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PAryal & Associates

" CHARTERED ACCOUNTANTS i 9851202060
pradiparyal58@gmail.com
paryal.associates@gmail.com

To,

Board of Directors, -
Emerging Nepal Limited
Thapathali, Kathmandu

We have examined the projected financial statements of Emerging Nepal Limited (the Company)
for the period from Shrawan 2078 to Ashadh 2081 in accordance with 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 assumption to the prospective financial information, is the
responsibility of the Management and has been approved by the Board of Directors, of the

L:\ company. Our responsibility is t‘o examine the evidence supporting the assumption (excluding
the hypothetical assumption) and other information in the prospective financial information. Our
responsibility does not include verification of projection. Therefore, we do not vouch for the
accuracy of the same.

This projection has been prepared as one of the pre-requisites of Securities Board of Nepal
(SEBON) for approval to issue initial public offering (IPO) of shares of the company.- The
projection has been prepared using a set of assumptions that include hypothetical assumptions
about future events and management’s actions, that are necessarily expected to occur.
Consequently, users are cautioned that this prospectus may not be appropriate for purpose other
than that described above.

We have carried out our examination of the prospective financial information on a best basis.
Based on our examination of the evidence supporting the assumptions, nothing has come to our
attentions which cause us to believe that these assumptions do not provide a reasonable basis for
e the projection.

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
statements, using appropriate accountmg 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.

¥ox P. Aryal & Asseciates

Raytered Af\;o?wzmnts

Date; 16 Kartik 2078
Place: Kathmandu
UDIN: 211102CA01671jtmvQ
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ICRA

NEPAL
Emerging Nepal Limited: [ICRANP-IR] BB+ assigned
May 24, 2021
issuer Rating NA [ICRANP-IR] BB+; assigned
Rating action

ICRA Nepal has assigned an issuer rating of [ICRANP-IR] B8+ (pronounced ICRA NP kssuer Rating Double 8 Plus) to Emerging
Nepal Limited {ENL). The rating is considered to have the moderate risk of default with regard to the timely servicing of
financial obligations. The issuer rating is only an opinion on the general creditworthiness of the rated entity and not
specific to a particular debt instrument.

Rationale

The assigned rating mainly factors in the company’s strong p ter and board profile, being promoted by individuals
from established business groups of Nepal (arominent being Vishal Group and IME Group with combined holding of ~54%),
along with experienced bankers, bureaucrats, professionals, and high net worth individuals, Apart from this, ENL also has
the Government of Nepal stake (albeit nominal at 0.5%], with compulsory represantation on the board, which provides
comfort in terms of the corporate governance perspective. The experience and linkages of promoters and directors are
likely to drive the future business performance of ENL, which has been following the modality of investing mainly in the
promoters’ ventures. ENL's association with the promoters has also assured it of stake In some of their major ventures,
which remains a major rating positive. The rating further draws comfort from the adequate vaiue generated by the
company for Its shareholders, after the recent listing of its largest investment in the secondary market and considering the
performance of its other investees (albeit unlisted). The rating also considers the financial flexibility available with the
company in the form of surplus cash balances, along with debt-free balance sheet so far and similar plans going forward.

Nonetheless, the rating remains constrained by the company’s limited track record of operations (since August zoiS)
along with the lack of sector-specific regulators. Further, policies regarding return targets and exit strategies remain to be
defined while ENL's organisation structure also has significant gaps to be fulfilled. Hence, the expertise within the
company may resuft In constrained project appraisal capabilities, given its proposed investment across multiple sectors.
Further, the company's portfolio remains concentrated with the topmost investment accounting for ~70% of the total
investments as of mid-April 2021, Moreover, the company’s ability to generate requisite liquidity could remain a challenge
in the absence of stated policies/strategies to maintain certain share of investments in the ksted panies on a ined
basis. However, these concerns are somewhat mitigated by the presence of financially rescurceful promoters, who can
both provide funding support or ible exit opti if required. Going forward, ENL’s ability to select good projects with
high return potential across diverse sectors and exting them profitably over a period would remain a major rating
sensitivity. Further, the company’s ability to timely manage sources for further investments (given investment also
proposed a<ross large infra projects), while increasing the share of liguid investments, will also be a positive factor.

