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. 100% subsidiary |-Contractor appointed for Design,
of Toshiba Manufacture, Packing, Supply,
Plant System |Transformation, Transit Insurance and
and Services |Services for Installation, Testing and
Corporation, [Commissioning  of Electro-Mechanical
Japan) Equipments for 2x6 MW with 10% Continuous
overload capacity generating units of Upallo
Khimti Hydropower Project, Water to Wire
including Remote end Substation for Grid
Connection excluding Civil Works.
-Warranty period shall be the period for 24
months from the date of commissioning of
the equipments.
Q. 3N HB. TPSC (India) |- Contract Agreement dated 21st day of
Raffg-llv |97.83.00000/-| Pvt. Ltd. (A |September, 2016.
. 100% subsidiary |- Contractor appointed for Design,
of Toshiba Manufacture, Packing, Supply,
Plant System |[Transformation, Transit Insurance and
and Services |Services for Installation, Testing and
Corporation, [Commissioning  of Electro-Mechanical
Japan) Equipments for 2x3.5 MW with 10%
Continuous overload capacity generating
units of Upallo Khimti Hydropower Project,
Water to Wire including Remote end
Substation for Grid Connection excluding
Civil Works.
- Warranty period shall be the period for 24
months from the date of commissioning of
the equipments.’
EREHSIHS-| Q. IUeAT g ¥ saw | Steel Authority |- Procurement Agreement dated 18th June
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L (SAIL) - Quality : IS 2062 E350B0
- Dispatched from Bhilai Steel Plant
g U9 s&X | Steel Authority |- Procurement Agreement dated 18th June
2,20,503RY of India Ltd. {2015
(SAIL) -Quality : IS 2062 E350BO
-Dispatched from Bokaro Steel Plant
2. AR g TH S | Steel Authority |- Procurement Agreement dated 18th June
fRaffa-1l © | 8,00 846048 of India Ltd. {2015
1l (SAIL) -Quality : 1S 2062 E350B0
-Dispatched from Bhilai Steel Plant
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- yanendra & Associates GP.O. BOX - 9402, New Plaza Marg-46

Putalisadak, Kathmandu, Nepal
Chartered Accountants Tol : +977-1-4416064

| : gaa@gaa.com.np
Website : www.gaa com.np

INDEPENDENT AUDITOR'S REFORT TO THE SHAREHOLDERS OF
HIMALAYA URJA BIKASH COMPANY LIMITED

We have audited the accompanying financial statements of Himalaya Urja Bikash Company Ltd., which comprise
the Balance Sheet as at Ashadh 31, 2074, (July 15, 2017) and the relsted Income Statement, Statement of Changes in
Equity and Sratemem of Cash Flows for the year ended on that date.

Management's Responsibility for the financial Statements
A )

of the pany is resp for the preparation and fair presentation u:’thcsc financial Statements in
:nr..:ardmce with Nepal Financial Reporting Standards (NFRS). This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error; selecting and applying appropriate accounnng policies;
and making accounting estimares that are reasonable in the circumstances.

Auditer’s Responsibility

Qur responsibility is to express an opinion on these financial starements based on our audit. We conducted our nudit
in accordance with Nepal Standards on Auditing. Those Standards require that we comply with ethical requirements
and plen and perform the sudit to obtain reasonable assurance about whether the financial statements are fre m
material misstatement

An sudil involves performing procedures to obtain audit evidence about the amounts and disclosures’in the financial
statements. The procedures selected depend on our professional judgment, including the assessment of the risks of
material misstatement of the financial statements, whether fraud or error. In making those risk assessments. we
considered the internal control relevant to Company’s preparation and fair presentation of the financial statements in
order to design audit procedures that were appropriate in the circumstances, but not for the purpose of expressing an
opinion on the Company's internal control, An audit also includes evaluating the appropriateness of the accounting
policies used and the rm.sunablenu.c of accounting estimates made by the management, as well a5 evaluating the
overall pre: of the fi I
We believe that the audit evidence we ob\:amcj is sufficient and appropriate to prov ldr.- a basis for our opinion.

