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ICFC Finance Limited
Kathmandu, Nepal

We have reviewed the enclosed Projected Financial Statement of ICFC Finance Limited
(hereinafter referred to as’the Finance”) for the projected financial years from FY 2082-
83 to FY 2089-90 prepared by the management of the Finance.

These financial projections have been prepared for the issuance of the 8% Debenture
amounting to Rs. 50 crores during financial year 2082-83 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 the purpose other than mentioned 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 projection. Further, , in our opinion,the accompanying
projections is presented in coformity with applicable accounting standards, and
underlying assumptions provide a reasonable basis for management's projection.

Even if events anticipated under the hypothetical assumptions described above occur,
actual results are likely to be different from the projection as events and circumstances
do not occur as expected.

- W\ (
CA Raé;zzmar Sah,FCA
Partner
N.B.S.M. and Associates,
Chartered Accountants
Date : Poush 30, 2082

UDIN : 260114CA00546pgZal

In association with

hud MOORE
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N. Amatya & Co.

Chartered Accountants
UDIN: 2571109CA00209rUVRn
INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF
ICFC FINANCE LIMITED

Report on the audit of the financial statements

Opinion

We have audited the financial statements of ICFC Finance Limited (hereinafter referred to as "the
Company"), which comprise the statement of financial position as at Ashad 32, 2082 (July 16, 2025), the
statement of profit or loss, the statement of other comprehensive income, the statement of changes in
equity, the statement of cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at Ashad 32, 2082 (July 16, 2025), and its financial performance and its cash
flows for the year then ended in accordance with Nepal Financial Reporting Standards.

Basis of 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 code of
ethics for professional accountant issued by Institute of Chartered Accountants of Nepal (ICAN) together
with the ethical requirements that are relevant to our audit of the financial statements under the
provisions of the Companies Act, 2063 and Bank and Financial Institution Act, 2073 and we have fulfilled
our other ethical responsibilities in accordance with these requirements and the ICAN's Code of Ethics
for professional accountants. We believe that the audit evidence obtained by us is sufficient and
appropriate to provide a basis for our audit opinion on the financial statements.

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 financial year ended on Ashad 32, 2082 (July 16, 2025). 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.

Key audit matters ! How our audit addressed the key audit matters
Impairment of loans and advances at amortised cost, including off balance sheet elements
(Refer Note 4.35 “Loan impairment allowance charge/(reversal)’, Note 4.7.4, Note 3.4.5, Note 34.6and
= Note 5.4 of the financial statements for impairment of loans and advances to customers)

Allowances for impairment of loans and | Our audit procedures included the following:
advances have been estimated by the company | . e planned and tested the operating

on E{(pected Credit Lgss‘(‘iECL“)..The company is effectiveness of key controls established by
required to apply significant judgement and the company to identify loss events and
estimation to determine  allowances for carried out risk assessment procedures over
impairment as per ECL. The assessment of | the |oans and advances at amortised cost
impairment as per the carve out by ICAN including off balance sheet items to mitigate
requires the bank to assess the impairment at the risk of material misstatement in the
higher of impairment determined as per ECL judgements, inputs and assumptions over
model or as per NRB directive. estimation of ECL.

Management's judgements and estimates are | » e performed testing of controls which
highly subjective as a result of the significant included testing of controls over correct
uncertainty associated with the estimation of identification and classification of non-
expected future credit losses. The key areas performing loans and advances to customers
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Key audit matters

How our audit addressed the key audit matters

identified where management has applied
significant judgements and estimates and
therefore resulted in increased level of audit risk
are as follows:

Staging - includes determining whether a
significant increase in credit risk has occurred
since initial recognition or whether the facility
has defaulted and consequent allocation of
qualifying assets to the appropriate stage in
accordance with NFRS 9.

Model estimations - Inherently judgmental
modelling techniques and assumptions are used
to estimate ECL which involves determining
Probability of Default (“PD”), Loss Given Default
("LGD"), and Exposure at Default ("EAD"). ECL
may be inaccurate if the underlying
assumptions do not accurately predict defaults
or recoveries over time, become out of line with
industry experience, or fail to reflect the credit
risk of financial assets. As a result, the model
assumptions are the key factor of complexity
and uncertainty in the Group's calculation of the
ECL estimate.

Economic scenarios — Significant management
judgement is applied in determining the future
economic scenarios and factors used as an input
to calculate ECL, probabilities, and the key
economic variables. These inputs are also used
for post model adjustments and hence is
identified as a key component of audit risk in
calculation of ECL.

Considering the significance of above matters,
we have identified this as a key audit matter for
the current year’s audit.

on time-based criteria; completeness and
accuracy of the key inputs into the NFRS 9
impairment models; application of the staging
criteria; completeness, authorisation and
calculation of post model adjustments and
management  overlays;  selection and
implementation of economic variables and the
controls over the economic scenario selection
and probabilities; control over monitoring of
loans and advances to customers with higher
risk of default.

