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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Ayen Enerji A.S.
Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Ayen Enerji A.S. (the Company) and its
subsidiaries (the Group), which comprise the consolidated statement of financial position as at
December 31, 2018, and the consolidated statement of comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at December 31, 2018, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with the
Turkish Financial Reporting Standards (TFRS).

Basis for Opinion

We conducted our audit in accordance with standards on auditing as issued by the Capital Markets Board
of Turkey and Independent Auditing Standards (InAS) which are part of the Turkish Auditing Standards
as issued by the Public Oversight Accounting and Auditing Standards Authority of Turkey (POA). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the Code of Ethics for Independent Auditors (Code of Ethics) as issued by the POA,
and we have fulfilled our other ethical responsibilities in accordance with the Code of Ethics. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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Key Audit Matter

Audit procedures applied for the key audit
matter

Recognition of deferred tax assets calculated over
carry forward tax losses

According to Turkish tax legislation, tax losses
shown in the tax return can be deducted from the
period corporate income for not more than 5 years,
As indicated Note 25, the Group has TL 8.886.690
deferred tax asset which is calculated over carry
forward tax losses as of December 31, 2018.
Accumulated losses is TL 235.374.948 and partially
or fully recoverable amount of deferred tax asset
which is calculated over TL 44.114.363 and
recognized has been estimated by Group
management according to assumptions in the
current conditions. Business plans for the future, the
loss amounts incurred in previous years and the
expiration dates of unused losses are taken in the
consideration during the assessment. There is an
uncertainty about the estimation of taxable profit in
the future supporting to which extent the deferred
tax will be recognized. For this reason, matter is
considered as key audit matter.

During our audit, we have inquired management
evaluation about recoverability of tax assets by
examining business plans in the future and
expire date of carry forward tax losses.

During evaluation phase, profit projections,
current year profit or losses, expiry date of carry
forward losses and other tax assets have been
taken into consideration.

We have inquired that whether deferred tax
calculated over carry forward losses within the
scope of prospective budgets could be used
before the expiration date.

In order to investigate deferred tax effect of
unused tax losses, tax experts from another entity
that is a part of the same audit network have been
incorporated and the measurement of the related
deferred tax assets has been submitted for
consideration and investigation of tax experts.
Besides, convenience to TFRS of disclosures in
financial statements have been evaluated.

Goodwill impairment test

As of December 31,2018, the Group has recognized
goodwill amounting to TL 17.461.935 consisting of
previous acquisitions. According to TFRS, the
Group has made an impairment test for every cash
generating unit whether the goodwill amount has
been impaired. For the purpose of goodwill
impairment test, the last valuation has been made as
of December 31, 2018. Within the scope of
mentioned valuation, income approach (discounted
cash flow analysis) has been used. Since the fair
value resulting from the tests performed for various
cash generating units of the Group is above
goodwill amount and other net assets of the
companies are above net book value, there is no
evidence regarding goodwill impairment.

Assumptions, sensitivities and results for the tests
performed are stated in Note 11 of the financial
statements.  Since these tests depend on
management’s estimations and market conditions in
the future, it is considered as key audit matter.

For the test of impairment of cash generating
units and evaluation of model which calculates
discounted cash flow in the future we have
incorporated valuation experts from another
entity that is a part of the same audit network in
order to investigate assumptions and methods
used for the test. In addition to this, we have
investigated expected growth rates and expected
discounted cash flows in the future.

Besides, convenience to TFRS of disclosures in
financial statements have been evaluated.
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Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with TFRS, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’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 Group or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
In an independent audit, our responsibilities as the auditors are:

Our objectives are to obtain reasonable assurance about whether the consolidated 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 high level of assurance, but is not a guarantee
that an audit conducted in accordance with standards on auditing as issued by the Capital Markets Board
of Turkey and InAS will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with standards on auditing as issued by the Capital Markets Board of
Turkey and InAS, we exercise professional Judgment and maintain professional skepticism throughout
the audit. We also:

- Identify and assess the risks of material misstatement of the consolidated 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 resultin g 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 relevant 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 Group’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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- Conclude on the appropriateness of management’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 Group’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 consolidated 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 Group to cease
to continue as a going concern.

- Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

- Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements,
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We 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.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.
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B)  Report on Other Legal and Regulatory Requirements

1) Auditors® report on Risk Management System and Committee prepared in accordance with
paragraph 4 of Article 398 of Turkish Commercial Code (“TCC”) 6102 is submitted to the Board
of Directors of the Company on March 11, 2019.

2)  Inaccordance with paragraph 4 of Article 402 of the TCC, no significant matter has come to our
attention that causes us to believe that the Company’s bookkeeping activities for the period 1
January - 31 December 2018 and financial statements are not in compliance with laws and
provisions of the Company’s articles of association in relation to financial reporting.

3)  Inaccordance with paragraph 4 of Article 402 of the TCC, the Board of Directors submitted to us
the necessary explanations and provided required documents within the context of audit.

The name of the engagement partner who supervised and concluded this audit is Necati Tolga Kirelli.

Gliney Bagimsiz Denetim ve Serbest Muhasebeci Mali Miisavirlik Anonim Sirketi
A mempef’] A0, st & Young Global Limited

4" “/
\\
Necati TOTEFTET,. SMMM
Partner

March 11, 2019
Ankara, Turkey
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AYEN ENERJI A.§. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2018

{Amounts are expressed in Turkish Lira (TL))

ASSETS
Current Assets
Cash and Cash Equivalents
Trade Receivables
Due from Related Parties
Other Parties
Other Receivables
Due from Related Parties
Other Parties
*Service Concession Arrangements
Prepaid Expenses
Other Current Assets
TOTAL CURRENT ASSESTS

Non-Current Assets
Financial Assets
Other Receivables
Due from Related Parties
Other Parties
Service Concession Arrangements
Property, Plant and Equipment
Intangible Assets
Goodwill
Other Intangible Asseis
Prepaid Expenses
Deferred Tax Assets
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

Current Period Prior Period

December 31, December 31,

Notes 2018 2017
32 121.209.720 254.490.339
5 73.533.759 50.106.976
9.513.188 6.787.821

64.020.571 43.319.155

6 4.746.572 6.619,287
4 13.552 4.220.668
4.733.020 2398619

12 ' 17.240.073 18.248.512
7 3.930.068 3.913.977
8 130.265.646 140.383.828
350.925.838 473.762.919

412.408 412,408

6 59.888.813 41.588.102
4 39.019.501 39221.416
869.312 2.366.686

12 149.266.526 119.123,043
9 2.040.200.205 1.612.393.334
26.551.494 33.636.086

17 17.461,935 22.143.133
10 9.089.559 11.492.953
7 390.532 108.342
25 40.400.915 32.130.875
2.317.110.893 1.839.392.190

2.668.036.731 2.313.155.109

The accompanying notes presented between pages 9 and 86 form an integral part of these consolidated financial

statements.
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

LIABILITIES
Current Liabilities
Shoert-Term Financial Liabilities
Short-Term Portion of Financial Liabilities
Other Financial Liabilities
Trade Payables
Due to Related Parties
Other Parties
Employee Benefit Obligations
Other Payables
Due to Related Parties
Other Parties
Deferred Income
Current Income Tax Liabilities
Short-Term Provisions

Short-Term Provisions for Employee Benefits

Other Current Liabilities
TOTAL CURRENT LIABILITIES

Non-Current Liabilities
Long-Term Financial Liabilities
Other Financial Liabilities
Long-Term Provisions

