% increase
Assumption
8.47% B.47% 10.47%
175,213 189,352 162,959
- 14,139 {12,253}
Current 1% decrease 1% increase
Assumption
11.82% 10.82% 12.82%
142,809 153,726 133,495
- 10,817 (9,414)
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25, Post-employment retirement fund benefits

In terms of the rules and regulations of the Corporate Bodies Pension Scheme, the Fund Manager is required {o perform an actuarial valuation
every three years.

A valuation of the Corporate Bodies Pension Scheme was performed for the year ended 31 December 2025 for statutory reporiing purposes,
as well as fo inform considerations regarding the potentiat conversion of the Scheme from a defined benefit to a defined contribution scheme.

Financiai position of the scheme

Value of assets 285,890 210,515
Value of liabilities (319,727} (218,291)
Active member Jigbilities (188,743} {103,891)
Pensioner liabilities {128,243) {110,775)
Deferred liabilities (2.74%) {3,625)
{Deficit) (23,837} {7.776)
Funding levet 92.54 % 96.44 %
Surplus/(deficit) attributable to the contributors {23,837} {7,7786)

The plan asseis were invested across various asset classes as at 31 December 2625. In accordance with the actuarial valuation, 18.50% of the
assets were invested in property, while the remainder of the Scheme's assets were allocated to cash, bonds, and other fixed-income
invesimenis. The Scheme's actuary confirmed that the Central Bank of Lesotho is not in a deficit position as at the valuation date and therefore
no deficit funding contributions are required.

Investment

Properly 44,028 60,341

Lesotho Bank 24 Hour Call Account 18,424 9,757
Stanlib Income Fund 64,363 37,578
Debtors 2,958 -
Postbank Shert Term Deposits 19,238 -
FNB Short Term Deposits 11,249 -
Government Bonds 35,000 35,000

Accrued Interest - 1,127

Creditors (2.887) (1,207)
Bank Account 4 304

Stanlib Balanced Fund 103,675 67.615

Totat 295,890 210,515
Assumptions

Betow is a summary of the principal assumptions used at the valuation date:

Assumption

Discount rate 9.15 % 12.30 %
Price inflation 4.15 % 7.30 %
Salary increases 515 % 8.30 %
Pension increases - % - %
Pre-retirement real rate 3.80 % 3.69 %
Post-retirement real rate 915 % 12.30 %
Pre-retirement martality 125%xSA56/62 125%xSABE/62
Post-retirement mortality a(85) a{55)
Commutation 25.00 % 2500 %

The discount rate is considered to be the only significant actuarial agsumption

The actuarial valuation report indicated that the Scheme’s assets achieved an average annual return of approximalely 8.34% during the
valuation period, based on the assumption that cash flows occurred midway through the year. This performance is befow the previously
assumed discount rate of 12.30% per annum.

Furthermore, the fair value of the Scheme's invesiments, per the financial staterments as at 31 December 2025, amounted to M295,890,000.
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26. Deferred tax
Deferred tax (liability)/asset
Deferred {ax (liability)/asset (884) 11,828

The deferred tax asset and the deferred tax liability relate to income fax in ihe same jurisdiction, and the law allows net settlement, therefore
they have been offset in the statement of financial position as follows:

Deferred tax (liability /asset (884} 11,828

Reconciliation of deferred tax (liability)/asset

At beginning of year 11,828 25,798
Movement in profit and ioss 7.445 (2,698)
Movement in equity - current year {20,157) (11,274)

(884) 14,828

Reconciliation of deferred tax (liability)/lasset

Accelerated capital allowance for tax pusposes 3,851 {3,830)
Lizbilities for healih care benefits accrued 47.3G2 26,932
Bond revaluation reserve (46,251} {10,912)
Property revaluation reserve {5,786) (362)

(884) 11,828

Recognition of deferred tax asset

Deferred taxation assets are recognised for all deductible temporary differences, the carry forward of unused taxation fosses and the carry
forward of unused taxation credits. Deferred taxation assets are recognised for unused taxation losses to the extent that it is probable that
taxable profit will be available against which the losses can be ulilised. Deferred taxation assets and liabilities are offset when the deferred
taxation assets and liabilities relate to income laxation levied by the same taxation authority/jurisdiction on the same taxable entity.
Management holds a sirang view that there will be future taxable incomes against which the deferred tax asset can be utilised.

The Bank’s profitability was considered in determining the appropriateness of recognising deferred taxation assets.

27. Share capitat

Authorised

Autherised capital 100,000 100,000
Issued

Issued and fully paid 100,000 100,000

The authorised share capital of the Bank shall remain in accordance with the applicable legistation and may not be reduced except through the
amendment of the CBL Act. The paid-up capital shall be exclusively subscribed and held by the Governmenlt, and such holdings shall not be
subject to any encumbrance.
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28. Interestincome
Interest income
Foreign currency deposits 615,809 605,101
Interest {reasury bills and SDR holdings 143,676 125,678
Debt instruments at fair value through other comprehensive income and profit or loss 340,203 284,175
Total interest income 1,099,088 1,014,954
Interest income reconciliation
Total Interest income 1,099,088 1,014,254
Less Accrued interest cash and cash equivalents (32.818) {33,881}
Less Accrued interest US bonds (32,681) {25,418)
Less: Accrued interest ZAR bonds (46,282) {42,650}
Add: Prior year accrued interest cash and cash equivalents 33,081 32,100
Add: Prior year accrued interest US bonds 25418 23,840
Add: Prior year accrued interest ZAR bonds 42,050 47,770
interest income actuaily received 1,088,056 1,017,315
29. Interest expense
Interest on non-financiat Public Enterprises 92 103
IMF SDR allocation account 74,703 108,300
Total interest expense 74,795 108,403

Since the implementation of the Reserves Management System, the Bank has adopted the effective interest methodology on its securities.

30, Otherincome

Cther rental income 576 324
Profit on sale of bonds 104,373 25,478
Interest on loans and advances {amoriised cost) 3,586 3,287
Lehakoe income 21,059 28,089
Other income 7,089 8,358
Gain on instruments at fair value through profit or loss 39,245 47,216
Loss/profit on sale of fixed assets 326 {1.781}
176,254 110,965

Other income consists of rental income from the Bank's residential buildings, license fees and penalties charged to financial institutions,
commission fee charged for banking services and Lehakoe income, relates to staff membership fees and revenue for sale of food and
refreshments at the Bank 's Recreational and Cuitural Centre, The Bank charges license fees fo any financial and non-financial institution that

wants to operate a banking or nen-banking business with fees charged annually.
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31. Operating costs and expense per nature
Administration and other expenses * 186,840 170,499
Auditors remuneration 3,779 2,560
Currency printing and minting 14,502 23,086
Comgputer software amortisation 10,285 17,073
Depreciation 28,202 31,099
Properiy and equipmeni maintenance expenses 34,086 31,115
Loss on sale of other instruments 1,313 2,464
Loss on fair valuation of treasury notes and bends 16,429 37,725
Personnel costs:
Staff welfare expenses 38,247 43,863
Non-executive directors’ fees 2147 2,149
Executive directors' salaries 8,820 8,367
Key management (heads of departments) 22172 20,829
Staff salaries and expenses 217 B35 187,678
Pension fund contributions 10,756 8,250
Gratuily and severance pay {interest and service cost) 44,343 36,381

639,526 623,938

*License fees constitute the largest portion of administration and other expenses, amounting to M67,477,387 (2024: M54,406,884),
32, Tax expense
Major components of the tax expense

Current
Local income tax - cusreni period 145,110 76,118

Reconciliation of the tax expense

Reconciliation between applicable tax rate and average effeclive tax rate.

