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Capital Increase
Enemona is issuing warrants and preferred shares to increase its capital. The memorandums of
the both issues were approved by the Financial Supervision Commission. The trading with the
rights of the warrant issue began in November, 30 on the stock exchange with the ticker E4AC.
The preferred shares issue will be accomplished in January.
The capital raised by the warrant issue is up to BGN 1 014 356 in case of full subscription and
additional BGN 110 million after the exercise of the warrants in the end of the 6 year period. The
preferred shares could increase the capital with up to BGN 59 190 656.
Enemona will use the capital raised from the warrant issue for working capital, whereas the larger
resources from the preferred shares will be invested in the Lom Lignites Energy Project, 18 MW
thermo-power plant, natural gas compression station and other small projects.
Business Summary
Enemona is leading Bulgarian engineering company, established in 1990. The list of operations
includes:
• engineering and project management;
• project design;
• turn-key construction;
• assembly works;
• construction;
• adjusting and testing activities in energetic, industry ecology and civil engineering;
• energy efficiency;
• trading with electricity and natural gas.
The company is the leader on the market of energy efficiency services based on an ESCO model
and doesn’t have significant domestic competitors in the sector. Along with that in 2007 ESCO
model was developed and successfully adapted for its application in industry. Enemona has the
controlling stakes in several companies through which it operates its non-core business.
Current Market Activity
The market price of Enemona common shares
is declining since September and dipped below
the key level of BGN 10.00 due to the expected supply of preferred shares. The market
was also under selling pressure but Enemona
is underperforming the other liquid positions.
The company has attractive valuation ratios as
compared to Bulgarian stocks and regional
bourses. The discounted cash flows are also
showing higher intrinsic value. Enemona is
among the most undervalued Bulgarian stocks
and the recent weakness is due to the longliquidation from both individuals and institutional investors.
Valuation Ratios

Profitability and Growth Ratios
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Ownership
Enemona is a private company with majority
ownership. The Chairman of Board of Directors and CEO of Enemona controls 60% of the
capital of Enemona and 96% of the capital of
the other large shareholder – Global Capital.
The free-float is almost equally divided between individual and institutional investors.
The warrant exercise and the conversion of
preferred shares could change the shareholders’ structure.

21.53%
Dichko Prokopiev

18.34%

60.13%

Global Capital
Free-Float

Source: Enemona

Warrants
Enemona is the first Bulgarian public listed company to issue warrants. They give the right but
not the obligation to participate in the future capital increase after six years. The exercise of the
warrants will give the right to buy one common share at the price of BGN 18.50. The exercise
price is subject of corrections to implement the effects of capital dilutions during the lifespan of
the warrants.
The meeting of warrant owners can vote each
year the right to exercise them. Investors that
decide to exercise the warrants will have the
possibility to by ordinary shares at price of
BGN 18.50. The procedure will be open at the
end of the six-year period without voting.
The warrants will be listed for trading on the
Bulgarian stock exchange during their lifespan.

Expected Price
The historical volatility is our main variable for
the calculation of the warrant price of Enemona. This indicator has value of 54% according
to the calculation of Bloomberg. The graph
represents the expected price of the warrant
by the Black-Scholes model at the current
price per ordinary share of BGN 9.52 and different values of the historical volatility. The
current price of rights for the subscription of
warrants corresponds to the historical volatility of 20%. This is substantially lower than the
volatility of Enemona shares and we can conclude that rights are undervalued.
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Parameters of the warrants issue
Number of rights
Trading with rights - until December, 14th
Auction - December, 23th
Number of warrants
Issue Price
Capital raised
Exercise price
Capital raised after exercise
Minimum subscription
Years to exercise

11 933 600

5 966 800
0.17
1 014 356
18.50
110 385 800
2 983 400
6

Source: Enemona

Warrant price
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Calculations: Elana Trading

50%

60%

ENEMONA

10 December 2009

Preferred Shares
Enemona is planning to issue preferred shares early next year. The memorandum of the issue
was approved by the regulatory body and the secondary trading with the rights will begin during
the second half of January 2010. The preferred shares will be converted to common shares at the
end of the seventh year. They are subject of anti-dilution measures in case of capital changes.
The exercise of warrants at lower-than-market price will probably require changes of the conversion factor.
The guaranteed dividend of 10% of the issue price and the liquidation preferences of BGN 9.92
will be dropped after the conversion. This process will not require the explicit request from the
preferred shareholders. The Article of Association of Enemona gives the possibility of preferred
shareholders to cede their privileges after a shareholders meeting with the ¾ of the votes. Thus
the preferred shares can be converted to common shares.
Two rights will be necessary for the subscription of one preferred share. The minimum
number of preferred shares to consider the
issue a success is 1 000 000. All existing
shareholders will receive rights that will be
traded two weeks on the secondary market.
The unsubscribed rights will be offered at auction afterwards.
The capital raised is up to BGN 59.19 million
at price of BGN 9.92 for one preferred share.
The costs of rights bought are not included as
their price will depend of the supply and demand on the market.