Long-Term Provisions for Employee Benefits

Deferred Income
Other Payables
Due to Related Parties
Deferred Tax Liabilities
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

SHAREHOLDERS® EQUITY

Parent’s Equity
Paid-in Share Capital
Other Accumulated Comprehensive

Income / Expenses that not to be Reclassified to Profit or Loss

Aceumulated Losses on Remeasurement of Defined Benefit Plans
Property, Plant and Equipment Revaluation Fund

Other Accumulated Comprehensive
Income to be Reclassified to Profit or Loss
Currency Transiation Differences
Restricted Profit Reserves
Legal Reserves
Retained Earnings/ Accumulated Loss
Net Profit or Loss for the Year
Non-Controlling Interests

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

Current Period Prior Period

December 31, December 31,

Notes 2018 2017
14 207.720.061 207.192.458
i4 188.985.658 111.946.072
14 18.064 797.938
5 59.538.995 73.542.825
4 23.241.931 33.324.274
36.297.064 40.218.551

17 619,731 315.651
6 138.650.763 251.165.411
4 136.259.892 248.064.677
2.390.871 3.100.734

7 10.109,211 7.543.815
25 6.865.181 255.143
17 038.073 831.810
17 938.073 881.810
30.075 162.336

613.475.812 653.303.459

14 1.442.857.822 1.140.495.605
14 - 50.000.000
17 3.084.486 2,672,254
17 3.084.486 2.672.254
7 22.182.141 29.376.348
445410 445.410

-4 445,410 445.410
25 29.406.145 9.822,249
1.497.976.004 1.232.811.866
2.111.451.816 1.886.615.325

479.652.307 368.719.959

18 171.042.300 171.042.300
19 39.284.579 39.573.294
19 (1.147.048) (858.333)
19 40.431.627 40.431.627
279.044.334 113.243,708

279.044.334 113.243.708

18 71.893.619 71.893.619
18 71.893.61% 71.893.619
(31.942.586) (62.118.845)

(49.669.939) 35.085.883

76.932.608 57.819.825

556.584.915 426.539.784

2.313.155.109

2.668.036.731

The accompanying notes presented between pages 9 and 86 form an integral part of these consolidated financial statements.
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE PERIOD BETWEEN JANUARY 1 - DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

PROFIT OR LOSS
Revenue
Cost of Sales (-)

GROSS PROFIT

General Administrative Expenses (-)

Other Income from Operating Activities
Other Expenses from Operating Activities (-)
OPERATING PROFIT / LOSS

Income / Expenses (-) from Investment Activities, Net

OPERATING INCOME BEFORE FINANCIAL
EXPENSE

Financial Income/ Expenses (-), Net

PROFIT/LOSS BEFORE TAXATION ON
INCOME

Tax Expense / Income from Continued Operations
Current Tax Expense

Deferred Tax Expense / Income

PROFIT / LOSS FOR THE PERIOD FROM
CONTINUED OPERATIONS

DICONTINUED OPERATIONS

Discontinued Operations Profit / Loss After Tax
PROFIT / LOSS FOR THE PERIOD

Attribution of Profit/(Loss) For The Period:
Non-Controlling Interests
Equity Helders of the Parent

Earnings / losses per 1.000 shares

Current Period Prior Period

January 1- January 1-

December 31, December 31,

Notes 2018 2017
20 778.191.877 476.400.786
20,21 (607.987.680) (386.305.219)
170.204.197 90.095.567

21 (19.372.429) (11.548.010)
22 22.053.682 13.700.063
22 (22.533.438) {20.606.933)
150.352.012 71.640.687

23 51.443.714 90.943.922
201.795.726 162.584.609

24 (223.980.889) (131.631.554)
(22.185.163) 30.953.055

25 (27.391.964) 5.464.511
25 (15.953.860) (255.143)
25 (11.438.104) 5.719.654
(49.577.127) 36.417.566

- (682.165)

27 - (682.165)
(49.577.127) 35.735.401

(49.577.127) 35.735.401

92.812 649.518

{49.669.939) 35.085.883

(49.577.127) 35.735.401

26 (2,90) 2,05

The accompanying notes presented between pages 9 and 86 form an integral part of these consolidated financial statements.
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE PERIOD BETWEEN JANUARY 1 - DECEMBER 31, 2018

{Amounts are expressed in Turkish Lira (TL))

PROFIT/LOSS FOR THE YEAR
Other Accumulated Comprehensive Income or
Expenses to be Reclassified to Profit/Loss
Currency Translation Differences
Other Accumulated Comprehensive Income or
Expenses not to be Reclassified to Profit or Loss
Accumulated Gain / Loss on Remeasurement
of Defined Benefit Plans
Deferred Tax (Expense)/ Income
Property, Plant and Equipment Revaluation
Fund
Deferred Tax Expense

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME

Total Comprehensive Income for the Year Attributable to

Non- Controlling Interests
Equity Holders of Parent

Current Period Prior Period

January 1- January 1-

December 31, December 31,

Notes 2018 2017
{49.577.127) 35.735.401

187.050.541 78.459.306

187.050.541 78.459.306

19 (288.715) 40.201.262
17,19 (348.535) (165.881)
19,25 59.820 (64.484)
19 - 43.633.216
18 25 - (3.201.589)
186.761.826 118.660.568

137.184.699 154.395.969

21.342.727 9.696.000

115.841.972 144,699,969

137.184.699 154.395.969

The accompanying notes presented between pages 9 and 86 form an integral part of these consolidated financial statements,
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AYEN ENERJ A.S. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMRBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

Current Period Prior Period
January 1- January 1-
December 31, December 31,
Notes 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES 114.307.328 139.684.382
Profit/ loss for the year (49.577.127) 35.735401
Period income from continuing operations (49.577.127) 36.417.566
Discontinued operations period loss - (682.165)
Adjustments to reconcile profit/loss for the period 276.694.155 103,788.841
- Adjustments related to depreciation and amortization expenses 9,10 64.635.203 30.739.912
- Adjustments related to gains (losses) on sales of fixed asset 5.744.484 (49427
Adjustments related to gains (losses) on sales of fixed asset 5.744.484 (49.427)
- Adjustments related to provisions 639.617 722.409
Provisions and adfjustments related to employee benefits 639.617 722.409
- Adjustments for impairment loss/(reversal of impairment loss) (259.594) &813.707
Adjusiments for impairment of receivables (259.594) 813.707
- Adjustments to interest (income)/ expenses 134.285.972 53.494.085
Adfustments to interest income 24 (3.562.926) (6.471.316)
Adjustments to inferest expenses 137.848.898 59.965.401
- Unrealised foreign exchange gain/ (loss) 54.491.852 96.619.496
- Adjustments to tax income/ (expense) 25 27.391.964 (5.464.511)
- Other adjustments to non-cash transactions (3.041.136) 8.810.792
- Adjustments for profit / loss reconciliation 23 (7.194.207) -
- Gain on disposal of subsidiary 28 - (81.897.622)
Changes in working capital (102.946.221) 6.628.515
- Adjustments related to (increase)/ decrease in trade receivables (5.942.692) (19.313.773)
flncrease)/ decrease in trade receivables from related parties 7.888.607 (1.806.764)
(increase)/ decrease in trade receivables from third parties (13.831.299) (17.507.009)
- Adjustments related to (increase) decrease in other receivables

from operating activities 50.687.956 (2.552.705)
{Increase)/ decrease in other receivables from related parties (15.590.969) 7.405.782
{Increase)/ decrease in other receivables from third parties 66.278.925 (9.938.487)

