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Balephi Hydropower Limited referred as Company One and Yambling Hydropower Limted referred

as Company Two

The Parties have entered into the Transmission Line Ownership Sharing Agreement dated 11th Aswin, 2078

(hereafter referred as "Principal Agreement”) in relation to the construction, ownership, operation and

maintenance of 132 kV single circuit transmission line and substation at Lamosanghu;

2. Payment Plan for Transmission Line Ownership Sharing Arrangement

2.1 In respect of the ownership payment payable by Company Two to Company One pursuant to Clause 7.1
of the Principal Agreement, Company Two shall make monthly installment payments of NRs. 15,00,000/-
(Nepali Rupees Fifteen Lakhs Only) from the date of execution of this procedure until the total
outstanding amount is fully settled.

2.2 In the event Company Two receives significant revenue from a single source, including but not limited to
proceeds from an Initial Public Offering (IPO), debt financing, or a significant power sale, Company Two
shall immediately settle the entire remaining outstanding balance under this Clause. Such settlement shall
be made in one lump sum payment within fifteen (15) days of such receipt, and such payment shall be a
first priority obligation against the proceeds received.

2.3 Any installment payments already made by Company Two prior to the execution of the Procedure have
been duly credited and adjusted against the total outstanding.
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2.4 To secure the payment obligations, Company Two shall provide Company One with one or more post-
dated cheque(s) covering the full outstanding balance as of the date of execution of this Procedure.

2.5 The post-dated cheque(s) shall be immediately released and returned to Company Two upon full and final
settlement of all outstanding amounts.

2.6 Upon receipt of payment in accordance with this Joint Working Procedure, Company On...

If any part of the bill/invoice is disputed, the Verifying Party shall notify the Invoicing Party in writing
within seven (7) days of receipt, clearly specifying the items and reasons for dispute.

3. Shared Costs

3.1 In accordance with the provisions of the Principal Agreement, the following costs and any other related
costs not expressly mentioned herein but stipulated in the Principal Agreement shall be shared
proportionately between Company One and Company Two

3.1.1 Transmission Line Related Costs:

i) Repair and maintenance of the transmission line;
ii) Payment of insurance premiums;
iii) Security arrangements, including salaries and benefits of security personnel or patrolling staff,

3.1.2 Substation Related Costs:

i) Expenses relating to the testing and commissioning of the substation;
ii) Repair, maintenance, and operational expenses of substation equipment and facilities.
3.1.3 Land and Site Security Costs:
i) Maintenance and security of the land and premises at the Lamosanghu substation site;
ii) Salaries, wages, or allowances of human resources engaged for such maintenance and security.

5. Procedure Regarding Plant Shutdow

5.1 In the event a party requires a shutdown of the other party's plant, it shall submit a formal written request
at least one (1) month in advance, unless a justification is provided for a shorter notice period. Such
request shall be submitted through the official communication channel agreed between the Parties.

5.2 The shutdown shall only proceed upon written acceptance by the other Party.

5.3 The requesting Party shall, prior to the shutdown, pay in advance an estimated amount equivalent to the
expected revenue loss of the other Party except in cases where the shutdown is required for maintenance
of the jointly used transmission line and its components.

5.4 Upon completion of the shutdown, the actual loss amount shall be calculated and certified by
representatives of both parties. If the actual loss exceeds the advance paid, the requesting Party shall pay
the difference. If the actual loss is less, the excess shall be refunded or adjusted between the Parties.

