SRI LANKA AND THE IMF

Every IMF Requirement, %
1965-2026

What the IMF asked Sri Lanka to do in all 17 arrangements —
and which requirements were met, partly met or missed
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Status as of 26 October 2026 | Sources: IMF and Government of Sri Lanka (CBSL, Ministry of Finance)



HOW IMF CONDITIONS WORK

Prior actions

Steps taken before the IMF
Board approves money.

e.g. float the rupee (2001), raise
Nation Building Tax (2009), cost-
recovery fuel & power prices (2026)

Associate Company of €p SENKADAGALA FINANCE PLC

cide whether money is released

Quantitative
performance criteria

Hard numbers tested on fixed
dates. A miss needs a Board
waiver.

e.g. floor on net international
reserves, ceiling on bank credit to
government, primary balance

Indicative targets

Numbers that guide the
programme; a miss needs no
waiver.

e.g. tax revenue floor, social
spending floor, reserve money

Structural
benchmarks

Reforms, often laws or
institutions, judged in overall
performance.

e.g. new Inland Revenue Act,
Banking Act, fuel pricing formula

Status used in this deck Met

. Hit late, in part, or . Not done / target - Required; result
D h 7 ’ 7’
eI | B i Py then reversed il missed Hockiz not published

Source: Central Bank of Sri Lanka, Annual Report 2021, Box 1; IMF conditionality factsheet. )
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EXECUTIVE SUMMARY eoe SenFln

SECURITIES
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Six decades, the same requirement missed: fiscal discipline

17 90f16 10 of 11 SDR 5.6bn

IMF arrangements since 1965 completed arrangements drawn programme periods missed or drawn in total since 1965, incl.
(IMF lending history) in full only partly met the deficit SDR 1.78bn under the 2023 EFF
requirement

The asks barely change. Cut the deficit, raise revenue, free the exchange rate and price energy at cost appear in programme after
programme.

Exchange-rate and banking reforms usually get done. 1968 dual rate, 1977 float, 2001 float, 2009 bank resolution, 2023 Central
Bank Act.

Fiscal and state-enterprise reforms usually slip. Deficits overshot in 1974, 1980, 1983, 1988, 2001, 2009 and 2018 — 19, CEB/CPC
pricing asked for in 2001, 2003, 2016 and 2023.

Source: IMF History of Lending Commitments (Sri Lanka); IMF PR 26/172; CBSL Annual Report 2021, Box 1; analysis in this deck. 3



SIXTY YEARS OF IMF SUPPORT
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How much of each arrangement Sri Lanka actually drew
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B Fully drawn  ® Mostly drawn (75-99%)  ® Went off track (<75%)  ® Ongoing

Source: IMF History of Lending Commitments, Sri Lanka (SDR thousands); 2023 EFF from IMF PR 26/172 (SDR 1,778m of 2,286m).

9o0f 16

completed arrangements were drawn in
full - mostly the short Stand-Bys of 1966-
1979.

4

went off track: 1974, 1983 and both
halves of 2003.

1979

is the only Extended Fund Facility ever
drawn in full, the 2023 EFF could be the
second.
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SECURITIES
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What was asked in each programme period - and how it turned out

1965-70 1971-74  1977-79 1983 1988 SAF 1991 ESAF 2001 2003 2009 2016 2023

El -~ B3 « R R el
Credit limits / reserves n/d m n/d - - n/t - - m
SOEs & energy pricing n/d n/d - m n/d - m
Banking & financial sector n/d - m m m
vt ve [ (e e v ([
Governance, PFM & data m m - -
Social protection m m n/d m

. Met . Partly . Missed No data n/t = not tested (no review completed)

Exchange-rate reform

Privatisation & trade

Source: analyst assessment from IMF letters of intent, staff reports and press releases, CBSL annual reports, and IMF archive records. Blank = not a requirement. 5
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SECURITIES
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11l 11 periods — and met in one

. . . . . . What repeats
Cut deficit / subsidies

Deficit reduction: asked 11
times, fully met only under the
2023 EFF.