Statutory tax rate 2500 % 25.00 %
Permanent differences:
Donations 0.05 % 033 %
Eniertainment 0.05 % 013 %
Training expenses (0.32% (0.79)%
Depteciation on buildings 1.68 % 220 %
Effective tax rate 26.46 % 26.87 %
Operating profit 561,298 288,707
Add: Permanent differences disallowed for tax purposes 10,784 11,688
Add: Temporary differences disallowed for tax purposes 38,142 (6,706)
Taxable profit 610,224 293,689
Taxation @ 25% {2024: 25%) 152,556 73,422
Add: Deferred tax (7.445) 2,696
145,111 76,118

Temporary differences entail wear and tear of other asset classes except buildings, provisions and prepayments.

Permanent differences entail depreciation on buildings, donations, entertainment and iraining.
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33. Cash {utilised in}/generated from operations
Profit before taxation 548,442 283,265
Adjusted for:
Depreciation 28,203 31,089
Computer software amortised 10,285 17,066
Interest income {1,099,087) (1.014,954)
Interest expense 74,795 108,403
Movement in Currency inventory (26.472) (33,690)
Movement in foreign denominated balances and SDR denominated balances (730,381} 253,591
Movement in Deposits 1,332,851 4,788,223
Movement in IMF Maloti currency holding (71,654} (544,865)
Movement in IMF subscription account 86,973 51,699
Movement in Trade and other payabies 44,199 {46,219)
Movement in IMF holding of Special Drawing Rights (SDR} (1.020,192) (187.,841)
Movement in IMF Special Drawing Rights allocation (124,327) (69,301)
Movements in Long-term empioyee benefit obligation 31,819 23,213
Movement in Depesit floaters 894,704 (110,8%7)
Expected credit loss for financial instruments at FVGCI {9,815) 100,135
Expected credit loss for amoriised cost financial instruments 9,540 4,736
Profit on sale of bonds {104,373) {25,478)
Gain on FVTPL instruments {39,245) (47,210)
{Gain)loss on sale of other instruments 1,313 2,464
Loss on fair valuation of freasury notes and bonds 16,429 37,728
Movement in IMFF RCF {14,529) {8,638)
{Profit¥loss on disposal of property and equipment (326) 1,781
{160,748) 3,614,379
34. Related parties
Gross advances made during the year:
Heads of Departments Car loans 2,734 91
Housing loans 1.608 -
Personal loans 6,261 4,349
Comprehensive insurance 112 41
Balances due at end of December:
Heads of Depariments Car lvans 5,287 5,075
Furniture loans - 8
Heusing loans 1,582 865
Perscnal loans 12,364 8,978
Comprehensive insurance 50 35
interest charged for the period:
Heads of Depariments Car loans 145 156
Furniture loans - )
Housing loans 26 39
Personal loans 201 177
Compgrehensive insurance 2 2

The loans to Executive Directors (Governors) and other key management {(Heads of Department) during the year are repayable monihly and

have interest rates of 3% per annum.

The Bank, requires and accordingly has the following as collajeral.

Terminal benefits o the tune of M16,885,000 (2024 M32,242,495) for car and perscnal loans.

Title deeds, insurance cover and registered morigages in relation o housing loans.

Further, all long term foans are covered by insurance policies to ensure recoveries in instances of death of employees.
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2025
M0G0

2024
M’ ‘GO0

34. Related parties (continued)}

Morigages amounting to M65,835,000 (2024: MB0,754,559) were registered with the Bank's attorneys and life cover policies ceded to the Bank.

Buring the year terminal benefits amounting io M2,697,000 (2024: M3,262,390) were paid to key management staff while accrued benefits
payable upon terminaion amount to M11,043,740 (2024: M13,178,864).

Annual remuneration to Executive Direcfors and key management inciudes basic salaries, car allowances, housing aliowances and utilities

allowances, medical aid and group life assurance.

Executive Director's remuneration
Key management remuneration

Non - Executive Directors emoluments
Directors fees

The Bank is wholly owned by the Government of Lesotho.

These are related parties with the Government as the Bank also acls as a Banker 1o the Government.

Government deposits
bividends due to Government of Lesotho
Government projects accounts

35. Financial assets by category

The financial assets have been categorised as follows:

2025

Cash and cash equivalents

Investment in Swift

Treasury notes and bonds

Treasury bills at amortised cost

IMF subscription account

IMF holding of Special Drawing Rights (SDR)
Loans and advances

2024

Cash and cash equivalents

Deposit floaters

Investment in Swift

Treasury notes and bonds

Treasury bills at amortised cost

IMF subscription account

tMF holding of Special Drawing Rights (SDR}
Loans and advances

8,820 8,367
22172 20,629
30,992 28,996
2,117 2,148
8,299,541 ©,709,698
336,110 172,622
301,364 368,307
8,937,015 7,250,627
Amortised cost Fair vatue Fair value Total
through OCE  through profit or
loss

M 000 M '00C M 000 M*'000
8,483,752 - - 8,483,752
546 - - 546
- 4,441,289 1,932,686 6,373,875
1,184,407 - - 1,184,407
1,586,623 - - 1,586,623
3,414,911 - - 3,414,911
214,980 - - 214,980
14,885,219 4,441,289 1,932,686 21,259,194

Amortised cost Fair value Fair value Total
through ©GC1  through profit or
ioss

M* 000 M' 000 M' 000 M' ‘GO0
9,192,601 - - 9,192,801
884,704 - - 894,704
473 - - 473
- 3,460,966 2,133,974 5,594,940
508,525 - - 508,525
1,673,506 - - 1,673,596
2,394,719 - - 2,394,719
192,506 - - 192,506
14,857,124 3,460,966 2,133,974 20,452,064
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35. Financial assets by category {continued)

Gains and losses per financial instrument category 2025

Interest income
Interest treasury bills and SDR holdings
Gain/{losses) on financial instrumenis

Subtoctal

Gains and losses per financial instrument category 2024

Interest income
Interest freasury bills and SDR holdings
Gain/{losses) on financial instruments

Subtotal

36, Financial liabilities by category
The financiat liabilities have been categorised as foliows:

2025

MNotes and coins issued

Deposits

Lesotho Government deposits

IMF Maloti currency holding

IMF Special Drawing Rights aliocation
Government project accounts

IMF Rapid Credit Facility

Trade and other payables

Dividends due 1o Government of Lesotho

2024

Notes and coins issued

Deposits

Lesctho Government deposits

IMF Maloti currency holding

IMF Special Drawing Rights allocation
Gavernmenti project accounts

IMF Rapid Credit Facility

Trade and other payables

Dividends due to Government of Lesctho

2625
Interest expense per financial instrument category
Interest expense

2024
Interest expense per financial instrument category
Interest expense

Amortised FV through  FV through Total
cost PiL OCI
M 000 M 080 M 000 M' 060
615,809 - 340,203 956,012
- 143,076 - 143,076
- 39,245 (7,807} 31,438
615,809 182,321 332,396 1,130,526
615,808 182,321 332,396 1,130,526
Amuortised FV through  FV through Total
cost PIL oci
1A' *000 M 000 M' ‘000 M ‘000
605,101 - 284,175 889,276
- 125,678 - 125,678
- 47,210 (703) 46,507
805,101 172,888 283472 1,061,461
605,101 172,688 283,472 1,061,461
Al amortised cost Total
M' 000 M*'000
2,168,294 2,168,294
602,838 592,938
8,209,541 8,299,541
1,284,904 1,294,904
2,268,061 2,268,061
301,364 301,364
265,043 265,043
124,765 124,765
336,110 336,110
15,751,020 15,751,020
At amaortised cost Total
M 000 ' 0G0
2,183,450 2,183,450
949,829 949,829
6,709,698 6,709,698
1,366,558 1,366,558
2,392,387 2,392,387
368,307 368,307
279,572 279,672
80,560 80,560
172,622 172,622
14,502,383 14,502,883
Amortised cost Total
M' 000 M’ '000
(74,795} (74,795}
Amortised cost Total
M 000 M ‘000
{108,403) (108,403)
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37. Financial instruments and risk management

Financial risk management

General risk management

The Bank's overall risk management programme focuses on the unpredictability of a spectrum of risks identified, assessed and included in the
Bank's risk profile and seeks to minimize potential adverse effects on the Bank's performance. Risk Management is carried out by the Bank's
dedicated Enterprise Risk Management Department. The Bank uses ihe Risk Management Framawork and Policy approved by the Board of
Directors to manage ils risk exposure.