6. Procedure Regarding Transmission Line Loss Sharing

6.1 The determination and allocation of transmission line loss shall be governed by the understanding reached
between Upper Balephi 'A' Hydropower Project and Nepal Electricity Authority (NEA) during the
Coordination Committee (CC) meeting held on 2080/12/23

7. Procedure Regarding Meter Reading

7.1 The Parties shall employ reasonable measures to minimize costs associated with meter reading.

7.2 The costs associated with meter reading shall be borne by the Party whose staff performs such reading.
Each Party shall be solely responsible for payments to its own employees or agents conducting the
reading.
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Lending Bank

NMB Bank Ltd will swap the credit facilities of the Yambaling Khola Hydropower Project
However, over time, other Banks and financial Institutions may be allowed to participate in
financing the project under the consortium, with the maximum consortium term loan limit set at
NPR 1,182.21 million, but not exceeding 70% of the total project cost. A supplementary agreement
will be executed if required.

The Lending Bank will arrange to deposit the amount in the Current Account of the Borrower
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maintained with the Bank on the day of drawdown during banking hours on which the drawing is
intended by the Borrower for swap purpose.

Lending Bank shall provide Bridge Gap Loan against IPO of NPR 193,431,000 (Nepalese Rupees
One Hundred Ninety-Three Million Four Hundred Thirty-One Thousands Only) to swap loan
availed from other Banks and Financial Institutions The loan shall be repaid/settled either from
injection of equity/promoters loan or upon realization of IPO proceeds. However, the validity of
BGL shall be restricted maximum up to 9 months from its initial disbursal

» Bank Guarantee of NPR 300K for issuance of Exim code from Custom Office or any other
related with the project.

» The Lending Bank shall arrange to issue Letter of Credit and Bank Guarantee.

Purpose of Credit Facilities

The Borrower shall utilize the credit facilities to settle the loans availed from other Banks and
Financial Institutions to develop and construct Yambaling Khola Hydropower Project (7,270 kW)
located at Jugal Rural Municipality of Sindhupalchowk district in Bagmati Province of Nepal. The
bank guarantee facility shall utilize to obtain EXIM code to import equipment and parts of the
hydropower project.

The Borrower shall utilize the Cash Credit facility for NEA's receivables management & other cash
management for one year on renewable basis The facility shall be provided by the Bank only after
the commercial operation.

Security

The credit facilities will be secured against the following (collectively called "collateral™);

1. First legal charge by way of a registered mortgage over all fixed assets, both present and future
owned by the Borrower, weather financed by the Bank or not. In the case of lease of land, the
Borrower shall provide the bank with charge over the lease agreement.

2 First legal charge over all current assets, both present and future, owned by the Borrower whether
financed by the Bank or not

3. Internal Loan Deed/Promissory Note to be signed by the Borrower covering entire exposure.

4. Unconditional and Irrevocable Charge on the PPA signed between NEA and the Borrower for
supply and delivery of energy produced from the project.

4.1 The Bank shall request NEA to transfer the PPA in its favor upon occurrence of one or all of
the following events:

Failure to repay the interest/loan as agreed

Breach of terms and conditions, covenants as agreed

Non-adherence to terms and conditions and/or rules and regulations outlined by the Government of
Nepal, Ministry of Energy, Water Resources and Irrigation

4.2 The Lending Bank, at its discretion, is authorized to further transfer the Power Purchase
Agreement, Generation License and other project permits/ Licenses to any other
individual/firms/companies.

5 The Borrower shall make an arrangement that NEA shall make payments for the energy
(electricity) purchased from the above mentioned Hydropower Project directly to the Lending Bank
on a periodic basis as agreed in the PPA, which amount shall be deposited in an ESCROW account
maintained with the Lending Bank

6. First Charge over receivables from NEA to the Bank.

7 Assignment of Generation License in favor of the Bank.

8. Assignment of Project Guarantees (ie. any performance or financial guarantees issued in the
favor of the project by the contractors, suppliers etc.) in favor of the Bank.