Key ratin i’“ ’iﬁf L ol v S L AT R AT thﬁgal-_i"iit':

Rating strengths

Strong promoter profile ~ ENL Is promoted by representatives from renawned snd reputed business groups of Nepal,
bankers, bureaucrats, professionals, and high net worth individuals with nominal stake of the Government as well (0.5%).
Individuals and entities assoclated with the Vishal Group and the IME Group are the major promoter group hawing
combined holding of ~54% as of mid-April 2021, The resultant poaling of experienced and highly networked individuals has
ensured the stake for ENL in thelr major ventures and hence could support the company's future performance as well,

Adequate value generation for shareholders ~ The company's largest investment is in Nepal Infrastructure Bank {NIFRA,
at ~70% of the current investment book) which has been recently listed in the secondary market. This has akded In the

www.icrancpal.com |
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sharp growth in value generated by ENL for its shareholders. Further, most of the othes unlisted investments (apart from a
new hote! project] have been performing well, which augurs well for value appreciation prospects. However, the company
currantly lacks policies defining exit timeli fre targets, especially for non-strategic investments wherein ENL has a
minority stake. ENUs ability to timely develop and implement such policies would remain crucial 10 monetise these gains
and raise resources for future investments.

Comfortable financial flexibility ~ ENL has adopted the strategy of debt-free balance sheet, with similar plans over the
medium term. While ~70% of its net worth base has been exhausted so far, the company still has surplus cash/bank
palances of “NPR 165 million as of mid-April 2021. This can be utilised for further small-scale Investments while additional
funds would have to be raised, |f some of its large investment proposals are materialised. However, the debt-free status
and adequate fund balance as of now, along with its resourceful promoters, augurs well for its financial flexibility.

Rating challenges
Umited track record with iving sy and proced: — The company has been operating since August 2015 and
given the limited track record of operations, the sy and d are yet to be developed adequately. As the

investments are proposed across multipie sectors, lack of sector-specific experts within the company may result in imited
projoct-appraisal capabilities. Moreover, ENL’s organisational structure has significant gaps which needs to be filled.
Further, the company does not have specific poficies defining the return targets and exit optica from profitable
investments. With low dividend inflows from investee companies, which s typical to the investment In the inftial years,
return indicators are Hkely to remain subdued over the medium term.

Lack of dlarity regarding sources of raising further funds for investment - ENL’s investment book was “NPR 350 millicn as
of mid-April 2021, which was entirely funted from the promoters’ equity of ~5PR 500 million 3s on the same date. As of
now, there is limited clarity regarding the means to raise further investable funds after exhausting the promoter’s equity
and the propased IPO proceeds. With zero leverage plans and lack of timely exits from profitable investments, equity-
dominated operations are likely to cof in the | diate return prospects 1o 5, Eurther, there is no specified
regulator for the investment company of this kind, which also remains a concern.

Ability to maintain liquid investment portfolio on sustained basis — The company’s current nent portfolio
concentrated with the top-most investment accounting for ~70% of its total investment. The listing of this investment has
croated liquidity as well as value Identification possibilities for the sizeable chunk of the | nent book, | , the
ability to maintain a liquid | book on a sustained basis and the lack of clarity in the absence of any stated policy
of maintaining certain shares of the averall Investments In Tiguid securities are worrsome. Further, the second largest
investment i in @ hotel project, which Is In a gestation phase while ali other investments are unlisted so far. Hence, the
liquidity of investments on sustained basis remains unclear and the company's ability to increase its share of Nquid
investment portiolio would remain crucial for Its financial flexibility. However, exit by transfer of stake to other promotors
of panies Ins a possibility, which provides comfort.