Management structures

The organisational structure of the Bank is designed 1o ensure an appropriate allocation of responsibilities. This is supported by formal
delegation of authority and segregation of dufies to achieve sound internat controls.

Risk elements

The main risk efemends in the Bank's activities are operational, human resource, legal and reputational risks, interest rate, market price, credit
and market liquidity risk. These are discussed befow:

Operational risk

Operational risk is the risk of faifure in processes and systems as a result of inadequate controls, poficies andfor human error, The Bank's
Enterprise Risk Management Department is responsible for collating and reporting operational risk threughout the entire Bank. However,
management of operational risk is the responsibility of depariments and individual units, Within the Financial Markels Depariment, inlernal
conérals in place include policies, guidelines, procedures, segregation of duties, as well as daily reconciliations of accounts.

Legal risk

Legal risk arises from any wnceriainty of enforceability, whether through legal or judicial processes, of the obligations of the Bank's
counterparties.

The Bank minimises such unceriainties through continuous consultation with intemal and external legal advisers to better undersiand the
nature of such risks and to improve the documentation and structure of transactions.

In addition, the Bank has put in place procedures designed to ensure compiiance with all statutory and regulatory requirements.

Reputational risk

The Bank's cbjective of achieving and maintaining price stability in Lesotho exposes it fo external scrutiny and possibtle criticism in the event of
any failures. The Bank also strives for compliance with the Basel Core Principies for effective banking supervision. The Bank adheres to best
practice established in accordance with international standards.

Foreign currency risk

Foreign currency risk is the risk of loss resulting from changes in market conditions and prices. In its monetary policy operaticns, the Bank may
be obliged to accept certain market-related risks, which would not be fully compatible with pure commercial practice.

The foreign currency risk is reported on a daily, monthly and quarterly basis {o the Bank's Management and different Committees.
The tables below discusses impact of different risk exposures that the Bank is exposed {o.

The following table summarises the Bank's exposure fo foreign currency exchange rate fluctuations as of the year end.
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37. Financial instruments and risk management (continued)
Currengy 2025

Currensy risk

Cash and balances with banks Value of Exchange Rate Maloti
Currency Equivalent
‘000 M' 000
South Africa 5,623,581 1.0000 5,623,581
United States 113,623 16.5369 1,878,569
Botswana 116 1.1868 138
England 1919 22,2704 42,743
Eurcpean Union 48,123 19.4402 935,514
IMF 150,231 22,7310 3,414,912
Treasury notes and bonds Value of Exchange Rate Maloti
Currency Equivalent
‘000 M 000
South Africa 2,830,862 1.0000 2,830,862
United States 214,252 16.5368 3,543,084
Treasury bills Value of Exchange Rate Maloti
Currency Equivalent
'000 M* ‘000
United States 21,898 16.5369 362,130
South Africa 822,277 1.0000 822277
Currency 2024
Gash and balances with banks Value of Exchange Rate Maloti
Currency Equivalent
000 ' '000
South Africa 7,113,830 1.0000 7,113,830
United States 117.419 18.8608 2,214,623
Botswana 191 1.3541 253
England 2,180 23.6345 51,517
European Union 33,81C 19.6020 662,746
IMF 99,876 23.8770 2,394,718
Treasury notes and bonds Value of Exchange Rate Maloti
Currency Equivalent
000 M* 000
South Alfrica 2,482,038 1.0000 2,482,938
United States 164,998 18.8608 3,112,002
Treasury biills Value of Exchange Rate Maloti
Currency Equivalent
‘000 M' '000
United States 11,690 18.8608 220,491
South Africa 288,034 1.0000 288,034

Fareign exchange risk

Foreign exchange or currency risk arises from changes in transaction positions in monetary assets and liabilities taken on by the Bank and that
are denominated in currencies other than Lesotho Loti (LSL}). The Bank has io, for reporting purposes, transtate all transactions execuled in
foreign currencies into the local currency {the Loti). The adverse movement of foreign currencies result in foreign exchange risk. To mitigate the
effects of foreign exchange risk, the Bank stipulates in its annual SAA efigible currencies and their allocations for asset and liability
managemernt.
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37. Financial instruments and risk management (continued)
Credit risk

Credit risk exists where there is 2 possibility that 2 counterparty may default on its obligations when they fall due. The first and second
objectives are tiquidity and preservation of capital respectively. The Bank's third objective is to eam reasonable returns. To achieve this
ohjective, the Bank invesls in various investment assets and with various institutions. Uncertainties over whether the expectad reiums will be
earnad or the ability of the counterparty fo make good on its obfigations when they fall due contribute directly to the creation of credit risk.

The Bank's management of credit risk begins with investing only with counterparties and issues that are invesiment grade {according to global
rating agencies} and have been approved by the Investment Committee upon recommendation by the Investment Technical Committee {ITC),
a technical arm of the [nvestment Commitiee. Credit ratings of all counterparts to which the Bank is exposed {o are monitered through use of
global rating agencies, wherein Analysis track the rating agencies' credit opinions, issuer-in-depth research and analyses. Reliance is also
placed on market-refated credit indicators including bond yietds and spreads, along with credit default swaps (CDS)} as early market warning
signals, All exposures are monitored daily and reported to the {TC, with major focus on significant credit events that would result in the
counterpartyfissuer's ratings changing. Any credit event that would result in a change in credit ratings for a counterpartyfissuer to speculative or
default from investment grade would require a speciat dispensation by the Investment Committee to allow the Bank fo continue holding
instruments of such counterpartiesfissues in the portiofio.

Quantitative information

The Bank uses credit ratings in order to determine significant increase i credit risk (SICR). Management considers credit risk on a financial
instrument {o have significantly increased if the credit rating moves to the next fower rating of the credit rating scale. Other considerations by
Management are ralings downgrade by one of or all international rating agencies resulting in the instrument or issuer falling out of the
investment grade.

The Bank does not however assess the qualitative analysis of credii risk.

The reserves are managed conservatively in highly liquid investment grade instruments with exception only in ZAR bonds Lhet are raled BB+.
Despite this, the Bank still invests in ZAR bonds due to the inherent nature of high atlocation of reserves to ZAR as per the Strategic Assel
Adlocation of the Bank. For other instruments the Bank manages risk by proper exposure limits, benchmarks, and durations. The maturity
profite of all the benchmarks are less than five years with ZAR index having the longest duration of about 3.6 years. The Bank does not allow
for any capital losses in both the working capital and the liquidity tranche and only permits 1% foss of capital in the investment tranche.

Implementation of ECL model

For simplicity, the Bank has used ihe simplified matlrix as the Bank has reckoned that it has low risk securities and majority of the Bank's
securities are investment grade except for South African investments. Alse this is based on the Bank's historica! defaull rates over the expected
life and adjusted for forward-looking estimates. ECL has been computed for both 12-month and lifetime periods.

The standard borrows the model from credit risk modelling and Basel. Credit /Default risk is defined as the possibility that contractual cash
flows will not be paid as promised or change in value due to perceived change in credit quality.

