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S.R. PANDEY & CO. Nabll Galll, Maharajgun) Website: www.srp.com.np
Chartered Accountants P.O. Box No. 2343 E-mail: info@srp.com.np
Member HLB International Kathmandu, Nepal

REPORT ON EXAMINATION OF PROJECTED FINANCIAL STATEMENTS
OF
NEPAL INFRASTRUCTURE BANK LIMITED

We have examined the Projected Financial Statements of Nepal Infrastructure Bank
Limited, for the Financial Years from 2081/82 to 2088/89 prepared for the purpose of
issuance of "NIFRA Green Energy Bond 6%- 2088/89", in accordance with the Nepal
Standard on Assurance Engagements apchablg to the examination of prospective
financial information.

Management is responsible for the projection inciuding the assumptions set out in "Nepal
Infrastructure Bank Limited assumption for Projection of Financial Statement”™ on which |t
Is based,

Based on cur examination of the evidence supporting the assumptions, nothing has come
to our attention which cause us to belleve that these assumptions do not provide a
reasonable basis for the projection. Further, in our opinion the forecast is properly
prepared on the basis of the assumptions and is presented In accordance with Nepal
Financial Reporting Standards.

The projected financial information has been prepared for issuance of “"NIFRA Green
Energy Bond 6%- 2088/89", using 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 the perspective financial
Information Is not used for purposes other than that described.

Arun Raut, FCA
Partner

Date: 28 October 2024
Place: Kathmandu, Nepal
UDIN: 241028CA00485B9nkr
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Nepal Infrastructure Bank Limited

Second-Party Opinion — Green Bond Framework

Aligned
Framework Green
Type
- 7 A
Pillar Alignment Key Drivers flignment %ezin(f:oMni)Pﬂnc'ples
e Sustainable Fitch considers the use of proceeds (UoP) Date = May o005
categories under Nepal Infrastructure Bank Limited's assigned Y
gNIFRA) framework to support positive environmental S ApBEndi B for datihitions.
impacts.
Use of Proceeds Excellent e The two UoP categories positively contribute to climate

change mitigation and meet requirements outlined in local
and international taxonomies. We expect the eligible
projects to support outcomes such as increased supply of
clean energy and clean transportation.

o We positively view that the bank disclosed its intention for
the maximum share of refinanced projects to be 50% of
total allocated proceeds, as new projects increase the

M additionality of the issuance.

e The intended lookback period of three years is in line with

standard market practice.

Use of Proceeds -
Other
Information

e The project evaluation and selection process is well defined,
’ with clear separation of proposal and approval
gvlalua-tlon and Excellent responsibilities.
election e We positively view the involvement of departments with
relevant ESG expertise.

e Proceeds will be deposited in a dedicated bank account that
ringfences green bond proceeds from regular proceeds,
:a::z:r:ent of which we view to be best practice. Unallocated proceeds
will be held in cash or short-term deposits, in line with
standard market practice.

e Annual allocation and impact reports will be published until
bond maturity, which we view to be best practice.
Reporting and Excallant Reporting will be produced at project level on an

Transparency aggregated basis for bonds issued under the framework.
The project-level reporting provides a high degree of
transparency. Analysts
Celeste Ho

Relevant UN Sustainable Development Goals +65 6576 5836
- celeste.ho@sustainablefitch.com

7

AFFORDABLE AND CLEAN SUSTAINABLE CITIES AND
ENERGY

Media Contact

Peter Hoflich

+ 65 6796 7229
peter.hoflich@thefitchgroup.com

Second-Party Opinion | 13 May 20255-May-2025 sustainablefitch.com 1
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Use of Proceeds Summary - ICMA Categories

Green Renewable energy
Clean transportation

Source: NIFRA green bond framework (March 2025)

Framework Highlights

We consider transactions under NIFRA’s green bond framework to be aligned with the ICMA
Green Bond Principles (GBP). The framework includes the relevant pillars from the ICMA GBP,
including information on the UoP, process for project evaluation and selection, management
of proceeds, and reporting.

Proceeds from transactions under the framework can be allocated to two green UoP categories
of renewable energy and clean transportation.