- Adjustment related to (increase)/ decrease in service concession
arrangements 20.858.947 9.896.341
~ Increase/ (decrease) in deferred income 2.565.396 309.121
- (Increase)/ decrease in prepaid expenses (298.281) 7.860.741
- Adjustment related to increase/ (decrease) in trade payabies (21.925.684) 7.494.746
Increase/ (decrease)in trade payables to related parties (10.082.343) (1.111.674)
Increase/ (decrease) in trade payables to third parties (11.843.341) 8.606.420
- Increase/ (decrease) in payables of employee benefits 304.080 (613.800)
- Adjustments related to increase/decrease in other payables (149.195.943) 3.547.844
Increase/ (decrease) in other payables to related parties (148.353.819) 5.600.360
Increase/ (decrease) in other payables to third parties (842.124) (2.052.516)
Cash Flow from Operations 124.170.807 146,152,757
Payments for employee benefits 17 (519.657) (1.512.624)
Income taxes paid (9.343.822) (4.955.751)

The accompanying notes presented between pages 9 and 86 form an integral part of these consolidated financial statements.
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AYEN ENERJI A.§. AND ITS SUBSIDJARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

Current Period Prior Period
January 1- January 1-
December 31, December
Notes 2018 2017
CASH FLOWS FROM INVESTING ACTIVITIES (21.067.710) (5.270.097)
Cash outflow from sale of property, plant and equipment
and intangible assets (16.767.644) (71.823.518)
Cash outflow from purchases of property, plant and
equipment (30.163.649) (72.119.161)
Cash outflow from purchases of intangible assets 10 (150.850) (41.219)
Proceeds from sale of property, plant end equipment
and intangible assets 13.546.855 336.862
Cash inflow from disposal of subsidiary 28 - 72.425.703
Advances given for acquisition of property,plant and
equipment . (4.300.066) . (5.872.282)
Other advances given for acquisition of property,plant
and equipment (4.300.066) (5.872.282)
CASH FLOWS FROM FINANCING ACTIVITIES (229.561.373) (25.624.865)
Cash inflows due to borrowings 282.117.648 331.382.244
Cash inflows from bank loans 14 282.117.648 331.382.244
Cash outflows due to borrowings (364.221.946) (271.543.687)
Cash outflows from repayments of bank loans 14 (364.221.946) (271.543.687)
Dividends paid (2.229.944) (1.739.391)
Cash outflows from issued debt instruments (29.450.000) -
Interest paid (115.300.057) (88.497.775)
Other cash inflows/{outflows) - (679.534)
Interest received 24 3.562.926 5.453.278
NET INCREASE/DECREASE IN CASH AND CASH
EQUIVALENTS BEFORE FOREIGN CURRENCY
TRANSLATIONS (136,321.755) 108.789.420
Forcign currency translation effects on eash and cash
equivalents 3.041.136 (950.891)
NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS (133.280.619) 107.838.529
CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR 254.490.339 146.651.810
CASH AND CASH EQUIVALENTS AT THE END OF
THE YEAR 121.209.720 254.490.339

The accompanying notes presented between pages 9 and 86 form an integral part of these consolidated financial statements.
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

{Amounts are expressed in Turkish Lira (TL))

ORGANIZATION AND OPERATIONS OF THE GROUP

Ayen Enetji A.§. (the “Company™ or “Ayen Enerji”) engages in the electricity production and trading
activities. The Company was established in 1990. The Company is a member of Aydiner Group. Main
shareholder of the Company is Aydiner Ingaat A.S. (“Aydiner Ingaat™).

The Company is registered in Turkey and the registered address is as follows:
Hiilya Sok. No: 37, Gaziosmanpagsa, Ankara

The Company is registered to Capital Markets Board (“CMB®™) and its shares are publicly traded in Borsa
Istanbul. 15,01% of the shares of the Company is publicly held as of December 3 1, 2018 (December 31,
2017: 15,01%) (Note 18).

As of December 31, 2018, the number of personnel of the Group is 296 (December 31, 2017: 255).

The subsidiaries of the Company (the “Subsidiaries”), the nature of their business and their address of
registered head offices are as follows:

Place of incotporation and Direct Indirect
Subsidiaries the nature of the business Share Share Registered address
Ayen Ostim Enerji Uretim Electricity production and 76% 76% Hiilya Sokak No: 37
A.S. (“Ayen Ostim™) trading 0 ¢ Gaziosmanpaga Ankara
Kayseri Elektrik Uretim . .
Sanayi ve Ticaret A.S. dEil:;}’b‘St‘gnp;ﬁj“tizgl‘; 96% 96% Yemliha Kasabasi Kayseri
(“Kayseri Elcktrik™) g
- - . Hiilya Sokak No: 37
0, a,
é}:;eflélg;ltl;iggaret AS. Electricity trading 100% 100% Gaziosmanpasa Ankara
Ayen-AS Energji SHA Electricity production and 829 899 Papa Gijon Pali i ll-te, ABA
(“Ayen-AS") trading ¢ 0 Business Center, Tirane/Albania
Ayel Elektrik Uretim . , N .
Sanayii ve Ticarct A.S. Blectticity pm‘;““g.“’ 82% 82% Gasilya Sokak No: 37
(“Ayel Elektrik”) istribution and trading aziosmanpasa Ankara
Arakl Dogalgaz Enerji Electricity production and 76% 76% Hiilya Sokak No: 37
Sanayi ve Ticaret A.S. trading ? ? Gaziosmanpasa Ankara
(“Arakh Enerji®)
Ayen Energy Trading SHA - . " 5 Papa Gijon Pali i II-te, ABA
(“Ayen Trading”) Electricity trading 0% 100% Business Center, Tirane/Albania
Y
Ayen Energy Trading Kosanci .
> .. . o o gicev Venac Sokak No: 20,
?‘ ,?S }ge%grfd_)StanGrad Electricity trading 0% 100% 11000 Belgrad, Serbia
yen Sirbistan
Ayen Energija d.o.o.
Ayen Energija Trgovanje z Zemljemerska ulica 12
Elektriéno Energijo D.O.O. Electricity trading 0% 100% 1000 Ljubljana
(“Ayen Slovenya™) Slovenia



AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMRBER 31, 2018

{Amounts are expressed in Turkish Lira (TL))

ORGANIZATION AND OPERATIONS OF THE GROUP (cont’d)

Place of incorporation and Direct Indirect
Subsidiary the nature of the business Share Share Registered address
oo _— - Harbiye Mahallesi Asker Ocaf
ﬁ]‘;kt('lg}fgﬁ}a” gletim Electficty market 1% 1% Caddesi Stizer Plaza Kat 4
A P No :15 Sigli -Istanbul
Tirane Tirane, TIRANE Njesia
Ayen— ALB SHA Electricity production 92% 92% Bashkiake Nr.2, Rruga Papa

Gjon Pali II-te, ABA Business
Center, Kati:6, Nr.601 (Albania)

The production license for the Wind Power Plant (“WPP”) located in Akbiik with an annual production
capacity of 31,5 MW obtained by Ayen Enetji on 18 January 2007 for 49 years. The first part of the plant
with a capacity of 16,8 MW and the second part of the plant with a capacity of 14,7 MW started to operate
on 19 March 2009 and 3 April 2009 respectively.