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodologies as indicated below.

Uinks to applicable criteria:
lssugr Rating Methodology

About the company

Emerging Nepal Umited (ENL| was estanlished on August 2015 as a public private partnership (PP?] investment company
with the motive to invest in projects from diverse sectors. ENL is promoted by the renowned business groups of Nepal,
with the major holding by the Vishal Group and IME Group affiliated entities and individuals (joint stake of more than
50%). Other promoters indude industriatists, bankers, and professionals from diverse backgrounds. The Government of
Nepal, represented by the Ministry of Finance, also currently holds a nominal stake at 0.5%, As of mid-April 2021, the
company had a capital of NPR 500 million, representing 90% of the copital post proposed 1PO, assuming full subscription,
ENL reported a profit after tax (PAT) of “NPR 10 million for FY2020 (NPR 13 million for FY2019) over an asset base of NPR
257 milllon as of mid-July 2020, For 9M FY2021, the company has reported a PAT of ~NPR 9 milliors over an asset base of
NPR 526 mifhion.

www icrancpal com
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Key financial indicators

Operating income 28 | 20 | 15 13
Total expenses | 13 7 5 4
PAT 15 13 10 9
Share Capital 0 a0 450 | 500
Net Worth 7 465 478 464 526
Investments {excluding FOs) at Book Value 224 362 | 370 358
Cash and Bank Balances (including FOs) 237 116 | 93 | 165
Gearing | 0.0% 0.0% 0.0% 0.05 )
RAeturn on Average Assets . 451% 2.66% 206% = 233%
Return on Average Net Worth 4.68% 269% | 207% 2.34%
Source: Compony data

Analyst Contacts

Mr. Rajlb Maharjan (Tel No. +4977-1-4419910/20)

raibeicranepal.com

Mr. Pranil Dahal (Te! No. +977-1-4419910/20)
ran

Relationship Contacts
Ms. Barsha Shrestha (Tel No. +977-1-4419910/20)
parsha@icranepal com

About ICRA Nepal Limited .

ICRA Nepal Limited, the first Credit Rating Agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licensed by

the Securities Board of Nepal (SEBON) on October 3, 2012. iICRA Nepal s supported by ICRA Umited through a technical
pPOrt sarvices ag! t, which envisages ICRA helping ICRA Nepal in areas such as rating process and methodologies,

analytical software, research, training, technical and analytical skill augmentation.

Our parent company, ICRA Limited, was set up in 1991 by leading financial/investment institutions, commercial banks and
fi ial services comp as an independent and professional ir Infor ion and Credit Rating Agency, Today,
ICRA and its subsidiaries together form the ICRA Group of Companies

For more information, visit www.icranepal com

ICRA Nepal Limited,

Sunrise Bizz Park, 6th Floor, Dilfibazar, Kathmandu, Nepal,
Phone: +977 1 4419910/20

Emall: Info@icranepal.com

Web: www.lcranepal.com

All Rights Reserved.
Contents may be used freely with due acknawledgement to ICRA Nepal.

WCRA Neopal ratings should not be treated as recommendsation to buy, sefl or hold the rated dobt instruments. The ICRA Nepal
mmwbkﬁloaumdwvﬁmd&hmnvhdwammrwmPleon\ﬂsilww.bslu
(www icranspal.cam) o contact ICRA Nepal office for the latest information on ICRA Nepal ratings outstanding, Al
Indoemation contained berein has been obtsined by ICRA Nepal from sources belewed by it to be accurate and reliable.
Although reazonabie care has been taken to ensure that the information herein s true, such information is provided “as is”
without any warranty of any king, and ICRA Nepal in particular, makes no representation or warranty. expeess or impled, as
10 the accuracy, timeds or compl of any such Information. All information contained herein must be construed
scloly as statements of opinion and ICRA Nepal shall not be lable for any losses incurred by users from any use of this
publcaton of Its COntonts.
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