We expect the proceeds from the framework to contribute to Nepal's 2030 development
targets, and to implement climate change adaptation and mitigation strategies. The bank
intends to issue green bonds under this framework to support green infrastructure
development.

Both UoP categories have the potential to contribute to positive environmental impacts and
are aligned with the project categories recommended by the ICMA. The projects described in
both categories are also eligible activities under the EU taxonomy and the Nepal green finance
taxonomy and are aligned with the criteria outlined in both taxonomies.

The ICMA recommends that eligible projects are clearly described in the legal documentation
for transactions. We only reviewed the green bond framework for this Second-Party Opinion
and did not review any transaction legal documents or marketing materials; however, the
framework provides a description of the eligible projects.

The framework outlines a clearly defined list of excluded activities that includes
environmentally and socially harmful and controversial activities. This provides assurance to
investors that the proceeds from issuances under this framework will not be used for
environmentally harmful projects.

Source: Sustainable Fitch, NIFRA green bond framework (March 2025)

Entity Highlights

NIFRA is a financial institution listed on the Nepal Stock Exchange and is focused on
infrastructure project financing in Nepal. As of July 2024, the bank’s total assets amounted to
USD212.2 million and it had 27 employees. Its shareholding structure consists of 60%
promoter shares that are held by various entities, including the Government of Nepal,
commercial banks, insurance companies, corporates and individuals. The remaining 40% are
public shares that were made available through an initial public offering in 2021.

The bank’s key business activities involve banking services related to infrastructure
development. These include disbursing loans and financing shares in infrastructure
development projects; financing securities of companies operating infrastructure development
projects; providing project financing, syndicated lending and bond issuance services; and
offering advisory services for project planning and implementation.

NIFRA's asset composition, as reported in its financial statements, includes loans and advances
to infrastructure projects, investments in government securities and cash reserves. The bank
focuses on sectors such as energy, transportation, urban development and information
technology.

As of July 2024, NIFRA's total infrastructure portfolio amounted to USD161.7 million. The
hydropower sector accounted for more than half of the investments at 53%, of which 17% is
aligned with the framework’s criteria limiting eligible hydropower plants to those with capacity
up to 25MW. The remaining sectors are hospitals (20%), tourism (14%), internet service
providers (7%) and manufacturing (6%).

Financial Institutions
Development Banks

Nepal

Nepal Infrastructure Bank Limited
Second-Party Opinion | 13 May 20255-May-2025

sustainablefitch.com
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As part of its overall strategy, NIFRA committed to promoting sustainable infrastructure that
follows green, resilient and inclusive development principles. The bank developed an
environment and social risk management policy in 2020 and a climate risk mitigation
adaptation guideline in 2023 in line with its sustainability strategy. However, the bank has not
disclosed any sustainability or environmental targets as part of its overall strategy.

The bank’s climate risk mitigation adaptation guideline emphasises its commitment to
addressing climate change in Nepal by financing sustainable infrastructure projects that
incorporate climate resilience measures. NIFRA intends to identify and address climate-related
risks and vulnerabilities associated with infrastructure projects in its financing practices,
aligning investments with the Government of Nepal’s climate goals, including the country’s
nationally determined contributions.

Currently, the bank reports to the Nepalese central bank, Nepal Rastra Bank, on environmental
and social risk management, including details on environmental and social due diligence and
mitigation plans for projects.

NIFRA plans to begin reporting on its sustainability activities in alignment with national and
international climate goals in November 2025, covering information for the financial year to
16 July 2025. The bank aims to play a pivotal role in addressing climate change and promoting
sustainable infrastructure development.

Sustainability reporting is a common market practice among labelled bond issuers, with the
majority providing disclosures on their environmental and social targets and impacts, aligning
with market standards for transparency.

NIFRA is in the process of becoming an entity accredited as the national designated authority
for green climate fund, per the recommendations of the Nepalese ministry of finance.

The green climate fund is a global fund established by the UN that supports developing
countries in addressing climate change by providing financial resources for mitigation and
adaptation projects. This would allow NIFRA to be an approved organisation that can receive
and manage climate finance resources, supporting the country's efforts to reduce GHG
emissions and enhance climate change resilience.