Raise revenue / tax reform

Exchange-rate reform
Revenue reform: asked 7 times

- 3 since 1988, gains reversed after
3

Credit limits / reserves
2019 tax cuts.

SOEs & energy pricing

Energy pricing: CEB/CPC reform
asked in 2001, 2003, 2016 and
2023.

Banking & financial sector

Exchange-rate reform is the most

Privatisation & trade . . .
reliably delivered requirement.

Governance, PFM & data

Social protection

H Met Partly H Missed No data / not tested

Source: counts derived from the requirements matrix on the previous slide. 6



SECURITIE
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$Senk
1965-1970 | 4 STAND-BY ARRANGEMENTS | en n
S

nd a dual exchange rate

GOVERNMENT ARRANGEMENTS AGREED DRAWN

UNP — PM Dudley Senanayake SBAs 1965, 1966, 1968, 1969 SDR 94m SDR 86.5m (92%)

_ Sl i Rarad (i) ulosiciy Subsid.y cuts were the core condition; losses of The previous SLFP - LSSP coalition
Fiscal e state firms were not targeted. 1965 SBA only Partly sought a Stand-By in 1964,but

75% drawn

talks stalled over the rice subsidy.

Four back-to-back Stand-Bys
followed - Sri Lanka's first use of

Rupee devalued 20% against sterling (Nov

Devalue and ease exchange 1967); FEEC dual rate from May 1968, 44%

Exchange rate

controls : . .
premium IMF conditionality.
. . . Only 15% of imports moved to the freer 'B'

Trade Liberalise non-essential imports . v 0 > . . Partly

window in 1969; licensing stayed
. . .. Sri Lanka marginally exceeded the IMF access

Access Stay within IMF borrowing limits e & Y

ceiling in 1968-70
Source: IMF History of Lending Commitments; IMF History 1979-89 (ch. 17, fn. 74); World Bank, Macroeconomic Policies, Crises and Growth in Sri Lanka 1969-90; 7

Athukorala (2021).
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1971-1975 | 2 STAND-BY ARRANGEMENTS ¥ en In
SECURITIES
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epted, devaluation refused

GOVERNMENT
United Front — PM Sirimavo
Bandaranaike

Requirement What the IMF asked for What happened . .
_m Why it slipped

Refused; IMF accepted deficit cuts and credit

ARRANGEMENTS AGREED DRAWN
SBAs 1971, 1974 SDR 49m SDR 31.5m (64%)

Exchanee rate Devalue the rupee (1971) controls instead. Before 1974: rupee re-linked Bartl The 19_73_7_‘_1 oil shock hit hard. An
& P to sterling (about 7% fall), FEEC rate raised E IMF Qil Facility (SDR 34m) and
45%->65% compensatory finance (SDR 7m) in
1974 reduced the pressure to
. Reduce the deficit; cut food Food subsidies cut before the 1974 SBA; a comply with Stand-By conditions.
Fiscal 1975 request collapsed over further subsidy

subsidies
cuts

Ceiling on domestic credit (1974  Ceiling breached; IMF withheld later tranches

Credit SBA) — only US$8.5m of US$29.6m drawn

1971 SBA Draw the full Stand-By Fully drawn (SDR 24.5m)

Source: IMF History of Lending Commitments; Athukorala (2021); CBSL Annual Report 1974 (balance of payments). 8
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1977-1981 | STAND-BY 1977 + EXTENDED FUND FACILITY 1979 ¥ en In
SECURITIES
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ivered; the budget ran away

GOVERNMENT ARRANGEMENTS AGREED DRAWN
UNP - J.R. Jayewardene SBA 1977, EFF 1979-81 SDR 353m 100% of both

What the IMF asked for What happened m

Nov 1977: rupee devalued 45.5% (Rs
Exchange rate Unify rates and float 9.1->16.7/USS), FEEC scheme abolished,
managed float adopted

1979

The only Extended Fund Facility Sri
Lanka has ever drawn in full - yet
the fiscal requirement was still
missed.