TERMS & CONDITIONS

A. Interest

1. Fixed interest rate on Term Loan and Bridge Gap Loan against IPO shall be charged at 8.25% for
a period of 10 years and 9 months respectively, interest will be calculated on a daily basis on the
outstanding debt balances under the facility and charged to the debit of the Borrower's account. The
interest rate shall be payable on a quarterly basis on Ashad, Ashwin, Poush and Chaitra End of
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Nepali calendar The interest rate of 8.25% shall be charged on Cash Credit facility for a year. The
interest rate on Cash Credit facility shall be reviewed on next renewal

B. Commission

Commission on issuance of the Bank Guarantee shall be 0.35% per quarter or minimum NPR
2.000.00 per quarter

C. Cash Margin

Cash Margin of 5% of the value of the LCs and Guarantees shall be placed in a non-interest bearing
margin account with the Lending Bank

Repayment

The Term Loan of NPR 1,182,210,000 (Nepalese Rupees One-Billion One-Hundred Eighty-Two
Million Two Hundred Ten Thousands only) shall be repaid quarterly over a period of 15 (Fifteen)
years starting from Poush 2081 to Ashwin 2096 B.S

The Bridge Gap Loan against Initial Public Offerings (IPO) facility shall be repaid within 9 months
from its disbursal

The repayment schedule is in the annexure

The Cash Credit facility to be facilitated by the Bank, shall be reviewed every year.

Prepayment

1. Prepayment/s & Swapping of the Term Loan from other than the project cash flow shall be
allowed subject to a prepayment charge of 2% flat of the amount prepaid.

2. Prepayment/s made out of the excess/surplus cash flow from the revenue and/or injection of
additional equity from existing shareholders or fund received from the Initial Public Offering and
Government VAT refund shall be allowed without any prepayment charge.

3. The Borrower shall notify the Bank in writing at least 30 days in advance of its intention for
prepayment specifying the amount of prepayment and the date thereof. The Borrower shall on the
date of the prepayment arrange to make the funds available to the account maintained with the
Bank for the prepayment of the loan.

4. Any written notice given by the Borrower on prepayment shall be irrevocable, wherein Borrower
is bound to abide by. In the event of failing to prepay the amount on the date, the Borrower shall be
bound to pay penal interest of 1% over and above applicat interest rate on the prepayment amount,
notified in writing by the Borrower, up to the actual prepayment date.

5. The amount of prepayment/s shall be in multiples of NPR 5 million.

6. Prepayment/s shall be applied to the scheduled repayment plan in the reverse order

7 Amounts prepaid cannot not be redrawn.

Penal Interest

Penal interest of 2% pa shall be levied on any arrears or in case of occurrence of any Event of
Default as laid down in Article V of this Agreement.

Loan Arrangement Fee

A nonrefundable Loan Arrangement Fee of 0.5% on the Term Loan, Bridge Gap Loan against IPO
and Cash Credit shall become due for payment on the date of signing of this Loan Agreement. Loan
arrangement fee is nonrefundable even if the loan is not disbursed due to whatsoever reason. The
Loan Arrangement Fee is non-refundable and non-claimable in any of the circumstances except if
the Bank fails to continue with the credit facilities despite the Borrower fulfilling all the credit
terms and pre-conditions of the drawdown of the loan facilities as per the Sanction Letter/Loan
Agreement(s) Renewal charge on cash credit facility shall be charged as per standard tariff of
charges (STC) published by the Bank

Insurance

The Borrower shall insure under full value of entire assets/properties, wherever situated, forming
part of the collateral with an insurance company/companies acceptable to the Bank. The insurance
policy/ies shall be endorsed in favor of the Bank.

The risks to be covered, apart from those usual for companies carrying on a business such as that
carried by the Borrower and the companies/institutions under its control, shall include as
applicable:
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Fire (including caused by electrical Strike and Riot

Mal-function, lightning etc.) Fidelity

Earthquake, Fire Shock Terrorism

Storm Tempest, Typhoon Landslide

Hurricane, Flood & Inundation Explosion

Malicious Damage Local/Foreign Debris Clearance

Third Party Insurance Foreign Debris removal from floods/land/slides

1. The insurance policy/ies shall meet the requirements stated in the PPA executed between

NEA and the Borrower and shall comprehensively cover all assets forming part of the security as
under

Under Post Construction Phase

(a) All assets forming part of the security against fire, all natural perils, including earthquake shock,
burglary, flood, landslides, machinery break down, riot and terrorism and consequential loss (loss
of profit/revenue) including the risks of any other description as appropriate.