Source: Sustainable Fitch, NIFRA climate risk mitigation and adaptation guideline 2023

Financial Institutions
Development Banks

Nepal

Nepal Infrastructure Bank Limited
Second-Party Opinion | 13 May 20255 May-2025
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Use of Proceeds - Eligible Projects

Alignment: Excellent

Company Material
Renewable energy

This UoP covers the financing of solar energy and low-
capacity hydroelectricity generation projects.

Solar energy projects include small-, medium- and large-
scale portable solar home systems, mini grids, and other
types of stand-alone systems to power communities, or the
construction or operation of electricity generation facilities
that produce electricity using solar PV technology.

The component products selected for solar PV power
generation facilities should meet the requirements
specified in the Nepal green finance taxonomy.

The requirements include minimum efficiency thresholds
and maximum decay rate limits for various types of PV cells
and modules such as polycrystalline and monocrystalline
silicon cells, their respective modules, and thin-film battery
modules, ensuring performance standards and longevity
over a 25-year period.

Hydroelectricity generation projects must have a capacity
of up to 25MW and must be of run-of-river plants without
artificial reservoirs. Services of professional companies for
the installation and maintenance must also be used.

All projects must align with the criteria outlined in the
Nepal green finance taxonomy.

Sustainable Fitch’s View

e We expect this UoP to be aligned with the renewable
energy category of the ICMA GBP.

e Investments in renewable energy contribute to UN 7
Sustainable Development Goal (SDG) 7 (affordable and e e iy
clean energy). AT ORRARBLEAND CLEAN

e Nepal’s energy mix largely comprises biofuels and waste
(66.7%), oil (20.2%), coal (6.3%), hydro (5.9%), and a small
portion of solar and wind.

e Increasing the share of solar and hydroelectric power has
clear environmental benefits, as these renewable sources
produce minimal GHG emissions, thereby reducing the
country’s overall emissions.

e Solar projects are automatically aligned with the EU
taxonomy substantial contribution criteria and the Nepal
green finance taxonomy.

e The EU taxonomy and the Nepal green finance taxonomy
share common criteria for hydroelectric projects, including
requiring projects to be a run-of-river plant and to not have
an artificial reservoir.

e The bank committed to meeting the requirements related
to power density and restrictions on artificial reservoirs
and we, therefore, view these projects to be aligned with
these criteria.

Clean transportation

This UoP covers financing related to the purchase of zero-
carbon vehicles and the installation of charging stations for
such vehicles, excluding any fossil fuel-powered hybrid
vehicles.

Zero-carbon vehicles include investments in vehicles with
zero tailpipe emissions for passenger transportation only.
Charging stations will rely on renewable energy sources,
including hydro and solar energy, to ensure clean energy
for electric vehicle charging, wherever feasible.

All projects must align with the criteria outlined in the
Nepal green finance taxonomy.

Source: NIFRA green bond framework (March 2025)

o We expect this UoP to be aligned with the clean
transportation category of the ICMA GBP. f
e Investments related to clean transportation contribute to 1 1 \
SDG 11 (sustainable cities and communities) by ot oo S
decarbonising the transport sector and thereby reducing air gommonnes
pollution.
e The financing of zero-carbon vehicles and electric vehicle
infrastructure development in Nepal contributes to the
country’s nationally determined contributions targets to
achieve 90% private electric passenger vehicles sales and
60% public four-wheeler electric vehicles by 2030, thereby
accelerating the transition to sustainable transportation.
e The EU taxonomy sets out maximum thresholds for tailpipe
emissions for low-carbon passenger vehicles, requiring
manufacturing activities to result in vehicles with zero
direct tailpipe emissions, or to meet emissions threshold
criteria for other hybrid, dual-fuel or heavy-duty vehicles
until end-2025.

e Investments in the development of electric vehicle battery
charging and service facilities are automatically aligned
with the taxonomies, as they directly enable and encourage
the use of electric vehicles.

e Itis especially positive that the bank committed to using
renewable energy sources in its electric vehicle charging
stations, further contributing to reduced air pollution and
increasing access to clean energy.

Source: Sustainable Fitch

Nepal Infrastructure Bank Limited
| Second-Party Opinion | 13 May 20255 May-2025
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Use of Proceeds - Other Information

Alignment: Excellent

Company Material

Sustainable Fitch's View

NIFRA will use the net proceeds of green bonds to exclusively finance e
or refinance eligible green projects. Eligible green projects may include
the project financing and lending activities of NIFRA to its clients, as

well as internal capex or opex that adhere to the UoP criteria outlined

in the framework.