Remove price controls; target = Most price controls removed, universal rice

Prices & subsidies food aid subsidy replaced by food stamps

Liberalise imports and

Trade Import controls dismantled, aid inflows surged

payments
Medium-term Credible medium-term IMF cut the 1977 request (USS427m asked) pa—-—
plan programme citing no medium-term plan E

Deficit peaked near 19% of GDP in 1980 as the
Fiscal deficit (EFF) Contain the deficit Mahaweli scheme was accelerated; relations
soured from 1981

Source: IMF History of Lending Commitments; World Bank (1969-90 study); Athukorala (2021); The Morning (2020) for 1980 deficit. 9



SECURITIE
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N
1983-1984 | STAND-BY ARRANGEMENT '0' SenI:
)rt halfway through

GOVERNMENT APPROVED AGREED DRAWN
UNP - J.R. Jayewardene 14 Sep 1983 SDR 100m (about US$105m) SDR 50m (50%)
e

50%

Size Sri Lanka requested USS221m  IMF approved less than half (US$105m) Partly

of the loan drawn. The July 1983
riots and the start of the war
overtook the programme.

Fiscal deficit Bring the deficit down Still 17.6% of GDP in 1983 (20% in 1982)

Temporary credit ceilings imposed in Oct 1983,

Credit restraint Limit credit expansion . .
P lifted in Nov

Partly

Terminated after half was drawn; World Bank

Programme Stay on track to full drawing also withheld a US$70m adjustment loan

Source: IMF History of Lending Commitments; CBSL Annual Report 1983 (ch. 1); Athukorala (2021). 10



SECURITIE
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& Senl
1988-1995 | STRUCTURAL ADJUSTMENT FACILITY + ENHANCED SAF ¥ en n
S

ralisation done, deficits not

GOVERNMENT
UNP - Presidents Jayewardene SAF 1988-91 ESAF 1991-95 UNDRAWN
! SDR 156m - 100% drawn SDR 336m - 83% drawn SDR 56m (ESAF)

Premadasa
Fiscal deficit Missed 1988 deficit 15.2% of GDP vs 11.6% budgeted Partly 11.6% (1991) = 7.4% (1992), back to about 9%:% by 1996
Tax reform Missed Tax/GDP fell from 17.9% to 16.0% (1988) Partly Export duties abolished (Dec 1992); excise widened
Exchange & payments No data Devaluation on the 1989 agenda Met Trade and payments freed, IMF Article VIII accepted (1994)
Public enterprises No data Reform and privatisation in the Policy Framework Paper :\ilg;;)tw SRR BUE I SR PIRELEME I He
Wages & poverty Missed 1989 Janasaviya programme strained the budget Met Real public-sector wages fell 6.4% (1992)

Source: IMF History of Lending Commitments; IMF archives (1989, 1990 SAF and 1992 ESAF staff report subjects); CBSL Annual Reports 1988 and 1992; CBSL Long 11

March (1994 Article VIII); IMF PIN 97/18.
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SECURITIES
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’e of eight end-2001 targets missed

GOVERNMENT
PA - Kumaratunga; UNF govt
from Dec 2001

APPROVED AGREED / DRAWN WAIVER
20 Apr 2001 SDR 200m - 100% Net claims on government

Structural requirements

Net international reserves (floor) USS1,195m US$970m
Rupee floated (Jan 2001, prior action)

CBSL net domestic assets (ceiling) Rs 12bn Rs 25bn
Automatic fuel price formula (Dec 2001)

Bank credit to government (ceiling) Rs 133bn Rs 201bn
CEB tariffs raised about 35% (Apr 2002)
Revenue (floor, indicative) Rs 258bn Rs 231bn

VAT replaces GST and NSL (2002 Budget)
Primary balance (indicative) —-Rs 32bn —-Rs 58bn

FDI limits removed; CBSL audit (prior actions)