= We selected a sample of loans and advances
to customers, evaluated the criteria and the
accuracy of the allocation of the financial
assets to Stage 1, 2 and 3 in accordance with
NFRS 9 and based on the number of days
overdue. We evaluated the bank's assessment
for classification of loans and advances to
customers as performing and non-performing
based on repayment pattern, documentation,
inspection and thorough discussion with
management; assessment of control over
mortgage value of loans and advances to
customers.

= We evaluated the completeness and
appropriateness of the macroeconomic
variables used as inputs to the ECL models and
verified the source data used by the bank for
the calculation.

= Verified the compliance of the ECL
calculations, inputs used, and other factors
and judgements used for estimation of ECL
with the regulatory requirements.

= We selected samples of loans and advances to
customers and independently performed and
reassessed whether there was need to classify
loans and advances to customers as non-
performing and compared our outcome to
that prepared by the bank and challenged
various assumptions and judgements which
were used by management.

= We assessed the appropriateness and
adequacy of disclosures against the relevant
accounting standards and NRB requirements
relating to allowances, uncertainty in
judgements and key assumptions and
considered it to be appropriate.
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Key audit matters ] How our audit addressed the key audit matters
Information technology system and control impacting financial reporting in relation to the
Company

The Company's information technology | Our audit procedures included the following:
environment is complex and involves many | * In assessing the integrity of the IT systems, we
independent and inter-dependent information involved our team to obtain an understanding
technology systems used in operations of the of IT infrastructure and IT systems relevant to
Company for processing and recording a large the Company'’s financial reporting process.
volume of transactions at numerous locations. | * We further tested segregation of duties,
Due to this, there is a high degree of reliance including preventive controls to ensure that
and dependency on such information the access to change applications, the
technology systems for the Company's financial operating system or databases were granted
reporting process. only to authorized personnel.
Due to the importance of the impact of the | * We understood the process of feeding data in
information technology systems and related the system and going through the extraction
control environment on financial reporting of financial information and statements from
process of the Company, we have identified the IT systems.
testing of such information technology system | *  We also tested the operating effectiveness of
and related control environment as a key audit the key automated controls within various
matter for the current year audit. business processes. This included testing the
integrity of  system interfaces, the
completeness and accuracy of data feeds and
automated calculations and considered to be
acceptable.

Investment valuation, classification and impairment

(Refer Note 4.8 “Investment Securities”, Note 5.3 and 3.4 of the financial statements for investments)
The investment portfolio of the Company | Our audit procedures included the following:
consists of Government bonds, units of mutual | = Review of Company's investment and its

funds and quoted and unquoted equity valuation with reference to NFRS and NRB
instruments. These instruments were valued in Directive.

accordance with NFRS 9 read with NRB Directive | * We assessed the expected cash flow of
8 investments as well as business model
Investments in government bonds are adopted by the management on the basis of
measured at amortized cost whereas available evidence and ensured that the
investment in equity instruments and units of classification is aligned with nature of cash
mutual funds, other than those held for trading flows and management intention of holding
are measured at fair value through other the investment.

comprehensive income. =  For investments valued at amortized cost, we
Given the varieties of methods recommended recalculated and checked the effective interest
for valuation of investments based on nature of rate (EIR) and amortization schedule on test
cash flows and the business model adopted, basis.

complexity of calculation and the significance of | *  For quoted investments valued at fair value
amount involved in such investments, such has through other comprehensive income, we
been calculated as key audit matter for the ensured that the fair valuation was done at
current year audit. closing transaction price in NEPSE as on Ashad

32, 2082 (July 16, 2025) and for unquoted
investments at their face value.

Information other than the financial statement and auditor’s report thereon

The management of the Company is responsible for the other information. The other information
comprises the information included in the report of the management, statement of the Board of
Directors and Chairman.
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Our opinion on the financial statements does nat 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 in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is material misstatement
of this other information, we are required to report the fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the financial statements
The management of the Company is responsible for the preparation and fair presentation of the
financial statements in accordance with 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
the going concern basis of accounting unless management either intends to liquidate the bank 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 nigh 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 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:

» 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 rzlevant 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 managament'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 bank to
cease to continue as a going concern.
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We

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.

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

a.

For:
Cha

report that:

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.

In our opinion, proper books of account as required by law have been kept by the Company, so far
as it appears from our examination of those books.

The enclosed statement of financial position, statement of profit or loss, statement of other
comprehensive income, statement of changes in equity and statement of cash flows have been
prepared in conformity with format prescribed by Nepal Rastra Bank and the same are in agreement
with the books of account maintained by the Company.

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

In our opinion, the Company has maintained adequate capital funds and adequate provisions for
possible impairment of assets in accordance with the directives issued by Nepal Rastra Bank.

The business of the Company has been conducted satisfactorily and operated within the scope of
its authority.

To the best of our information and according to explanations given to us and so far, appeared from
our examination of the books of account of the Company necessary for the purpose of our audit,
we have not come across cases where board of directors or any members thereof or any employee
of the Company have acted contrary to the provisions of law relating to the accounts or caused loss
or damage to the Company or committed any misappropriation of the funds of the Company.

rtered Accountants

Address: Kathmandu
Date: November 09, 2025 (Karthik 23, 2082)
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