Parameters of the preferred shares issue
Number of rights
Trading with rights - January
Аукцион - февруари
Number of preferred shares
Issue Price
Capital raised
Fixed dividend
Dividend yield
Minimum subscription
Years to conversion

11 933 600

5 966 800
9.92
59 190 656
0.99
10%
1 000 000
7

Source: Enemona

Comparison To Chimimport Preferred Shares
The preferred shares of Chimimport have almost identical parameters with the forthcoming issue of Enemona. Both issues are convertible into common shares but the Chimimport shares give the option to be converted
during their lifespan by investors’ request.
The main advantage of Enemona issue is the
larger fixed dividend and the option of higher
dividend to all shareholders after decision of
the General Shareholders Meeting. However,
we consider this opportunity with low probability during the first year of the issue.
Solvency And Risk
The financial results for the last four quarters
are adequate to guarantee the interest expenses and the preferred dividends. Both
fixed-charge ratio and interest-coverage ratio
are above 1. The liquidation–coverage ratio is
also adequate and could be higher when including the capital of the preferred shares
issue.
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Comparison
Characteristic
Enemona Chimimport
Dividend yield
10%
9%
Cumulative
Yes
Yes
Fixed rate
Yes
Yes
Convertible
Yes
Yes
Redeemable
No
No
Put option
No
No
Voting
No
No
Liquidation preference
Yes
Yes
Participating
Yes*
No

Better
No difference
No difference
No difference
No difference
No difference
No difference
No difference
Better

*Option to be distributed higher-than the fixed dividend
Comparison: Elana Trading

Fixed-Charge Ratio
Interest-Coverage Ratio
Liquidation-Coverage Ratio

4.06
1.84
2.07

Source: Consolidated report as of end of September 2009. The liquidationcoverage ratio excludes the capital from the forthcoming issues of preferred
shares and warrants.
Calculations: Elana Trading
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Disclaimer
Analyst Certification: The research analyst(s) certifies that: (1) all of the views expressed in this document accurately
reflect his or her personal views about any and all of the subject securities or issuers; (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed
by the research analyst(s) in this document.
Financial Interest: ELANA Trading may trade or own shares of the analyzed companies. The research analyst(s) is not
holding shares of the analyzed companies, unless otherwise noted.
Regulatory Authority: Financial Supervisory Commission, Shar Planina Street 33, 1303 Sofia, Bulgaria
Information Disclosure: All reasonable care has been taken to ensure the facts stated are accurate and opinions given are
fair and reasonable. Our recommendations are based on information available to the public that we consider to be reliable
but for the completeness and accuracy of which we assume no liability. Neither ELANA Trading, nor its directors, officers
or employees shall in any way be responsible for its contents. The views expressed may differ from the views of other firm
departments or representatives. Additional information is available upon request. Unless otherwise noted, sources for all
information in charts and tables are ELANA Trading’s calculations.
Risks for Investors: Information in this document should not be regarded as an offer to buy or sell any financial
instruments. The investment possibilities discussed in this document may not be suitable for certain investors depending on
their specific investment objectives and time horizon or in the context of their overall financial situation. In particular, the
risks associated with an investment in the securities or the financial instruments under discussion are not explained in its
entirety.
The prices or values of the securities may go down as well as up and can fluctuate and fall against the investor. The
securities or investments may cause the investor to lose the amount invested. Past performance is not a guide to future
performance. Changes in exchange rates may have an adverse effect on the value, price or income of the securities or
investments.
Valuation Methods: Company valuations are based on the following methods: multiple-based (P/E, P/B, EV/EBITDA),
historical valuation approaches, peer comparisons, discount models (DCF, DDM) or asset-based evaluation methods.
Valuation models are dependent on macroeconomic factors, including interest rates, foreign exchange rates, prices of raw
materials, and any expectations about the economy, the market sentiment. The valuation is based on expectations that might
change rapidly and without notice, depending on developments specific to individual industries and countries.
Recommendations and target prices derived from the models might therefore change accordingly. The application of
models depends on forecasts of a range of economic variables, thus there is a range of reasonable variations within models.
Any valuation is dependent upon inputs that are based on the subjective opinion of the analysts carrying out this valuation.
Recommendations: Analyst(s) recommendations are based on the specific factors for the company, sector, country and
global developments, as compared to market indices. Recommendations and opinions reflect ELANA Trading's
expectations over the 12-month period following publication from the perspective of long-only investment clients. ELANA
Trading reserves the right to express different or contrary recommendations and opinions for different timescales or for
other types of investment client. Except as otherwise noted, expected performance over next 12 months vary for different
recommendations for Bulgarian stocks as follows:
Outperform
More than 5% higher as compared to SOFIX and BG40 performance
Market Perform
Market performance, +/-5% as compared to SOFIX and BG40
Underperform
More than 5% lower as compared to SOFIX and BG40 performance
Frequency of Recommendations: No schedule of recommendations is available. The frequency of recommendations
depends on specific factors to individual companies and the opinion of the analyst(s) for the necessity of minor or major
changes.
Rights: The copyrights of ELANA Trading analyses belong to the Research Department of the brokerage and their content
cannot be used for commercial purposes. Replication and redistribution of ELANA Trading analyses content is expressly
prohibited without the prior written consent of the appointed contacts listed below.
For more information about the current recommendations,
http://analysis.elana.net/en/recommendations.aspx .
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