Defauit will be understood as the first occurrence of a payment defaull on any financial obfigation, rated or unrated, other than a financial
obligation subject to a valid commercial dispute; an exception occurs when an inferesi payment missed on the due date is made within a grace
period, as per S&P rating agency. The Expected Credit Loss Model uses a number of parameters and a set of assumptions to quantify the
parameters as outlined below.

Assumptions of the CBL modet
. Loss given default follows the recovery rates of the International Swaps and Derivatives Association (ISDA) CDS standard model,
as a function of the seniority and the region.
° The rating given to each secudty is the lowest between the ratings of S&P, Fitch and Moody's.
. The transition matrix is the S&P's global corporate frem 1981 lo 2024.
® A default probability of 1 bps is assumed for AAA rated securities and 1.5 basis points {bps} for AA+ rated securities.

Frobability of Default (PD)
There is a wide range of sources of the probability of default; the Ceniral Bank of Lesotho wilt rely on rating agency transition matrices with the

latest update considered. Given that default rates on AAA rated instruments is highly scarce, a bps and probabilities per Fransition Matrix will
be assigned based on 12 month ECL to AAA and AA+ respectively following the External Commercial Borrowing (ECB) (2007).
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37. Financial instruments and risk management (continued)

Credit risk analysis

The table below shows the investment spread of the funds of the Bank globally and the credit rating of such institutions.

2025

Cash

ZAR
usD
GBP
EUR

Current and eall accounts

ABSA Maloti Repakriation
ABSA Credit Card

B.L.S

B.IS

B.LS

Bank of England

Bank of N.Y

Bank of N.Y

Crown Agents

Crown Agents

Deutsche Bankers trust
eutsche Bundersbank
Federal Reserve Bank of N.Y
International Monetary Fund Holdings
Standard Chartered Botswana
Standard Chartered London
Deutsche Bank AG Euro
Cash at Bank-USD CBL
Special Rand Deposit & CPD
SARB SIRESS

Fixed deposits

ABSA

African Import-Export Bank

B.LS

Deutsche Bank AG Frankfurt
ICBC ASIA

Investec

NedBank

Standard Chartered Bank
Standard Bank PLC

Standard Bank PLC

World Bank RAMP

Rand Merchant Investment Bank
Standard Bank South Africa
Bank of International Sefitements (B.1.S)

Carrying Maximum
amount exposure
M' 000 M 000
338,185 338,185
4,293 4,293
45 45
228 228
342,751 342,751
Carrying Maximum
amount exposure
M 000 M' 'e00
17,546 17,546
873 973
7 7
128 128
20 20
38,379 38,379
698 698
7,001 7,001
19 118
128 128
20,760 20,760
831,000 831,000
111,232 111,232
3414912 3414812
138 138
4,193 4,193
6,659 6,659
1,165 1,165
1,990,837 1,996,837
123,213 123,213
6,569,108 6,569,108
Carrying Maximum
amount exposure
W' '000 M 000
504,570 504,570
331,718 331,718
331,079 331,079
332,258 332,258
448,709 448,709
585,243 585,243
402,870 402,870
171,803 171,903
80,249 80,248
604,861 604,881
44,650 44,850
486,645 406,645
551,635 551,635
§7,607 97,607
4,983,987 4,983,997

Held in
Denomination

ZAR
usD
GBP
EUR

Held in
Denomination

ZAR
ZAR
GBP
UsD
EUR
GBP
usD
ZAR
GBP
usD
usD
EUR
UsD
SDR
BWP
GBP
EUR
ush
ZAR
ZAR

Held in
Denomination

ZAR
Usp
ushD
UsD
usD
ZAR
ZAR
usD
usn
ZAR
usD
ZAR
ZAR
EUR

Type of
coliateral held

none
none
none
none

Type of
collaterat held

ncne
none
none
aone
none
none
none
nohe
none
none
nong
none
none
none
none
none
none
none
none
nore

Type of
coliateral held

ncne
none
none
nong
nene
nong
none
nong
none
none
none
none
none
none

Credit rating

nia
n/a
n/a
nfa

Credit rating

BBB-

BEB-
Supranationat
Supranational
Supranational
AA-

Ab+
Supranational
A-

A-

A

B

BB

BB

Credit rating

BBB-

BBB
Supranational
A

At

BB-

BB-

BB-

A-

A

AAA

8B

BB
Supranaticnal
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Treasury bills Carrying Maximum Held in Type of
amount exposure Denomination collateraf held
' '000 M 000
ZAR T Bills 822277 822,277 ZAR nong
US T Bills 329,659 329,659 UsD none
US Treasury 32,471 32,471 USD none
1,184,407 1,184,407
Treasury notes and bonds Carrying Maximum Held in Type of
amount exposwre Denomination collateral held
M 000 M' '000
South Africa 2,830,862 2,830,862 ZAR none
United States-RAMP 1,832,669 1,032,669 ush none
Linited States-Internally Managed 1,610,354 1,610,394 uso none
6,373,925 6,373,925
Loans to staff Carrying Maximum Heid in Type of
amount exposure Denomination collateral held
W' ‘000 M* '000
Housing loans 65,836 65,836 .Sl Tille deeds
Car loans 31,911 31,81 ESL Terminal benefits
Personal loans and comprehensive insurance 117,233 117,233 LSL Terminal benefits
214,980 214,980
2024
Cash Carrying Maximum Held in Type of
amount exposure Denomination coilateral held
M '000 M’ '000
ZAR 293,655 203,655 ZAR none
usp 2,119 2,119 Usp none
GBP 43 43 GBP nona
EUR ) 219 218 EUR none
296,036 296,036
Current and call accounts Carrying Maximum Held in Type of
amount exposure Denomination collateral heid
M '000 M '000
ABSA Maloti Repatriation 12,617 12,617 ZAR nong
ABSA Credit Card 1,071 1.071 ZAR none
B.LS 140 140 Uusp none
B.I.S 7 7 GBP none
B.LS 20 20 EUR none
Bank of England 45,908 45,908 GBF none
Bank of N.Y 754 754 usDh none
Bank of N.Y 649 649 usD necne
Crown Agents i81 181 GEP none
Bank of N.Y (RAMP) 146 146 usnD nene
Deutsche Bankers trust 22,385 22.385 usD none
Deuische Bundersbank 655,715 655,715 EUR none
Federal Reserve Bank of N.Y - 312,281 312,261 usp none
International Monetary Fund Holdings 2,394,717 2,384,717 SDR none
Standard Chariered Botswana 259 259 BWP none
Standard Charlered London 5,378 5,379 GBP none
South African Reserve Bank 4,383,915 4,383,915 ZAR none
Deutsche Bank AG Euro 6,793 6,793 EUR nona
7.842,917 7,842,917

Credit rating

2B
AA+
Al

Credit rating

BB

Al+

Credit rating

nfa
nfa
nia

Credit rating

nia
nia
nla
nfa

Credit rating

BB-

BB-
Supranational
Supranational
Supranational
AA-

A

A

BB

Be

A

AAA

Al
Supranationat
A+

At

Ba2/P-2

A
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37. Financial instruments and risk management {continued)

Fixed deposits

ABSA

African Import-Export Bank
B.1S

Deutsche Bank AG Frankfurt
ICBC ASIA

Investec

NedBank

Standard Chartered Bank
Standard Bank PLC
Standard Bank PLC

World Bank RAMP

Rand Merchant [nvestment Bank
Standard Bank South Africa

Treasury bills

ZART Bills
US T Bills

Treasury notes and bonds

South Africa
United States-RAMP
United States-Internally Managed

Loans to staff

Housing loans
Car loans
Furniture loans

Personal loans and comprehensive insurance

All financial assets were fully performing at year end.

AAA - Obligations rated AAA are judged to be of the highest quality, with minimal credit risk.