NIFRA has committed to ensuring the total share of refinanced .
projects does not exceed 50% of total net proceeds.

Refinanced projects will have a lookback period of no longer than 36
months; and NIFRA intends to allocate all proceeds within 36 months
from issuance.

NIFRA will not allocate proceeds from the green bond issuances to %
activities outlined in its exclusion list.

The bank disclosed a lookback period for refinancing projects, in line
with the ICMA GBP. The lookback period of 36 months is in line with
standard market practice, although a shorter lookback period would
enhance the additionality of bonds in terms of bringing newer green
projects online.

The ICMA GBP recommend issuers provide an estimate of the shares
of financed and refinanced projects. NIFRA intends for refinanced
projects to not exceed 50% of total net proceeds and intends to
disclose the split between financed and refinanced projects in future
reports.

We positively view the 50% limit on refinancing, as it ensures a
significant level of new financing that supports the additionality of
issuances under this framework.

The framework’s exclusion list includes activities that are
environmentally and socially harmful and controversial. The list applies
to both allocated and unallocated proceeds. This provides assurance
to investors that proceeds will be used in line with the framework’s
intended environmental outcomes.

Source: NIFRA green bond framework (March 2025)

Evaluation and Selection
Company Material

Source: Sustainable Fitch

Alignment: Excellent
Sustainable Fitch's View

NIFRA has established a sustainable committee that is responsible for e
overseeing project selection and ensuring regulatory compliance, as

well as the alignment of investments with sustainable finance

principles. .
The committee consists of representatives from various departments,
including sustainability and infrastructure ecosystem, legal, risk and
compliance, and infrastructure investment.

The initial screening process is carried out by representatives from the
infrastructure investment department, and projects that align with the
ICMA GBP and the Nepal green finance taxonomy are identified. .

An eligibility assessment is prepared by representatives from the
bank's sustainability and infrastructure ecosystem department and the
risk and compliance department to confirm project eligibility.
Representatives from the infrastructure investment department and
sustainability team prepare a pipeline of eligible green projects that
meet all relevant criteria.

Representatives from the legal department also prepare a compliance
check to ensure the projects comply with Nepal Rastra Bank’s
guidelines and the Securities Board of Nepal’s green bond
requirements.

Representatives from the sustainability team validates the projects are
aligned with the sustainable finance principles. After the screening,
appraisal and evaluation processes, credit proposals are submitted to
the board of directors through the management credit committee for
final approval.

The ICMA GBP require issuers to communicate their process for
selecting eligible green projects, and how they identify and manage
perceived environmental risks associated with the projects.

The framework outlines a multi-layered process where the bank’s
infrastructure investment department identifies potentially eligible
projects that are then assessed by the sustainability and infrastructure
ecosystem department and the risk and compliance department. The
final credit proposals are submitted to the board of directors through
the management credit committee for final approval.

We view the separation of project proposal and approval
responsibilities to support checks and balances in the project selection
process. We positively view the cross-departmental representation in
the project evaluation and selection process, as this provides a
relevant mix of financial, legal and sustainability expertise to propose
and screen eligible projects.

Source: NIFRA green bond framework (March 2025)

Management of Proceeds

Source: Sustainable Fitch

Alignment: Excellent

Company Material Sustainable Fitch's View
e The net proceeds of NIFRA’s green bond issuances under the e The ICMA GBP require proceeds to be tracked appropriately.
framework will be managed by NIFRA's treasury department on a o We view NIFRA’s proceeds tracking method to be in line with market

portfolio basis. The bank will fully allocate proceeds within 36 months
of each issuance.

best practice. Proceeds are credited to a dedicated bank account,
which segregates proceeds and prevents the comingling of these
funds with general-purpose funds.

