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The Board of Directors
Himalayan Bank Limited (HBL)
Kamaladi, Kathmandu,

Subject: Examination of revised Projected Financial Statements of Himalayan Bank Ltd.

We have examined the enclosed revised Projected Financial Statements of Himalayan Bank
Ltd ( HBL) for the projected financial years from 2081/82 to 2083/84 prepared by the
management of the company. Management is responsible for the preparation and presentation
of these revised financial projections including the assumptions set out in the enclosed Note
on which it is based.

HBL is in the process of Further Public Offering to meet regulatory requirements and has
already obtained approval from Nepal Rastra Bank for the issuance. Accordingly, a total of
9,250,469 additional shares are being offered to the public and the same has been incorporated
in financial projections for the current financial year. The net asset value per share as per
audited financial statements of FY 2080/81 is Rs. 169.11 whereas value per share as per
valuation report provided to us is Rs. 218.79. HBL has considered Rs. 157 per share as offer
price. The pricing and issuance are subject to SEBON’s approval. The revised projections as
aforesaid are prepared using a set of assumptions that include hypothetical assumptions about
the future events and management’s actions that may not necessarily occur. Consequently,
readers are cautioned that this projection may not be appropriate for purposes other than that
described above.

Based on our examination of the evidence supporting the assumptions, nothing has come to
our attention which causes us to believe that these assumptions do not provide reasonable basis
for the projection. Further in our opinion, the accompanying projections is presented in
conformity with the applicable accounting standards, and underlying assumptions provide a
reasonable basis for the management projection.

Even if the events anticipated under the hypothetical assumptions described above occur,
actual results are still likely to be different from the projections since other anticipated events
frequently do not occur as expected, and the variation may be material.

Anila@la, FCA

Partner

Sundar & Co.
Chartered Accountants
Date: 30" June 2025
UDIN : 250630CA00225u5RB2
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G- & G. Associates

Chartered Accountants

G- & G. Associates

Chartered Accountants

Branch Office

Report of Factual Findings in Connection with Agreed-upon
Procedures Assignment Related to Valuation of Share

To the Board of Directors of Himalayan Bank Ltd.

We have performed the procedures agreed with you and enumerated below with respect to the
valuation of share of Himalayan Bank Ltd. as at 1st Shrawan, 2081, set forth in the accompanying
schedules. Our engagement was undertaken in accordance with the Nepal Standard on Related
Services (NSRS) 4400, “Engagements to Perform Agreed-upon Procedures regarding Financial
Information” issued by the Institute of Chartered Accountants of Nepal (ICAN). The procedures were
performed solely to assist you in evaluating the validity of the valuation of share done by the
management and are summarized as follows:

1. We obtained and checked the requirement of Securities Board of Nepal regarding issuance of
Further Public Offerings in accordance with section 14 of Securities Registration and Issuance
Regulation 2073.

2. We obtained and checked the requirement of Securities Board of Nepal regarding
determination of premium in issuance of Further Public Offerings in accordance with section
25 Kha of Securities Registration and Issuance Regulation 2073.

3. We reviewed the methodology adopted by management in determining the premium price,
including the use of Net Asset Value (NAV), Price-to-Earnings (P/E) multiples, and other
applicable valuation approaches as included in Annexure 1.

4. We compared the assumptions used in the valuation with historical financial performance

and industry benchmarks.

We recalculated the valuation figures for mathematical accuracy.

We obtained explanations and supporting documentation for significant judgments and

estimates applied by management in the valuation process

Based on the procedures performed, we found no evidence to suggest that the information obtained

or the assumptions used by management in valuing the shares for the proposed Further Public

Offering (FPO) at a premium by Himalayan Bank Limited were unreasonable or inconsistent with the

supporting documentation. Accordingly, based on our examination, the price determined for the FPO

at a premium, in accordance with Section 25 Kha of the Securities Registration and Issuance

Regulation 2073, is NPR 157.43.

55
6.

Because the above procedures do not constitute either an audit or a review made in accordance with
the generally accepted auditing standards in Nepal, we do not express any assurance on the
valuation of share as at 1st Shrawan, 2081.

Had we performed additional procedures or had we performed an audit or review of the financial
statements in accordance with the generally accepted auditing standards in Nepal, other matters
might have come to our attention that would have been reported to you.

Our report is solely for the purpose set forth in the first paragraph of this report and for your
information and is not to be used for any other purpose or to be distributed to any other parties. This
report relates only to the valuation of share and items specified above and does not extend to any
financial statements of Himalayan Bank Ltd,, taken as a whole.

Anamnagar, Kathmandu - 29, Nepal

Branch Office

Other Matter

We had previously issued a report on a similar agreed-upon procedure dated June 03, 2025, which
reflected a price of NPR 169.11. This revised report has been issued following a revision in the
company’s net worth by the management, subsequent to the exclusion of goodwill and revaluation
reserve.