Bilyiikdiiz HEPP, of Ayen Enerji is located in Gitmiishane, Kiirtiin with an instalied capacity of 68,9 MW
has production licence for 49 years. The power plant started to operate on 1 June 2012.

Mordogan WPP, of Ayen Enerji, is located in {zmir, Karaburun with an installed capacity of 30,75 MW
and has a production licence for 49 years. The power plant started to operate on 27 September 2013.

Korkmaz WPP, of Ayen Enerji, is located in Izmir, Seferihisar with an installed capacity of 24 MW and
has a production licence for 49 years. The first part of the plant with an installed capacity of 10 MW and
the second part of the plant with an installed capacity of 14 MW started to operate respectively August
and September 2014.

Akbitk II WPP, of Ayen Enerji, is located in Aydn, Didim, and Mugla, Milas, in regard to wind energy,
with an installed capacity of 20 MW and has a production capacity of 68.153,000 kWh/year, is approved
by EMRA and the power plant started to operate on 12 February 2016,

Yamula Dam, of Kayseri Elektrik, was constructed under BOT model. The Dam located on Kizilirmak
River. The installed capacity is 100 MW and the annual production capacity of the dam is 422 million
kWh. The construction of the Dam started in 1998 and began to operate in August 2005. The operational
petiod for Yamula Dam is 20 years and will end in 2025.

The main operation of Ayen Ostim which is located at Ostim Organize Sanayi Bolgesi and began to
operate in July 2004, is to supply electricity to end users in the market according to “Act of Electricity
Market” (within “Electricity Market Balancing and Settlement Regulation™). The installed capacity of the
natural gas power plant is 41 MW. 24% of shares in Ayen Ostim’s capital belongs to Aydiner Ingaat which
is the main shareholder of the Company.The Group has decided to discontinue the production of Ayen
Ostim as of November 1, 2017 since it has been affected by adverse developments occured in energy
market. Machinery and equipments and rights of Ayen Ostim with net book value of TL 19.283.937 have
been sold amounting to TL 13.531.104 in 2018, TL 5.752.833 loss has been recognized from related sale
in current year (Note 9, 10, 23).
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

ORGANIZATION AND OPERATIONS OF THE GROUP (cont’d)

The main operation of Ayen Elektrik is the sale, import and export of the electricity and/or the electricity
capacity on wholesale and directly to the end users in accordance with the “Regulation for the Electricity
Market License”, “Wholesale License” and the other related regulations,

Ayen AS Energji SHA; the construction of PESHQESHIT 3 Hydroelectricity Energy Production Facility
with annual electricity energy production capacity of 118.400.000 kWH, installation power of 34 MW has
been completed and started commercial activities on May 4, 2015. PESHQESHIT 3 is one of the HEPP
projects locate in Albania and constructed within the scope of “Albanian Fan Basin HEPP Projects™ with
annual electricity energy production capacity of 347.246.000 kWH, installation power of 109,73 MW. The
test of the facilities of Fangut HEPP established in Albania has been completed with the annual electricity
energy production capacity of 228.846.000 kWh and installation power of 75,71 MW and the plant has started
to operation as of December 1, 2017. At the same time, tail water plant which is fed by tail water of Fangut
Dam with installation power of IMW has been started to operation in December, 2017.

The nature of operations of Ayel Elekirik is the sale, import and export of the electricity and/or the electricity
capacity on wholesale and directly to the end users in accordance with the “Regulation for the Electricity
Market License”, “Wholesale License” and the other related regulations.

Ayen Enetji has acquired 76% shares of Arakli Enerji Dogalgaz Uretim Sanayi ve Ticaret A.S. on 9 May
2012. Production license of the HEPP which will be constructed in Trabzon, Arakli with an instalied capacity
of 72 MW has been approved by EMRA. As of 19 January 2015, with the approval of EMRA, installed
capacity of the power plant has been increased to 98,36 MW for Cankaya DAM and HEPP projects. In
accordance with Electricity Market Law no. 6446 and relevant legislations, pre deal for license obtained from
Energy Market Regulatory Board.

Ayen Blektrik participated in 100% share of Ayen Energji Trading SHA which established with ALL
100.000.000 (EURO 750.400) nominal capital on 24 September 2013. The Company has established in
Tirane- Albania in accordance with Albania laws at 30 September 2013.

Ayen Elektrik Ticaret A.§ participated in 100% share of Ayen Energji Trading D.O.O. (Serbia) with EURO
110.000 nominal capital and Ayen Energji Trgovanje z Elektri&no Energijo, D.0.O. (Slovenia) with EURO
267.500 nominal capital in respectively 13 June 2014 and 19 June 2014. The main operations of these
companies are to sale, import and export of the electricity and/or the electricity capacity as wholesale and sale
directly to end users particularly to European Countries in accordance with the European Union regulations.

Ayen ALB is the concession company of HEPP-Kalivac and has been established on November 22,2017
with ALL 3.500.000 nominal capital and will be constructed according to BOT Model issued by Republic of
Albania Ministry of Energy and Industry with the annual electricity energy production capacity of 366.6 kWh,
installation power of 111 MW and 35 years duration. The Group’s tender has been chosen as best tender for
the BOT Model for HEPP — Kalivac invitation issued by Republic of Albania Ministry of Energy and Industry
and the concession agreement has been signed.

Approval of consolidated financial statements:
Board of Directors has approved the consolidated financial statements for the period between January 1

— December 31, 2018 and delegated publishing it on 11 March 2019. No authority other than Board of
Directors and General Assembly has the right to revise the consolidated financial statements.
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2.1

AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS

Basis of presentation

The Company and its Turkish subsidiaries maintain their books of accounts and prepares its statutory
financial statements in accordance with accounting principles in the Turkish Commercial Code and tax
legislation.

Ayen-AS and Ayen Trading maintain their books of account in Albanian LEK (“ALL”) in accordance
with accounting principles in Albania. Ayen Slovenia and Ayen Serbia maintain their books of accounts
in EURO in accordance with accounting principles in Slovenia and Serbia respectively.

The accompanying consolidated financial statements are prepared in accordance with the requirements of
Capital Markets Board (*CMB”) Communiqué Serial IT, No: 14.1 “Basis of Financial Reporting in Capital
Markets™, which were published in the Official Gazette N0:28676 on 13 June 2013. The accompanying
consolidated financial statements are prepared based on the Turkish Financial Reporting Standards and
Interpretations (“TFRS”) that have been put into effect by the Public Oversight Accounting and Auditing
Standards Authority (“POA”) under Article 5 of the Communiqué.

In addition, the consolidated financial statements and disclosures are presented in accordance with the
publication by CMB dated 7 June 2013.

The accompanying consolidated financial statements have been prepared in terms of Turkish Lira on the
historical cost basis except for the fair value measurement of certain financial assets and liabilities.

Functional Currency

The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each entity are expressed in Turkish
Lira, which is the functional, and presentation currency of the Company and the reporting currency for
the consolidated financial statements.