If due to the adverse market conditions and beyond control of the Borrower, particular insurance
coverage policy is not available, the Bank may give waiver for the same at the request of the
Borrower

2. The Borrower shall promptly renew the policy/ies before maturity and submit the endorsements
and premium paid receipts for such renewals. If the Borrower fails to insure or renew such
policy/ies within 5 working days prior to the expiry date of the insurance, the Bank reserves the
right to insure or renew and pay the premium by debiting the Borrower's account with the Bank.

3. The original insurance policy (ies)/renewal endorsements along with the premium paid receipt/s
shall be lodged with the Bank

4. All insurance premiums/charges and other associated costs shall be borne by the Borrower.

5. The Lending Bank shall be entitled to realize the policy claim money from the Insurance
Company/companies and the Borrower agrees that the Bank be considered as their irrevocable
attorney and the Borrower shall not be entitled to realize the policy claim money from the
Insurance Company/Companies themselves. All claim money and/or advance money realized under
the Insurance Policy shall be directly deposited in the account maintained with the Bank.

6. The Bank shall have the absolute right to adjust, settle or, compromise with or without reference
to or consent of the Borrower, any dispute in connection with or arisen under policy of insurance
and any of the assured and such act of the Bank shall be valid and binding of the Bank to recover
its dues from the Borrower

7. Any change in the Insurance Policy shall be incorporated with prior permission of the Bank

8. The Bank has the right to add additional insurance coverage including Advance Loss of Profit as
deemed required for the project to mitigate the risks of the project and its cash flow during the
construction and post construction phase to be decided in future by the Bank in consultation with
the Borrower

Share Transfer

None of the promoter/shareholders of the Borrower shall be allowed to transfer or sell their shares,
partly or wholly, prior to obtaining written approval from the Bank

Likewise, the Borrower shall not include any additional shareholder, preferential as well as
ordinary through dilution of shares by the existing shareholders, without first obtaining written
approval from the Bank.

An Undertaking from shareholders for not to seli/transfer their share without prior consent of the
Bank, shall be secured

Any decrease in ownership % of the Board of Directors or Personal Guarantors and Change in the
Board of Directors needs prior approval from the Lending bank. The Bank will have the right to
call back the facilities or revise financing terms and conditions in case of breach of this covenant.
Conditions Precedent to Drawdown of the Funded and Non Funded Credit Facilities

The Term Loan shall be disbursed subject to the Borrower complying with the following
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1. Obtaining and submission of all required Approvals/Licenses from concerned Governmental
Authorities and Non-Governmental Agencies for 7,270 kW capacity; primarily as under
Connection Agreement & PPA with NEA for 7,270 kW in the name of the Borrower Generation
License for 7,270 kW in the name of the Borrower. The licensed area should cover all the project
structures that are finalized during the detail design and will be constructed/ implemented at the
project site.

Submission of approved Initial Environment Examination (IEE) & Revised IEE (for 7,270 kW) for
the Project.

Approval from Forest Department and Gaurisankhar Conservation Area as appropriate for using
land that falls under the ownership of community and Conservation Area for construction of any of
project structures and transmission line, if any

Letter from NEA regarding the Commercial Operation Date

2. Submission of required insurance policies along with the premium paid receipts

3. The Borrower, without the pre-fact approval from the Bank, cannot transfer the Licenses and
PPA of the Project to any third parties. In case unilateral transfers by the Borrower is noted the
Events of Default shall trigger, and the Bank reserves unconditional rights to cancel the entire
outstanding credit facilities and future commitments extended to the Project/Company The
outstanding loans to be repaid in full within 30 days of such recall of facilities, failure to which can
call the recovery actions including the enforcement of securities provided to the Bank.