New non-concessional debt (ceiling) USS400m USS$127m

Short-term external debt (ceiling) US$150m US$3m Partly Privatise Sri Lanka Telecom & Insurance

Reserve money (indicative) Rs 120bn Rs 113bn Partly Restructure CPC and state banks

Source: Sri Lanka Letter of Intent and MEFP, 1 Apr 2002 (IMF website); IMF PIN 02/100; IMF News Brief 02/31. 12



ambitious list, never tested

2003-2006 | POVERTY REDUCTION & GROWTH FACILITY + EFF
GOVERNMENT APPROVED
UNF govt — PM Ranil
g 18 Apr 2003

Wickremesinghe

AGREED DRAWN

SDR 413m (about US$567m) SDR 59m (14%)

ODa :
vovSenFm
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What the IMF asked for What happened m

Prior action

Fiscal law

Review

Fiscal (QPC)

Tax

Banking

Energy

Bring 90% of Sri Lanka Insurance Corporation to sale

Fiscal Management (Responsibility) Act

First review by 30 Sep 2003

Net domestic financing < Rs 44bn (Jun) / Rs 74bn (Dec 2003); deficit
7.5% of GDP

Revenue authority act (Jun 2003); VAT to wholesale/retail, import
surcharge 20%—>10% (Jan 2004)

Restructure People's Bank by Mar 2004; capital adequacy 10%

Unbundle CEB by Oct 2003; sell CPC assets

Done before approval

Enacted January 2003

Never completed: political crisis from Nov 2003, election
April 2004

Not assessed - no review completed

Not assessed, the tax-to-GDP ratio kept falling

Not assessed - programme lapsed

Not done - CEB unbundling was still a requirement in 2026

Source: Sri Lanka Letter of Intent, MEFP and TMU, 28 Mar 2003 (IMF website); IMF PR 03/54; Sunday Times (Mar 2004); IMF lending history.

Not tested

Not tested

13



2009-2012 | STAND-BY ARRANGEMENT
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<ing reforms done, deficit targets blown

GOVERNMENT APPROVED
UP.FA — President Mahinda 24 Jul 2009
Rajapaksa

Deficit path (2011)

Prior actions . .
import margins, Seylan Bank plan

Reserves (about USS4bn)

Banking Fnance Company At
Budget ﬁngOe:uzc(zl)%egt consistent with programme
SOEs Plan to settle CEB, CPC and state-bank

cross-debts (Dec 2009)

AGREED / DRAWN
SDR 1.65bn — 100%

What the IMF asked for What happened “

7% of GDP (2009) - 6% (2010) - 5% 2009 deficit 9%%; 2010 target relaxed to

o) 0, H
NBT 1%—>3%, excise changes, remove All implemented before approval

Gross reserves > 3% months of imports NIR missed twice (2010, end-2011), met at

final review

Done - all benchmarks met except pension

Vote on account only, budget delayed to Jun

Outcome not reported in public review

ACCESS
400% of quota

2009 deficit, % of GDP

9.75%

7.0%

Target Actual

Source: IMF Country Report 09/310 (SBA request); IMF PR 09/395, 10/207, 12/117; Sunday Times (2010); CBSL Annual Report 2021, Box 1. 14
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1ssed, pricing reforms stalled

2016-2020 | EXTENDED FUND FACILITY
GOVERNMENT APPROVED
Unity govt — Sirisena

ve / 3 Jun 2016

Wickremesinghe

ENDED
Jun 2020, 7th review never held

AGREED / DRAWN
SDR 1.07bn — 89%

What the IMF asked for What happened m

Deficit Overall deficit to 3.5% of GDP by 2020, primary surplus

Tax revenue near 15% of GDP by 2020, new Inland Revenue
Revenue .