Subsidiaries of the Group are measured using the currency that has significant impact on the entity or on
the operations of entity, which reflects the economic substance of the underlying events and circumstances
relevant to the entity. In this context, Ayen-AS, Ayen Trading and Ayen ALB is measured using ALL,
Ayen Serbia is measured using RSD, Ayen Slovenia is measured using EURO. According to TAS 21,
balance sheet items (except capital accounts) in terms of ALL have been included into consolidation by
being translated to TL with buying rate applicable as of balance sheet date (ALL 1= TL 0,04884).
Additionally, balance sheet items (except capital accounts) of Ayen Slovenia and Ayen Serbia have been
included into consolidation by being translated to TL with buying rate applicable as of balance sheet date
(EURO 1 =TL 6,0280, RSD 1 =TL 0,05115). Profit or loss statement and other comprehensive income
items have been included into consolidation by being translated to TL with annual average buying rate.

Capital and capital reserves are carried forward with their historical nominal costs and any related
exchange component of that gain or loss and the translation gain/ (loss) realized during the translation of
balance sheet and profit or loss statement is also recognized in capital translation gain-loss accounts under

equity.
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

Preparation of Consolidated Financial Statements in Hyperinflationary Periods

With the decision taken on 17 March 2005, the CMB has announced that, effective from 1 January 2005,
the application of inflation accounting is no longer required for companies operating in Turkey and
preparing their financial statements in accordance with TAS. Accordingly, the Company did not apply
TAS 29 “Financial Reporting in Hyperinflationary Economies” (“TAS 29”) in its financial statements for

the accounting periods starting 1 January 2005.

Comparative information, restatement and reclassification of prior period financial statements

The financial statements of the Group include comparative consolidated financial information to enable
the determination of the financial positicn and performance. Comparative figures are reclassified, where
necessary, to conform to the changes in the presentation in the current period consolidated financial

statements.

In the consolidated financial statements for the year ended December 3 I, 2017, the following
classifications have been made in order to comply with the presentation of the current period.

(Previously reported) (Revised)
Profit / (Loss) accounts December 31, 2017 December 31, 2017 Change
Other operating income (*) 25.300.933 13.700.063 {11.600.870)
Other operating expenses (*) (25.049.825) (20.606.933) 4.442.892
Financial income/expense, (net) (¥) (138.789.532) (131.631.554) 7.157.978

(*) Foreign exchange gain amounting to TL 11.600.870 shown in other operating income and foreign
exchange losses amounting to TL 4.442.892 shown in other operating expenses have been netted and
reclassified to financial income/expense, net as foreign exchange gain amounting to TL 7.157.978.

Basis of Consolidation

As of December 31, 2018 and 2017, details of the Company’s subsidiaries are as follows:

Group’s proportion of
ownership and voting power

held (%)
Place of incorporation

Subsidiaries 2018 2017 and operation Principle activity
Ayen Ostim 76 76 Ankara- Ankara Electricity production and trade

Electricity production, distribution
Kayseri Elektrik 96 96 Kayseri- Kayseri and trade
Ayen Elektrik 100 100 Ankara- Ankara Electricity trade
Ayen-AS 89 89 Tirane-Albania Electricity production and trade

Electricity production, distribution
Ayel Elektrik 82 82 Ankara- Ankara and trade

Electricity production, distribution
Arakli Enerji 76 76 Ankara- Trabzon and trade
Ayen Trading 100 100 Tirane-Albania Electricity trade
Ayen Serbia 100 100 Belgrad-Serbia Electricity trade
Ayen Slovenia 100 100 Ljubljana, Slovenia Electricity trade
Ayen ALB 02 92 Tirane-Albania Electricity production and trade
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

{Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

The accompanying consolidated financial statements include the financial statements of the Company and
entities controlled or jointly controlled by the Company (its subsidiaries). Control is achieved when the
Company: :

»  has power over the investee;

e is exposed, or has rights, to variable returns from its involvement with the investee; and

*  has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities
of the investee unilaterally. The Company considers all relevant facts and circumstances in assessing
whether or not the Company’s voting rights in an investee are sufficient to give it power, including:

» the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of
the other vote holders;

*  potential voting rights held by the Company, other vote holders or other parties;

*  rights arising from other contractual arrangements; and

*  any additional facts and circumstances that indicate that the Company has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made, including
voting patterns at previous shareholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases
when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of profit or loss and
other comprehensive income from the date the Company gains control until the date when the Company
ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is attributed
to the owners of the Company and to the non-controlling interests even if this results in the non-controlling
interests having a deficit balance.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with those used by other members of the Group.

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.
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2.2

AYEN ENERJ A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

{Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

Changes in the Group's ownership interests in existing subsidiaries

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognized directly in equity and attributed to
owners of the Company.

Changes in the Accounting Policies

The Group adopted TFRS 15 Revenue from Contracts with Customers and TFRS 9 Financial Instruments
for the period starting from 1 January 2018, the accounting policies of these standards are set out below.
Except for these newly adopted standards, the accounting policies adopted in preparation of the
consolidated financial statements are consistent with those adopted of the previous financial year,

TFRS 9 Financial Instruments:

Classification and measurement

Group classified its financial assets in three categories as financial assets carried at amortized cost,
financial assets carried at fair value though profit of loss, financial assets carried at fair value though other
comprehensive income. Classification is performed in accordance with the business model determined
based on the purpose of benefits from financial assets and expected cash flows. The appropriate
classification of financial assets is determined at the time of the purchase. TFRS 9 removes loans and
receivables and available — for — sale financial asset categories included in the current TAS39 standard.

“Financial assets measured at amortized cost”, are non-derivative assets that are held within a business
model whose objective is to hold assets in order to collect contractual cash flows and the contractual terms
of the financial assets give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. Group’s financial assets measured at amortized cost include
bond and bill comprise “cash and cash equivalents’, “trade receivables”, “other receivables’’and
“financial investments”. Financial assets carried at amortized cost are measured at their fair value at initial
recognition and by effective interest rate method at subsequent measurements. Gains and losses on
valuation of non-derivative financial assets measured at amortized cost are accounted for under the

" consolidated statement of income.

“Financial assets measured at fair value through other comprehensive income”, are non-derivative assets
that are held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets and the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount outstanding.
Gains or Josses on a financial asset measured at fair value through other comprehensive income is
recognized in other comprehensive income, except for impairment gains or losses and foreign exchange
gains and losses until the financial asset is derecognized or reclassified. Gains or losses arising from the
valuation of such assets are recognized in the consolidated income statement.
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AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

The Group may make an itrevocable election at initial recognition for particular investments in equity
instruments that would otherwise be measured at fair value through profit or loss, to present subsequent
changes in fair value in other comprehensive income. In such cases, dividends from those investments are
accounted for under consolidated statement of income.

“Financial assets measured at fair value through profit or loss”, are assets that are not measured at
amortized cost or at fair value through other comprehensive income. Gains and losses on valuation of
these financial assets are accounted for under the consolidated statement of income.

Changes regarding the classification of financial assets and liabilities in terms of TFRS 9 are summarized
below. Related changes in classification do not result in changes in measurement of the financial assets
and liabilities.

