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Strengths

o Licensed monopoly status in the operating region contributing
to cash flow visibility and stability in the given tariff period
® Robust operational volume growth over the examined period

along with downward trend in the theft/loss ratio that is

currently below the national average

e Supportive tariff methodology at the regulatory level across
the electricity distribution sector ensuring sustainable returns

o High share of equity along with the low levels of financial
leverage setting a suitable base for further expansion

e Significant levels of investment in technological infrastructure

and R&D and compliance with quality standards

o Achievement of full liberalization in the distribution segment
through completion of privatization tenders supported by

IPOs and foreign investor interest
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Overview

The origins of Yesilirmak Elektrik Dagrtim A.$. (referred to as “YEDAS” or “the Company”)
date back to 2004 following the separation of Tirkiye Elektrik Dagitim A.S. (TEDAS) into
21 different distribution regions across Turkey within the scope of the privatization program
adoption by the Privatization Administration. Following the completion of the privatization
tender, Calik Enerji became the qualified shareholder of the Company in December, 2010
and has been providing electricity distribution and retail sales services to nearly 2mn
subscribers in the mid-Blacksea region including the provinces of Samsun, Corum, Ordu,
Amasya and Sinop.

Following the changes in EMRA regulations in 2013, the retail sales and distribution
functions of YEDAS were separated from February, 2013 onwards and Yesilirmak Elektrik
Perakende Satis A.S. (YEPAS) was established with the aim of carrying out electricity retail
sales services. YEDAS holds an EMRA issued distribution license that is valid until
September, 2036 and is currently in the third regulatory phase of the electricity distribution
sector which covers the years of FY2016-2020.

Calik Elekirik Dagitim A.§. (CEDAS) and ultimately Calik Eneriji Sanayi ve Ticaret A.§. (Calik
Enerii) is the qualified shareholder of YEDAS that has a paid-in capital of TRY 368mn as
of the reporting date. Calik Enerji was established in 1998 and operates principally in the
Engineering, Procurement, Construction segment of the energy sector. Regionally

headquartered in Samsun, YEDAS employed a workforce of 652 across its operations.
(FYE2016:677)

Constraints

e Despite improving trend throughout FY2016, contribution of sector-
wide network maintenance requirements to the cost base that is
integrated into EMRA revenue requirements

e Increase in financing expenses over the last 2 years stemming from
interest expenses on related party payables

e Short-term weighted funding composition leading to negative net
working capitals expected to be improved via planned bond issuance

e Sector wide utilization of high FX leverage mitigated by YEDAS via
the local currency based re-financing of privatization loan in FY2017

e Ongoing global and domestic market volatility exerting upward
pressure on borrowing costs

e Improvement needs in the level of compliance with Corporate
Governance Practices in the medium and long-term
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