Carrying Maximum
amount exposure
M '000 M’ 00
405,223 405,223
381,259 381,259
188,979 188,979
379,214 379,214
498,356 498,356
405,065 405,065
201,132 201,132
288,003 286,003
87,655 87,655
803,647 503,547
54,703 54,703
455,503 455,503
452,101 452,101
4,298,740 4,298,740
Carrying Maximurm
amount exposure
M' 060 M 000
288,034 288,034
220,491 220,491
508,525 508,525
Carrying Maximum
amount exposure
i 000 W' ‘000
2,482,938 2,482,938
2,133,975 2,133,975
978,028 978,028
5,594,841 5,504,841
Carrying Maximum
amount exposure
M ‘GO0 ' 'ao0
60,755 60,755
32,242 32,242
50 50
99,459 99,459
192,506 192,506

Held in
Denomination

ZAR
usD
UsD
usD
UsD
ZAR
ZAR
usph
uso

Held in
Denomination

ZAR
usDh

Held in
Denomination

ZAR
ush
ush

Held in
Denomination

LSt

Type of
collateral held

none
none
none
nane
ncne
nene
ncne
none
nona
none
nane
none
nong

Type of
coliateral held

none
nene

Type of
collateral held

none
none
none

Type of
collateral held

Title deeds

LSL Terminal benefits
LSLTerminal benegfits
LSL Terminal benefits

Aa - Obligations rated Aa are judged {o be of high guality and are subject to very low credit risk.

A - Obligations rated A are considered upper-medium grade and are subject to low credit risk

Credit rating

BB-

BaB+
Supranational
A

At

BB-

Ba3/P-2

A+

BBB+

8BB+
Supranational
BB-

BB-

Credit rating

BB-
AR+

Credit rating

BB+
AA+
AA+

Credit rating

nfa
n/a
nla
n/a

BBE An obligator that has adequate capacity to meet its financial commitments, however adverse economic conditions or changing

circumstances are more likely to lead o 2 weakenad capacity of the obliger to meet its financial commitments.

BS - An obligor rated is less vulnerable in the near term than other lower-rated obligors. However, it faces major ongoing uncertainties and
exposure to adverse business, financial or economic conditions, which could lead to the obligor's inadequate capacily to meet its financial

commitments,

B - Obligations rated B are considered speculative and are subject to high credit risk.
P-1 - Issuers {or supporting institutions) rated Prime-1 have a superior abilily to repay shori-term debt obligations.
P-2 - Issuers (or supporting instituiions) rated Prime-2 have a sirong ability to repay short-term debt obligations.
P-3 - Issuers {or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term obligations.
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Credit guality per class of financial assets - 2025

Stage 1 Stage 2 Stage 3 Total

M’ 000 M ‘000 M "000 M 000
Treasury notes and bonds 1,583,460 2,783,880 - 4,377,340
Accrued interest 16,967 46,882 - 63,848
FVOCI instruments 1,610,427 2,830,862 - 4,441,289

Stage 1 Stage 2 Stage 3 Total

M '000 ' Qo0 M '0060 M 000
Cash and cash sguivalents 8,483,752 - - 8,483,752
Treasury bills at amortised cost 1,184,407 - - 1,184,407
IMF subscription account 1,586,623 - - 1,586,623
IMF helding of Special Drawing Rights (SDR) 3,414,911 - - 3,414,911
Loans and advances 214,979 - - 214,979
Instruments at amortised cost 14,884,672 - - 14,884,672
Balance as at 31 December 2025 16,495,099 2,830,862 - 19,325,961
Credit quality per class of financial assets - 2024

Stage 1 Stage 2 Stage 3 Totat

M' ‘000 M' 000 M '000 M’ 000
Treasury notes and bonds 869,112 2,440,888 - 3,410,000
Accrued interest 8,216 42,050 - 50,966
FVOCI instruments 978,028 2,482,938 - 3,460,966

Stage 1 Stage 2 Stage 3 Total

M 000 ' '000 M 000 M’ 000
Cash and cash eguivalents 9,192 601 - - 9,192,601
Deposit floaters 894,704 - - 894,704
Traasury bills at amortised cost 508.525 - - 508,525
iMF subscription account 1,673,596 - - 1,673,586
IMF holding of Special Drawing Rights (SDR) 2,384 71 - - 2,394,719
Loans and advances 182,507 - - 192,507
Instruments at amortised cost 14,856,652 - - 14,856,652
Balance as at 31 December 2024 15,834,680 2,482,938 - 18,317,618

n/a - Cash and reserve banks do not have a credit rating
l.oans and advances
The Bank has secured terminat henefits of M106,308.000 as collaterat for [oans extended to staff.

Prior to issuing staff loans, interral guatification assessment is performed on all loans te delermine the ability fo repay the loan facilities in order
to reduce the credit rigk.

Car loans - Registration documents are held under the custody of the Bank until fully pald.
Housing loans - The Bank holds morigage bonds until the loans are settled.
Car loans vehicles can be seld enabling the Bank to recover the outstanding amount in the event of default.

Personal loans historical data demonsirates successful recovaery from employges who feave the Bank prior to retirement or end of contract
therefore the loans are considered low risk and no ECL has thus been recognised.
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37. Financial instruments and risk management {continued}

Expected credit loss per class of financial assets

2025 Stage 1 12~ Stage 2 Stage 3 Total
month ECl. Lifetime ECL Lifetime ECL
M ‘000 ' 'g000 M’ "000 M '000
FVOC! instruments - 146,205 - 146,205
Instrurnents at amortised cost 15,178 - - 15,178
Balance as at 31 December 2025 15,178 146,205 - 161,383
2024 Stage 1 12- Stage 2 Stage 3 Total
month ECL. Lifetime ECL Lifetime ECL
M' 00 M 000 M ‘000 M 000
FVOCI instruments - 156,020 - 156,020
Instruments at amortised cost 5.638 - - 5,838
Balance as at 31 December 2024 5,638 156,020 - 161,658

Reconciliation of the expected credit loss allowance

2025 Stage 1 12- Stage 2 Stage 3 Total
month EClL.  Lifetime ECL  Lifetime ECL
M* ‘000 W' ‘000 M’ ‘000 M "000
Balance as at 1 January 2025 5,638 156,020 - 161,658
- Instruments at amortised cost 5,638 - - 5,638
- FVOCT instruments - 156,020 - 166,020
Net charge for the year 9,540 (9,815} - {275)
- Instruments at amortised cost 9,540 - - 9,540
- FVOCI instruments - {9,815) - {9,815}
Balance as at 31 December 2025 15,178 146,205 - 161,383
2024 Stage 1 12~ Stage 2 Sfage 3 Total
month ECL  Lifetime ECL.  Lifetime ECL
M' 000 M' 000 M '000 M 000

Balance as at 1 January 2024 902 55,886 - 56,788
- Instruments at amortised cost 902 - - 902
- FYQOCI instruments - 55,886 - 55,886
Net charge for the year 4,736 100,134 - 104,870
- Instruments at amortised cost 4,736 - - 4,736
- FVOC! instruments - 100,134 - 100,134
Balance as at 31 December 2024 5,638 156,020 - 161,658

The ECL assessment has been enhanced through the inclusion of forward-looking factors, including macroeconomic forgcasts and probability-
weighted economic scenarios. The movement in ECL is mainly driven by changes in the probability of default. There were no transfers between
impairment stages during the period. No financial instruments were written off, as the Bank does not have a historical practice of writing off
financial assets. Furthermore, there were no modifications to contractual cash flows and no changes to estimation methodologies. The financial
instruments remain classified within Stage 1 and Stage 2, as applicable.

Sensitivity analysis for the year ended 31 December 2025

The following tables show the sensitivity of both currency and forsign investment risk should the aexchange rate move either +5% or -5% and
the overall impact on equity. Unrealised gains and losses are only dealt with in equity In line with the Central Bank Act No.2 of 2000.