Act, end exemptions
Reserves Rebuild reserves under a flexible rupee (NIR floor)
Monetary Roadmap to flexible inflation targeting (Oct 2017)

2018 budget with tax-expenditure statement & SOE cost
Budget .

estimate
Fuel pricing Cabinet approval of automatic fuel pricing (Mar 2018)
Electricity Automatic electricity pricing (Sep 2018)

SriLankan Airlines Strategic plan to stem legacy losses

Met 2017, missed end-2018 and mid-2019 (waivers), targets out of

reach after Dec 2019 tax cuts Partly
Act passed 2017, income-tax compliance strategy missed; gains

. Partly
reversed in 2019
Missed end-2016 and end-2018, met in 2017 and 2019 Partly

Delivered on time

Submitted Nov 2017

Approved, a condition for the June 2018 review

Not in place - re-required as a prior action under the 2023 EFF

Board strategic plan prepared

Source: IMF PR 16/262; CBSL press release 28 Apr 2016; IMF Country Reports 18/03 and 19/335; IMF PR 19/162 and 19/390; CBSL Annual Report 2021, Box 1. 15



2023-2027 | EXTENDED FUND FACILITY (ONGOING)

GOVERNMENTS

Wickremesinghe, then
Dissanayake (NPP)

What the IMF asked for What happened m

Primary balance

Revenue

Energy pricing

Laws

Expenditure arrears

Social spending

Continuous

Next

4% .
< SenfFin
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record yet, with a few misses

APPROVED
20 Mar 2023

Surplus of 2.3% of GDP; QPC floors at each review

Tax-led consolidation, VAT to 18%

Cost-recovery fuel and electricity prices (prior actions)

Central Bank, Anti-Corruption, PFM and Public Debt Acts

Zero ceiling on new arrears

Floor on social safety-net spending

No new external arrears, no new import restrictions

2027 Budget in line with programme, financing assurances

AGREED DRAWN
o/). Q
SDR 2.29bn (about US$3bn) SDR 1.78bn (78%); 7th review
pending

All end-2025 QPCs met; 2026 eased to 1.4% for cyclone relief

Revenue 16.7% of GDP in 2025, tax target missed by about 8% at 1st
review

Met for the 4th and 5th/6th reviews

Passed

Missed Jun 2023 and Mar 2025, data misreported at reviews 1-3
(waived)

Missed at end-2023, mid-2024 and Sep 2024

Not observed (5th & 6th reviews); waived

Needed for Board approval of the 7th review (about US$345m) Pending

Source: IMF PR 23/439, 24/214, 25/053, 26/172, 26/318; IMF Country Report 25/162; CBSL press releases. See the companion 2023 EFF deck for full detail. 16
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SECURITIES
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Review by review: what was met and missed, 2023-2026

1st 2nd 3rd 4th 5th & 6th 7th
Dec 2023 Jun 2024 Feb 2025 Jul 2025 May 2026 SLA Oct 2026

Quantitative performance criteria

Indicative targets

Continuous criteria

Released (SDR m) 254 254 254 254 508 254 if approved
Sep—Nov 2024 Dec 2024 28 Nov 2025 19 Dec 2025
Presidential & parliamentary International bond exchange Cyclone Ditwah: 600+ USS$206m emergency RFI, EFF expires (IMF lending
elections, NPP takes office completed deaths, 5th review deferred outside the EFF table)

Source: IMF PR 23/439, 24/214, 25/053, 25/235, 25/436, 26/172, 26/318; IMF transcript Nov 2024; IMF Country Report 25/162. 17
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2024 | 2ND REVIEW (JUN) AND 3RD REVIEW AGREEMENT (NOV) ¥ en |n

ding

= - SSEECCU RIINT EE S|

GOVERNMENT 2ND REVIEW 3RD REVIEW DRAWN BY END-2024
Wickremesinghe = Completed 12 Jun 2024 — )
Dissanayake (Sep 2024) US$336m Staff agreement 23 Nov 2024 SDR 762m (about US$1bn)

What the IMF asked for What happened m

Primary balance floor, tax revenue

AREEEE floor, zero arrears (end-Dec 2023)