4. The change in the shareholding structure of the principal shareholders (shareholders holding
above 5% shares and personal/corporate guarantors) of the Project Company providing the
Personal/Corporate Guarantees shall not be allowed. Unless the Bank agrees in writing, in case of
such change, the breach can trigger Events of Default

5. Completion/execution of Facilities/Loan Agreement including all security documents in favor of
the Bank, in the format acceptable to the Bank.

6. Submission of a certified true copy of a resolution of the Borrower's Annual General
Meeting/Special General Meeting and Board of Directors to borrow the loans as detailed under
Section 1.03 of this Agreement from the Bank against the securities as detailed under Section 1.05
of this Agreement.

7. Submission of the shareholders' register book and directors' register book of the Borrower
Company acceptable to the Bank duly certified by the Office of the Company Registrar.

8. Submission of latest audited financial statement of the Borrower including firm(s) company(s)
which are shareholders of the Borrower

9. Payment of all fees mentioned in this Loan Agreement.

10 Satisfactory CIC report of the Project Company's Directors and Personal/Corporate Guarantors
11. An irrevocable undertaking from the Board of the Borrowing Company guaranteeing the timely
maintenance/ rehabilitation of the project and that the promoters of the project Company will inject
required equity irrespective of their shareholding in the form of cash for financing the maintenance/
rehabilitation due to whatsoever reasons.

12 Submission of a letter from/to NEA to make payment for the energy (electricity) purchased from
this hydropower project directly to the Bank

13 Submission of the Advance Payment Guarantee and/or Performance Guarantee from any future
contractors, as per the contract agreements.

14 The Borrower should provide the valid credit rating from rating agencies prior to
swap/disbursement.

15. Submission of authenticated documents confirming the shareholding structure.

16. Written commitment from the Borrower regarding timely intervention in the maintenance/
modifications in the project components, and the plant as a whole, as listed as suggestions in the
Field Visit Report (December 2024) of the Bank.

Financial Information

1. The Borrower shall provide audited financial statements within 6 (six) months of the close of a
financial year and provisional financial statements within 3 (three) months of the close of a
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financial year to the Bank

A Report or order or directive issued pursuant to Electricity Act in force or Rules made there under
or any such directives or notifications issued under the Act and/or the Rules by the concerned
authorities, and

A Copy of the minutes of coordination committee constituted pursuant to the PPA defined herein

2. A copy of annual management letter prepared by the Borrower's auditors/consultants, for the
relevant financial year which letter shall (A) assess the Borrower Company's (1) compliance with
prevailing laws, rules and regulations of Nepal (2) adherence to the Borrower Company's internal
procedures and (3) compliance with the terms and conditions of any agreement to which the
Borrower Company is a party, including without limitation to this Agreement and (B) comment on
the Borrower Company's accounting and management information systems, internal control
mechanisms, adequacy of insurance coverage, usage of Facilities under this and any other
agreement and any other relevant matters.

3. The Borrower shall also submit any other information relating to its business and financial
conditions or any other information as may be requested/required by the Bank from time to time. In
addition, the Borrower shall submit an annual E&S Performance Report to the Lending Bank in the
specified format within 60 days following the end of each financial year for the duration of the loan
Dividend

Balance with the Bank for repayment of at least 2 (two) quarterly installments and 6 (six) months
The Borrower shall inform the Bank about its intention to declare/distribute dividend. during the
maintained with the Bank wherein 2% of the monthly sales is to be deposited in each reserve
interest. In addition, a maintenance reserve account and debt service reserve account is to be
account every month which is to be maintained throughout the loan tenure. The amount shall be
used for maintenance of the project and to meet urgent requirements of funds in emergency.
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Report on Examination of Prospective Financial Information
of
Yambaling Hydrgpower Limited.