The Foreign Exchange (FX) sensilivity analysis takes into consideration the impact of a -/+5 percent increase in the exchange rales of
currencies held in the Central Bank of Lesotho s portfolic.

Table 1 provides & comparalive view of holdings in their original currencies, along with the closing fereign exchange rales for 2025 and 2024
financial years.

Table 2 translates the original currengy holdings in Tabie 1 into the reporting currency (ESL).
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37.

Financial instruments and risk management (continued)

Table 3 and 4 illustrate the impact of a 5 percent increase and decrease in the valtue of the exchange rate on the portfolio level for both

years.

Scuth Africa
United States
Botswana
England
European Union
IMF

Base case data for currency and
foreign investment risk
Currency composition

ZAR

uso

EUR

GBP

BWP

SDR

31 December 2025

§% increase in exchange rate for currency and foreign investment

risk

Currency composition
ZAR

LUsSD

EUR

GBP

BWP

SDR

31 December 2025

31 December 2024

Percentage change in portfolio levels in respanse to increase in exchange rates is 2.62%.

31 December 2024

5% increase in exchange rate for currency and foreign investment

risk
Currency composition
ZAR
UsD

Portfolio level Exchange Portfolio level Exchange
Rate Rate
M' *000 ' '000
9,276,719 1.00 9,884,802 1.00
349,773 16.54 294,108 18.86
116 1.19 191 1.35
1,919 22.27 2,180 23.63
48,123 19.44 33,810 19.60
150,231 22.73 99,878 23.98
31 December 2025 31 December 2024
Portfolio level Portfolio level Exchange Porifolio level Portfolio level  Exchange
in% Rate in% Rate
M'G00 000
9,276,719 4768 % 1.00 9,884,802 53.31 % 1.00
5,784,163 29.73 % 16.54 5,547,117 29.92 % 18.86
935,514 481 % 18.44 662,746 357 % 18.80
42,743 0.22 % 22.27 51,817 0.28 % 23.83
138 -% .18 259 - % 1.35
3,414,912 17.55 % 22,73 2,394,716 1292 % 23.98
19,454,189 100 % 18,541,157 100 %
Portfolio level Portfolic level Level change  Exchange
in% Rate
M'000 Mon0
9,276,719 46.47 % - 1.00
6,073,371 30.42 % 289,208 17.36
982,290 482 % 48,776 2041
44,880 0.22 % 2,137 2338
145 - % 7 1.25
3,585,657 17.98 % 170,745 23.87
19,963,062 100 %
Portfolic level Portfolio level Level change Exchange
in % Rate
M'000 M'000
9,884,802 5210 % - 1.00
5,824 472 3070 % 277,355 19.80
695,884 367 % 33,138 20.58
54,003 0.29 % 2,576 24.82
272 - % 13 142
2,514,452 13.25 % 119,736 25.18
18,873,975 100 %

Percentage change in portfolio fevels in response 1o increase in exchange rates is 2.33%.
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37. Financial instruments and risk management {continued)

31 December 2025

5% decrease in exchange rate for currency and foreign investment Portiolio level Portfolio level Level change Exchange
risk in % Rate
Currency compesition M'o00 M'000
ZAR 9,276,719 48.97 % - 1.00
usD 5,494,955 29.00 % (289,208) 15.71
EUR 888,739 462 % (46,775) 1847
GBP 40,605 021 % (2,138} 21.16
BWP 131 - % (7 113
SDR 3,244,166 1732 % (170,746) 21.59
18,945,315 100 %

Percentage change in portfolio levels in response to decrease in exchange rates is -2.62%.

31 December 2024

5% decrease in exchange rate for currency and foreign investment Portfolio level Portfolic level Level change  Exchange
risk in% Rate
Currency compaosition M000 Moon
ZAR 9,884,802 54.59 % - 1.00
uso 5,269,761 29.10 % {277.356) 17.92
EUR 629,609 3.48 % {33,137} 18.62
GBP 48,941 027 % {2,576} 22.45
BWP 246 - % {13} 1.29
SDR 2,274,981 12.56 % (119,735} 22,78
18,108,340 100 %

Percentage change in portfolio levels in response to decrease in exchange rates is -2.33%.

Interest rate risk

The table below indicates the sensilivily to a reascnable possible change in interest rates, wilh all other variables held constant.

The following table illustrates the sensitivity of profit and equity to a reasonably possible change in interest rates +/-1% (2024: +/-1%). These
changes are considered to be reasonably possible based on current market conditions, The calculations are based on a change in the average

market interest rate for each period ang the financial instruments held at each reporting date are sensitive to change in interest rates. All other
variables are held constant.

31 December 2025

Cash 0to & Months 6 monthsto1 1yearto§  Morethan5 Total
year years years
M 000 M 000 M '000 M "800 M 000 M 000
ZAR 2,417,756 4,397,204 822,277 1,104,114 475,358 9,276,719
ush 438,403 2,435,367 911,168 2,299,126 100 5,784,164
EUR 837.907 97,807 - - - 936,514
GBP 42,743 - - - - 42,743
SDR 3,415,080 - - - - 3,415,050
6,911,859 6,930,178 4,733,445 3,403,240 475,468 19,454,190
31 December 2024
Cash fto 6 Months 6 months to1  dyearto 5  Morethan5 Total
year years years
I 000 M a0 W' '000 M’ '000 M* ‘D00 M’ 000
ZAR 4,679,849 2,433,981 288,034 1,044,664 1.438,273 9,884,801
UsD 42,439 2,703,411 610,313 2,190,954 - 5,547,117
EUR 662,746 - - - - 662,746
GBP 51,517 - - - - 51,517
SDR 2,304,976 - - - - 2,394,976
7,831,527 5,137,392 898,347 3,235,618 1,438,273 18,541,157
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37. Financial instruments and risk management (continued)

31 December 2025

Base case yields

ZAR
ush
EUR
GBP
SDR

31 December 2024

Base case yields

ZAR
usb
EUR
GBp
SDR

31 December 2025

100 Basis points increase in yields

ZAR
usD
EUR
GBP
SDR

31 December 2024

100 basis points increase in yields

ZAR
ush
EUR
GBP
SDR

31 December 2025
100 basis points decrease in yields

ZAR
uso
EUR
GBP
SDR

31 December 2024
160 basis points decrease in yields

ZAR
uso
EUR
GBP
SDR

0 to 6 Months 6 monthsto1  1yearfo$ More than 5
year years years
6.52 % 597 % 8.57 % 9.81 %
4.07 % 3.48 % 3.81% 440 %
215 % 2.05 % - % -%
412 % 3.69 % - % - %
359 % 3.88 % -« % -%
0to 6 Months 6 monthsto1 1yearto5  Meorethan S
year years years
7.28 % 8.74 % 8.24 % 11.23 %
512 % 502 % 465 % 4.35 %
348 % 329% - % - %
514 % 5.05 % - % - %
3.59 % 3.88 % - % - %
0to 6 Months 6monthstot 1yearto5 WMorethan5
year years years
7.52 % 7.97 % 9.57 % 1081 %
5.07 % 448 % 4.81 % 5.40 %
3.i5% 3.05% -% - %
512 % 469 % - % -%
-% 4.88 % - % - %
0 to 6 Months 6 monthsto1 1yearto5 Morethan 5
year years years
8.28 % 9.74 % 9.24 % 12.23 %
8.12 % 6.02 % 5.56 % 5.35 %
446 % 4.29 % - % - %
8.14 % 6.05 % - % - %
- % 4.88 % - % - %
0to 6 Months 6monthstot 1yearto5 Morethanb
year years years
582 % 597 % 7.57 % 8.81 %
3.07 % 248 % 2.81 % 3.40 %
1.15 % 1.05 % - % - %
312 % 2.69 % - % - %
2.59 % 288 % - % - %
0 to 6 Months 6 monthsto1 1dyearto5 Morethanb
year years years
6.28 % 7.74 % 7.24 % 10.23 %
412 % 4,02 % 3.65 % 3.35 %
248 % 2.29 % - % - %
4.14 % 4.05 % - % -%
2.88 % 288 % - % -%
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31 December 2025

Nominal return in base case yields

ZAR
usDh
EUR

31 December 2024

Nominal return inn base case yields

ZAR
ush
EUR

31 December 2025

Nominal return in increasing yields

ZAR
UsD
EUR

31 Decemnber 2024

Nominal return in increasing yields

ZAR
Ush
EUR

31 December 2025

Nominal return in decreasing yields

ZAR
uso
EUR

Sensitivity: For a 1 percentage increase in yields, income increases by 3%
Fora 1 percentage decrease in yields, income decreases by 3%.

