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INDEFENDENT AUDITOR"S REPFORT
TO THE SHAREHOLDERS OF HOTEL FOREST INN LTD.

Repart oa the Audit of the Finnncinl Stviements

Crpinion

We have audited the financial statemeents of Hotel Forest Tnn Limited (the “Company™), which comgprisc
the stalement of financial position as a1 16 July 2025 (32 Askad 2082), the statement of profit or loss
and other comprehensive income and statement of cash Mows: for the year then cnded and moles fo the
fimancial stalements, including & summary of significant sccounting policies.

Tn our opision, the accompanying financial statements present fakrdy, in all mastenial respects, the financial
pasition of the Compasy as at 16 July D025, and its finencisl performence and its cash flows for the year
then ended in accordance with Mepal Financial Reporting Standards (NFES),

Basis for opinion

We conducted our asdit in sccordance with Mepsl Standards on Auditing (MN5As). Our respossibilities
unsder those standards are further described in the Awditor's Responsibilities for the Audit of the Financial
Mmuﬁﬁmﬂmm%mhﬂqﬁhﬂ!ﬂhﬂmmimﬁmﬂhmﬁﬂﬁ
Handbook of Code of Ethies for Professional Accountants together with the ethical requirements that
are relevant o our sudil of finenckal sivements in Nepal, and we hive folfifled cur otber cthical
responsibilities in sccordance with these requisements and the [ICAN"s Hasdbook of the Code of Ethics
fior Professsonal Accountsmis. 'We believe that the audit evidence we hive obiainsd 18 sufficsent and
approprisie to provide n basis for our opinion,

Key Andit Matters

Eoey nusdit matiers are those mabiers that, in our professional judgemens, were of most significancs in our
audit of the financial ststements of the carrent period. These matters were addressed in the context of
cur sudit of the financisl siatemenis as a whole, snd in forming our opinéon thereos, and we do ned
provide n separsie cpinion on these matters, We have determmed the metier descrsbed below fo be the
key matier o be communicaied in ower report.

5. |
N

| Detalls of Key Audit Matters How to matters we are address bn our Adit

Property Plant & Equipment: (Refer Mote 5 of the financinl sistement)

| Mamagement  judgment  significamly | We sssessed the controls in place over Property,
| influences the carmying valoe of property, | Flant, and Eguipment (PPE), foomsing on the
plast  and  eguipment, mcluding the | sppropristeness of the capilalimlbon process. Ouar
detesmnination  of  depreciabion  or | procedures inchaded testing the capitslized costs,
amortization mtes. Such judgment involves | evalusting the fimeliness of capitalizateon, and
deckions on whether o capitalive of | examninksg e criteria apphied for derecopnizing
expense cosis, the timing snd exient of | ssseis retired from nctive wse. We alzo reviewed
anmual capitalization, and the applicatios of | managemeant’s judgments concernimg the nafure
assumptions and estimates for measusing | of capdinlized costs, Enpalrment considerations,
and recognizing assets refired from sctive | the realizable valve of retired assets, and the
use. Chiven the meleriality of thesez items to | determization of oseful hives. Besed on owr
the Emr:hbwm-&dﬂkhlgh evaluaticn, wo nobed that mansgesnent regalarly
reviews these judgmonts, and we did sot identify




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 cosplexity of the IT
syshema and envirommend in which revenss
is  pecorded,  Additionally,  revesse
comprises & high volwme of low-value
individisl transsctions, which incooases the
risk of rrvesoe being recognized befor the
tremsfer of significant risks and rewsds of
ownership fo the bayer. This includes the
risk that the Company may eelain
contieming  mansgerial Evolvement o
affective comtral over the poods sodd.
Revense [s measired o the fair value of the
comdideration received or receivable, net of
trade discounts. H includes all Income from
the Compamy's ordi Betivities aad s
reconded 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 cperating
effectiveness of key IT application coatroks
and penersl IT costrols relevant 1o the
FEVEUE FECOgNILIon Icess.

Reviewsd the end-to-end sales process,
mecluding mssewsment of segregation of |
duties, mfomabed sieps, and  maml
imfervenbicas B0 identify any control
deficiencies,

Performed anabytical procedures, including
detmiled smabysis of meveour trends amd
dain.

Reconciled reported revesse with sales data
flled with tax suthorities in validste the
complefencis and accurscy of reconded
revedin,

Tested the fiming of revesse recogaition to
ensure i wad contisient with the transfer of
significant risks and rewards in accordance
with: the critena sef ool in NFRS 15,

Based on the procedures performed, we
found what the Company’s rnevesoe
the applicable accounting slandards and that
controls over revenDe meoogaition  wene

Responaibilities of Masagement and Those Charged with Governance fior the Financial
Sinfements
Masagement i responiible for the prepartion and fair presentation of the finsacial statemenis in
weconrdance with MASs and for such intersal control a5 management determines is necessary §o enable
the preparation of fisancial ststements that are free from malonal sisstalement, whether dus o fraed or

managemenl is responsibile for mmessing the Company”s ability o

chewing, as applicable, maters related o going concem and wsing the




going concem basis of sccousting wnless managessent caber inends to liquidale the Company of to
cense operations, of has no realistic aliermative: but 1o &0 50,

Those charged with governance are responsitle for oversceing e Company's fisancial neporting
pirocEss.