Nepal Infrastructure Bank Limited
Second-Party Opinion | 13 May 20255 May-2025
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Management of Proceeds Alignment: Excellent
Company Material Sustainable Fitch's View
e An amount equivalent to the net proceeds from the issuance of any e The bank disclosed its intended placements for unallocated proceeds
green bond under the framework will be credited to a dedicated bank in line the requirements of the ICMA GBP. NIFRA further specified
account and managed by the bank’s treasury team. that unallocated proceeds cannot be invested in entities that have a
e The sustainable committee will review the green project portfolio on a business focus listed in the exglusion list, prov.iding assurance that the
semi-annual basis to ensure the eligibility of the selected projects. use of unallocated proceeds will not have environmentally harmful
e The bank will substitute any redeemed loans or other financing forms outcor.nes. . . .
that cease to be eligible green projects, as soon as an appropriate . Invgstmg any unallocated funds in investments consnster!t.wnh ﬂ:ne
substitution has been identified for as long as the bonds are social goals of the framework would further support positive social
outstanding. impact.
e The bank will invest the unallocated proceeds through its internal
money management policies in compliance with the Nepal Rastra Bank
directive in cash, cash equivalents or other liquid marketable
instruments such as short-term government securities. Temporary
holdings will not be invested in entities that have a business focus
listed in NIFRA’s exclusion list.
Source: NIFRA green bond framework (March 2025) Source: Sustainable Fitch
Reporting and Transparency Alignment: Excellent
Company Material Sustainable Fitch’s View
o NIFRA is committed to publishing a green bond allocation and impact e  The ICMA GBP require issuers to provide information on the projects
report annually until maturity. funded annually until full allocation or in the event of material
* Allocation information will be disclosed on an aggregate portfolio basis developments. The reports should include a list of projects that
for the bank’s green bond portfolio on its website. The reports will proceeds have been allocated to, a description of the projects, the
contain information on: amounts allocated and their expected impact.
— the total volume and net proceeds of outstanding green bonds; e NIFRA committed to reporting on its allocation of proceeds annually

until bond maturity, which is in line with market best practice and will
provide transparency to stakeholders over the life of the bond.

e The bank confirmed that it intends to report the allocation and impact
information at project level, including a description of the financed

— the total amount of net proceeds allocated to eligible green
projects defined in the framework;

-~ the breakdown of net proceeds allocated by eligible green

category; 3 : 5 :
: . 5 2 > e . projects, on an aggregated basis for issuances under this framework.
- a hst. of PrOJects financed including a description of projects, where We view this as best practice, as it enhances transparency for
feasnblfe. - ) stakeholders.
— the ratio of proceeds allocated to existing and new projects; and o We positively view that the bank intends to prepare impact
- the balance of unallocated proceeds. information in line with the ICMA Handbook - Harmonised
e The bank's impact report will align with the recommendations outlined Framework for Impact Reporting, which directly quantify the impacts
in the ICMA Handbook - Harmonised Framework for Impact from eligible projects. The impact reporting commitment is on a best-
Reporting on a best-efforts basis. efforts basis, which is not as strong as a firm commitment.
e Where feasible, NIFRA will provide impact reporting at portfolioand ~ ® The bank committed to engage an external verifier to provide an
category levels, as well as project-level case studies. assurance or impact verification on the allocation of proceeds for the

first year of reporting. This will provide assurance to investors on the
quality and accuracy of the first report; obtaining external verification
for all future reports would be best practice, especially if proceeds are
not fully allocated by the time of the first report.

o Indicative impact reporting metrics include the following.

- For renewable energy: installed renewable energy capacity (MW),
estimated annual renewable energy generation (MWh) or estimated
annual GHG emissions avoided (tCOze).

— For clean transportation: the number of retail or public
transportation vehicles financed, share of assets funded by NIFRA
in the country's total clean transportation in the same period (to
measure contribution to national strategies of promoting clean
transportation), or the estimated annual GHG emissions avoided
(tCO2ze).

e NIFRA will appoint an independent third-party verifier to provide an
assurance or impact verification report on the allocation of proceeds
for the first year of reporting.

Source: NIFRA green bond framework (March 2025) Source: Sustainable Fitch

Nepal Infrastructure Bank Limited
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Relevant UN Sustainable Development Goals
e 7.2: By 2030, increase substantially the share of renewable energy in the global energy mix.