We have reviewed the projected financial statements of Yambaling Hydropower Limited for the
period from Shrawan 01, 2082 to 31 Aashadh 2087 in accordance with the Nepal Standard on

“ Assurance Engagement 3400, “The Examination of Prospective Financial Information”, issued by
the Institute of Chartered Accountants of Nepal.

The preparation and presentation of the projection including the underlying assumptions to the
prospective financial information is the responsibility of the management. Our responsibility is
to examine the evidence supporting the assumptions and other information in the prospective
financial information. Our responsibility does not include verification of projections. Therefore,
we do not vouch for the accuracy of the same.

This projection has been prepared as one of the pre-requisites of Security Board of Nepal (SEBON)
for approval to issue initial offering (IPO) of shares of the Company. The projection has been
prepared under Generally Accepted Accounting Principles (GAAP) using set of assumptions that
include hypothetical assumptions about future events and management’s actions that are not
necessarily expected to occur. Consequently, users are cautioned that this projection may not be
appropriate for purposes other than that prescribed above.

We have carried out examination of the prospective financial information on a test basis. 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 a reasonable basis for
the projections

The company’s historical financial statements for the year ended Aashadh 31, 2082, on which
certain information in the prospective financial information is based, received a qualified opinion
from the Auditor in their independent auditor’s report dated 2082.09.03. The qualification
related to the reasonableness of certain significant accounting estimates and judgements made by
management. Our assurance conclusion on the prospective financial information in this report is
provided in the context of this qualification on the underlying historical financial information.
Users are advised to consider the detailed disclosures in the aforementioned auditor’s report when
assessing the historical basis for the prospective financial information.

Further in our opinion the projection is properly prepared on the basis of the assumptions to the
Prospective Financial Information and on a consistent basis with the historical financial
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statements, using appropriate accounting principles. Even if the events anticipated under the
hypothetical assumptions described above occur, actual results are still likely to be different from
the projection since other anticipated events frequently do not occur as expected and the variation

may be material.

For S.D.& Associates
Chartered Accountantsc.; -
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Partner
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Date: December 19, 2025
Place: Kathmandu, Nepal




Head Office PAN: 301216742

G & G Anamnagar, Kathmandu - 29, Nepal o +977-01-4102649
. . +977-071-415324

Branch Office
Chartered Accountants Kalikanagar, Butwal-11, Rupandehi | © info@gandg.com.np

Independent Auditor’s Report

To The Shareholders of Yambling Hydropower Company Limited

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of Yambling Hydropower Company Limited, which comprise of statement of
financial position as at 31" Aashadh 2081 ( Corresponding to 15 July 2024), statement of profit or loss, statement of other
comprehensive income (OCI), statement of cash flows, statement of changes in equity and Schedules for the period
covering |* Shrawan 2080 to 31 Aashadh 2081 ( Corresponding to 17 July 2023 to 15 July 2024) and Notes to financial
statement, including Summary of accounting policies.

In our opinion, except for the effect of the matters described in the Basis for Qualified Opinion section of our report, the
accompanying financial statements present fairly, in all material respects, the financial position of Yambling Hydropower
Company Limited as at 15 July 2024 and of its financial performance and its cash flows for the period covering 17 July
2023 to 15 July 2024, in accordance with Nepal Financial Reporting Standards (NFRS).

Basis for Qualified Opinion

As disclosed in Note 2.2.5 to the financial statements, the management has revised the profit estimates under IFRIC 12 in
the current year by considering a profit margin of 3%, whereas it was previously considered as 0%. This revision has resulted
in the recognition of a profit of NRs 6,764,119 in the current year's financial statements and the adjustment of NRs
42,492,174 directly to equity. However, the management did not recognize the profiton IFRIC 12 in the financial statements
of prior years.