31 December 2024

Nominal return in decreasing yields

ZAR
Usb
EUR

0to 6 Months 6 monthste1 1yearto5 Morethan§ Nominal
year years years Income
M 'e00 M' '000 M' ‘000 M ‘000 M* "000
286,598 57,313 94,623 46,634 -
99,119 31,663 87.597 4 -
2,089 - - - -
- - - - 705,749
0to 6 Months 6 monthsto1 1yearto5  More than 5 Nominal
year years years Income
M* "000 M '000 W' '060 M 000 W' '000
176,291 25,181 86,095 161,549 -
123,264 30.652 101,853 - -
- - - - 704,883
0 tc 6 Months 6 monthsto1 1yearto5  Morethan$ Nominal
year years years Income
M 000 W' 000 M' 000 I '000 M' '000
317,265 65,535 80,998 41,606 -
115,546 32,985 62,980 9 -
3,075 - - - -
- - - - 729,999
0to 6 Months 6 monthsto1 “1yearto5 Morethan$§ Nominal
year years years Income
M' ‘000 M°'000 M 000 M' 000 M* ‘000
200,516 28,061 82,578 127,474 -
141,697 32,440 88,702 - -
. - - - 701,468
0to 6 Months B monthsto1 1yearto$  Morethan3 Nominal
year years years Income
M ‘000 W' '000 W' '000 M’ ‘000 W' "000
256,130 49,090 98,247 51,661 -
82,693 36,341 112,214 5 -
1,122 - - - -
. - - - 681,504
0 to 6 Months Bmonthsto1 fyearto5  Morethani Nominal
year years years Income
M' ‘000 M’ 000 ™' '000 N 000 M' 000
152,065 22,300 89,612 195,623 -
104,830 28,864 114,587 - -
- - - - 707,881

Sensitivity: For a 1 percentage increase in yields, income decreases by 0.5%
For a 1 percentage decrease in yieids, income increases by 0.4%.
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Liquidity risk

Market liquidity risk refers to the risk that the Bank will encounter di
maintains sufficient shari-term liguid funds to meet its obligations as t

market fluctuations.

As at year end the financial liabilities redeemable on demand 's fair value approximates the carrying amounts.

flicuity in raising funds to meet commitments as they fall due. The Bank
hey arise. It also holds adequate reserves to absorb losses resulting from

The table below summarises the remaining contractual maturities of the Bank's financial assets, based on un-giscounied cash flows {excluding
loans to staff and expected interest cashflows.

31 December 2025

Financial asseis

Cash and balances with banks
Accrued interest due from
Banks

31 December 2025

Financial liabilities

Notes & coins issued
Deposits

Lesotho Government Deposits
IMF Accounts

Goverament project accounts
Trade and other payables
Dividends to Government of
Lesotho

Net liquidity gap

Redeemabie Maturing  Maturing after Maturing after Maturing after Maturing after Total
on demand within 1 1 month but 6 months but 1 year but 5 years
month within 6 within 12 within 5 years
months months
M' ‘000 M '000 M 000 i ‘600 M ‘000 M' ‘000 M '000
8,959,307 1,616,236 3,280,302 - - 11,865,845
- 18,848 13,970 - - 32,818
6,859,307 1,635,084 3,304,272 - - 11,898,663
Redeemable Maturing  Maturing after Maturing after Maturing after Maturing after Total
en demand within 1 1 month but 6 months but 1 year but § years
month within 6 within 12 within & years
months months
MF'o0e M 000 M' '000 M '000 M 000 M' ‘000 M’ 000
2,168,294 - - - - 2,168,294
692,938 - - - B 692,938
8,299,541 - - - - 8,299,541
3,828,008 - - - - 3,828,008
301,364 - - - - 301,364
124,765 - - - - 124,765
336,110 - - - - 336,110
15,751,020 - - - - 15,751,020
(8,791,713) 1,635,084 3,304,272 - - (3,852,357}
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31 December 2024

Financial assets

Cash and balances with banks
Accrued interest due from
Banks

31 December 2024

Financial liabilities

Noles & coins issued
Deposits

Lesotho Gavernment Deposils
IMF Accounts

Goverament project accounts
Trade and other payabies
Dividends to Gavernment of
Lesotho

Net liquidity gap

Redeemable Maturing Maturing after Maturing after Maturing after Mafuring after Total
on demand within 1 i month but 6 months but 1 year but 5 years
month within 6 within 12 within 5 years
months months
W' "000 ™' 000 M* 000 M 000 M' 000 M '000 W' 000
8,193,650 1,283,312 2,926,745 - - 12,403,707
- 17,975 16,006 - - 33,981
8,193,650 1,301,287 2,942 751 - - 12,437,688
Redeemable Maturing  Maturing after Maturing after Maturing after Maturing after Total
on demand within 1 1 month but 6 months but 1 year but 5 years
month within 6 within 12 within 5 years
months months
M*"ao0 M '000 W' "o00 M’ 'co0 M’ 000 M '000 M* '000
2,183,450 - - - - 2,183,450
249,829 - - - - 949,829
6,709,698 - - - - 8,709,608
4,038,517 - - - - 4,038,517
368,307 - - - - 368,307
80,560 - - - - 80,560
172,622 - - - - 172,622
14,502,983 - - - - 14,502,983
{6,309,333) 1,301,287 2,942,751 - - (2,0865,295)

Liquidity risk refers to the risk that the Bank will encounter difficulty in setfling obligalions as they fall due. The Bank maintains sufficient shori-
term liguid funds to meet its obligations as they arise. Assets held for managing liquidity risk includes only assets that are readily available or
saleable to generate cashflows to meet cash outflows on financial liabilities. This only includes assets In the working capital and liquidity
tranche and not the investment tranche. The Bank also holds adequate funds in investment tranche that are held in sufficiently liquid treasury

bonds to cover the net liquidity gap and absorb likely losses resulting from market fluctuations,

Price risk

The Bank is exposed 1o bond secusities price risk due to financiai insiruments which are classified as financial assets at fair value through other
comprehensive income or as financial assets at fair value through profit or loss. The Bank's exposure to bond securities price risk is limited to

the bond prices in the porifolio.

The table below summarises the impact of increase or decrease In the bond prices in the statement of profit or loss and equity. The analysis is
based on the assumption that the bond prices had increased or decreased by 10% with all other variables held constant.