AFFORDABLE AND CLEAN

ENERGY

e 11.2: By 2030, provide access to safe, affordable, accessible and sustainable transport systems for all, improving road
safety, notably by expanding public transport, with special attention to the needs of those in vulnerable situations,
women, children, persons with disabilities and older persons.

11

SUSTAINABLE CITIES AND

COMMUNITIES

Source: Sustainable Fitch, UN

Nepal Infrastructure Bank Limited
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Appendix A: Principles and Guidelines

Nepal

Type of Instrument: Green

Four Pillars

1) Use of Proceeds (UoP) Yes
2) Project Evaluation & Selection Yes
3) Management of Proceeds Yes
4) Reporting Yes
Independent External Review Provider

Second-party opinion Yes
Verification Yes
Certification No
Scoring/Rating No
Other n.a.
1) Use of Proceeds (UoP)

Renewable energy Yes
Energy efficiency No
Pollution prevention and control No
Environmentally sustainable management of living natural resources and land use No
Terrestrial and aquatic biodiversity conservation No
Clean transportation Yes
Sustainable water and wastewater management No
Climate change adaptation No
Certified eco-efficient and/or circular economy adapted products, production technologies and processes No
Green buildings No
Unknown at issuance but currently expected to conform with GBP categories, or other eligible areas not yet stated in GBP No
Other n.a.
2) Project Evaluation and Selection

Evaluation and Selection

Credentials on the issuer’s social and green objectives Yes
Documented process to determine that projects fit within defined categories Yes
Defined and transparent criteria for projects eligible for sustainability instrument proceeds Yes
Documented process to identify and manage potential ESG risks associated with the project Yes
Summary criteria for project evaluation and selection publicly available Yes
Other n.a.
Evaluation and Selection, Responsibility and Accountability

Evaluation and selection criteria subject to external advice or verification Yes
In-house assessment Yes
Other na.
3) Management of Proceeds

Tracking of Proceeds

Sustainability instrument proceeds segregated or tracked by the issuer in an appropriate manner Yes
Disclosure of intended types of temporary investment instruments for unallocated proceeds Yes
Other n.a.
Nepal Infrastructure Bank Limited
Second-Party Opinion | 13 May 20255 May-2025 sustainablefitch.com 8
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Type of Instrument: Green
Additional Disclosure
Allocations to future investments only No
Allocations to both existing and future investments Yes
Allocation to individual disbursements No
Allocation to a portfolio of disbursements Yes
Disclosure of portfolio balance of unallocated proceeds Yes
Other na.
4) Reporting
UoP Reporting
Project-by-project Yes
On a project portfolio basis Yes
Linkage to individual instrument(s) No
Other n.a.
UoP Reporting/Information Reported
Allocated amounts Yes
Sustainability instrument-financed share of total investment No
Other n.a.
UoP Reporting/Frequency
Annual Yes
Semi-annual No
Other na.
Impact Reporting
Project-by-project Yes
On a project portfolio basis Yes
Linkage to individual instrument(s) No
Other n.a.
Impact Reporting/Information Reported (exp. ex-post)
GHG emissions/savings Yes
Energy savings Yes
Decrease in water use No
Other ESG indicators Installed renewable
energy capacity (MW),
estimated annual
renewable energy
generation (MWh),

number of retail or public
transportation vehicles
financed, share of assets
financed by NIFRA in
total country's clean
transportation (to
measure contribution to
national strategies of
promoting clean

transportation)
!mpact Rgportipg/ Freguenqy 7
Annual Yes
Nepal Infrastructure Bank Limited
Second-Party Opinion | 13 May 20255 May-2025 sustainablefitch.com 9
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Type of Instrument: Green
Semi-annual No
Other n.a.
Means of Disclosure
Information published in financial report No
Information published in ad hoc documents Yes
Information published in sustainability report No
Reporting reviewed Yes
Other na.

Note: n.a. - not applicable.
Source: Sustainable Fitch, ICMA, LMA, LSTA, APLMA

Nepal Infrastructure Bank Limited
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Appendix B: Definitions

Financial Institutions
Development Banks
Nepal

Term Definition
Debt types

Green Proceeds will be used for green projects and/or environmental-related activities as identified in the
instrument documents. The instrument may be aligned with ICMA Green Bond Principles or other
principles, guidelines or taxonomies.