In our view, the lack of recognition of profit in prior years constitutes a misstatement of those financial statements, and the
adjustments made in the current year do not fully rectify the error in accordance with Nepal Financial Reporting Standards.
Consequently, the opening balances for the current period may not be appropriately stated, and comparative information
has not been restated, as required by applicable financial reporting framework.

Furthermore, we were unable to obtain sufficient appropriate audit evidence (SAAE) regarding the basis and assumptions
used by the management for the changes in estimates related to the application of IFRIC 12. As a result, we could not
determine whether any further adjustments to the current year's financial statements might be necessary.

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 Financial Statements section of our report. We are
independent of Yambling Hydropower Company Limited in accordance with the Institute of Chartered Accountants’ of
Nepal (ICAN) Handbook of Code of Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements 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 qualified opinion.

Emphasis of Matter- Rectification of previous year error

We draw attention to Note 29 of the Notes to Account, which describes the effect of restatement of previous year figures
previously recognized as expense to intangible assets. Our opinion is not modified in respect of this matter.

Other information

The directors are responsible for the other information such as “Report of Board of Directors/ Chairman’s statements” to
be presented in the “Yambling Hydropower Company Limited” Annual Report and Accounts for FY 2080/81 (2023-24).
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Our opinion on the Financial Statements does not cover those other information and, accordingly, we do not express any
form of assurance or conclusion 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
during the course of our audit or otherwise appears to be materially misstated. As the other information documents are in
the process of completion, the management has provided written representations that final version of the documents will be
provided when available.

Responsibilities of Management and those charged with Governance for the Financial Statements

The management is responsible for the preparation and fair presentation of the financial statements in accordance with
Nepal Financial Reporting Standards (NFRS), 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 error.

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

Those charged with governance are responsible for overseeing the 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 (o 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 judgement and maintain professional skepticism
throughout the audit. We also:

® Identify and assess the risks of material misstatements of the financial statements, whether due to fraud or error. We
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 from one resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentation, 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 entity’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 the 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 disclosure in the financial statements or, if such
disclosure are inadequate, to modify our opinion. Our conclusion are based on the audit evidences obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Company to cease as a going concern.
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e 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.

We have communicated 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 the Other Legal & Regulatory Requirements

As per the requirements of Section 115 of the Companies Act, 2063 (First Amendment 2074), we further report that:

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

b) 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

¢) The financial statements are in agreement with the books of account.

d) In our opinion and to the best of our information and according to the explanation given to us, the financial
statement the said Financial Position, Statements of Profit or Loss and Cash Flow Statement, read together with
the notes forming part of the accounts give the information required by the Companies Act 2063 (First Amendment
2074) in the manner so required and give a true and fair view except the matters disclosed in basis for qualified
opinion:

i. In the case of Statement of Financial Position, of the state of affairs of the Company as at 31* Aashadh,
2081; and

ii. In the case of Statement of Profit or Loss, of the results of operations of the Company for the year ended
on 31* Aashadh, 2081: and

iii. In the case of the Statement of Cash Flows, of Cash inflow and outflow of Company for the year ended on
that date.

e) 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.

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

For G. & G. Associates,
Date: 2081.08.28 Chartered Accountants
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Partner
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Independent Auditor's Repert

To The Shareholders of Yambling Hydropower Company Limited

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of Yambling Hydropower Company Limited, which comprise of
statement of financial position as at 32" Aashadh 2082 ( Corresponding to 16 July 2025), statement of profit or
loss, statement of other comprehensive income (OCI), statement of cash flows, statement of changes in equity
and Schedules for the period covering 1% Shrawan 2081 to 32" Aashadh 2082 ( Corresponding to 16 July 2024
to 16 July 2025) and Notes to financial statement, including Summary of accounting policies.

In our opinion, except for the effect of the matters described in the Basis for Qualified Opinion section of our
report, the accompanying financial statements present fairly, in all material respects, the financial position of
Yambling Hydropower Company Limited as at 16 July 2025 and of its financial performance and its cash
flows for the period covering 16 July 2024 to 16 July 2025, in accordance with Nepal Financial Reporting

Standards (NFRS).

