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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF HOTEL FOREST INN LTD.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Hotel Forest Inn Limited (the “Company”), which comprise
the statement of financial position as at 16 July 2025 (32 Ashad 2082), the statement of profit or loss
and other comprehensive income and statement of cash flows for the year then ended and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 16 July 2025, and its financial performance and its 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 (NSAs). 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 Company in accordance with the ICAN’s
Handbook of Code of Ethics for Professional Accountants together with the ethical requirements that
are relevant to our audit of financial statements in Nepal, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the ICAN’s Handbook of the Code of Ethics
for Professional Accountants. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current 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 matter described below to be the
key matter to be communicated in our report.

S.
N

1 | Property Plant & Equipment: (Refer Note 5 of the financial statement)

Details of Key Audit Matters How to matters we are address in our Audit

Management  judgment significantly | We assessed the controls in place over Property,
influences the carrying value of property, | Plant, and Equipment (PPE), focusing on the
plant and equipment, including the | appropriateness of the capitalization process. Our
determination = of  depreciation  or | procedures included testing the capitalized costs,
amortization rates. Such judgment involves | evaluating the timeliness of capitalization, and
decisions on whether to capitalize or | examining the criteria applied for derecognizing
expense costs, the timing and extent of | assets retired from active use. We also reviewed
annual capitalization, and the application of | management’s judgments concerning the nature
assumptions and estimates for measuring | of capitalized costs, impairment considerations,
and recognizing assets retired from active | the realizable value of retired assets, and the
use. Given the materiality of these items to | determination of useful lives. Based on our
the Company’s balance sheet and the high | evaluation, we noted that management regularly
degree of judgment and estimation | reviews these judgments, and we did not identify
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involved, this matter has been identified as
a Key Audit Matter.

any material misstatements in relation to asset
capitalization or impairment.

Revenue Recognition: (Refer Note .17 of the financial statement)

We identified revenue recognition as a key
audit matter due to the significance of
revenue as a key performance indicator for
the Company and the complexity of the IT
systems and environment in which revenue
is recorded. Additionally, revenue
comprises a high volume of low-value
individual transactions, which increases the
risk of revenue being recognized before the
transfer of significant risks and rewards of
ownership to the buyer. This includes the
risk that the Company may retain
continuing managerial involvement or
effective control over the goods sold.

Revenue is measured at the fair value of the
consideration received or receivable, net of
trade discounts. It includes all income from
the Company’s ordinary activities and is
recorded net of Value Added Tax (VAT).

Our audit procedures to assess the recognition of
revenue included, among others, the following:

Assessed the appropriateness of the
Company’s accounting policies for revenue
recognition in accordance with NFRS 15
Revenue from Contracts with Customers, and
evaluated their compliance with the
applicable financial reporting framework.
Tested selected revenue transactions
recorded in the books to confirm alignment
with the Company’s stated revenue
recognition policies.

Evaluated the design and tested the operating
effectiveness of key IT application controls
and general IT controls relevant to the
revenue recognition process.

Reviewed the end-to-end sales process,
including assessment of segregation of

duties, automated steps, and manual
interventions to identify any control
deficiencies.

Performed analytical procedures, including
detailed analysis of revenue trends and
variances against expectations and historical
data.

Reconciled reported revenue with sales data
filed with tax authorities to validate the
completeness and accuracy of recorded
revenue.

Tested the timing of revenue recognition to
ensure it was consistent with the transfer of
significant risks and rewards in accordance
with the criteria set out in NFRS 15.

Based on the procedures performed, we
found that the Company’s revenue
recognition practices were consistent with
the applicable accounting standards and that
controls over revenue recognition were
operating effectively.

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

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

In preparmg the fmanclal statements, management is responsnble for asmsmg the Company’s ablllty to




going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with NSAs 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 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, intentional omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’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 the Company’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 Company to cease to continue as a going
concern.

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

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Entity to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the entity’s audit. We remain solely
responsible for our audit opinion.

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
As per the requirements of Section 115 of the companies Act, 2063 (First Amendment 2074), we further
report that:
o We have obtained information and explanations, which to the best of our knowledge and belief,
were necessary for the purpose of our audit.
o In our opinion, the Company has kept proper books of account as required by law so far, as appears
from our examinations of those Books.
o The financial statements are in agreement with the books of account.
prororshe best of our information and according to explanations given to us, the
¢o¥\Balance Sheet, Income Statement and Cash Flow, read together with




the notes forming part of the accounts give the information required by the Companies Act 2063
(Flrst Amendment 2074) in the manner so required and give true and fair view:
i.  Inthe case of Balance Sheet, of the state of affairs of the Company as at 32" Ashad 2082;
and
ii. Inthe case of Income Statement, of the results of operations of the company for the year
ended on 32" Ashad 2082; and
iii.  In the case of the Cash Flow Statement, of Cash inflow and outflow of Company for the
year ended on that date.

o Neither we have come across any of the information about the misappropriation of fund by the
directors or any of the representative or company’s staffs during the course of our audit nor have
we received any such information from the management.

¢ No accounting fraud has been observed during the course of our audit.

CA. Pm Kunwar

Proprietor

P. Kunwar & Associates
Chartered Accountants

Date: 2082.04.07
Place: Kathmandu
UDIN: 250814CA02189rvtqt
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The Board of Directors
Hotel Forest Inn Ltd.
Kathmandu, Nepal

Report on Examination of Prospective Financial Statements

We have examined the accompanying projected financial statements of Hotel Forest Inn Ltd. for
the financial years 2082/83 to 2086/87, in accordance with Nepal Standard on Assurance
Engagements 3400 (NSAE), “The Examination of Prospective Financial Information”, issued by
the Institute of Chartered Accountants of Nepal.

The preparation of the projected financial information, including the assumptions set out therein,
is the responsibility of the Company’s management.

These projections have been prepared as one of the prerequisites required by the Securities
Board of Nepal (SEBON) for obtaining approval to issue an Initial Public Offering (IPO) of the
Company'’s shares. The projections are based on a set of assumptions that include hypothetical
assumptions about future events and management actions that are not necessarily expected to
occur. Accordingly, users are cautioned that these projected financial statements may not be
appropriate for purposes other than those stated above.

Based on our review of the underlying assumptions, nothing has come to our attention that
causes us to believe that the assumptions do not provide a reasonable basis for the projections.
Further, in our opinion, the projected financial information has been properly prepared based on
the stated assumptions and is presented on a consistent basis with the historical financial
statements, using appropriate accounting principles.

Even if the events anticipated under the hypothetical assumptions occur, actual results are likely
to differ from the projections, as other anticipated events frequently do not occur as expected,
and such variations may be material.

We have not performed an audit of the projected financial information and, accordingly, we do
not express an audit opinion thereon. Due to the special purpose nature of this report, it may not
be used for any purpose other than assisting management in matters relating to the proposed
public offering of shares and is restricted to that purpose only. We assume no responsibility to
update this report for even Q'mestances occurring after the date of this report.

C
ASsg
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Chartered Accountants X2t /5672
UDIN: 251223CA02189VKVte
Kathmandu, Nepal
Date:2082/09/01
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