Social Proceeds will be used for social projects and/or social-related activities as identified in the instrument
documents. The instrument may be aligned with ICMA Social Bond Principles or other principles,
guidelines or taxonomies.

Sustainability Proceeds will be used for a mix of green and social projects and/or environmental and social-related

Sustainability-linked

activities as identified in the instrument documents. The instrument may be aligned with ICMA
Sustainability Bond Guidelines or other principles, guidelines, taxonomies.

Financial and/or structural features are linked to the achievement of pre-defined sustainability objectives.
Such features may be aligned with ICMA Sustainability-linked Bond Principles or other principles,
guidelines or taxonomies. The instrument is often referred to as an SLB (sustainability-linked bond) or SLL
(sustainability-linked loan).

Conventional Proceeds are not destined for any green, social or sustainability project or activity, and the financial or
structural features are not linked to any sustainability objective.
Other Any other type of financing instrument or a combination of the above instruments.
Standards
ICMA International Capital Market Association. In the Second-Party Opinion we refer to alignment with ICMA’s

LMA, LSTA and APLMA

Bond Principles: a series of principles and guidelines for green, social, sustainability and sustainability-
linked bonds.

Loan Market Association (LMA), Loan Syndications and Trading Association (LSTA) and Asia Pacific Loan
Market Association (APLMA). In the Second-Party Opinion we refer to alignment with Sustainable
Finance Loan Principles: a series of principles and guidelines for green, social and sustainability-linked
loans.

EU Green Bond Standard

A set of voluntary standards created by the EU to "enhance the effectiveness, transparency,
accountability, comparability and credibility of the green bond market".

Source: Sustainable Fitch, ICMA, UN, EU Technical Expert Group

Nepal Infrastructure Bank Limited
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Appendix C: Second-Party Opinion Methodology

Second-Party Opinion

Second-Party Opinions (SPO) are a way for issuers to obtain an independent external review
on their green, social, sustainability and sustainability-linked instruments.

As per the ICMA Guidelines for External Reviewers, an SPO entails an assessment of the
alignment of the issuer's green, social, sustainability or sustainability-linked bond or loan
issuance, framework or programme with the relevant principles. For these purposes,
“alignment” should refer to all core components of the relevant principles.

Sustainable Fitch analysts vary the analysis based on the type of instruments, to consider whether
there are defined uses of proceeds or KPIs and sustainability performance targets. The analysis
is done on a standalone basis, separate to the entity.

Analytical Process

The analysis considers all available relevant information (ESG and financial). The reports
transparently display the sources of information analysed for each section and provide a line-
by-line commentary on the sub-factors analysed. The ESG analysts working on an SPO will
also engage directly with the issuer to acquire any additional relevant information not already
in the public domain or in instrument-related documentation.

An important part of the analysis is the assessment of the E and S aspects of the use of
proceeds. In addition to the alignment with ICMA Principle and Guidelines, the analysis may
also refer to major taxonomies (eg the EU taxonomy for E aspects, and the UN Sustainable
Development Goals for S aspects).

Once the analyst has completed the analysis, with commentary for the related SPO, it is
submitted to the approval committee, which reviews it for accuracy and consistency. Based on
issuer preference and mandate, an SPO can be monitored (annually or more frequently, if new
information becomes available) or on a point-in-time basis.

Scale and Definitions

ESG Framework

Excellent Sustainable finance framework and/or debt instrument structure is fully aligned to
all relevant core international principles and guidelines. Practices inherent to the
structure meet excellent levels of rigour and transparency in all respects and are
well in excess of the standards commonly followed by the market.

Good Sustainable finance framework and/or debt instrument structure is fully aligned to
all relevant core international principles and guidelines. Practices inherent to the
structure meet good levels of rigour and transparency; in some instances, they go
beyond the standards commonly followed by the market.

Aligned Sustainable finance framework and/or debt instrument structure is aligned to all
relevant core international principles and guidelines. Practices inherent to the
structure meet the minimum standards in terms of rigour and transparency
commonly followed by the market.

Not Aligned Sustainable finance framework and/or debt instrument structure is not aligned to
relevant core international principles and guidelines. Practices inherent to the
structure fall short of common market practice.