10% increase (in profit or loss)
10% decrease (in profit or loss)

10% increase (profit or loss and OCI net of tax}
10% decrease (profit or loss and OCI net of tax)

2025 2024

M’ ‘000 M’ '000
193,269 213,397
(183,269} (213,397}
478,048 419,620
{478,048) (419,520)
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2025 2024
M''0G0 M' 000
38. Fair value information
Levels of fair vaiue measurements
Level 1
Recurring fair value measurements
Assets
Fair value through profit or loss
Treasury notes and bends 1,932,686 2,133,974
Fair value through OCI
Treasury notes and bonds 4,441,289 3,460,966
6,373,975 5,584,940
Total 6,373,975 5,594,940

Fair value is based on quoted prices (unadjusted) in active markets for identical assets. These prices are readily available

in the market and are typically obtainable from muitiple sources. The fair value of financial instruments fraded in active markets is determined
based on quoted market prices as provided by custodians at the reporting date.

tevel 2

Recurring fair value measuremants

Assets

Financial assets at amoriised cost

Cash and cash eguivalients 8,483,752 9,192,601
Deposit Hoaters - 894,704
Treasury bills 1,184 407 508,525
IMF subscription account 1,586,623 1,673,596
IMF holding of Speciat Drawing Rights 3,414,911 2,394,719
Loans and advances 214,980 192,506
Total financial assefs at amortised cost 14,884,673 14,856,651
Totat 14,884,673 14,856,551

The fair value of financial instruments that are not traded in an active market is determined by using valuation techniques. These iechnigues
maximise ihe use of observable market data where available, and rely as liltle as possible on entity-specific estimates. If ail significant inpuis
required ta determine the fair value of an instrument are observable, the instrument is classified as Levet 2. The present value technigue is
used to measure fair value, considering circumstances specific to the asset.

Level 2: Inputs other than bond prices included within level 1 that are observable for the asset or liability, either directly {e.g. market interest
rates) or indirectly {e.q. derived from instrument specific interest rales).

Level 3
Recurring fair value measurements

Financial assets
Investment in swift 546 473

Total 546 473

Information about valuation techniques and inputs used to derive level 3 fair values
Valuation processes applied by the Bank
The fair value of land and buildings is determined by external, independent property valuers with apprapriate, recognised professional

gualifications and recent exgerience in the location and category of the property being vaiued. The valuation company provides the fair vatue of
the Bank's property.
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2025 2024
M' 000 M '00¢

38. Fair value information {continued)
tnputs into the valuation:
For commercial buildings the valuer used the Gross Replacement Cost method.
The Bank uses the price per square meter fo determine the value of the buildings.
For residentiat buildings the valuer used the Income Approach io value the building using the rentals earned from these buildings.
The Bank uses the estimated rental for vacant land.
Should the price decrease, this would decrease the Property Revaluation Reserve and should the price increase there would be a
correspongding increase fo the Property Revaluation Reserve.
The fair value is based on inputs for the assets that are not based on chservable market data {i.e. unobservable inputs).
impact on the fair value of property and equipment (Revised carrying values)
10% increase 717,319 616,988
10% decrease 586,897 504,809
39. Capital commitments
Already approved but not yet contracted for
Buildings 2,000 -
Vehicles, furniture and equipment 10.585 -
Total capital expenditure approved, but not yet contracted for 12,585 -

These capital commitments will be funded from internal resources.
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40, Giobal market recap analysis

Global monetary policy in 2025 was shaped by a broad but uneven easing cycle. Major central banks largely paused or slowed raie culs as
inflation decelerated but remained above targels in some regions. The European Central Bank (ECB} held its deposit rate at 2% through
multiple meetings. signalling that policy was “in a good place” while acknowledging persistent uncertainty stemming from global trade tensions
and geopolitical risks, Although inflation in the euro area softened to around 1.7-2.2%, the ECB emphasised a careful, data dependent stance

given the strengthening euro and tariff-related unceriainties that could weigh on exports and growih.

At the same time, ithe U.S. Federal Reserve clowed its rate cutiing cycle following three reductions in late 2024 and maintained the 3.5-3.75%
federal funds rate range through its early 2026 meetings, reflecling concerns about sill elevated inflation and a weakening labour market, While
growth remained solid through late 2025, palitical tensions, uncertainty surrounding Fed leadership, and legal challenges over centrat bank
independence created a cautious policy backdrop. Markets continued to expect further easing, but officials siressed a meeling by meeting
approach as inflation fisks persisied.

Heightened U.S, tariff policy continued to influence global markets. A series of tariif expansions across 2025 raised effective import duties to
historically high levels, generating uncertainty for firms and trading partners, despite several modifications and exemptions later in the year.
Although these tariffs did not praduce the severe economic drag same economists expected, they contributed to persistent inflation pressures
and tighter long term planning conditions globally.

In South Africa, the South African Reserve Bank (SARB) kept the repo rate at 6.75%, with a sglit vote reflecting mounting global uncertainty
and mixed domestic conditions. Grewth showed signs of improvement, supported by stronger household consumption, a firmer rand, and lower
gil prices, while inflation moved closer to the SARB's new 3% objective. Pespite these supportive conditions, investment remained fragile, and
the Bank maintained a caulious stance, emphasising data dependence and balanced inflation risks.

Portiolio implications

The evolving interest rate environment had mixed effects on the Baak's investment portfoiio, As major central banks slowed or paused gasing,
meney market yieids remained retatively altractive, though gradually declining as rate expectations adjusted downward through late 2025. Bond
portfolios benefited from price gains driven by lower policy rates earlier in the cycle and by investors seeking duration amid expectations of
continued easing, particularly as some cental banks were projected to rernain on hold hefore culling further.

However, floating rate instruments began 10 see reduced expected returns as markets priced in additional cuts for 2026, incentivising investors
globally to shift toward Jonger dated fixed income assets, thereby diminishing the relative yield on shoster term deposits. These shifls aligned
with global patterns in which gasing cycles tend to compress returns on liquidity focused instruments.

Sensitivity analysis continues to show that 2 500 basis point movement in exchange raies would raise (or lower} reserves by £2.58%, white &
100 basis point change in interest rates would reduce {or increase) reserves by approximately -0.33%/ +0.33%, with the ZAR sub portfolio
contributing nearly 71% of rate related valuation changes. This underscores the persistent importance of exchange rate volatility and South
Africa's macro financial environment in influencing reserve dynamics.

41. Going congern

The financiat stalements of the Central Bank of l.esotho {the Bank]} for the year ended 31 December 2025 are prepared on a going concein
basis, The financial stalements inciude appropriate disciosures and are based on agcounting poticies that have been consistently applied and
that are supported by reasonable and prudent judgements and estimates. The Bank has not implemented any change in accounting policies i
the current year. In accordance with Central Bank Act of 2000, the Bank has been established as a body corporate having perpetual
succession, with 2 common seal and which Is capable of suing and being sued in its own capagity. Since coming into operation in 1978, the
Bank has financed its operations through returns {interest} earned irom the official international reserves that it has been endowed with the
mandate of managing.

With revenue generated from investment of foreign reserves, as shown in the 2026 approved annual budget, the Bank is expected to sustain its
operations in the coming year. It is anticipated that the Bank will continue to yield 2 positive outcome hased on the budget estimates, the
projected revenue is able to absorb all anticipated costs for the year 2026.

The Bank's revenue is projected to decrease to MO52.2 miliion in 2026, as compared to 2025 actual revenue of M1,099 milion. The projected
revenue is able to absorb alf aniicipated cosls for the year 2028.

The Bank's operational expenditure budget for 2026 amounts to M869.7 milion and its related revenue is M952.2 miffion resulting in a
budgeted surplus of MB2.5 million.

This confirms that the Bank will be able to continue with its operations for the year 2026, as all projected operational expenditure, including non-
cash expenditure, fall within projected revenue.

Furthermore, the Bank does not have any long-term commitments (foans) as at the reporting period. The CBL Act of 2000 establishes the Bank
as having a perpetual succession and therefore its ability o continue as a going concern is legisiated.

Management and the Board of Directors do not have knowledge of any matter that may have bearing on the going concern of the Bank.
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