Original classification New classification
under TAS 39 under TFRS 9

Financial assets

Cash and cash equivalents Loans and receivables Amortised cost

Financial assets (*) Available for sale financial assets Fair value through other

comprehensive income

Derivative instruments Fair value through statement of Fair value through statement of
profit or loss profit or loss

Trade receivables Loans and receivables Amortised cost

Other receivables Loans and receivables Amortised cost

Financial liabilities

Borrowings Amortised cost Amortised cost

Trade payables Amortised cost Amortised cost

Derivative instruments Fair value through statement of Fair value through statement of
profit or loss profit or loss

Trade payables Amortised cost Amortised cost

™ Financial assets carried at cost due to the lack of fair value information in accordance with TAS 39 are

carried at their fair values in accordance with TFRS 9,

Impairment

The Group has made amendments to the TFRS 9 methodology for allocating impairment of financial
assets in accordance with the newly anticipated credit loss model. For the first time in December 3 1,2018,
the Group has reflected its effects on the financial statements and has re-measured the impact of the
opening as a result of detailed analysis. The effect of the change on the Group's retained earnings for the
year ended January 1, 2018 is as follows: '

January 1, 2618
Retained earnings — January 1, 2018 (62.118.845)
Increase in allowance for doubtful trade receivables (Note 5) (250.752)
Impairment of other receivables (Note 6) (42.102)
Deferred tax effect (Note 25) 64.428
Total impacts of prior year amendments in accordance with TFRS 9 (228.426)
Retained earnings - January, 1 2018 (Including TFRS 9 impacts) (62.347.271)
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AYEN ENERJI A.$. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

The Group allocates impairment provision for the following financial assets according to the expected
credit loss model:

» Trade receivables
* Other receivables
* Financial investments

The Group uses the simplified approach in TFRS 9 to calculate the expected credit losses of such financial
assets. This method requires the recognition of expected lifetime losses for all trade receivables.

TFRS 15 Revenue from Contracts with Customers Standard:

Group recognizes revenue when the goods or services is transferred to the customer and when
performance obligation is fulfilled. Goods is counted to be transferred when the control belongs to the
customer.

Group recognizes revenue based on the following main principles:

- Identification of customer contracts

- Identification of performance obligations

- Determination of transaction price in the contract

- Allocation of price to performance obligations

- Recognition of revenue when the performance obligations are fulfilled

Group recognizes revenue from its customers only when all of the following criteria are met;

- The parties to the contract have approved the contract (in writing, orally or in accordance with other
customary business practices) and are committed to perform their respective obligations,

- Group can identify each party’s rights regarding the goods or services to be transferred,

- Group can identify the payment terms for the goods or services to be transferred;

- The contract has commercial substance,

- It is probable that Group will collect the consideration to which it will be entitled in exchange for the
goods or services that will be transferred to the customer. In evaluating whether collectability of an
amount of consideration is probable, an entity shall consider only the customer’s ability and intention
to pay that amount of consideration when it is due.

At the contract inception date, the Group evaluates the goods and services committed to be provided to
the customer based on the contract and identifies each commitment as a separate performance obligation.
In addition to that, the Group determines whether it satisfies the performance obligation over time or
satisfies the performance obligation at a point in time.
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2.3

AYEN ENERJI A.S. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

(Amounts are expressed in Turkish Lira (TL))

BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

When another party is involved in providing goods or services to a customer, the group determines
whether the nature of its promise is a performance obligation to provide the specified goods or services
itself or to arrange for the other party to provide those goods or services. The group is a principal if it
controls a promised good or service before the group transfers the good or service to a customer. When a
group that is a principal satisfies a performance obligation, it recognizes as revenue the gross amount of
consideration which it expects to be entitled to in exchange for those goods or services. The group is an
agent if its performance obligation is to arrange for the provision of goods or services by another party
and in such a position, the Group does not recognize the revenue of the consideration at gross amount.

The Group determines the transaction price in accordance with contract terms and customs of trade.
Transaction price is the' amount of consideration which is expected to be entitled in exchange for
transferring promised goods or services to a customer, excluding amounts collected on behalf of third
parties. The Group, allocates the transaction price to each performance obligation {or distinct goods or
services), by reference to the consideration is considered to be deserved in return of the goods and services
transferred to the customer. In this allocation, the Group allocates the transaction price determined in the
contract to the standalone independent sales prices of these goods and services, where the Group identifies
the prices of goods and services committed to be provided in the contract at the date of the inception of
the contract and allocates the transaction price on these independent relative prices proportionally.

If the aggregate independent sales prices of the goods and services undertaken in the contract exceeds the
transaction price in the contract, the customer has received discount on the purchase of goods or services.
The Group allocates the discount to the all performance obligations retained in the contract proportionally
except for the circumstances where there are observable inputs indicating that, the discount is provided
for some but not all of the performance obligations.

The performance obligations of the Group consists of wholesale electricity sales and in return of this sale,
a wholesale electricity sales revenue is recognized. The electricity sold is transferred to the customer by
the electricity transmission lines owned by the government agencies. The customer consumes the
economic benefit of the performance obligation of the Company at the same time it is transferred,
accordingly, the Group transfers the control of the goods and services to the customer and fulfills its
performance obligation simultaneously and the revenue is recognized at the time the performance
obligation is fulfilled.

Considering the operations of the Group, TFRS 15, does not have significant impact on the financial
position and financial performance of the Group.

Changes in Accounting Estimates and Errors
If changes in accounting estimates relate only for one period, changes are applied in the current period
but if changes in estimates relate more than one period, changes are applied both in the current and

following periods prospectively. Significant accounting estimates and errors used in the preparation of
the consolidated financial statements are explained in Note 2.7.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
The new standards, amendments and interpretations

The accounting policies adopted in preparation of the consolidated finandial statements as at December
31, 2018 are consistent with those of the previous financial year, except for the adoption of new and
amended TFRS and TFRIC interpretations effective as of January 1, 2018. The effects of these standards
and interpretations on the Group’s financial position and performance have been disclosed in the related
paragraphs.

i) The new standards, amendments and interpretations which are effective as at January 1, 2018
are as follows:

TFRS 15 Revenue from Contracts with Customers

In September 2016, POA issued TFRS 15 Revenue from Contracts with Customers. The new standard
issued includes the clarifying amendments to IFRS 15 made by JASB in April 2016. The new five-step
model in the standard provides the recognition and measurement requirements of revenue. The standard
applies to revenue from contracts with customers and provides a model for the sale of some non-financial
assets that are not an output of the entity’s ordinary activities (e.g., the sale of property, plant and
equipment or intangibles). TFRS 15 is effective for annual periods beginning on or after 1 January 2018.
The amendment did not have a significant impact on the financial position or performance of the Group.

TFRS 9 Financial Instruments

In January 2017, POA issued the final version of TFRS 9 Financial Instruments. The final version of
TERS 9 brings together all three aspects of the accounting for financial instruments project: classification
and measurement, impairment and hedge accounting. TFRS 9 is built on a logical, single classification
and measurement approach for financial assets that reflects the business model in which they are managed
and their cash flow characteristics. Built upon this is a forward-looking expected credit loss model that
will result in more timely recognition of loan losses and is a single model that is applicable to all financial
instruments subject to impairment accounting, In addition, TFRS 9 addresses the so-called ‘own credit
issue, whereby banks and others book gains through profit or loss as a result of the value of their own
debt falling due to a decrease in credit worthiness when they have elected to measure that debt at fair
value. The Standard also includes an improved hedge accounting model to better link the economics of
risk management with its accounting treatment. TFRS 9 is effective for annual periods beginning on or
after 1 January 2018. The Group applied TFRS 9 retrospectively, with the initial application date of 1
January 2018 and disclosed the impact of the standard on financial position or performance of the Group
in Note 2.2. '

TFRS 4 Insurance Contracts (Amendments)
In December 2017, POA issued amendments to TFRS 4 Insurance Contracts. The amendments introduce
two approaches: an overlay approach and a deferral approach. These amendments are applied for annual

periods beginning on or after 1 January 2018. The amendments are not applicable for the Group and did
not have an impact on the financial position or performance of the Group.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
TFRIC 22 Foreign Currency Transactions and Advance Consideration

The interpretation issued by POA on 19 December 2017 clarifies the accounting for transactions that
include the receipt or payment of advance consideration in a foreign currency.