Head Office PAN: 301216742
Anamnagar, Kathmandu - 29, Nepal o +977-01-4102649
+977-071-415324

Kalikanagar, Butwal-11, Rupandehi © info@gandg.com.np

Head Office PAN: 301216742

o +977-01-4102649
+977-071-415324

Kalikanagar, Butwal-11, Rupandehi © info@gandg.com.np

Date: June 30, 2025 For G. & G. Associates,

Place : Kathmandu Chartered Accounta;

UDIN : 250630CA014497QHjq

ts
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RANJEEV &
ASSOCIATES

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT

To THE SHAREHOLDERS OF
HIMALAYAN BANK LIMITED

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of Himalayan Bank Limited
(‘the Bank’) and its subsidiary (‘the Group’), which comprise the Consolidated Statement of Financial
Position as at Ashadh 31, 2081 (July 15, 2024), and the Consolidated Statement of Profit or Loss, the
Consolidated Statement of Other Comprehensive Income, the Consolidated Statement of Changes in
Equity and the Consolidated Statement of Cash Flows for the year then ended, and notes to the
Consolidated Financial Statements, including a summary of significant accounting policies.

In our opinion, the accompanying Consolidated Financial Statements present fairly, in all material
respects, the Consolidated Financial Position of the Group as at Ashadh 31, 2081 (July 15, 2024) and its
Consolidated Financial Performance and its Consolidated Cash Flows for the year then ended in
accordance with Nepal Financial Reporting Standards [NFRS].

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing [NSA]. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the ethical requirements that are relevant to our audit of the financial statements in
Nepal. and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. We have determined the matters described below to be the key audit
matters to be communicated in our report:

['S.N. Key Audit Matters Auditor’s Response ]

1) | Interest Income:
The interest income of the bank has been | Our audit approach included a clear
recognized on accrual basis and follpwing the | understanding of the Core Banking System of
"Interest Income Guidelines 2019' issued by | the bank: i.e.. how the interest income is
NRB. The Guidelines specify the condition for | accrued daily regarding the loans and
collateral testing in case of the interest overdue | advances. Furthermore, we have relied on the
for 3-12 months and reversal of accrued interest | engineer’s valuation of the collateral for
on overdue for more than 12 months. determination of fair value regarding collateral
Furthermore, the guidelines specify conditions testing.
for collective impairment of the loan. Also. we have test checked the interest income

In case of improper application of the booking with manual computation and we did
guidelines and determination of the Fair Value | not find any deviation.
of the collateral, it imposes risk on the part of | Furthermore, we have test checked the haircut
interest income. Thus, we have considered it as | regarding collateral fair value as per the NRB
key audit matters. Income recognition guidelines.

! —

ot

Ranjeev & Associates, Chartered Accountants, Sanepa, Lalitpur, Nepal, E ranjeev.shrestha@gmail.com, T +977 9851072400




2)

Investment valuation, identification and
impairment:

Investment of the bank comprises of
investment in government bonds, T-bills,
development bonds and investment in quoted
and unquoted securities. The valuation of the
aforesaid securities has been done in
compliance with NFRS 9 and Directive number
8 of NRB Unified Directive 2080. The
investment in the government bond, NRB
bonds and T-bills has been done on Amortized
cost and rest have been valued through Fair
Value through Other Comprehensive Income.
The valuation of the investment requires
special attention and further in view of the
significance of the amount of the investment in
the financial statement the same has been
considered as Key Audit Matters in our audit.

Our audit approach regarding Investment of
the bank is based on the NRB Directive and
NFRS issued by the Accounting Standard
Board of Nepal.

For the investment valuation that are done at
amortized cost, we checked the EIR and
amortization schedule on test basis.

For the investment valued through OCl i.e., for
quoted investment, we relied on the Last
transaction price in NEPSE as on July 15,2024
and for the unquoted investment the fair value
has been taken as NRs.100. Further, the
income and bonus have been cross verified
from the Demat statement of the bank
wherever applicable.

3)

Impairment of Loans and Advances:

As per NFRS 9 (carve-out issued by ICAN),

bank shall measure impairment loss on loans

and advances at the higher of:

- Amount derived as per norms prescribed
by NRB for loan loss provisioning and;

- Amount determined as per para 5.5 of
NFRS 9 adopting the incurred loss model.

As per the norms prescribed by the NRB,
provision at the prescribed rate shall be created
on the loans and advances based on overdue
status of loans and advances as well as
utilization status of the facility, status of the
security etc.

As per NFRS 9, impairment of loans and
advances should be made on individual
impairment basis for loans and advances that
are individually significant and collective
impairment for homogeneous groups of loan
that are not considered individually significant.

On individual impairment, amount of the loss is
measured as the difference between asset's
carrying amount and present value of the
estimated future cash flows.

Under collective  impairment, loss is
determined after taking into account the
historical loss experience in portfolios of
similar credit risk and management's
experienced judgement as to whether economic
and credit conditions are such that actual level
of inherent losses at the reporting date is likely
to be greater or less than suggested by historical
experience.

Our audit approach included reviewing the
overdue status of loans and advances by
obtaining data from the system and matching
the same with NRB 2.2 report.