All criteria at end-Jun and end-Sep

2024 test dates 2024

Floor on safety-net spending

Social spending o

Public Financial Management Act,

New laws Public Debt Management Act

Domestic optimization, official and

Debt restructuring bondholder deals

Structural

benchmarks Benchmarks due by Apr and Oct 2024

5.0%

GDP growth, 2024 (IMF estimate)

Primary surplus of Rs 173bn vs floor of —Rs
209bn; tax revenue Rs 2,721bn vs Rs 2,550bn

Met, except the social spending floor

Missed at end-Dec 2023, end-Jun 2024 and 0
Sep 2024 1 " 2 /0

average inflation, 2024 - below the 5%

Both passed by Parliament (mid-2024); e

Banking Act amended

Domestic DDO done, Official Creditor
Committee & China EXIM deals, bond
exchange done Dec 2024

US$6.1bn

gross reserves, end-2024 (IMF estimate)

Most met or late, some delayed by the
election cycle

Partly

Source: IMF PR 24/214 (Jun 2024), PR 24/298 (Aug 2024), PR 24/435 & transcript (Nov 2024), PR 25/053 (Feb 2025), PR 25/235 (2024 estimates). 18



2025 | 3RD REVIEW (FEB), 4TH REVIEW (JUL), CYCLONE (NOV)

GOVERNMENT
NPP — President Anura Kumara
Dissanayake

3RD REVIEW

What the IMF asked for What happened m

End-2024 targets All quantitative targets (3rd review)

Cost-recovery electricity prices for

Prior actions . . .
2025; automatic tariff adjustment

SSAULIETC Zero ceiling (end-Mar 2025)

arrears
Inflation band Inflation within the consultation band
Structural Benchmarks due by end-Jan and end-
benchmarks May 2025

All quantitative performance criteria

End-2025 criteri
nd-2025 criteria (tested May 2026)

5th review Due late 2025

Source: IMF PR 25/053 (Feb 2025), PR 25/235 & Country Report 25/162 (Jul 2025), PR 25/436 (Dec 2025), PR 26/172 (2025 actuals).

28 Feb 2025 — USS$334m

Associate Company of 4P SENKADAGALA FINANCE PLC

arrears slip and a cyclone

4TH REVIEW

Met, except the social spending floor

Both done before the 4th review

Missed; arrears data misreported at reviews
1-3; waiver granted, no further action

Q2 2025 fell below the lower outer band
(energy prices)

Met or implemented late

All met

Deferred after Cyclone Ditwah (28 Nov); RFI
given instead

Jul 2025 — USS$S350m

Partly

Deferred

EMERGENCY
RFI 19 Dec 2025 — US$206m

5.0%

GDP growth, 2025

16.7%

revenue, % of GDP (about 8% in 2022)

5.4%

primary surplus, % of GDP

101%

public debt, % of GDP (target <95% by
2032)

19



2026 | COMBINED 5TH & 6TH REVIEWS (MAY), 7TH REVIEW AGREEMENT (OCT)

GOVERNMENT
NPP — President Anura Kumara
Dissanayake

5TH & 6TH REVIEWS
27 May 2026 — US$695m

What the IMF asked for What happened m

Restore cost-recovery fuel and

Prior actions . .
electricity pricing

End-2025 criteria All quantitative performance criteria

No new external payment arrears; no

Continuous criteria ) ..
new import restrictions

zzr:;l:::::-ks 22 benchmarks due by end-Feb 2026
2026 fiscal path Primary surplus 2.3% of GDP
Inflation CBSL target of 5%

7th review 2027 Budget in line with programme;

financing assurances review

O '
4 SenFm

Associate Company of 4P SENKADAGALA FINANCE PLC

’th review awaits the Board

7TH REVIEW

about USS$345m

Done before the May 2026 Board meeting

All met

Not observed; the Board still completed the
reviews

Most met or implemented late Partly

Agreed easing to 1.4% for relief and Ditwah
reconstruction, back to 2.3% from 2027

Partly

8% y/y in Sep 2026 after the Middle East oil
shock

Staff agreement reached; Board approval

SaneiinG Pending

Staff agreement 4 Oct 2026 —

DRAWN
SDR 1.78bn (78%) - 2.03bn
(89%)

