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Chartered Accountants
Independent Auditor's Report
To the Shareholders of Himalayan Power Partner Limited

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Himalayan Power Partner Limited., herein
referred to as “Company”, which comprise Statement of Financial Position as at Ashad 32", 2082 (16" July,
2025), statement of Profit or Loss and Other Comprehensive Income, Statement of Cash flows and
Statement of Changes in Equity for the year then ended, and a summary of significant accounting policies
and notes to the accounts.

In our opinion, the accompanying financial statements read along with the Notes to Accounts present fairly,
in all material respects, the financial position of the Company as on Ashad 32", 2082 (16 July, 2025), 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 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 the financial statements, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the ICAN's Handbook of Code of Ethics for Professional Accountants. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide 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 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.

Depending on the facts and circumstances of the company and the audit, we have determined that there
are no key audit matters to communicate in our report other than following. For each matter below our
description of how our audit addressed the matter is provided in that context.

¥ o5 ey

Revenue from the sale of electricity is recognized | ¢ Obtained an understanding of the Power

upon issuance of invoices to the Nepal Electricity Purchase Agreement (PPA) entered into with
Authority (NEA) in accordance with the Power Nepal Electricity Authority (NEA) and assessed
Purchase Agreement (PPA). The Company was management’s revenue recognition policy for
supplying electricity to NEA pursuant to the compliance with applicable financial reporting

decision of the Coordination Committee (CC) standards.

dated 2079.04.08, under a contingency plan, | e Tested the monthly invoices raised to NEA by
whereby generation is carried out as per dispatch verifying that monthly revenue was recorded
instructions issued by the Load Dispatch Centre based on contract energy, availability
(LDC) of NEA fill previous fiscal year. In Curre tsocfeclarations, metered generation, adjustments
Fiscal year, revenue has been recognized i ‘\ptal system loss, delivered energy, and
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with the provisions of the CC decision/minutes of
2080/12/04 under which previous contingency
plan was amended and dispatchable condition
has removed.

applicable tariff rates as per the Power Purchase
Agreement (PPA).

Examined Coordination Committee (CC) minutes
/ contingency plan approvals, where applicable,
to assess the approbriateness of revenue
recognition during the period and evaluated
management’s interpretation and application of
such decisions.

Reviewed NEA interim payment memos /
settlement statements and reconciled the same
with invoices raised and amounts received.
Assessed the adequacy and appropriateness of
revenue-related disclosures in the financial
statements.

Project Assets

The Company’s project assets, comprising civil
works, hydro-mechanical works, electro-
mechanical equipment, Land & Land

development and Transmission Line represent a
significant portion of the total assets of the
Company. The capitalization of project costs
involves significant management judgement,
particularly in determining whether expenditures
meet the recognition criteria under Nepal
Financial Reporting Standards, allocation of
indirect costs, capitalization of borrowing costs,
and assessment of completion status for assets
capitalized during the year. The project assets are
recognized as Intangible assets under IFRIC 12
Service Concession Arrangement and amortized
considering remaining useful life of the project
asset.

Obtaining an understanding of the Company’s
policies relating. to capitalization of project
costs and evaluating their compliance with
applicable NFRS.

Testing additions to project assets by
examining supporting documents such as
contractor bills, invoices, contracts, engineers’
certificates and payment records.

Evaluating the appropriateness of costs
capitalized and Assessing the classification of
project costs between capital work-in-progress
and property, plant and equipment, with
reference to the project’'s commercial
operation date.

Evaluating the adequacy of disclosures made in
the financial statements relating to project
assets.

¢ Information Technology General Control

The Company relies on information technology
systems for processing and recording financial
transactions, including revenue, expenditure,
payroll and general ledger reporting. The
integrity, security and reliability of these systems
depend on the effectiveness of general IT
controls, particularly controls over user access
management, program changes, data backup and
system operations. Given the pervasive nature of

IT systems on financial reporting and the:.

judgement involved in evaluating the design and-

i) user access management and
segregation of duties,
ii) Data backup, recovery and system
security
- —
\ﬂ"iSo:‘\\

Obtaining an understanding of the IT
environment, including key applications
relevant to financial reporting.

Evaluating the design and implementation of IT
general controls over:

EE
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operating effectiveness of IT controls, this matter | « Considering the impact of identified IT control

was considered to be a key audit matter deficiencies, if any, on the nature, timing and
extent of substantive audit procedures.

e Evaluating management’s controls over
system-generated reports used in the financial
reporting process.

* Assessing the adequacy of disclosures in the
financial statements related to IT systems,
where applicable

Emphasis of Matter (EOM)

We draw attention to Note 4.14 — Employee Benefits Obligation to the financial statements, which describes
that the Company has not carried out an actuarial valuation for the measurement of employee benefit
obligations in accordance with NAS 19 Employee Benefits. The Company has recognized provision for
gratuity based on management’s internal assessment and self-certification considering employees’ service
period and past payment practices.