Sample credit files were reviewed for the
purpose of assuring the utilization of loan &
advances for the intended purpose, account
movement and account turnover.

We have also assessed the expected future cash
on the loans and facility, flows on the basis of
the realizable value of collateral securities
based on the management estimate from the
individually significant loans and advances
with the indication of the impairment of the
assets. Similarly, homogeneous group of loans
were assessed on the basis of nature and
purpose of loans and data of historical loss
experience in the portfolios were assessed on
the basis of the past due date from the system as
well as data of loan loss provision of the
defined group in the past.

2
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Given the fact that the impairment of loans and
advances under incurred loss model require
assessment of future cash flows as well historic
loss experience of portfolios and also the
impairment of loan loss under NRB norms
require assessment of overdue status of loans
and advances and proper utilization of loans for
intended purpose. Hence assessment of
availability and accuracy of required data for
impairment of loans and advances under
incurred loss model as well as under NRB
provisioning norms is regarded as a key audit
matter.

4)

Information Technology:

Since most of the information of the bank is
digitally stored and transactions are carried out
digitally/ electronically in today’s scenario, we
have considered the information technology

Our audit process included, but was not limited
to, gaining an understanding of and evaluating
the bank's digital infrastructure, assessing
management's risk awareness, and reviewing

cybersecurity controls.  Additionally, our
procedures  involved testing application
controls, verifying system-generated key
financial reports, and conducting inquiries
regarding data migration, regular system
updates, and user awareness of digital risks.

status of the bank as our key audit areas.

Also, we have verified the interest income and
expense recording regarding loan and deposit
on test basis with the Core Banking System of
the bank.

We have verified the provisioning of the loan
and advances based on ageing on the test check
basis as on 15.07.2024.

Other Matter

We did not audit the Financial Statements and Other Financial Information of the Subsidiary namely,
Himalayan Capital Limited, Himalayan Securities Limited, and Himalayan Laghubitta Bittiya Sanstha
Limited. The Financial Statements and other Financial Information have been audited by other auditor
whose report has been furnished to us by the management. Our opinion on the Financial Statements so
far as it relates to the accounts and disclosures included in respect of the subsidiary is based on the report
of the other auditor.

The auditor’s report is intended solely for the intended users, and should not be distributed to or used by
other parties.

Other Information

Management is responsible for the preparation of other information. The other information comprises
the information included in the Annual Report of the Group such as the Chairman’s Report, Director’s
report etc. but does not include the Consolidated F inancial Statements and our auditor’s report thereon.
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Our opinion on the consolidated financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon. Our responsibility is to read the Other
Information and, in doing so, consider whether the Other Information is materially inconsistent with the
Consolidated Financial Statements, or our knowledge obtained in the course of our 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.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with NFRS, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of Consolidated Financial Statements

Our objectives are to obtain reasonable assurance whether the financial statements as a whole are free
from material misstatement, whether caused 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 NSAs will always detect a material misstatement when it exists.

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

= Identify and assess the risks of material misstatement of the financial statements, whether due to

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

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

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

= Conclude on the appropriateness of management’s use of the going concern basis of accounting

and based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on Group’s ability to continue as going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to related disclosures in the financial statements or, if such disclosure is inadequate, to
modify our audit 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 Group to cease
as a going concern.

.
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Evaluate the overall presentation, structure and content of the consolidated financial statement,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient and appropriate audit evidence regarding the financial information of the
Group to express an opinion on Consolidated Financial Statements.

We communicate with those charged with governance, regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

We have determined to communicate following matters in accordance with the requirements of NRB
Directives, Companies Act 2063, BAFIA 2073 and other regulatory requirements: -

il

We have obtained all the information and the explanations which, to the best of our knowledge
and belief, were necessary for the purpose of our audit.

Based on our audit, proper books of accounts as required by law have been kept by the Bank.

The Consolidated Statement of Financial Position, the Consolidated Statement of Profit or Loss,
the Consolidated Statement of Other Comprehensive Income, the Consolidated Statement of
Cash Flows, and the Consolidated Statement of Changes in Equity dealt with by this report are
in agreement with the books of accounts maintained by the Bank.

Returns received from the branch offices of the Bank were adequate for the purpose of our audit
though the statements are not independently audited.

The capital fund, risk bearing fund and the provisions for possible impairment of assets of the
bank are adequate considering the Directives issued by Nepal Rastra Bank.

In our opinion and to the best of our information and according to the explanations and from our
examination of the books of accounts of the Bank, we have not come across any case where the
Board of Directors or any office bearer of the Bank have acted contrary to the provisions of law,
or committed any misappropriation or caused any loss or damage to the Bank and violated
Directives issued by Nepal Rastra Bank or acted in a manner, as would jeopardize the interest
and security of the Bank, its shareholders and its depositors.

The business of the Bank has been conducted satisfactorily and operated within its jurisdiction
and has been functioning as per NRB Directives.
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CA. Ranjeev Shrestha J

Proprietor

Ranjeev & Associates
Chartered Accountants

Date: December 16, 2024
Place: Kathmandu

UDIN: 241217CA00494CrCsl
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