4.2%

GDP growth, Q2 2026 - 11th straight
quarter of growth

US$6.9bn

gross reserves, end-Aug 2026

8%

inflation, Sep 2026 (target 5%)

Source: IMF PR 26/172 & transcript (27—-28 May 2026); IMF Country Report 26/111; IMF PR 26/301 (23 Sep 2026) and PR 26/318 (4 Oct 2026). 20



BUDGET 2027 | THE 2.3% PRIMARY SURPLUS

ets the frame for Budget 2027

6%

5%

4%

3%

2%

1%

0%

Primary balance, % of GDP

5.4% 5.4%

2025 actual 2026

IMF programme (May 2026)

2027 2028

B Government plan (FSS, Jun 2026)

Associate Company of €p SENKADAGALA FINANCE PLC

What it is

Revenue minus all spending except interest. A 2.3% surplus means
about Rs 904bn more coming in than going out before interest in 2027.

Why 2.3%

The IMF's debt analysis finds 2.3% keeps debt falling toward 95% of
GDP by 2032. The Economic Transformation Act writes 2.3% into law
until 2032.

The 2027 step

From the cyclone-relief level in 2026 back up to 2.3%: +0.9 pts of GDP
on the IMF path, +0.5 pts on the governments. The government aims
higher, at 2.6%.

The calendar
Budget speech 12 Nov - 2nd reading vote 20 Nov - final vote 14 Dec. A

programme-consistent budget is a condition for the 7th review (about
US$345m).

Source: IMF PR 26/172 (May 2026) and PR 26/318 (Oct 2026); Ministry of Finance, Fiscal Strategy Statement 2027 (Jun 2026); publicfinance.lk (Economic 21
Transformation Act); Sunday Times & Business News (budget timetable).



BUDGET 2027 WHERE THE ADJUSTMENT COMES FROM

Associate Company of €p SENKADAGALA FINANCE PLC

nending cuts, not new revenue

Primary balance 2026 -» 2027, % of GDP (government plan) --- 2.3% IMF / legal floor

Less other

2027 primary

Less capital

2026 primary

Rs 5,064bn

primary spending cap in the 2027 plan = 12.9% of GDP,
against the PFM Act ceiling of 13%

About Rs 44bn

headroom left under the 13% ceiling — about 0.1% of
GDP

+2.5%

rise in primary spending in rupees, while nominal GDP
grows about 9% — a real-terms squeeze

46%

of revenue still goes on interest (7.1% of GDP), which is
why the primary surplus must be large

Source: Ministry of Finance, Fiscal Strategy Statement 2027, medium-term fiscal framework (2026 revised vs 2027 plan, % of GDP). Analyst calculations from those 22



BUDGET 2027 | WHAT IT MUST DELIVER
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an, with little room to spare

IMF programme; Economic 2.6% — margin of about 0.3 pts

> [»)
AR IEIATD B Gl Transformation Act (about Rs 118bn)

Primary spending < 13% of 12.9% — only about Rs 44bn

What it means in practice

Every Rs 100bn of new
spending needs Rs 100bn of
new revenue or cuts elsewhere

Public Financial Management Act Tight
GDP headroom (about 0.25% of GDP).
_ o o Little room for broad pay rises
Revenue > 15% of GDP FSS target; IMF medium-term 15.4%, with tax revenue slipping to Tight or untargeted fuel subsidies.
revenue strategy 14.2%
Before 2025, Sri Lanka had met
a 2.3% surplus only once — in
Public investment > 4% of GDP  FSS target 4.4% of GDP 1955.
A budget off the programme
L. . path would hold up the 7th-
Budget deficit < 5% of GDP FSS target 4.5% (from 5.6% in 2026) .
review tranche of about
USS345m.
Cyclone rebuilding inside the IMF: relief targeted, costed, time- A 2027 supplementary estimate may
limits bound be needed, size unknown
Cost-recovery fuel & power IMF advice, Oct 2026; Middle East  Prices must follow world prices; relief
prices oil shock via targeted cash transfers
Source: Fiscal Strategy Statement 2027 (MTFF, fiscal rules, fiscal risk statement); IMF PR 26/318 (conditions and advice, Oct 2026); IMF PR 26/172. Assessment is the 23

analyst's.
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THE REQUIREMENTS THAT KEEP COMING BACK ¥
Unfinished reforms reappear in the next programme