Source: Sustainable Fitch
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SOLICITATION STATUS

The Second-Party Opinion was solicited and assigned or maintained by Sustainable Fitch at the request
of the entity.

A Sustainable Fitch ESG Analytical Product (ESG Product) provides an of the Envi I, Social and/or Governance (“E", "S"
and "G") qualities of an issuer and/or its financial instruments or securities. ESG Products include without limitation ESG ratings, ESG scores,
ESG second-party opinions and other ESG assessments, opinions and data-related products, among other ESG Products. An ESG Product is
not a credit rating. ESG Products are provided by Sustainable Fitch, a Fitch Solutions company, and an affiliate of Fitch Ratings. Sustainable
Fitch has established specific policies and procedures intended to avoid creating conflicts of interest and compi g the ind dence or
integrity of Fitch Ratings’ credit rating activities and Sustainable Fitch's ESG Product generation activities. For a descnptlon of the
methodology, limitations and disclaimers relating to Sustainable Fitch’s ESG Products, please use this link: www.sustainablefitch.com .

Please note that individuals identified in an ESG Product report are not responsible for the opinions stated therein and are named for contact
purposes only. A report regarding an ESG Product is neither a prospectus nor a substitute for the information assembled, verified and
presented to investors by the issuer and its agents in connection with the sale of financial instruments and securities. ESG Products are not
considered investment advice and they are not and should not be considered as a replacement of any person's own assessment of the ESG
factors related to a financial instrument or an entity. Sustainable Fitch does not represent, warrant or guarantee that an ESG Product will fulfil
any of your or any other person’s particular purposes or needs. Sustainable Fitch does not recommend the purchase or sale of financial
instruments or securities or give investment advice or provide any legal, auditing, accounting, appraisal or actuarial services. ESG Products are
not an opinion as to the value of financial instruments or securities. Sustainable Fitch does not audit or verify the accuracy of the information
provided to it by any third party for the purpose of issuing an ESG Product, including without limitation issuers, their representatives,
accountants and legal advisors and others. Sustainable Fitch does not represent, warrant or guarantee the accuracy, correctness, integrity,
completeness or timeliness of any part of the ESG Product. The information in an ESG Product report is provided “as is" without any
representation or warranty of any kind, and Sustainable Fitch does not represent or warrant that the report or any of its contents will meet
any of the requirements of a recipient of the report. Sustainable Fitch does not provide a limited or r € on any il

presented in an ESG Product report.

Sustainable Fitch receives fees from entities and other market participants who request ESG Products in relation to the analysis conducted
to assign an ESG Product to a given financial instrument and/or entity. The assignment. publication, or dissemination of an ESG Product by
Sustai Fitch shall not ¢ i aconsent by Sustainable Fitch to use its name as an expert in connection with any registration statement
filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of
any particular jurisdiction.

ESG Products offered to clients in Australia. ESG Products in Australia are available only to wholesale clients (as defined in section 761G and
761GA of the Corporations Act (Cth) (the “Act”)) in Australia. Information related to ESG Products published by Sustainable Fitch is not
intended to be used by persons who are retail clients within the meaning of section 761G and 761GA of the Act (“Retail Clients") in Australia.
No one shall distribute, disclose or make references to any information related to ESG Products in a manner which is intended to (or could
reasonably be regarded as being intended to) influence a Retail Client in making a decision in relahon toa pamcular financial product (as
defined in the Act) or class of financial products, unless required to do so by law to meet conti i No one shall make
reference to any ESG Product information in any publication, promotional material, disclosure document, correspondence, website, or any
other venue that may be accessed by clients and investors who are Retail Clients in Australia {(except in the circumstances as permitted by
Taw). Sustainable Fitch does not hold an Australian financial services license to provide general financial product advice and the ESG Products
are provided subject to the conditions of the class no-action position to second party opinion providers issued by the Australian Securities &
Investments Commission on 14 June 2024, Except as disclosed above or on our website, there is no conflict of interest that is material that
may arise in providing the views and opinions here. For Industry- accepted framework and standards relevant to this ESG Product, please
refer to information above and in the methodology.

Copyright © 2025 by Si inable Fitch, Inc., inable Fitch Limited and their subsidiaries. 300 West 57th Street, New York, NY 10019.
Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission. All rights reserved.
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