The Interpretation states that the date of the transaction for the purpose of determining the exchange rate
to use on initial recognition of the related asset, expense or income is the date on which an entity initially
recognises the non-monetary asset or non-monetary liability arising from the payment or receipt of
advance consideration. An entity is not required to apply this Interpretation to income taxes; or insurance
contracts (including reinsurance contracts) it issues or reinsurance contracts that it holds.

The interpretation is effective for annual reporting periods beginning on or after 1 January 2018. The
interpretation did not have a significant impact on the financial position or performance of the Group.

TERS 2 Classification and Measurement of Share-based Payment Transactions (Amendments)

In December 2017, POA issued amendments to TFRS 2 Share-based Payment, clarifying how to account
for certain types of share-based payment transactions. The amendments, provide requirements on the
accounting for:

a. the effects of vesting and non-vesting conditions on the measurement of cash-settled share-based
payments;

b. share-based payment transactions with a net settlement feature for withholding tax obligations; and

c. a modification to the terms and conditions of a share-based payment that changes the classification of
the transaction from cash-settled to equity-settled.

These amendments are applied for annual periods beginning on or after 1 January 2018. The amendments
are not applicable for the Group and did not have an impact on the financial position or performance of
the Group.

TAS 40 Investment Property: Transfers of Investment Property (Amendments)

In December 2017, POA issued amendments to TAS 40 'Tnvestment Property '. The amendments state
that a change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. These amendments are applied for annual periods
beginning on or after 1 January 2018. The amendments are not applicable for the Group and did not have
an impact on the financial position or performance of the Group.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Annual Improvements to TFRSs - 2014-2016 Cycle

In December 2017, POA issued Annual Improvements to TFRS Standards 2014-2016 Cycle, amending
the following standards:

- TAS 28 Investments in Associates and Joint Ventures: This amendment clarifies that the election to
measure an investment in an associate or a joint venture held by, or indirectly through, a venture capital
organisation or other qualifying entity at fair value through profit or loss applying TFRS 9 Financial
Instruments is available for each associate or joint venture, at the initial recognition of the associate or
joint venture. These amendments are applied for annual periods beginning on or after 1 January 2018,

The amendments did not have a significant impact on the financial position or performance of the Group.
if) Standards issued but not yet effective and not early adopted

Standards, interpretations and amendments to existing standards that are issued but not yet effective up to
the date of issuance of the consolidated financial statements are as follows. The Group will make the
necessary changes if not indicated otherwise, which will be affecting the consolidated financial statements
and disclosures, when the new standards and interpretations become effective.

TFRS 16 Leases

In April 2018, POA has published a new standard, TFRS 16 'Leases'. The new standard brings most leases
on-balance sheet for lessees under a single model, eliminating the distinction between operating and
finance leases. Lessor accounting however remains largely unchanged and the distinction between
operating and finance leases is retained. TFRS 16 supersedes TAS 17 'Leases' and related interpretations
and is effective for periods beginning on or after January 1, 2019, with earlier adoption permitted.

Lessees have recognition exemptions to applying this standard in case of short-term leases (ie., leases
with a lease term of 12 months or less) and leases of *low-value’ assets (e.g., personal computers,office
equipment, etc.). At the commencement date of a lease, a lessee measures the lease liability at the present
value of the lease payments that are not paid at that date (i.c., the lease liability), at the same date
recognises an asset representing the right to use the underlying asset (i.e., the right-of-use asset) and
depreciates it during the lease term. The lease payments shall be discounted using the interest rate implicit
in the lease, if that rate can be readily determined. If that rate cannot be readily determined, the lessee
shall use the lessee’s incremental borrowing rate. Lessees are required to recognise the interest expense
on the lease liability and the depreciation expense on the right-of-use asset separately.

Lessees are required to remeasure the lease liability upon the occurrence of certain events (e.g. a change
in the lease term, a change in future lease payments resulting from a change in an index or rate used to
determine those payments). Under these circumstances, the lessee recognises the amount of the
remeasurement of the lease liability as an adjustment to the right-of-use asset.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Transition to TFRS 16:

The Group plans to adopt TFRS 16 using the modified retrospective approach. The Group will elect to
apply the standard to contracts that were previously identified as leases applying TAS 17. The Group will
therefore not apply the standard to contracts that were not previously identified as containing a lease
applying TAS 17.

Amendments to TAS 28 “Investments in Associates and Joint Ventures” (Amendments)

In December 2017, POA issued amendments to TAS 28 Investments in Associates and Joint Ventures,
The amendments clarify that a company applies TFRS 9 Financial Instruments to long-term interests in
an associate or joint venture that form part of the net investment in the associate or joint venture.

TFRS 9 Financial Instruments excludes interests in associates and joint ventures accounted for in
accordance with TAS 28 Investments in Associates and Joint Ventures. In this amendment, POA clarified
that the exclusion in TFRS 9 applies only to interests a company accounts for using the equity method. A
company applies TFRS 9 to other interests in associates and joint ventures, including long-term interests
to which the equity method is not applied and that, in substance, form part of the net investment in those
associates and joint ventures.

The amendments are effective for annual periods beginning on or after 1 January 2019, with early
application permitted.

Overall, the Group expects no significant impact on its balance sheet and equity

TFRS 10 and TAS 28: Sale or Contribution of Assets between an Investor and its Associate or Joint
Venture (Amendments)

In December 2017, POA postponed the effective date of this amendment indefinitely pending the outcome
of its research project on the equity method of accounting. Early application of the amendments is still
permitted. The Group will wait until the final amendment to assess the impacts of the changes.

TFRIC 23 Uncertainty over Income Tax Treatments

The interpretation clarifies how to apply the recognition and measurement requirements in “TAS 12
Income Taxes” when there is uncertainty over income tax treatments.

When there is uncertainty over income tax treatments, the interpretation addresses:

(a) whether an entity considers uncertain tax treatments separately;

(b) the assumptions an entity makes about the examination of tax treatments by taxation authorities;

(c) how an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and
tax rates; and

(d) how an entity considers changes in facts and circumstances.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS {cont’d)

An entity shall apply this Interpretation for annual reporting periods beginning on or after 1 January 2019,
Earlier application is permitted. If an entity applies this Interpretation for an earlier period, it shall disclose
that fact. On initial application, an entity shall apply the interpretation either retrospectively applying IAS
8, or retrospectively with the cumulative effect of initially applying the Interpretation recognised at the
date of initial application. The Group is in the process of assessing the impact of the interpretation on
financial position or performance of the Group.

Annua] Improvements — 2015-2017 Cycle

In January 2019, POA issued Annual Improvements to TFRS Standards 2015-201 7 Cycle, amending the
following standards:

- TFRS 3 Business Combinations and TFRS 11 Joint Arrangements — The amendments to TFRS 3
clarify that when an entity obtains control of a business that is a Jjoint operation, it remeasures
previously held interests in that business. The amendments to TFRS 11 clarify that when an entity
obtains joint control of a business that is a joint operation, the entity does not remeasure previously
held interests in that business.