Energy pricing (CEB / CPC)

2001 ) 2003 ) 2016 ) 2023

Fuel formula Unbundle CEB Auto fuel & power pricing Cost-recovery pricing — met

Revenue reform

1988 ) 2003 ) 2016 2023
Tax/GDP falls VAT & revenue authority Inland Revenue Act VAT 18%, 16.7% of GDP

Deficit reduction

1974 ) 2001 ) 2009 2023

Credit ceiling breached All fiscal targets missed 9%% vs 7% QPCs met

Source: requirements tables in this deck (IMF letters of intent, staff reports, press releases; CBSL). 24



WHAT SIX DECADES TEACH

" finishing this programme

Deficit rules must survive elections
1 Every big fiscal miss — 1974, 1980, 1988, 2001, 2009, 2019 — came with an election, a
new government or a shock.

Finish structural reforms, don't just start them
2 Energy pricing and CEB reform were asked for four times because each attempt was
dropped after the money came.

Revenue gains need a law, not a budget line
3 The 2017 Inland Revenue Act gains were undone by the 2019 tax cuts; a medium-term
revenue strategy is the IMF's current ask.

4 Clean data protects credibility
Arrears misreporting in 2023-25 shows a target can look met when it was not.

Source: author's synthesis of IMF and Government of Sri Lanka documents cited in this deck.

The milestone

Completing the 2023 EFF would make it
the first Extended Fund Facility Sri Lanka
has finished since 1979 — and the first
programme to meet its deficit
requirement.

25
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This is solely for SenFin Securities Limited (SSL) clients' information and is not construed as investment advice. It is also not intended as an offer or solicitation to purchase and sell any
financial instruments. This report is prepared based on publicly available information, internally developed data, and other sources believed to be reliable. The information and opinions
contained in this report are based upon information obtained from sources believed to be reliable and made in good faith. Such information has not been independently verified and no
guarantee, representation, or warranty, express or implied is made as to their accuracy, completeness, or correctness. All such information and opinions are subject to change without
notice. This report is for information purposes only, and the description of any company or its securities mentioned herein is not intended to be complete. This report is not, and should
not be construed as, an offer, or solicitation of an offer, to buy or sell any securities or other financial instruments, and SenFin Securities Limited or its employees or associates cannot
be held responsible for any losses or gains. The recipient of this report must make their own independent decision regarding any securities, investments, or financial instruments
mentioned herein. SenFin Securities Limited (SSL) its directors, officers, consultants, employees, and associates, will not be responsible, for any claims of damages, compensation, suits,
damages, loss, costs, charges, expenses, outgoing or payments including attorney’s fees which recipients of the reports suffers or incurs directly or indirectly arising out of actions taken
as a result of this report. The contents herein should not be construed as investment, legal, or tax advice. Investors should seek independent professional advice to ascertain (a) the
possible tax consequences, (b) the legal requirements, and (c) any foreign exchange restrictions or exchange control requirements that may be encountered under the laws of the
countries of citizenship, residence, or domicile. Past performance does not guarantee future returns; there can be no assurance that investments will achieve any targeted price levels
or rate of return. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied, or distributed to any other party, without the prior express
written permission of SSL.

Investment involves risk and securities, financial instruments and investment strategies mentioned may not be suitable for all investors. Please ensure that you fully understand the
risks involved. As a general rule, you should only trade in financial products that you are familiar with and understand their risk. You should carefully consider your investment
experience, financial situation, investment objective, and risk tolerance level and consult your independent financial adviser as to the suitability of your situation before making any
investments.
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