Opinion

ln‘:ﬁur opinion, the sccompanying financial statements give & wrue and fair view, in all material respecis the finan
position of Himalaya Urja Bikash Company Ltd. & on Ashadh 31, 2074, (July 15, 2017), and of the results of its
financial performance and its cash flows for the year then ended and in accordance with generally accepted
accounting principles and Companies Act 2063

Report on Other Legal and Regulatory Requirements
On the basis of our examination and explanations given to us, we would like to report thar:

i We have obtained all the information and explanations, which were considered necessary for the purpose for
our audit,
i Company has kept proper books of accounts as required by law, in so far gs it appears from our examination
of those books of account. However, it is not complied with NFRS.
ii. The Balance Sheet, Income Staiement, Statement of Cash Flows, Statement of Changes in Equity dealt with
by this report are in agreement with the books of account maintained by the Company.

iv During our examination of the books of acc 7, we have not come across the cases where
the Board of Directors or any member thereof or any representative or any office holder or any employee of
the Company has acted contrary to the provisions of law or caused loss or damage to the Company

A We have not come across any fraudulence in the accounts.

Place: Kathmandu For. Gyanendra & Associates

Chartered Accountanis

) /_\
dra 2
{\‘c\ & =t —
: ,ﬁ o=
. ; g Fg endra Subed], FCA \
r‘g K—/ F Proprietor |
. \ a
3
*

Date:

-

www.himalurja.com



I G- PaUdyal & ASSOCiatES 5th Floor, Tewa Tower

Teku, Kathmandu

Chartered Accountants Tel: 01-4233709

ICAN Regd. No.:307 Website:www.gpa.com.np

PAN:602785567 Email:ca.ghanashyam @gmail.com
Certificate No.: 12/75/76

Date: 18 Ashwin, 2075 (04 Oect, 2018)

TO WHOM IT MAY CONCERN

We hereby certify the Projected Financial Statements comprising Balance Sheet, Income Statement and
Schedules thereon for the Financial Years — 2075/76, 2076/77 and 2077/78 and Provisional Financial
Statements for the F/Y 2074/75 of Himalaya Urja Bikas Company Ltd. for the purpose of issue of Initial
Public Offering (IPO) on the basis of assumptions undertaken by the Management.

The assumptions and the projections have been prepared by the management of the company. The Board of
Directors (BOD) of the company are fully responsible for the reasonableness and appropriateness of the
assumptions undertaken and projected financial statements. We have assumed no responsibility for the
reasonableness and appropriateness of such assumptions in any way. Actual financial results may differ
from projected financial statements if assumptions considered for projection differs from actual transactions.
The assumptions shall be the part of the prospectus to be issued as per section 23 of the Company Act, 2063.

The assumptions for financial projection taken by the management are as follows:

e The company is constructing 19 MW hydropower projects named "Upallo Khimti 12 MW & Upper
Khimti [1 7 MW? located at Ramechhap district.

e The total estimated cost of the projects is Rs 3,146,374,000 including interest during construction upto
Chaitra 2075, Interest of Rs.64,872.500.00 from Baishakh to Ashadh 2076 has been charged to profit &
loss account.

s The company shall inject equity of Rs 990,000,000 and balance shall be financed by bank loans.

e The company has already signed Power Purchase Agreement (PPA) with Nepal Electricity Authority. The
revised Required Commercial Operation Date (RCOD) is 2075/12/01 for both projects. However, the
revenue generation will only start from 2075/12/31 for both project due to delay in construction of
transmission line by NEA.

e The penalty due to delay in project operation has not been projected, since the delay in project operation
is due to delay in construction of transmission line which is to be constructed by NEA.

¢ The revenue from power sales is calculated as per the contract energy table and rates prescribed as per
PPA as power generated is expected to be evacuated from 2076/01/01.

e The company is proposing to issue Initial Public Offerings (IPO) of Rs 99,000,000 to local people of the
project affected zone and of Rs. 148,500,000 to general public in 2075/76 which results to total paid-up
capital of Rs 990,000,000 including promoter's share in 2075/76. The amount collected from IPO shall be
utilized for project construction and repayment of loan.

b
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* No any additions of fixed assets have been projected. Depreciation has been projected at based on the life
of the Projects (30 years) of the assets as per company policy.

» Receivables have been projected for 2 months of the revenue amount.

* Dividends to be distributed have not been projected.

e Loan repayment has been projected on the basis of the loan agreement with the banks. Interest rate is
assumed to be 11%. Bank Charges have been projected at 0.25% of outstanding loan amount.