Our opinion is not modified with respect to this matter.

Information Other than the Financial Statements and Auditor’s Report Thereon

Himalayan Power Partner Ltd., Management is responsible for the preparation of the other information.
The other information comprises the information included in the Management report and other progress
reports but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance 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. 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 Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Nepal Accounting Standards, and for such internal control as management determines is
necessary to enable that 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 the 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 forvovﬁfrsﬁgyg_\;\l'ne Company’s financial reporting process.
/4, /\"4&‘
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Auditors' Responsibilities for the Audit of 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 NSA’s will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably expect to influence the economic decisions of users taken on the basis of these
financial statements.

As a part of audit in accordance of NSAs, we exercised professional judgment and maintain professional
skepticism throughout the audit of Himalayan Power Partner. Ltd. for FY 2081/82 (2024/25). We also:

¢ Identified and assessed the risk of material misstatement of the financial statement whether due to
fraud or error, designed and performed audit procedures responsive to those risks, and obtained audit
evidence that is sufficient and appropriate to provide an opinion. The risk of not detecting material
misstatement resulting from fraud is higher than one resulting from error, as fraud may involve
collusion, forgery, intentional omission, misrepresentation, or the override of internal control.

¢ Obtained 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 internal control.

* Concluded an appropriateness of management use of going concern basis of accounting and, based in
audit evidence obtained, whether a material uncertainty exists related to events or condition that may
cast significant doubt on the Company’s ability to continue as going concern. If we concluded that a
material uncertainty exists, we were required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosure were inadequate, to modify our opinion.
Our conclusions were 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 going concern.

+ Evaluated the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

* Obtained sufficient appropriate audit evidence regarding the financial information of the entities or
business activities to express an opinion on the financial statements. We remain solely responsible for
our audit opinion,

* We communicated with those charges 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 identified during our audit.

* We also provided those charged with governance/\mtﬁr-a\atement that we have complied with

relevant ethical requirements regarding mdepen munlcated with them all relationships
m
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and other matter that may reasonably be though to bear on our independence, and where applicable,
related standards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory Requirements

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

In our opinion, the Statement of Financial Position as at Ashad 32"¢, 2082 (16" July, 2025), Statement
of Profit or Loss, Statement of Cash Flow and Statement of Changes in Equity for the year then ended
Ashad 32", 2082 (16 July, 2025) and Notes to the Financial Statements, including Significant
Accounting Policies applied by the Company have been prepared in accordance with the requirements
of the Companies Act, 2063 and are in agreement with the book of accounts maintained by the
Company including relevant records relating to preparation of the aforesaid financial statements have
been kept so far as it appears from our examination of those books and record of the Company.

To the best of our information and according to explanation given to us and so far, appeared from our
examination of the books of account of the Company, we have not come across cases where Board of
Directors or any employees of the Company have acted contrary to the provisions of law relating to the
accounts, or committed any misappropriation or caused loss or damage to the company or acted in a
manner to jeopardize the interest and security of the company.

The Company has not carried out an actuarial valuation of retirement benefit obligations; instead,
provisions have been recognized based on internal policy and have not been deposited in a recognized
fund in compliance with the requirements of the Companies Act, 2073.

v

T ﬁo@@)le Company is within its jurisdiction.
6\
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Kathmandu * ‘:
Napal

Yuddha Raj

Partner

PYC & Associates
Chartered Accountants

Place: Kathmandu
Date: 2082/09/23
UDIN No:2.601 2 UCR00AR5 X hX a
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Certification of Financial Projection
of
Himalayan Power Partner Ltd.

We have examined the Financial Projection of Himalayan Power Partner Ltd., for the Financial
Years from 2082/83 to 2087/88, in accordance with applicable Standards on Auditing applicable
to the examination of prospective financial information. Management is responsible for the
projection including the assumptions set out in Annexure-1 on which it is based.

These projections have been prepared for the purpose of right share as per the criteria specified
by the company. The projections have been prepared using a set of assumptions that include
hypothetical assumptions about future events and management’s actions that are not necessarily
expected to occur. Consequently, readers are cautioned that this valuation and projection may
not be appropriate for the purpose 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 a reasonable basis
for the valuation and projection. Further, in our opinion the financial projection is properly
prepared on the basis of the assumptions.

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

CA Suds?f;ah/ Raj Pandby
Senior Partner

Place: Kathmandu, Nepal
Date : January 22, 2026
UDIN: 260122CA000314gV2n

S.R. Pandey & Co., Chartered Accountants is an independent member firm of HLB International.
@LB International is a global network of independent advisory and accounting firms.
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