Basis for Qualified Opinion

As disclosed in Note 2.2.5 read with Note 29 to the financial statements, the management has revised the profit
estimates applied under IFRIC 12 — Service Concession Arrangements during the current year by adopting a profit
margin of 9%, whereas in earlier periods the profit margin was considered at 0% and subsequently revised to 3%
in the immediately preceding year. As a result of the current year revision, an amount of NRs. 98.512.586 has

been adjusted directly to reserves/equity.

However, the management has not recognized the related profit attributable to IFRIC 12 in the financial statements
of prior years, nor has the comparative information been restated. In our view, the non-recognition of profit in
earlier periods constitutes a prior period error, and the cumulative adjustment made directly to equity in the current
year does not fully comply with the requirements of Nepal Financial Reporting Standards, particularly NFRS
(NAS) 8 — Accounting Policies, Changes in Accounting Estimates and Errors, which requires retrospective
restatement of material prior period errors unless impracticable.

Consequently, the opening balances of reserves and retained earnings for the current period may be materially
misstated, and the comparative figures presented in the financial statements are not appropriately restated, as

required by the applicable financial reporting framework.

Furthermore, we were unable to obtain sufficient appropriate audit evidence regarding the basis, methodology.
assumptions, and justification used by management in revising the profit margin to 9%, including key inputs such
as projected cash flows, concession period assumptions, risk factors, and consistency with the underlying service
concession agreement. Accordingly, we could not determine whether the amount adjusted to equity, or any further
adjustments to the current year’s financial statements, might be necessary. 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 Financial Statements section of our report. We are independent of
Yambling Hydropower Company Limited in accordance with the Institute of Chartered Accountants’ of Nepal
(ICAN) Handbook of Code of Ethics for Professional Accountants together with the ethical requirements that are
relevant to our audit of the financial statements and we have fulfilled our other ethical responsibilities in
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accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

Responsibilities of Management and those charged with Governance for the Financial Statements

The management is responsible for the preparation and fair presentation of the financial statements in accordance
with Nepal Financial Reporting Standards (NFRS), 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 error.

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

Those charged with governance are responsible for overseeing the 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 judgement and maintain professional
skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatements of the financial statements, whether due to fraud or
error. We 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 from one resulting from error, as fraud may involve collusion, forgery,
intentional omission, misrepresentation, 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
entity’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 the 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 disclosure in the
financial statements or, if such disclosure are inadequate, to modify our opinion. Our conclusion are based on
the audit evidences obtained up to the date of our auditor’s report. However, future events or conditions may

cause the Company to cease as a going concern. ah}
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e 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.

We have communicated 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 the Other Legal & Regulatory Requirements

As per the requirements of Section 115 of the Companies Act, 2063 (First Amendment 2074), we further report
that:

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

b) 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

c) The financial statements are in agreement with the books of account.

d) In our opinion and to the best of our information and according to the explanation given to us, the
financial statement the said Financial Position, Statements of Profit or Loss and Cash Flow Statement,
read together with the notes forming part of the accounts give the information required by the Companies
Act 2063 (First Amendment 2074) in the manner so required and give a true and fair view except the
matters disclosed in basis for qualified opinion:

i. In the case of Statement of Financial Position, of the state of affairs of the Company as at 32"
Aashadh, 2082; and

ii. In the case of Statement of Profit or Loss, of the results of operations of the Company for the year
ended on 32" Aashadh, 2082; and

iii. In the case of the Statement of Cash Flows, of Cash inflow and outflow of Company for the year
ended on that date.

e) 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.
f) No accounting fraud has been observed during the course of our audit.

For G. & G. Associates,

Date: 2082.09.03 Chartered Accountants
Place: Kathmandu -

UDIN :- 251219CA01449r2p8k

CA. Avash Gautam
Partner
COP- 1000
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