* Royalty expenses on electricity generation have been projected on the basis of PPA. ~

* Plant Operation Expenses and Admin expenses have been increased by 3% every year.

s Staff bonus has been projected at 2% of profit for every year as per Electricity Act.

e Income tax has not been projected as income from electricity sales is exempt from tax for first 10 years.

Again, the unaudited financial statements of F/Y 2074/75 are subject to change, if any by statutory audit.

o= A "a‘
Signature: PI\

Name of Chartered Accountant  : CA Ghanshyam Paudyal |« \
N /,\\ /

Partner \

ICAN REG. No. 1 356 (COP)
387 (Membership)
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ICRA Nepal Limited

Ref No: ICRAN/074/075/GRA/48
Date: June 22, 2018

Mr. Hari Prasad Pandey

Executive Chairman

Himalaya Urja Bikas Company Limited
Kathmandu, Nepal

Dear Sir,

Re: ICRA Nepal Grading of |PO Issue of 2,475,000 nos. Equity Shares to be issued by
alaya Urja Bikas Company Limited to the Public (“Initial Public Offer”’

Please refer to your mandate letter dated 18™ June 2017 for grading the Initial Public Offer of Himaiaya
Urja Bikas Company Limited. The Rating Committee of ICRA Nepal, after due consideration, has
assigned the “[ICRANP] IPO Grade 4”2 (pronounced ICRA NP IPO Grade Four) grading to the
captioned Initial Public Offer programme. This grading indicales below-average fundamentals.

In any of your publicity material or other document wherever you are using the above grading, it should
be stated as "[ICRANP] IPO Grade 4". We would appreciate if you can sign on the duplicate copy of
this letter and send it to us within 35 days from the date of this letter as a ioken of your confirmation
about the use of this letter. The rationale for assigning the above grading has been enclosed with this

letter.

This grading is specific 1o the terms and conditions of the proposed IPQ issue as was indicated to us
by you and any change in the terms or size of the IPO would require the grading to be reviewed by
us. If there is any change in the terms and conditions or size of the rated IPO, as above, the same
must be brought to our notice before the issue of the IPO. If there is any such change afler the grading
is assigned by us, it would be subject te our review and may result in change In the grading assigned.

ICRA Nepal reserves the right to suspend, withdraw or revise the above grading at any time on the
basis of new information or unavailability of information or such other circumstances, which ICRA
Nepal believes, may have an impact on the aforesaid grading assigned to you.

The grading, as aforesaid, however, should not be treated as a recommendation to buy, sell or hold
the Equity Shares to be issued by you. [f the issue graded, as above, |s not placed by you within a
period of 12 months from date of this letter communicating Faine, ihe same would stand

withdrawn unless revalidated before the expiry of 12 months.

And 990. for project affected local at

' Out of total issue 1 48'5 000 nos. fnr general public at Rs. 100 eac!
Rs 100 each.

2 IPO fundamentals arc graded on a ﬁve point scale from
(indicating poor fundamentals). For the Grading categori
better position within the Grading categories concerned.

- a2 :
Tel. : +977 “ﬁ(%iﬂ}lﬂﬂﬁw‘ Website : wwwicranepal com

Fax : +977 419530 Email ; info@icranepal.com

= dicating strong fundamentals) to Grade 5
Syl St sign of + (plus) indicates their rclative
=F aN

Regd. Office :
Sunrise Bizz Park - &th Floor,
Dillibazar , Kathmandu - 33, Nepal

www.himalurja.com




You are required to keep us forthwith informed of any developments (including any default or delay in
repayment -of interest or principal amount of any debt instruments/ borrowing or propasal for re-
schedulement or postponement of the repayment programmes of the dues/ debts) which may have a
direct or indirect impact on the grading assigned to the aforesaid IPO programme.

ilable ta it by

In determining the grading, ICRA Nﬂpal has relied on the information available/made 2
your company and ICRA Nepal does not guarantee the completeness or accuracy of such mfurrnanon
on which the grading is based

We thank you for your kind cooperation extended during the course of the grading éxercise. Should
you require any clarification, please do not hesitate to get in touch with us.

With kind regards,

Yours sincerely, @

For ICRA Nepal Limited ( 2

\(}1"‘“‘"“

e/

* 201‘\

N X . >

Rajib Maharjan

Kishor Prasad Bimali

Assistant Vice President Senior Analyst
Head-Rating Division

www.himalurja.com
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