Apditar's Reipoasibilitin For the Andif of the Finanrial Stabemenis

er chjectives are to obtain reasonable assamnce about whether the financial statements as & whole are
free from maleriel misstadement, whether due to frand of ervor, and o fwees an auditor’s report that
inchades our opinion. Reasorable aswrance is & kigh kevel of sssuranca, bt |5 ot & guarantes thal s
aidit conduciod in accondancs with M5AS will always detect & material misstatemenl when il cxlsts.
Misstslements can srise from fraud or error and are corsidered material i, individually or in the
aggregats, they tould resonably be expected 1o mfluence the economic docisbons of meers taken on the
i of these financial stafements. .

As part of an sodit in sccordance with MSAs, we exercise profiessionad jadgment and maintain
professions] skepGicism ilwoughout ihe wdt We wlsx

Idenitify and assess the risks of material misstatement of the financial statements, whether due 10 frvnd
or errod, design and perfcem audit procedures responsive bo those risks, and obtain sudit evidence that
is sufficient nsd appropriste So provide a basis for our opinion. The risk of sol detecting & maiesial
mzstaicment resaltisg from fiaud i higher than for one resulting from ervor, a8 fraud may ovolve
collusion, orgery, intentional omigons, misrepresentations, or the overmide of internal controd,
Obtais an usderstanding of intemal control relevant io Se audit i order o design audit procedunes that
are appropriale in the cicumstances, but nol for the purpose of cxpressing an opinion on the
effectivensss of the Compary's mbermal contral

Evaluste the appeopriateness of accounting policles wied and the reasonsbleness of accousting
estimates and related disclosures made by mansgement.

Conclude on the appropristencss of management’s use of the going concem basis of scoounting and,
based oo the aodit evidence obtsined, whether 8 materisl uncertainty exists related to events of
comditions thal may cast sigaificant doubd on the Compary's sbelity fo continoe as & going concem. If
wee conchode that & material uncertuinty exists, we are required 1o drww aftention in cur suditor's report
to £he pedated disclosees in the finamcial siatements of, if swch Ssclosures sre insdogetz, fo modify
our opision. Our cosclusions are based on the wedit evidence oblaised up o the date of cur suditor's
report. However, flsture events or conditions may canse the Company bs cease bo continne as a poig
DOBOETT.

Evabuaic S overall prescstation, structure, md confent of the finsacial satements, including the
disclosures, and whether the financial statements repressnt the underhving ranssctions sad evenis in &
manber that schieves fair presentation.

Obtain soffichest appropriale sudit evidence reganding the finascial information of e eatitics oF
business activities within the Entity to expesss an opisicn on the fisancial statements. We are
responsible Tor the direction, supervision and performance of the enlity's madit. W' remain soledy
responsible for cur audit opinion,

We communicaie with these charged with governance reganding, smong other matters, the plasaed
soope and liming of the madit and significsat sudil findings, including any significant deficiencies in
intereal control that we idestify during oor audit,

Report on Oiber Legal and Repulatory Requirements

As per the requiremests of Ssction | |5 of the companies Act, 2063 (First Amendment 2074), we further

:qmml'
We huve obisined information and explanstions, which io the best of oer knowledge mnd belief,
wene necekEry for the parposs of our sudit

e Inour opmion, the Company has kept proper books of sccour a8 raguined by kaw so far, as appesry
from our exesinations of those Books.
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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 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. In the case of Income Statement, of the results of operations of the company for the year
ended on 32 Ashad 2082; and
ii.  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.

N
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Report on Examination of Prospective Financlal Statements

We have examined the accompanying projected financial statemants of Hobel Forest Inn Lid. for
the hnancial years 2082/B3 1o 20B6/87, In accordanca with Nepal Standard on Assurance
Engagements 3400 (MNSAE), “The Examination of Prospective Financial Information”, issued by
the Institute of Chartered Accountants of Nepal.

The preparation of the projected financial infermation, including the assumplions sel oul theran,
is thie responsibdity of the Company’s managamint,

These projections have bean prepared as one of the prefequisites required by the Securites
Board of Mepal (SEBON) for obtaining approval to issua an Initial Public Offering (IPO) of tha
Company's shares, The projections are based on a set of assumptions that include hypothatical
assumplions about fufure events and management actions thal are nod necassanly expected o
ocour. Accordingly. users are cautioned that these projecied financial stalements may nol be
apgpuopriale for purposes olher than hose staled above.

Based on ouwr review of the underlying assumgpbions, nothing has come o our atention that
CAUSES us to belleve that the assurmplions de nol provide a reasonable basis for the projections.
Further, in our opinion, the projected financial infarmation has been properly prepared based on
the stated assumptions and is presented on a consistent basis with the histoncal financial
statements, using appropriabe accownting principles.

Evan if the events anbicipated under the hypothescal assumptions occur, actual results ane likely
io differ from the projections, as other anticipated events frequently do nol oocur as expecied,
and such wariaticns may be matenal,

VWe hawve nof performed an audit of the projected financial informaton and, sccardingly, we do

not express an audit opinion thereon. Due to the special purpose natune of thes nepont, it may not

be used for any purpose other than assisting management in matters relating to the proposed

puhh:nﬂmnq af shargs indhtmﬂnﬂ&dlnﬂ':rl purpose only, We assume no responsibdity to
s ! ances goturting afler the date of this repart.
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