- TAS 12 Income Taxes — The amendments clarify that all income tax consequences of dividends (i.e.
distribution of profits) should be recognised in profit or loss, regardless of how the tax arises.

- TAS 23 Borrowing Costs — The amendments clarify that if any specific borrowing remains
outstanding after the related asset is ready for its intended use or sale, that borrowing becomes part of
the funds that an entity borrows generally when calculating the capitalisation rate on general
borrowings

The amendments are effective from annual periods beginning on or after 1 January 2019, with early
application permitted.

The Group is in the process of assessing the impact of the amendments on financial position or
performance of the Group.

Plan Amendment, Curtailment or Settlement” (Amendments to TAS 19)

In January 2019, the POA published Amendments to TAS 19 “Plan Amendment, Curtailment or
Settlement” The amendments require entities to use updated actuarial assumptions to determine current
service cost and net interest for the remainder of the annual reporting period after a plan amendment,
curtailment or settlement occurs. An entity shall apply these amendments for annual reporting periods
beginning on or after 1 January 2019, early application is permitted. If an entity applies these amendments
for an earlier period, it shall disclose that fact. The Group is in the process of assessing the impact of the
interpretation on financial position or performance of the Group.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Prepayment Features with Negative Compensation (Amendments to TFRS 9)

The POA issued minor amendments to TFRS 9 Financial Instruments to enable companies to measure
some prepayable financial assets at amortised cost.

Applying TFRS 9, a company would measure a financial asset with so-called negative compensation at
fair value through profit or loss. Applying the amendments, if a specific condition is met, entities will be
able to measure at amortised cost some prepayable financial assets with so-called negative compensation.
The amendments are effective from annual periods beginning on or after 1 January 2019, with early
application permitted.

The Group is in the process of assessing the impact of the amendments on financial position or
performance of the Group. :

iii) The new standards, amendments and interpretations that are issued by the International
Accounting Standards Board (JASB) but not issued by Public Oversight Authority (POA)

The following standards, interpretations and amendments to existing IFRS standards are issued by the
IASB but not yet effective up to the date of issuance of the financial statements. However, these standards,
interpretations and amendments to existing IFRS standards are not yet adapted/issued by the POA, thus
they do not constitute part of TFRS. The Group will make the necessary changes to its consolidated
financial statements after the new standards and interpretations are issued and become effective under
TFRS.

IFRS 17 - The new Standard for insurance contracts

The IASB issued IFRS 17, a comprehensive new accounting standard for insurance contracts covering
recognition and measurement, presentation and disclosure. IFRS 17 model combines a current balance
sheet measurement of insurance contract liabilities with the recognition of profit over the period that
services are provided. Certain changes in the estimates of future cash flows and the risk adjustment are
also recognised over the period that services are provided. Entities will have an option to present the effect
of changes in discount rates either in profit and loss or in OCL The standard includes specific guidance
on measurement and presentation for insurance contracts with participation features. IFRS 17 will become
effective for annual reporting periods beginning on or after 1 J anuary 2021; early application is permitted.
The Group is in the process of assessing the impact of the standard on financial position or performance
of the Group.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)
Definition of a Business (Amendments to IFRS 3)

In October 2018, the IASB issued amendments to the definition of a business in IFRS 3 Business
Combinations. The amendments are intended to assist entities to determine whether a transaction should
be accounted for as a business combination or as an asset acquisition.

The amendments:

- clarify the minimum requirements for a business;

- remove the assessment of whether market participants are capable of replacing any missing elements;
- add guidance to help entities assess whether an acquired process is substantive;

- narrow the definitions of a business and of outputs; and

- introduce an optional fair value concentration test.

The amendments to IFRS 3 are effective for annual reporting periods beginning on or after 1 January
2020 and apply prospectively. Earlier application is permitted.

The Group is in the process of assessing the impact of the amendments on financial position or
performance of the Group.

Definition of Material (Amendments to JAS 1 and TAS 8)

In October 2018, the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS §
Accounting Policies, Changes in Accounting Estimates and Errors to align the definition of ‘material’
across the standards and to clarify certain aspects of the definition. The new definition states that,
‘Information is material if omitting, misstating or obscuring it could reasonably be expected to influence
decisions that the primary users of general purpose financial statements make on the basis of those
financial statements, which provide financial information about a specific reporting entity. The
amendments clarify that materiality will depend on the nature or magnitude of information, or both. An
entity will need to assess whether the information, either individually or in combination with other
information, is material in the context of the financial statements,

The amendments to TAS 1 and IAS 8 are required to be applied for annual periods beginning on or after
1 January 2020. The amendments must be applied prospectively and earlier application is permitted.

The Group is in the process of assessing the impact of the amendments on financial position or
performance of the Group.
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

Summary of Significant Accounting Policies

Related Parties

A related party is a person or entity that is related to the entity that is preparing its financial statements.
(a) A person or a close member of that person's family is related to a reporting entity if that person:

(1) has control or joint control over the reporting entity;

(i) has significant influence over the reporting entity; or

(i) isa member of the key management personnel of the reporting entity or of a parent of the reporting
entity.

(b) An entity is related to a reporting entity if any of the following conditions applies:

(i) The entity and the reporting entity are members of the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group of which the other entity is a member).

(iif) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v} The entity is a post-employment benefit plan for the benefit of employees of either the reporting
entity or an entity related to the reporting entity. If the reporting entity is itself such a plan, the
sponsoring employers are also related to the reporting entity.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (2)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

Application of TFRIC 12 - Service Concession Arrangements

TFRIC 12 interpretation gives guidance on the accounting by operators for public-to-private service
concession arrangements. The service concession arrangement of Yamula (Kayseri Elektrik) dam of the
Group are accounted in accordance with TERIC 12.

Under the terms of contractual arrangements within the scope of TFRIC 12, the Group acts as a service
provider. The operator constructs or upgrades infrastructure used to provide a public service and operates
and maintains that infrastructure for a specified period of time.

The Group recognises a financial asset to the extent that it has an unconditional contractual right to receive
cash from or at the direction of the grantor for the construction services related to hydroelectric power
plants in the context of BOT model. The amount due from or at the direction of the grantor is accounted
for as a receivable. The difference between the gross receivable and the present value of the receivable is
recognised as unearned finance income and the interest calculated using the effective interest method is
recognised in the profit or loss statement,
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BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS (cont’d)

The receivables that are due but not collected as of the balance sheet date are classified as due receivables
from the grantor and carried at their net realisable value (Note 12).

There are no liabilities for maintenance and repair of the facility or any restoration costs at the time of
transfer of Yamula to Electricity Generation Incorporated Company (“EGIC”) when the licence periods
end.

Property, Plant and Equipment

Property, plant and equipments except lands are carried at cost less accumulated depreciation and
accumulated impairment losses. Lands are recognized in accordance with revaluation model. The change
of accounting policy has been applied with the financial statements as of December 31, 2017.

Properties in the course of construction for production, rental or administrative purposes, are carried at
cost, less any recognized impairment loss. Cost includes professional fees. Borrowing costs directly
attributable to the acquisition which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those assets. Such properties are classified to
the appropriate categories of property, plant and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets, commences when the assets are
ready for their intended use.

Depreciation is charged so as to write off the cost or valuation of assets, other than land and properties
under construction, over their estimated useful lives, usi